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October 13, 2011

VIA ELECTRONIC FILING
AND OVERNIGHT DELIVERY

Washington Utilities and Transportation Commission Staff
P.O. Box 40128

1300 S. Evergreen Park Dr. S.W.

Olympia, WA 98504-0128

Attn: Ken Elgin

and

Office of Attorney General
900 Fourth Avenue, Suite 2000
Seattle, WA 98164-1012

Attn: Simon ffitch

Re:  Washington Docket No. UE-051090 Compliance Filing

PacifiCorp, d.b.a. Pacific Power & Light Company (PacifiCorp), hereby submits an original and
two (2) copies of the attachments in compliance with the Commission’s Order in this case issued
on February 22, 2006 and amended on March 10, 2006. The Order approved the Stipulation
supporting MidAmerican Energy Holdings Company’s acquisition of PacifiCorp.

Commitment Wa21 of the Stipulation provides that PacifiCorp will provide to Staff and Public
Counsel, on an informational basis, credit rating agency news releases and final reports regarding
PacifiCorp when such reports are known to PacifiCorp and are available to the public.

Therefore, in compliance with Commitment Wa21 of the Stipulation, please find the attached
reports related to PacifiCorp.

Very truly yours,
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Bruce Williams
Vice President and Treasurer
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Fitch Affirms MEHC and Subsidiary Ratings; Outlook Stable Ratings
29 Sep 2011 3:54 PM (EDT)

Fitch Ratings-New York-29 September 2011: Fitch Ratings has affirmed the MidAmerican Energy Holdings Company's
{MEHC} long- and shorl-term Issuer Default Ratings (DR} at ‘BBE+ and 'F2', respectively. Fitch has also affirmed MEHD's
Individual security ratings and its subsidiary IDR and instrument ratings as listed below. The Rating Outlook is Stable.
Approximately $20 billion of debt is affected by the rating action.

Key MEHC rating drivers include:

-The underlying financial strength and relative predictability of ifs core U.S.-based electric ulility and natural gas pipeline
companies and UK, electric distribution utilities;

~The salutary financial affects of MEHC's affiliation with Berkshire Hathaway Inc. (BRK: IDR "AA- with a Stable Outicok by
Fitch);

~Regulatory oulcomes in pending and fulure rate case proceedings;

~Execution of MEHC's capital expenditure prograrm.

Stable Rating Outiook

MEHC's ratings and Stable Outiook reflect diversified cast flows from its six relatively low-risk utilities and natural aas
pipelines located in the U.S. and UK., Fitch's expectation of improving credit metrics through 2015 and strong quidity
position. The ratings and Stable Outlook also consider MEHC's large, but manageable, planned 2011 - 2015 capex
program.

Fitch estimates that MEHC's EBITDA coverage ratio will improve from 3.1 times (%) in 20140 to 3.4x in 2071 and better than
4x in 2015, Similarly, debtto-EBITDA is projected by Fitch to strengthen from 5.3x in 2010 fo 5.0xin 20171 and 4x in 2015,
These credit metrics are somewhat weak for MEHC's rating category, in Fitch's view. However, Fitch believes the
company's credit profile is bolstered by its affiliation with BRK and its commitment to strategic investment in the reguiated
energy sector. Failure to meet Fitch's credit metrics could result in future adverse rating actions.

MEHC's ratings also consider the positive credit implications of its status as a subsidiary of BRK, including BRK's strategic
commitment 1o use MEHC to expand its investments in power and gas assets. Fitch's projected credit metrics in concert
with the gualitative benefits associated with BRK support MEHC's 'BEB+' rafings and Stable Outiook,

BRK has opportunistically provided capital and financing to MEHC fo pursue acquisitions, including the March 2006
PacifiCorp (PPW) acquisition and Constellation Energy Group (CEG) in 2008, MEHC's CEG acquisition bid was ultimately
rejected. However, MEHC as a result of the fermination of the transaction received cash proceeds of approximately $725
miliion net.

MEHC's affiliation with BRK confers two unigue, specific financial advantages to the intermediate holding cormpany and its
subsidiaries. These two factors mitigate concern regarding MEHC's maderately high consolidated financial leverage
relative to Filch's 'BBB+' guidelines and large consolidated capital expenditure program,

Dividend Flexibility
First, uniike most utitity holding companies, MEHC benefits significantly from capital retained as the direct result of BRK's
financial strength, which obviates the need to upstream dividends.

ECA

Second, MEHC and BRK have extended the squity commitment agreement (ECA) through February 2014. At the same
time, the amount of capital provided to MEHC under the ECA was lowered to $2 billion from $3.5 billion. The reduction
reflects reduced equity capital requirements at PPW and lower anticipated MEHG parent level debt maturities. The ECA
was originally put in place in March 20086,

ECA equity contributions may anly be used for the purpose of paying MEHC debt obligations when due and funding the
general corporate purposes and capital requirements of MEHC's regulated subsidiaries. The BECA was set to axpire Feb.
28, 2011,

MEHC Cverview

htip:/'www fitchratings.com/creditdesk/press_releases/detail.cfm?print=1&pr id=729639 9/30/2011
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MEMC's principal operations include two domestic utilities, two domestic natural gas pipelines, and two slectric distribution
companies in the UK.

MEHC's operating utility and natural gas subsidiaries In the U.S. and UK. benefit from solid stand-afone credit profiles,
refatively stable earnings and cash flow characteristics and generally stable regulatory jurisdictions.

The ratings assume that future regulatory rulings will continue to support reasonablie earned returns and credit metrics
consistent with Fiteh's projections. In Fitch's view, timely recovery of PPW's large capital expenditure program is crucial o
the future creditworthiness of PPW and MEHMC.

In the intermediate-to-longer-term, a reasonable outcome in MidAmerican Energy Co.'s (MEC) next lowa rate case filing to
aadress post-setilemant rates in 2014 will be a key factor driving MEHC's future creditworthiness.

Fitch notes that regulatory decisions since MEHC has owned PPW have been generally redsonable and balanced and that
the regulatory environment in lowa has been balanced historically,

Liquidity

MEHC’s iquidity position was strong as of June 30, 2011, with $1.0 billion of cash and cash eguivalents on its consolidated
balance sheet and $2.4 billion of available borrowing capacity under its $2.9 billion of consolidated revolving credit
agreements.

In addition, the company's ECA with BRK, as described above, provides up fo $2 billion through February 2014,
During 2011 - 2015, $4.6 billion (23%) of MEHC's $18.9 billion of outstanding long-term debt is scheduled fo mature.

PPW

Fiteh's affirmation of PPW's ‘BBE' IDR considers the company's solid financial position, competitive rescurce base, and
relatively balanced, diversified regulatory environment,

The current ratings and Stable Outlook assume PPW continues to benefit from parent company support and reasonable
outcomes in pending and future rate proceedings to recover anticipated, significant capital investment.

Rating concerns for PPW investors include execution and recovery of its capex program. Emergence of more stringent
environmental rules and regulations are also a concern,

MEC

The affirmation of MidAmerican Energy Co. (MEC) ‘A~ and MidAmerican Funding, LLC's (MF) 'BBB+' 1DRs reflect MEC's
relatively low business risk profile and solid credit metrics. The ratings also consider the utilities supportive lowa reguiatory
environment.

Commodity price risk at MEC is mitigated by the ulifity's long generating capacity position. However, the combined affects
of cyclical downturn and a leckiusier recovery and low wholesale power prices and off-system sales pressured MEC's
operating results since 2008,

A final order that resulls in lbwer-than-expected credit metrics In its anticipated general rate case effective 2014 coutd
result in fulure, adverse rating actions.

MF

MF is an inlermediate holding company that is a wholly owned subsidiary of MEHC and the indirect parent of MEC. MF's
ratings are based on the credit quality of MEC, which is the primary source of cash flow to service its debt obligations and
also benefits from the support of its ultimate corporate parent, BRK,

NNG
The ratings affirmation for Northern Natural Gas Company {(NNG) reflects the pipeline's strong standalone credit profile,
solid credit protection measures, favorable operating characteristics and low regulatory risk.

NNG's comipetitive position is strong with access to five major supply basins and a customer base primarily comprised of
local distribution companies. Competitive pressures are mitigated by the pipeling's stable customer base and geographic
location, in Fitch's opinion,

KRF
The ratings affirmation for Kern River Funding Corporation (KRF) reflects the pipeline's relatively predictable earnings and

hitp:/fwww fitchratings.com/creditdesk/press_releases/detail.cfim?print=1&pr_id=729639 9/30/2011
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cash flow metrics, reasonable regulatory oversight, strong credit metrics and manageable capital expenditure plans. KRF
is a financing vehicle for the long-term debt obligations of Kern River Gas Transmission Co. (KRGT).

KRFC's debt is unconditionally guaranteed by KIRGT, which owns and operates a 1,880 mile interstate pipeline delivering
primarily Rocky Mountain Gas from Wyaming to markets in California, Utah, and Nevada,

KRF's ‘A~ rafing reflects KRF/KRGT's standalone credit quality as the result of specific legal and structural ssparations
from its parent, MEHC. KRF/KRGT's credit quality benefits from a portfolio of binding long-term transporiation confracts, o
competitive markel postion, access to relatively low cost natural gas supply and a solid operating track record.

Flich has affirmed the following ratings:

MidAmerican Energy Holdings Company (MEHC)
-issuer Default Rating (IDR} at 'BBB+"

-Senior Unsecured Debt at 'BBB+:

~Trust Preferred Stock at ‘BBB-"

—~Short-term IDR at F2'.

PacifiCorp (PPW)

-{DR at ‘BBE"

~Senior Secured Debt at 'A-";
-8enior Unsecured Debt at 'BEB+"
—~Preferred Stock at '‘BRB-:
~Shor-term IDR at 'F2"
~Commercial Paper at 'F2'.

MidAmerican Funding, LLC (MF)
DR at ‘BBB+",
-Senior Secured Debt at ‘A

MidAmerican Energy Company (MEC)
—-{DR at "A"

-Senior Unsecured Debt at "A”;
~Prefarred Stock at ‘BBB+:
--Shortterm DR at 'F 1

-Commercial Paper at 'F1'

Northern Natural Gas Company (NNG)
--1DR at 'A%
--Senior Unsecured Debt at ‘A,

Kern River Funding Corporation (KRFC)
-IDR at "A-
--Senior Unsecured Dabi at ‘A~

Contact:

Primary Analyst

Philip W. Smyth, CFA
Senior Director
+1-212-08-055%1

Fitch, Ino,

One State Street Flaza
New York, NY 10004

Secondary Analyst
Donna McMonagie
Managing Director
+1-212-808-0258

Commitiee Chair
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Glen Grabelsky
Managing Direclor
+1-212-808-0577

Media Relations: Brian Bertsch, New York, Tel: +1 212-008-0549, Email; brian.bertsch@fitchratings .com.
Additional information is available at ‘www Bitchratings.con.

Applicable Criteria and Related Research;

~'Corporate Rating Methodology' (Aug. 18, 2010%;

~Recovery Ratings and Notching Criteria for Utilities” (May 12, 2011);

-'Rating Marth American Utilities, Power, Gas and Water Companies' (May 16, 2011).

Applicable Criteria and Related Research:

Comporate Rating Methodology

Recovery Ratings and Notching Criteria for Utilities

Rating North American Utilitles, Power, Gas, and Water Companies

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:

HTTP/FITCHRATINGS COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE

TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE

WWW FITCHRATINGS.COM', PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM

THE "CODE OF CONDUCT' SECTION OF THIS SITE.

Copyright © 2011 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.
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PacifiCorp

Major Rating Factors

Strengths:
e Market and regulatory diversity is afforded by PacifiCorp's electric utility A-/Stable/A-2

business, which serves portions of six western U.S. states;

e Retail electric rates compare favorably with those of other electric suppliers
operating in the states PacifiCorp serves, suggesting that the company may
be able to maintain its competitive advantage despite its ongoing need for
rate relief to support a large capital program;

e The recent approval of a fuel and purchased power adjuster in Utah is a
positive development because the state is the company's largest market and
will limit the amount that the utility will have to absorb if purchased fuel
and power costs exceed levels authorized in electric rates;

¢ Dependence on purchased power has decreased; and

o A settlement reached in February 2010 regarding the contentious Klamath
hydro relicensing case protects the company from any financial
consequences if the project is decommissioned, which will not occur before
2020.

Weaknesses:

o Despite the company's practice of filing nearly annual rate cases, regulatory lag continues to allow only modest
improvement in the company's financial profile: Its return on equity remains under authorized levels and cash
flow metrics remain just adequate to support the rating, although adjusted leverage has improved since
MidAmerican Energy Holdings Co. acquired the utility in 2006;

¢ Regulators will need to consistently support retail rate increases to recover PacifiCorp's large capital investment
program amid sluggish economic indicators; and

e Retail electric sales growth has stalled in the portions of the Pacific Northwest that PacifiCorp serves, which, if it
becomes a medium- to long-term trend, could lower profitability and put additional pressure on retail electric

rates.

Rationale

The 'A-' corporate credit rating (CCR) on PacifiCorp reflects what Standard & Poor's Ratings Services views as a
significant financial profile and is supported by PacifiCorp's modest use of leverage to finance a large capital
program and parent MidAmerican Energy Holdings Co.'s (MEHC; BBB+/Stable) willingness to deploy equity into
PacifiCorp as needed to support the company's capital structure as it expands its rate base. Since acquiring the
company in 2006, MEHC has provided $1.06 billion in equity support for the utility's capital needs.

PacifiCorp's excellent business profile benefits from the geographical, market, and regulatory diversity provided by
its six-state service territory. PacifiCorp provides power to retail customers under the name Rocky Mountain Power
in Utah, Wyoming, and Idaho, and as Pacific Power in Oregon, Washington, and California. Utah and Oregon are

Standard & Poors | RatingsDirect on the Global Credit Portal | October 3, 2011 2
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the most important markets for the company, providing around 42% and 24% of annual retail sales, respectively, as
of year-end 2010.

Since being acquired in 2006 by MEHC, the electric utility has made modest strides in improving key business and
regulatory aspects of the utility that serves more than 1.7 million retail electric customers. Despite sluggish economic
recovery in the company's Pacific Northwest territory, its western states, especially Utah, continue to exhibit some
growth. PacifiCorp has been able to eke out rate increases that are in line with our expectations, and the utility was
recently granted a fuel and purchased power adjuster in Utah. Despite its weak design (the utility may collect only
70% of any difference between actual and budgeted costs) and its pilot status (it will sunset in four years), we view
the Utah adjuster as a step forward for credit quality because it mitigates a key business risk for electric utilities, the
vast majority of which were afforded such mechanisms beginning shortly after the western energy crisis in 2001 and
2002. About 90% of PacifiCorp's retail electric sales are now covered by some type of fuel adjusters. (None exist in
Washington state.) The company is building an additional baseload natural-gas—fired plant and in 2010 relied on

natural gas for 12% of energy supplies.

The company's deferred tax balances are lifting cash flows due to an extension of bonus depreciation, and credit
metrics this year are likely to exceed our expectations for this reason. For the 12 months ended June 30, adjusted
funds from operations (FFO) to total debt and FFO interest coverage were 24.3% and 5.4x, respectively. Beneath
this benefit, operating income and EBITDA in the first half of 2011 are approximately flat relative to the prior-year
period, but a $117 million (7%) electric rate increase approved in Utah and a $62 million (11%) increase in
Wyoming, both effective at the end of September, should nudge earnings metrics up in the fourth quarter. Adjusted
debt to total capitalization was 52.4% as of June 30, an increase from 50.1% at yeat-end 2010. The leverage uptick
is due to a $400 million May debt issuance and a common stock distribution of $550 million to its parent, which

reduced shareholder equity.

The cash credit metrics we expect the company to achieve after this year are just adequate, in our view, to support
the ratings, providing little cushion for the company to deviate. For 2012 we project adjusted FFO to total debrt in
the range of 20%, FFO interest coverage of 4.6x, and debt to total capitalization of around 51%. These
expectations reflect our view that the company's earned return on equity (ROE) will be in line with past

performance and that electric sales will grow 1.5% on average.

A key ongoing challenge for PacifiCorp is whether it will be able to achieve rate relief at levels necessary to sustain
the company's capital investment program. The program has been at high levels throughout the recession and will
remain so in the next few years, despite the dimming prospects for economic recovery. MEHC has been consistent in
its investment thesis for the company, seeking to deploy capital in the electric utility in exchange for an opportunity
to earn its authorized return, which varies by state but is in the area of 10%. Since acquisition, MEHC has spent an
average of $1.7 billion per year on capital investment, providing equity investments in PacifiCorp totaling more than
$1 billion to maintain a balanced capital structure. We expect PacifiCorp to spend $1.6 billion this year (it had
spent $712 million as of June 30), and it is budgeting $1.8 billion for 2012 and $1.7 billion in 2013, according to its
10-K filing. This level of spending will continue to require regular retail electric rate increases in all of PacifiCorp's
markets over the next three years. This begs the issue of whether rate case fatigue will set in, creating regulator or
ratepayer resistance to further increases. Through the first half of this year, retail electric sales were up 2%, but this
is largely a result of Rocky Mountain Power, which accounts for about two-thirds of PacifiCorp's total retail sales
and includes Salt Lake City, Utah. Pacific Power, which accounts for the balance of utility electric sales, has seen

load growth stagnate. Further weakening of the economy, which is increasingly appearing to be likely, could

www.standardandpoors.com/ratingsdirect 3
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increase revenue requirements as the company seeks to spread fixed costs over smaller sales volumes.

PacifiCorp's authorized ROE varies by state but is around 10%. (In its most recent rate case in Utah, its authorized
ROE was lowered from 10.6% to 10.0%). Based on our calculations, PacifiCorp's actual ROE has been in the range
of 8.1% to 8.5% since 2007. Achieving stronger ROE may prove difficult given the level of capital the company is
deploying, because regulatory lag is inherent given its high spending.

Among the larger projects PacifiCorp is pursuing is the buildout of Lakeside 2, a 647-megawatt combined-cycle gas
plant in Utah expected in service in 2014. Coal plant environmental upgrades are also planned, as is a major
transmission investment, including the multi-segment transmission line, the Energy Gateway Transmission project
(EGTE). The EGTE is a multiyear, $6 billion-plus transmission project that will add approximately 2,000 miles of
new transmission line across the West. The project is being completed in phases, with the last phase expected to go
into service in 2019. Construction of the first, 135-mile segment, running from the Populus substation in southern
Idaho to the Terminal substation near Salt Lake City, was completed December 2010 at a cost of $830 million.

Some 89% of the total costs are being recovered in current rates in the various states. But in its December 2010 rate
case, the Idaho Public Utilities Commission (IPUC) disallowed recovery in current rates of 27% of its 6% share of
the investment (or about 1.62% or $13 million). In December 2010 the IPUC ordered the company to carry the
asset as plant held for future use. The company has filed an appeal of the IPUC's order with the Idaho Supreme
Court. The IPUC's ruling is an unfavorable precedent. Given that no transmission projects have received explicit
pre-approval in any of the jurisdictions PacifiCorp serves, the onus is on the company to demonstrate the value of its
transmission investment to regulators, largely on an ex post basis. The next segment to be completed is
Mona-to-Oquirrh, a 100-mile segment within Utah expected in service summer 2013 at a cost of $440 million.

Construction is underway.

PacifiCorp is wholly owned by MEHC and has put in ring-fencing provisions that allow us to rate PacifiCorp above
the 'BBB+' CCR on MEHG, if its stand-alone credit metrics and business profile risks warrant. In turn, MEHC is
privately held and majority owned by Berkshire Hathaway (AA+/Negative/A-1+). PacifiCorp benefits from
regulatory insulation from its parent. Our criteria provide that the PacifiCorp CCR can be no more than three
notches above the MEHC consolidated credit rating. The parent and subsidiary are currently rated within one notch
of one another.

Liquidity

On a stand-alone basis (i.e., unenhanced by the existing $2 billion contingent equity agreement available to MEHC
to support any of its regulated subsidiaries, including PacifiCorp) we view PacifiCorp's liquidity as adequate under
our corporate liquidity methodology. This methodology categorizes liquidity in five standard descriptors
(exceptional, strong, adequate, less than adequate, and weak). Projected sources of liquidity, which consist of
operating cash flow and available bank lines, exceed projected uses, including capital expenditures, debt maturities,
and common dividends, by more than 1.2x. Under our criteria, we exclude as sources of liquidity any facilities

expiring within one year of the liquidity assessment date.

The utility maintains unsecured credit facilities that totaled $1.395 billion as of June 30. Of this total, $304 million
of liquidity is reserved for letters of credit to support tax exempt bond obligations, reducing available borrowings to
$1.091 billion. (In July 2011, as scheduled, $40 million in bank commitments under one of its facilities expires;
current credit lines total $1.355 billion.) There are no rating triggers on the credit lines. One facility, for $635

million, expires in October 2012. (We have included this facility as source of liquidity based on this assessment
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completed in late September.) The other credit facility is sized at $720 million and will decline to $630 million in
July 2012 and expire in 2013. Regulatory restrictions limit PacifiCorp's short-term debt to $1.5 billion.

PacifiCorp's liquidity is indirectly supported by Berkshire Hathaway, which has in place through February 2014 a
$2 billion equity commitment agreement between itself and MEHC under which MEHC can unilaterally call upon
Berkshire Hathaway to support either its parent debt repayment or the capital needs of its regulated subsidiaries,
including MidAmerican Energy Co. Nevertheless, we assess PacifiCorp's liquidity on a stand-alone basis because the
utility has no authority to cause MEHC to make an equity contribution from Berkshire Hathaway through an
MEHC board request. Although MEHC would typically have strong incentives to support the utility by tapping the
Berkshire Hathaway contingent equity, MEHC would be expected to do so only if doing so were in the parent's best
economic interests. Because Berkshire has up to 180 days to fund an equity request, we also do not count on the
agreement to provide PacifiCorp with immediate cash. For these reasons, we consider the equity agreement a

qualitative enhancement to liquidity but continue to calculate the utility's liquidity metrics on a stand-alone basis.

Recovery analysis

We rate PacifiCorp's first mortgage bonds (FMB) 'A', a notch higher than the 'A-' issuer credit rating, and have
assigned them a recovery rating of '1+'. We assign recovery ratings to FMBs issued by investment-grade U.S.
utilities, and this can result in issue ratings that are higher than the utility CCR depending on the CCR category and
the extent of the collateral coverage. We base our investment-grade FMB recovery methodology on the ample
historical record of nearly 100% recovery for secured-bond holders in utility bankruptcies and on our view that the
factors that supported those recoveries (the limited size of the creditor class and the durable value of utility
rate-based assets during and after a reorganization, given the essential service provided and the high replacement
cost) will persist. Under our notching criteria, we consider the limitations of FMB issuance under the utility's
indenture relative to the value of the collateral pledged to bondholders, management's stated intentions on future
FMB issuance, and the regulatory limitations on bond issuance. FMB ratings can exceed a utility CCR by as many as
one notch in the 'A’ category, two notches in the 'BBB' category, and three notches in speculative-grade categories.
(See "Changes To Collateral Requirements For '1+' Recovery Ratings On U.S. Utility First Mortgage Bonds,"
published Sept. 6, 2007, on RatingsDirect on the Global Credit Portal.)

PacifiCorp's FMBs benefit from a first-priority lien on substantially all of the utility's real property owned or
subsequently acquired. Collateral, in combination with regulatory covenants that restrict borrowing that were
entered into as a condition of MEHC's acquisition of PacifiCorp in 2006, provides coverage of more than 1.5x,

supporting a recovery rating of '1+' and an issue rating one notch above the CCR.

QOutlook

The stable outlook incorporates our anticipation that PacifiCorp will be able to perform to forecast, achieving
adjusted FFO to debt in the area of 20%, FFO interest coverage of at least 4.5x and adjusted debt to total
capitalization of around 50%. We view these cash flow levels as merely adequate to maintain the ratings, and could
lower the ratings if FFO to total debt drops to less than 18% on a sustained basis, with FFO interest coverage or
adjusted leverage creeping above 52% over our outlook horizon. We do not expect upward ratings momentum for

the utility, given its heavy investment program.
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Table 1.

PacifiCorp -- Peer Comparison”

PacifiCorp Portland General Electric Co. Pacific Gas & Electric Co.

Rating as of Sept. 22, 2010

A-/Stable/A-2  BBB/Stable/A-2

BBB+/Watch Neg/A-2

--Average of past three fiscal years--

(Mil. $)

Revenues 4,404.3 1,764.0 13,2189
Net income from cont. oper. 479.7 109.0 1,157.7
Funds from operations {FFO) 1,342.3 326.5 3.030.0
Capital expenditures 1,850.2 5114 34377
Cash and short-term investments 134.7 38.0 175.7
Debt 6,641.7 1,875.2 12,662.8
Preferred stock 342 0.0 258.0
Equity 5926.2 1,404.3 10,032.3
Debt and equity 12,567.9 32795 22,6952
Adjusted ratios

EBIT interest coverage (x) 28 22 29
FFO int. cov. {x} 43 35 41
FFO/debt {%) 20.2 17.4 239
Discretionary cash flow/debt (%) {10.5) (14.4) (14.1)
Net cash flow/capital expenditure (%) 72.5 515 7.2
Total debt/debt plus equity {%) 52.8 57.2 55.8
Return on common equity {%) 712 6.3 111
Common dividend payout ratio {unad].; %) 2.7 59.6 49.6

*Fully adjusted {including postretirement obligations).

Table 2.

PacifiCorp -- Financial Summary*

--Fiscal year ended Dec. 31--

2009 2008 2007 2006 2006
Rating history A-/Stable/A-2 A-/Watch Neg/A-1 A-/Stable/A-1 A-/Stable/A-1  A-/Stable/A-1
(Mil. $}
Revenues 4.457.0 4498.0 4,258.0 41541 3,896.7
Net income from continuing operations 542.0 458.0 438.0 3079 360.7
Funds from operations {FFO} 1,760.1 1,272.1 994.8 9276 864.5
Capital expenditures 2,297.1 1,757.0 1,496.4 1,375.0 1,030.5
Cash and short-term investments 117.0 53.0 228.0 59.0 119.6
Debt 74158 6,635.9 5,873.5 5,473.6 5,185.3
Preferred stock 205 41.0 41.0 41.3 413
Equity 68,7115 5,987.0 5,080.0 4,426.8 3.750.7
Debt and equity 14,1273 12,6229 10,953.5 9,900.4 8.936.0
Adjusted ratios
EBIT interest coverage (x) 2.7 2.8 2.8 25 3.0
FFQ int. cov. (x) 49 42 35 38 38
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Table 2.
FFO/det (%) ‘ 237 19.2 16.9 16.9 16.7
Discretionary cash flow/debt (%) {10.2) {(10.7) (10.5) {(10.7) (5.6}
Net cash flow/capital expenditure (%) 76.6 72.3 66.3 66.1 66.7
Debt/debt and equity (%) 52.5 526 53.6 55.3 58.0
Return on common equity (%) 70 6.8 7.8 6.2 8.9
Common dividend payout ratic (unadj.; %) 7.0 0.0 0.0 52 491

*Fully adjusted (including postretirement obligations).
Table 3.
Reconciliation Of PacifiCorp Reported Amounts With Standard & Poor's Adjusted Amounts
--Fiscal year ended Dec. 31, 2009--

(Mil. $)*

PacifiCorp reported amounts

Operating Operating Operating
income income income Cash flow Cash flow
Shareholders’ (hefore (before (after Interest from from Dividends Capital
Debt equity D&A) D&A)} D&A) expense operations operations paid expenditures

Reported 6.416.0 6,732.0 1,609.0 1,609.0 1,060.0 359.0 1.500.0 1,500.0 2.0 2,328.0

Standard & Poor’s adjustments

Operating 36.5 -- 5.0 2.3 2.3 2.3 2.7 2.7 - 4.1
leases

Intermediate 20.5 {20.5) - - - 1.0 (1.0 {1.0) {1.0)
hybrids

reported as

equity

Postretirement 369.9 -- 20.0 20.0 20.0 5.0 338 338

benefit

obligations

Accrued mo - - - - - - - - -
interest not

included in

reported debt

Capitalized -- -- - - -- 35.0 (35.0) (35.0) - (35.0)
interest

Power purchase 3957 - 63.3 63.3 25.8 258 375 375
agreements

Asset 66.3 - 9.0 9.0 9.0 8.0 5.2 5.2 -
retirement
obligations

Reclassification - - - - 83.0 - - - _
of nongperating

income

{expenses)

Reclassification - - - - - - - 217.0 -
of

working-capital

cash flow

changes

Total 999.8 {20.5} 97.3 94.6 140.2 78.2 431 260.1 (1.0) {30.9)
adjustments

www.standardandpoors.com/ratingsdirect




Table 3.

Standard & Poor's adjusted amounts

Reconciliation 0f PacifiCorp Reported Amounts With Standard & Poor's Adjusted Amounts {Mil. $)*

PacifiCorp

{cont.)

Operating

income

(before

Debt Equity D&A)

Adjusted 74158 67115 1,706.3

Cash flow Funds
from from Dividends Capital
EBIT expense operations operations paid expenditures
1,543 1,760.1 1.0 2,297

*PacifiCorp reported amounts shown are taken from the company's financial statements but might include adjustments made by data providers or reclassifications made by

Standard & Poor's analysts. Please note that two reported amounts {operating income before D&A and cash flow from operations) are used to derive more than one Standard
& Poor's-adjusted amount {operating income before D&A and EBITDA, and cash flow from operations and funds from operations, respectively). Consequently, the first section
in some tables may feature duplicate descriptions and amounts.

» PacifiCorp
Corporate Credit Rating
Commercial Paper

A-/Stable/A-2

Local Currency A-2
Preferred Stock (2 Issues) BBB
Senior Secured {54 Issues) A
Senior Unsecured {2 1ssues) A-
Corporate Credit Ratings History
27-Mar-2009 A-/Stable/A-2
18-Sep-2008 A-/Watch Neg/A-1
22-Mar-2008 A-/Stable/A-1
Business Risk Profile Excellent
Financial Risk Profile Significant
Related Entities
CE Electric U.K: Funding Co.
Issuer Credit Rating BBB+/Stable/A-2
Senior Unsecured {1 Issuej BBB+
CE Generation LLC
Senior Secured {1 Issue) BB+/Stable
Cordova Energy Co. LLC
Senior Secured {1 Issue) BB/Stable
lowa-Illinois Gas & Eiectric Co.
Senior Unsecured {5 Issues) A-/A-2
Kern River Gas Transmission Co.
Senior Secured {2 Issues) A-/Stable
MidAmerican Energy Co.
Issuer Credit Rating A-/Stable/A-2
Commercial Paper

Local Currency A-2
Preferred Stock {1 Issue) BBB+
Senior Unsecured {8 Issues) A-
Senior Unsecured {2 Issues) A-/A-2
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PacifiCorp

MidAmerican Energy Holdings Co.

Issuer Credit Rating BBB+/Stable/-
Preferred Stock {2 Issues) BBB-
Senior-Unsecured (8 Issues) ‘ BBB+
MidAmerican Funding LLC

Senior Secured {1 Issue} BBB+
Midwest Power Systems Inc.

Senior Unsecured {1 Issue) A-/A-2
Northern Electric Distribution Ltd.

Issuer Credit Rating A-/Stable/--
Senior Unsecured {1 Issue) A-

Northern Electric Finance PLC

Senior Unsecured {1 issue) A-

Northern Electric PLC

Issuer Credit Rating BBB+/Stable/A-2
Senior Unsecured {1 Issue) A

Northern Natural Gas Co.

Issuer Credit Rating A/Stable/-
Senior Unsecured {5 Issues) A

Salton Sea Funding Corp.

Senior Secured (1 Issue) BBB-/Stable
Yorkshire Electricity Distribution PLC

Issuer Credit Rating A-/Stable/A-2
Senior Unsecured {2 Issues) A-

Yorkshire Electricity Group PLC

Issuer Credit Rating BBB+/Stable/-
Yorkshire Power Group Ltd.

Issuer Credit Rating BBB+/Stable/A-2
BBB+

*Unless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard
& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.

Senior Unsecured {1-1ssug)
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This Credit Analysis provides an in-depth
discussion of credit rating(s) for
MidAmerican Energy Holdings Co. and
should be read in conjunction with Moody's
most recent Credit Opinion and rating
information available on Moody's website.

INFRASTRUCTURE FINANCE
OCTOBER 7, 2011

MidAmerican Energy Holdings Co.

Des Moines, lowa, United States

MidAmerican Energy Holdings Company (MEHC) owns and operates a well diversified
portfolio of regulated, energy related businesses, a credit positive. The regulated or
contracted businesses provide stability and lower MEHC’s business risk profile. These

businesses include:
—  U.S. state-regulated vertically integrated utilities,
—  U.S. FERC-regulated interstate natural gas pipelines,
— UK. federally regulated electric distribution network operators, and
—  Unregulated contracted power generation in the U.S. and Asia.

Non-regulated operations include HomeServices, a real estate brokerage business which
is higher risk, non-core, and thus a credit-negative for MEHC. Nevertheless, the
business is minor, self-financing, and not a drag on MEHC’s credit profile despite the
continuing difficulties in the housing market.

Certain of consolidated cash flow metrics are weak for the rating; however, we premise
MEHC’s Baal rating on expected steady improvement through organic means, as
demonstrated for example by cash flow pre-working capital (CFO pre-w/c) / debt ratios
rising from their current levels in the mid-teens to the high teens. Our expectations are
based on sustainable improvement and exclude the temporary positive impacts of bonus
depreciation.

MEHC and its subsidiaries compare favorably to their peers, much due in part to the
benefits of being a Berkshire Hathaway vehicle, including having a reliable source of
alternative liquidity and equity and a lack of a regular dividend requirement. This
financial flexibility and long-term horizon have promoted reinvestment and resulted in
well-run operations. Historically, these benefits have provided some uplift to the rating.
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Business Profile

MidAmerican Energy Holdings Company (MEHC, Baal sr. uns.) is a sizable electric utility holding
company with a diverse mix of mostly regulated electric and gas companies. The majority of its assets
are located in the U.S., but the company also has a significant presence in the U.K. and a project in the
Philippines. Unlike most other U.S. investor-owned utilities, MEHC has been a private company
since 2000 when Berkshire Hathaway (BRK, Aa2 sr. uns.) and senior management took control, and
this has differentiated its financial strategy (see “Management Strategy”).

FIGURE 1
Regulated Businesses Exceeding 96% Indicate Stability
2010 Operating Income by Platform

CalEnergy Generation-
Domestic
0%

CalEnergy Generation-
Foreign
3%

HomeServices
1%

CE Electric UK

18% PacifiCorp

41%

Kern River __—"

8%

Northern Natural Gas
1%

MidAmerican Funding
18%

Source: Moody's FM

Through its history, MEHC has grown from major acquisitions, which have become segment
“platforms.” Beginning as CalEnergy (not rated'), an independent power producer, the company
acquired a regulated electric distribution network operator (DNO) Northern Electric (A3 sr. uns., now
a subsidiary of CE Electric UK, rated Baal) in 1996. In 1998, MEHC acquired Iowa electric utility
MidAmerican Energy Company (MEC, A2 sr. uns.) as well as two Midwestern real estate brokerage
firms which began the HomeServices residential real estate brokerage platform. These acquisitions
were followed by another UK DNO Yorkshire Electric (A3 sr. uns. and also a subsidiary of CE Electric
UK) in 2001 and two gas pipelines Northern Natural (A2 sr. uns.) and Kern River (A3) in 2002, In
2006, it made its largest acquisition of PacifiCorp (Baal), an electric utility system in western U.S. In
addition to these platforms, some meaningful investments exist, such as Electric Transmission Texas
(ETT), a transmission development joint venture with AEP, an Alaska gas storage joint venture with
SEMCO Energy; and a minority interest in BYD, a Chinese rechargeable battery and electric
carmaker.

1

Moody’s however does rate three of CalEnergy’s project vehicles: Cordova Energy Funding (Ba3 sr. sec.), CE Generation (Bal sr. sec.), Salton Sea Funding (Baa3 sr.
sec.).

I EE———
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FIGURE 2
Organization Chart

MidAmerican Energy Holdings Co.
Sr. Unsecured Notes Baal
Total Debt: $6,024 mm

PacifiCorp MidAmerican Funding, LLC CE Electric UK Funding Northern Natural Kern River Cal Energy HomeServices
Issuer Rating Bazl Sr. Secured Notes A3 Sr. Unsecured Notes Baal Sr. Unsecured Notes A3 Sr. Secured Notes A3 Not Rated Not Rated
First Mortgage Bonds A2 TotalDebt: $325 mm Total Debt: $320 mm Total Debt: $1,030 mm SrT- UnfeDcubre_dS;lotes A3
Sr. Secured Notes A2 otal Debt: $799 mm
Preferred Stock Baa3 5 o Foreign CS Casecnan Water and Energy
Total Debt: $6,303 mm MidAmerican Energy Co. Yorkshire Electricity Distribution > Not Rated
Sr. Unsecured Notes A3
Sr. Unsecured Notes A2 Total Debt: $923 mm
Total Debt: $3,183mm ’ i .
Cordova Funding Corporation
. Sr. Secured Notes Ba3
Northern Electric us Total Debt: $170 mm
Sr. Unsecured NotesA3
Total Debt: $396 mm 0%

CE Generation LLC
Sr. Secured Notes Bal
Total Debt: $225 mm

Salton Sea Funding
Sr. Secured Notes Baa3
Total Debt: $138 mm

Source: Moody's

Opportunities/Strengths:

»  Well diversified portfolio of stable regulated assets

»  Comfortably positioned to meet environmental mandates while capital expenditure remains high
»  Good track record as operator of regulated assets

»  Benefits from BRK ownership

Challenges/Weaknesses:

»  Significant parent-level debt

»  Consolidated metrics weak for rating

»  Minor but higher risk unregulated businesses

»  Event risk

3 OCTOBER 7, 2011 CREDIT ANALYSIS: MIDAMERICAN ENERGY HOLDINGS CO.
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FIGURE 3
MidAmerican Energy Holdings

Summary Financials
As of December 31, 2010

MidAmerican MidAmerican

Energy Energy Northern CK Electric CE* Cordova
Holdings PacifiCorp Company  Natural Gas KernRiver UK Funding  Generation Salton Sea* Funding
(in $ millions) Baal/Stable  Baal/Stable A2/Stable A2/Stable A3/Stable Baal/Stable Bal/Stable  Baa3/Stable  Ba3/Stable
Revenue $ M7 $ 4,432 $ 3,810 $ 624 $ 357 $ 936 $ 261 $ 225 $ 32
EBITDA 4,040 1,700 858 349 217 725 122 113 28

Net Property Plant &
Equipment 32,427 16,437 7,045 2,193 1,717 5,865 672 542 199
Total Assets 46,196 20,191 9,136 2,786 1,936 6,495 1,109 747 242
Total Debt 20,829 6,803 3,183 1,030 799 2,317 205 138 170
Total Equity 13,232 7,278 2,958 1,214 704 1,636 524 445 71
Cash From Operations 2,983 1,480 852 305 184 356 87 105 13
Capital Expenditures (2,652) (1,572) (351) (139) (162) (347) (38) (38) 0
Dividends - - (375) - (15) - (18) (49) -

Source: Moody's Financial Metrics

*Amounts shown are for 100% of CE Generation and its subsidiary Salton Sea. MEHC owns 50% of CE Generation.

Top Credit Topics

Credit-Positive Financial Policy Mitigates Weak Metrics

MEHC benefits from being owned by the strong, highly liquid BRK, which typically buys and holds
its platform acquisitions as compared to a typical private equity firm. This long-term investment
approach has helped MEHC accrue a good track record as operator. For instance, MEHC has never
paid a common dividend to BRK, and MEHCs utility subsidiaries usually retain their earnings to
reinvest in the business and to de-lever?. BRK’s $2 billion equity commitment to MEHC also provides
an alternative “back door” source of liquidity. This financial strategy has allowed a slow organic
improvement in MEHC’s consolidated credit profile, although credit metrics are still weak for its
rating. This lack of a regular dividend requirement is more credit-friendly than the typical utility
corporate finance model, which entails high dividend payouts to public shareholders on a regular basis.

Longer term, the MEHC bondholder will be subject to event risk. As indicated by its history, MEHC
is open to making muld-billion dollar acquisitions that could be transforming. Much of the
acquisition debt financing will likely be done at the MEHC parent level. The company has been
disciplined in what it would pay, eschewing asset auctions which could heat up valuations. On certain
instances, it has profited as a “white knight” for companies in distress (e.g., acquisition of two pipelines
in 2002, bid for Constellation Energy in 2008). The vast liquid resources of BRK allows MEHC to
strike when such opportunities arise. BRK is likely to provide some equity financing, which could

In part due to the additional cash flow from bonus depreciation in 2011, maturing debt has been refinanced with less new debt at PacifiCorp and Northern Natural.
MEHC parent company repaid its trust preferreds with internal cash flow.

I EE———
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include some form of hybrids, such as a trust preferred stock which it has used in the past. Such
securities offer attractive returns to BRK’s insurance units.

Although we expect large investments at MEHC to be similar to what it already owns (mostly
regulated energy assets), BRK has occasionally used MEHC as a vehicle for investments not related to
its core energy business, such as HomeServices and BYD which have higher risk. For example,
MEHC’s $230 million original equity investment in BYD made in 2008 peaked in value in 2009 but
has given up those gains this year’.

Ratings Notched to Reflect Standalone Credit Qualities

Although certain of MEHC’s cash flow ratios map to Baa2 levels, the company is rated a notch higher
reflecting some of the above-mentioned benefits from geographic and regulatory diversity as well as
BRK’s ownership. MEHC and its subsidiaries are rated “bottoms up” on a legal entity basis to reflect
their standalone credit profiles rather than as a function of BRK’s Aa2 rating. Their credit profiles are
separate and distinct by virtue of their being non-guaranteed self-financing businesses with their own
risks and default probabilities. PacifiCorp, MEC, the two pipelines, and CE Electric UK all exist
within legal ringfencing corporate structures to further delineate their individual credit profiles.
MEHC does not have a money pool which could more closely align its affiliates’ ratings.

This corporate structure thus includes rated entities with ratings ranging from single A to Ba. MEHC’s
Baal rating for holding company debt reflects not only a consolidated view of its assets, but also the
structural subordination of the holding company debt to several of its operating companies being rated
single A. The lower parent rating indicates a sizable proportion of parent debt, which at roughly 30%
of consolidated debr, is relatively high compared to many other utility holding companies. A relatively
minor amount of non-recourse debt exists off-balance sheet* at some of its equity investments, such as

CE Gen and ETT.

Capital Expenditures Remain High But Well Positioned to Meet Environmental Rules

As with the rest of the electric industry, MEHC is undergoing an extended capital spending cycle.
During this period, it plans to apply a boost in cash flow from bonus depreciation (estimated to be
$840 million in 2011 and $390 million in 2012) to accelerate spending. The biggest projects are in
electric transmission and wind projects, as parts of a decade-long carbon risk reduction strategy.
Because it had a head start in investing for anticipated environmental mandates, the company does not
expect a big increase in capital expenditures to catch up:

»  Transmission: PacifiCorp’s $6 billion Energy Gateway project includes segments which are
completed and in-service as well as segments expected to be completed through 2019. Electric
Transmission Texas (a 50%/50% joint venture with AEP) has ongoing transmission investments
in ERCOT estimated at $2 billion which include projects scheduled to be on-line in 2013.

»  Wind: With 1,284 megawatts (MW) of owned capacity, MEC is the largest utility owner of wind-
powered generation in the U.S. Its 593 MW $913 million Wind VII will be completed by year-
end 2011.

»  Generation: PacifiCorp is constructing Lakeside 2, a 637 MW $756 million natural gas combined
cycle power plant to be in service in 2014.

Stock price graph for BYD Co Ltd. 12/31/08 — 10/7/11 via reuters.com, accessed 10/7/11.

4 MEHC’s 50% proportional share of joint venture debt equating to about 2% of MEHC’s consolidated debt.

I EE———
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»  Pipelines: Sizable projects are winding down. Kern River’s $373 million Apex expansion is due to
be in service in the fourth quarter 2011. Northern Natural’s $350 million Northern Lights
expansion concluded in November 2010.

»  CE Electric UK : Investment expected to be 40% higher in Distribution Price Control Review 5
(DPCR5, the five year period from April 2010 to March 2015) compared to DPCR4 (2005 to
2010) for asset replacement, growth, and reliability.

Rate Stability in Most Jurisdictions Except at PacifiCorp

Regulatory risk is manageable because MEHC’s operations are well diversified among many
jurisdictions. In a number of them, MEHC enjoys rate stability under a multi-year rate plan, which
does not expire for a few years. It faces no make-or-break rate proceedings in near term:

»  PacifiCorp continues to under-earn its allowed returns (return-on-equity on a GAAP basis at 8%
in 2010 compared to 7% in 2006 when MEHC acquired it) although a series of rate cases have
provided a significant amount of rate relief. Given the ongoing capital spending forecast to keep
up with a disperse, growing service territory, this regulatory lag is likely to persist.

We note that PacifiCorp operates in regulatory environments that have been historically less
amenable than others to rate designs that promote more timely and certain cost recovery. In recent
years, however, we have seen some improvements in that regard. For example, fuel adjustment clauses
are available now in all its jurisdictions except Washington, but the negative effect of this is minor,
since this state accounts for only 8% of sales to retail customers. The company recently concluded a
rate case in Utah, its largest jurisdiction. We expect PacifiCorp will continue on a treadmill of filing
rate cases in its various jurisdictions every year or so.

»  MEC enjoys a favorable regulatory environment, where it is allowed and has earned returns-on-
equity above 10%, which is average now for the US utility sector. The company is under a rate
plan which expires in 2013.

»  CE Electric UK is operating under a five-year price control period which is in place until 2015
(DPCR5).

» At Northern Natural, no rate cases are expected or required following the FERC Section 5 rate
investigation in 2010.

»  Kern River recently finalized a rate order with the FERC for Period Two rates that begin after the
expiration of existing Period One contracts. Period One contracts expire during the period from
September 2011 through April 2018. Period Two contracts are for a term of 10 or 15 years.

Peer Comparisons

MEHC's Metric Lag Utility Holding Company Peers

MEHC compares best to similarly rated electric holding companies that are predominantly rate-
regulated and operate in multiple jurisdictions, mostly in the Midwest where the regulatory
frameworks are similar. Such companies would include Xcel Energy, Duke, and AEP. Prospectively,
PPL will be more comparable after it increased its regulated businesses with its recent acquisitions of

Kentucky utilities and UK DNOs.

CREDIT ANALYSIS: MIDAMERICAN ENERGY HOLDINGS CO.
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FIGURE 4

Utility Holdco Peers

Revenue

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Holdings Baal $ 10,301,000 $ 12,376,000 $ 12,668,000 $ 11,204,000 $ 11,127,000
Xcel Energy Inc. Baal $ 9,840,304 $ 10,034,170 $ 11,203,156 $ 9,644,303 $ 10,310,947
Duke Energy Baa2 $ 10,607,000 $ 12,720,000 $ 13,207,000 $ 12,731,000 $ 14,272,000
American Electric Power Company, Inc. Baa2 $ 12,622,000 $ 13,380,000 $ 14,440,000 $ 13,489,000 $ 14,427,000
PPL Corporation Baa3 $ 6,131,000 $ 6,498,000 $ 8,007,000 S 7,449,000 $ 8,521,000
Total Debt

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Holdings Baal $ 19,406,000 $ 20,935,000 $ 21,599,000 $ 21,152,000 $ 20,829,000
Xcel Energy Inc. Baal $ 7,757,324 $ 840979 $ 9297251 $ 9375177 $ 10,367,423
Duke Energy Baa2 $ 21,870,000 $ 12,932,000 $ 17,187,000 $ 18,539,000 $ 19,323,000
American Electric Power Company, Inc. Baa2 $ 13,716,000 $ 15,654,000 $ 17,959,000 $ 17,624,000 $ 18,157,000
PPL Corporation Baa3 $ 8,971,730 $ 8197071 $ 9942916 § 9,601,430 $ 15,021,818
(CFO Pre-W/C) / Debt

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Holdings Baal 11.5% 12.0% 12.4% 16.8% 16.1%
Xcel Energy Inc. Baal 19.2% 21.3% 18.5% 19.9% 20.6%
Duke Energy Baa2 18.9% 37.3% 23.2% 22.5% 20.9%
American Electric Power Company, Inc. Baa2 16.9% 14.5% 13.5% 17.8% 17.1%
PPL Corporation Baa3 18.9% 21.2% 16.4% 18.8% 18.6%
(CFO Pre-W/C + Interest) / Interest Expense

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Holdings Baal 2.9x 2.9x 2.9x 3.7x 3.7x
Xcel Energy Inc. Baal 4.0x 4.3x 4.0x 4.2x 4.8x
Duke Energy Baa2 7.0x 6.7x 5.2x 5.2x 4.8x
American Electric Power Company, Inc. Baa2 4.0x 3.5x 3.4x 4.0x 3.9x
PPL Corporation Baa3 4.4x 4.0x 3.9x 4.5x 5.3x

Source: Moody's FM
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Compared to these peers, MEHC has distinctly weaker credit metrics although they have improved
steadily as expected in its current ratings. MEHC’s ratings are premised on this improvement
continuing, so that its credit metrics are sustained at no lower than recent levels. For example, cash
flow before working capital (CFO Pre-W/C) / Debt is currently about 16%, which maps to the low
end of the Baa2 range in Moody’s rating grid, but the rating anticipates the ratio gradually rising to about
19% without bonus depreciation, which is on the high end of the Baa2 range and more in line with its
peers.

Utility Operating Companies Comfortably Positioned in Rating Category

MEC and PacifiCorp also compare best to similarly rated vertically integrated utilities that operate in
the same region under similar regulatory frameworks. MEC’s peers include its smaller Iowa neighbor
Interstate Power and Light, and to its north, Northern States Power (Minnesota), located in
Minnesota, where Moody’s considers regulatory environment to be above-average as in Iowa. As for
PacifiCorp, operations in six states (in order by sales volumes Utah, Oregon, Wyoming, Washington,
Idaho, and California) makes it comparable to other multi-state electric systems in the Rockies and the
Pacific Northwest, such as Idaho Power (operations in Idaho and Oregon) and Avista (Washington,
Idaho, Oregon).

FIGURE 5
Utility Opco Peers

Revenue

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Company A2 $ 3,447,931 $ 4,258,000 $§ 4,700,000 $ 3,693,000 $ 3,810,000
Interstate Power and Light Company A3 $ 1,754,800 $ 1695900 $ 1758000 $ 1,708,000 S 1,795800
Northern States Power (Minnesota) A3 $ 4,027,615 § 4272214 § 4,493,636 § 4066689 $§ 4234316
PacifiCorp Baa1l $ 4,154,100 $§ 4,258,000 $ 4,498,000 $ 4,457,000 S 4,432,000
Idaho Power Company Baal $ 920,473 $ 875,401 $ 956,076 $ 104599 $ 1,033,052
Avista Corp. Baa2 $ 1,506,311 $ 1,417,757 $ 1,676,763 $ 1,512,565 $ 1,558,740
Total Debt

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Company A2 $ 1,998,201 $ 2,750,000 $§ 3,669,033 $ 3,181,000 $§ 3,183,000
Interstate Power and Light Company A3 $ 1,106,500 $ 938,508 $ 1,202,229 $ 1,454900 $ 1,599,900
Northern States Power (Minnesota) A3 $ 2,388,228 $ 2899709 § 3,091,249 $ 3,013,778 $§ 3,337,912
PacifiCorp Baal $ 532,300 $ 5,459,000 $ 6,127,000 $ 6,868,000 $ 6,803,000
Idaho Power Company Baal $ 1,072,340 $ 1,302,771 $ 1,564,038 $ 1615872 $ 1,802,682
Avista Corp. Baa2 $ 1,328,124 $ 1,256,565 $ 1,400,803 $ 1,354,688 $ 1,485,597
(CFO Pre-W/C) / Debt

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Company A2 27.3% 22.4% 21.7% 29.8% 28.0%
Interstate Power and Light Company A3 29.2% 38.6% 21.6% 29.8% 26.1%
Northern States Power (Minnesota) A3 25.0% 28.6% 25.4% 25.2% 26.6%
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FIGURE 5

Utility Opco Peers

PacifiCorp Baal 17.8% 17.9% 18.7% 26.0% 25.7%
Idaho Power Company Baal 14.4% 7.1% 10.4% 18.2% 18.8%
Avista Corp. Baa2 14.4% 14.2% 17.5% 19.8% 17.7%

(CFO Pre-W/C + Interest) / Interest Expense

Company Name Rating 2006 2007 2008 2009 2010
MidAmerican Energy Company A2 5.9x 5.3x 5.6x 6.4x 6.2x
Interstate Power and Light Company A3 5.3x 6.4x 5.7x 8.1x 6.2
Northern States Power (Minnesota) A3 4.6x 5.5x 5.0x 4.9x 5.4x
PacifiCorp Baal 4.3x 3.8x 4.2x 5.2x 5.3x
Idaho Power Company Baal 3.6x 2.4x 3.0x 4.3x 4.6x
Avista Corp. Baa2 2.8x 2.9x 3.7x 4.4x 4.1x

Source: Moody's FM

MEC and PacifiCorp are both comfortably positioned in their respective rating categories. Of the two
sister companies, MEC merits being rated two notches higher with stronger, more stable credit metrics
than PacifiCorp. Although the gap between the two has narrowed since 2009, we note much of
PacifiCorp’s improvement is a temporary one due to bonus depreciation, and when those tax benefits
end in 2012, we expect that its ratios will fall back down to levels typical before 2009 and more in line
with its Baa-rated peers, such as CFO pre-W/C / Debt around 20% and CFO pre-W/C / Interest in
the low to mid 4 times range.

Stronger metrics for the lowa and Minnesota utilities are products of more favorable and timely cost
recovery mechanisms in those states, while the weaker metrics for the Baa-rated western utilities reflect
a history of more restrictive regulation.

Pipeline Subsidiaries Favorably Positioned Against Regional Peers

Northern Natural and Kern River compare best to long-haul pipelines that have similar supply sources
and markets and which serve a like function and configuration (e.g., market-pull with a web-like
network versus a supply-push bullet line). Northern Natural’s peers thus include midwestern pipes that
stretch from the Midcontinent and the Gulf Coast to market areas in the upper Midwest, such as
Panhandle Eastern and NGPL PipeCo. Kern River’s closest peers extend from the Rockies to the West
Coast, such as El Paso Natural Gas and the new Ruby Pipeline.
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FIGURE 6
Pipeline Peers

Revenue

Company Name Rating 2006 2007 2008 2009 2010
Northern Natural Gas Company A2 S 633,585 S 663,958 § 769,087 $ 688,509 $ 624,434
Panhandle Eastern Pipe Line Comp Baa3 $ 577,182 $ 658,446  $ 721,640 $ 749,61 S 769,450
Kern River Funding Corporation A3 $ 325,165 S 404,193 § 443,062 $ 371,951 $ 357,322
El Paso Natural Gas Company Baa3 $ 588,000 S 557,000 $ 590,000 $ 593,000 $ 517,000
Total Debt

Company Name Rating 2006 2007 2008 2009 2010
Northern Natural Gas Company A2 $ 827,610 $ 978357 % 1029970 § 1,030,033 $ 1,030,700
Panhandle Eastern Pipe Line Comp Baa3 $ 1,765,014 $ 1977104 $ 2,023,569 § 2,129,994 § 2,087,335
Kern River Funding Corporation A3 $ 1,091,407 $ 1,016,424 S 943,608 $ 868,702 $ 790,034
El Paso Natural Gas Company Baa3 $ 1,247,000 $ 1326000 $ 1342000 $ 1335000 $ 1,297,000
(CFO Pre-W/C) / Debt

Company Name Rating 2006 2007 2008 2009 2010
Northern Natural Gas Company A2 36.5% 30.5% 355% 32.7% 30.6%
Panhandle Eastern Pipe Line Comp Baa3 14.2% 13.0% 14.6% 18.4% 14.7%
Kern River Funding Corporation A3 16.0% 29.1% 15.0% 28.2% 23.2%
El Paso Natural Gas Company Baa3 17.8% 13.9% 24.9% 12.7% 17.1%
(CFO Pre-W/C + Interest) / Interest Expense

Company Name Rating 2006 2007 2008 2009 2010
Northern Natural Gas Company A2 7.0x 6.2x 7.0x 6.6x 6.2x
Panhandle Eastern Pipe Line Comp Baa3 4.6x 3.6x 3.7x 5.4x 3.7x
Kern River Funding Corporation A3 3.4x 5.0x 3.1x 5.4x 4.8x
El Paso Natural Gas Company Baa3 3.2x 2.8x 4.4x 2.7x 3.2x

Source: Moody's FM

Of the two MEHC pipes, Northern has distinctly stronger metrics, meriting a rating that is a notch
higher than Kern’s. Northern is a larger system serving a stable, mature market, while Kern is much
exposed to the southern California market and its long-running rate case, since resolved, which
resulted in refunds that periodically lowered cash flow ratios. Kern also has higher counterparty risk
with its concentration of marketer customers, compared to Northern, which is anchored by higher-
rated utility shippers. The two MEHC pipes have better credit metrics than Panhandle and El Paso,
much in part to the credit profiles of their parent companies (Baa3-rated Southern Union and Ba3-
rated El Paso Corp., respectively) which have more aggressive financial policies than MEHC, and
which in the past have used these pipelines as vehicles to raise funds.
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CE Electric UK's Metrics Improving Under Conservative Financial Strategy

CE Electric UK is much like PPL WW Holdings (formerly known as Western Power Distribution
Holdings), which is also owned by a US energy company (PPL Corp.) and which, under a similar
corporate structure, holds two contiguous DNOs about the size of CE Electric UK’s two systems.
Under the same regulator, they share the same regulatory framework.

FIGURE 7
Distribution Network Operator Peers

Revenue'
Company Name Rating 2006 2007 2008 2009 2010
$
CE Electric UK Funding Company Baal $ 928,000 $ 1,079,000 $§ 993,000 $ 825,000 802,000
PPL WW Holdings Limited Baa3 $ 763,001 $ 825199 § 919,466  $ 763,241 § 768,071
Total Debt
Company Name Rating 2006 2007 2008 2009 2010
CE Electric UK Funding Company Baal $ 3,195,616 $ 3065431 § 2155838 $ 2515380 § 2,317,310
PPL WW Holdings Limited Baa3 $ 2338514 $ 2914583 $ 2626903 § 2363295 $§ 3,135884
(CFO Pre-W/C) / Debt
Company Name Rating 2006 2007 2008 2009 2010
CE Electric UK Funding Company Baal 12.5% 13.7% 16.4% 16.2% 19.4%
PPL WW Holdings Limited Baa3 16.9% 14.0% 17.4% 14.5% 13.5%
(CFO Pre-W/C + Interest) / Interest Expense
Company Name Rating 2006 2007 2008 2009 2010
CE Electric UK Funding Company Baal 2.8x 2.8x 3.5x 3.6x 3.9x
PPL WW Holdings Limited Baa3 3.4x 3.2x 3.9x 3.6x 4.4x
Net Debt/RAV
Company Name Rating 2006 2007 2008 2009 2010
CE Electric UK Funding Company Baa1 751% 71.8% 75.6% 77.7% 66.9%
PPL WW Holdings Limited Baa3 85.0% 79.9% 74.2% 93.2% 89.5%
1 InUS$000

Source: Moody's FM
CE Electric UK is rated two notches above PPL WW Holdings, because of its stronger group

consolidated credit profile (A3 vs. Baa2) due to CE Electric’s steadily improving credit metrics from
declining debt and rising cash flow. In comparison, PPL WW Holdings is significantly more leveraged
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especially in terms of net debt / regulatory asset value’ (RAV) which is almost 90% (mapping to Ba
under Moody’s regulated electric networks methodology) reflecting a sizable pension deficit, compared
to CE Electric’s 67% (mapping to Baa). Moody’s also considers PPL WW Holdings’ financial strategy
to be more aggressive (mapping to “Ba” in the grid), as demonstrated for example, by PPL WW
Holdings’ history of leveraged distributions to its parent, while CE Electric (mapping to Baa under
this factor) has a more credit-accretive history, not having paid a dividend to MEHC since 2003.

CalEnergy Power Projects: Small But Much Riskier Than Regulated Assets

Moody’s currently rates three of CalEnergy’s power generation projects: CE Generation (Bal sr. sec.),
which is a holding company for a portfolio of energy projects, a principal one being Salton Sea
Funding (Baa3 sr. sec.). CE Generation is a 50/50 joint venture between MEHC and TransAlta (Baa2
st. uns.). CalEnergy also fully owns Cordova Energy (Ba3 sr. sec.). Below table illustrates how they
compare against each other.

FIGURE 8
Power Project Peers

Revenues

Company Name Rating 2006 2007 2008 2009 2010
Salton Sea Baa3 $208,688 $ 220,776 $ 227,722  $ 229,648 $ 224,571
CE Generation Bal $476,603 $ 504,287 $ 530,831 $ 394,517 S 260,531
Cordova Funding Ba3 $31,040 $32,211 $30,421 $31,048 $32,245
Total Debt

Company Name Rating 2006 2007 2008 2009 2010
Salton Sea Baa3 $243,841 $ 218,750 $ 190,685 $ 164,475 $ 137,734
CE Generation - Parent Bal $349,267 S 308,665 $ 269,810 $ 245741 $ 442,790
Cordova Funding Ba3 $194,288 $190,125 $185,400 $178,988 $ 169,987
FFO / Debt

Company Name Rating 2006 2007 2008 2009 2010
Salton Sea Baa3 35.6% 41.6% 53.3% 65.4% 67.1%
CE Generation - Consolidated Bal 26.7% 31.9% 32.4% 37.4% 26.6%
Cordova Funding Ba3 51% 4.4% 5.4% 5.9% 7.4%

(FFO + Interest) / Interest Expense

Company Name Rating 2006 2007 2008 2009 2010
Salton Sea Baa3 5.7x 6.0x 7.3x 8.6x 8.8x
CE Generation — Consolidated Ba1l 4.4x 4.7x 4.8x 5.4x 4.2x
Cordova Funding Ba3 1.6x 1.5x 1.6x 1.7x 1.8x

> Regulatory Asset Value is the capital base upon a regulated network earns a return set by the regulator. This value is akin to rate base in the U.S. The net debt / RAV

ratio thus is a measure of loan-to-value.
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DSCR

Company Name Rating 2006 2007 2008 2009 2010
Salton Sea Baa3 1.7x 1.9x 1.5x 1.7x 2.1x
CE Generation Bal 1.3x 1.6x 1.9x 1.6x 1.8x
Cordova Funding Ba3 1.3x 1.2x 1.2x 1.1x 1.0x

Source: Company audited financial statements

The debt service coverage ratio (DSCR) shows CE Generation increasing its reliance on Salton Sea as
cash flows from another project Saranac decline due to undertaking a less favorable off-take contract.
Nevertheless, the CE Generation project was structured anticipating this fall in the DSCR, which still
remains within the Baa range according to Moody’s methodology for power generation projects. Salton
Sea’s credit metrics are robust and expected to get even stronger as its debt amortizes. Its geothermal
power facilities are an important resource to enable its majority off-taker Southern California Edison
(A3 sr. uns.) to meet California’s renewable standard, and consequently, the facilities are highly utilized.

In contrast, Cordova owns a gas-fired plant in the highly competitive MISO region, and as a peaker,
has a low run rate, and consequently has much weaker credit metrics. Moody’s is looking through
some of the recent decline in its DSCR and anticipating some near-term improvement as the facility
completes its scheduled maintenance.

HomeServices: A Non-Core Segment Well-Capitalized for a Difficult Market

HomeServices is the second-largest residential real estate company in the U.S. Because it is unrelated to
energy, Moody’s considers it a non-core business for MEHC. We do not rate it since its only
indebtedness is a small revolver, which is little utilized; consequently, interest and debt coverage metrics
would not be meaningful for HomeServices. The only rated peer for HomeServices is Realogy (Caa2
Corporate Family Rating), the largest residential real estate company in the U.S. which has been
financially distressed since a leveraged buyout by a private equity firm about the time the housing market
turned down in 2007. The two companies thus are not comparable given the disparity in their financial
profiles, but the sustained decline in both their revenues indicate the difficult conditions in the housing
market. Since suffering a net loss in 2008, however, HomeServices has been profitable and able to
internally finance itself.

Revenues

Company Name Rating 2006 2007 2008 2009 2010
HomeServices NR $ 1,702,000 $ 1,500,000 $ 1,133,000 $ 1,037,000 $ 1,020,000
Realogy Caaz $ 6,483,000 § 5964000 $§ 4725000 $§ 3,932,000 $ 4,090,000

Source: Moody's FM
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Appendix

Five Year Historical Financial Data

MidAmerican Energy Holdings

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) Baal/Stable Baal/Stable Baal/Stable Baal/Stable Baal/Stable
Revenue $ 10,301 $ 12,376 $ 12,668 $ 1,204 s Maz7
EBITDA 3,609 4,196 5,310 4,009 4,040
Net Property Plant & Equipment 24,741 26,953 29,090 31,464 32,427
Total Assets 37,149 39,948 42,077 45,212 46,196
Total Debt 19,406 20,935 21,599 21,152 20,829
Total Equity 8,011 9,326 10,172 12,576 13,232
Cash From Operations 2,081 2,494 2,701 3,713 2,983
Capital Expenditures 2,681 3,593 3,960 3,472 2,652
Dividends - - - - -
PacifiCorp

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) Baal/Stable Baal/Stable Baal/Stable Baal/Stable Baal/Stable
Revenue $ 4,154 $ 4,258 $ 4,498 $ 4,457 $ 4,432
EBITDA 1,239 1,492 1,51 1,708 1,700
Net Property Plant & Equipment 10,941 11,964 13,886 15,580 16,437
Total Assets 13,982 15,022 17,229 19,009 20,191
Total Debt 5,132 5,459 6,127 6,868 6,803
Total Equity 4,41 5,061 5,965 6,624 7,278
Cash From Operations 796 862 1,005 1,512 1,480
Capital Expenditures (1,377) (1,506) (1,766) (2,302) (1,572)
Dividends (19) - - - -
MidAmerican Energy Company

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) A2/Stable A2/Stable A2/Stable A2/Stable A2/Stable
Revenue $ 3,448 S 4,258 S 4,700 S 3,693 S 3,810
EBITDA 790 881 938 865 858
Net Property Plant & Equipment 5,057 5,780 7,025 7,069 7,045
Total Assets 6,564 7,323 8,631 8,733 9,136
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Total Debt 1,998 2,750 3,669 3,181 3,183
Total Equity 1,970 2,305 2,587 2,959 2,958
Cash From Operations 552 591 713 973 852
Capital Expenditures (749) (1,290) (1,469) (452) (351)
Dividends (50) - - - (375)

Northern Natural Gas

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) A3/Stable A2/Stable A2/Stable A2/Stable A2/Stable
Revenue $ 634 $ 664 $ 769 $ 689 $ 624
EBITDA 364 384 531 415 349
Net Property Plant & Equipment 1,683 1,884 2,008 2,137 2,193
Total Assets 2,082 2,333 2,521 2,527 2,786
Total Debt 828 978 1,030 1,030 1,030
Total Equity 1,081 1,084 1,175 1,078 1,214
Cash From Operations 300 307 318 336 305
Capital Expenditures (124) (228) (199) (173) (139)
Dividends (250) (160) (150) (312) -
Kern River

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) A3/Stable A3/Stable A3/Stable A3/Stable A3/Stable
Revenue $ 325 $ 404 $ 443 $ 372 $ 357
EBITDA 363 362 391 222 217
Net Property Plant & Equipment 1,726 1,664 1,615 1,632 1,717
Total Assets 2,107 2,001 1,893 1,876 1,936
Total Debt 1,100 1,026 952 878 799
Total Equity 554 443 599 568 704
Cash From Operations 251 304 94 292 184
Capital Expenditures (12) (27) (49) (80) (162)
Dividends (259) (239) (97) (134) (15)
CE Electric UK Funding

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) Aaa/Stable Aaa/Stable Baal/Stable Baal/Stable Baal/Stable
Revenue $ 992 $ 1,151 $ 1,043 $ 886 $ 936
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EBITDA 692 804 721 632 725
Net Property Plant & Equipment 6,000 6,487 5,014 5,826 5,865
Total Assets 7,466 7,859 5,622 6,581 6,495
Total Debt 3,196 3,065 2,156 2,515 2,317
Total Equity 1127 1,559 1,157 1,424 1,636
Cash From Operations 369 444 495 414 356
Capital Expenditures (265) (425) (459) (409) (347)
Dividends - - - - -

Source: Moody's Financial Metrics

Cordova

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) Ba3/Stable Ba3/Stable Ba3/Stable Ba3/Stable Ba3/Stable
Revenue $ 31 $ 32 $ 30 $ 31 $ 32
EBITDA 26 24 26 26 28
Net Property Plant & Equipment 227 220 213 206 199
Total Assets 256 252 246 246 242
Total Debt 194 190 185 179 170
Total Equity 60 61 60 66 71
Cash From Operations 10 8 10 1 13
Capital Expenditures 0 0 0 0 0
Dividends 0 0 0 0 0
CE Generation

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) Ba1/Stable Ba1/Stable Ba1/Stable Ba1/Stable Ba1/Stable
Revenue $ 477 $ 504 $ 531 $ 395 $ 261
EBITDA 234 256 271 198 122
Net Property Plant & Equipment 825 776 745 706 672
Total Assets 1,348 1,270 1,222 1,156 1,109
Total Debt 349 309 270 246 225
Total Equity 471 474 489 520 524
Cash From Operations 144 186 216 158 87
Capital Expenditures (27) (36) (59) (58) (38)
Dividends (41) (81) (92) (39) (18)

Salton Sea
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FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
(in $ millions) Bal/Stable Baa3/Stable Baa3/Stable Baa3/Stable Baa3/Stable
Revenue $ 209 $ 221 $ 228 $ 230 $ 225
EBITDA 106 13 118 122 13
Net Property Plant & Equipment 574 566 578 562 542
Total Assets 814 798 803 779 747
Total Debt 244 219 191 164 138
Total Equity 464 469 500 515 445
Cash From Operations 89 99 107 110 105
Capital Expenditures (27) (36) (59) (56) (38)
Dividends (37) (37) (18) (35) (49)

Source: Audited Financial Statements

I EE———
17 OCTOBER 7, 2011 CREDIT ANALYSIS: MIDAMERICAN ENERGY HOLDINGS CO.



MOODY'S INVESTORS SERVICE INFRASTRUCTURE FINANCE

Moody's Related Research

Credit Opinions:

»  MidAmerican Energy Holdings Co.
»  PacifiCorp

»  MidAmerican Energy Company

»  Northern Natural Gas Company

»  CE Electric UK Funding Company
»  Cordova Funding Corporation

»  Salton Sea Funding Corporation
»  CE Generation LLC

»  Kern River Funding Corporation

Analysis:
»  Berkshire Hathaway, April 2011 (132121)

Industry Outlooks:
»  U.S. Power Companies: Regulation Provides Stability As Risks Mount, January 2011 (129930)

»  U.S. Power Projects: Offtake Contracts Provide Stability While Merchant Generators Face Severe
Challenges, March 2011 (131504)

Rating Methodologies:

»  Regulated Electric and Gas Utilities, August 2009 (118481)

»  Regulated Electric and Gas Networks, August 2009 (118786)
»  Natural Gas Pipelines, December 2009 (121678)

» Power Generation Projects, December 2008 (112366)

»  Global Business & Consumer Service Industry, October 2010 (127102)

Special Report:
»  The Great Credit Shift: Infrastructure Finance Post Crisis, September 2011(136119)

Special Comments:

»  Reducing Nuclear Reliance and Political Instability in the Electric Utility Sector is Credit
Negative, July 2011 (134573)

»  U.S. Natural Gas Transportation: Low Prices Pose Little Trouble for Midwest Natural Gas
Companies, May 2011 (133445)

»  DPCR5: Rating-Neutral, But Greater Complexity Will Challenge Monitoring of Financial
Performance, May 2010 (124475)

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of
this report and that more recent reports may be available. All research may not be available to all clients.

18 OCTOBER 7, 2011 CREDIT ANALYSIS: MIDAMERICAN ENERGY HOLDINGS CO.



MOODY'S INVESTORS SERVICE INFRASTRUCTURE FINANCE

Mooby’s

INVESTORS SERVICE

Report Number: 136428

Author Senior Production Associate
Mihoko Manabe, CFA Shubhra Bhatnagar

© 2011 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, “MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (“MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS THE
RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK,
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL
ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS
ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN
STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE
OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN
PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because
of the possibility of human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS"
without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of
sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources.
However, MOODY'S is not an auditor and cannot in every instance independently verify or validate information received in the rating
process. Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or in part
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the
control of MOODY'S or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation,
analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised
in advance of the possibility of such damages, resulting from the use of or inability to use, any such information. The ratings, financial
reporting analysis, projections, and other observations, if any, constituting part of the information contained herein are, and must be
construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each
user of the information contained herein must make its own study and evaluation of each security it may consider purchasing, holding
or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation (“MCO"), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have,
prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to
approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS's ratings and
rating processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between
entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted
annually at www.moodys.com under the heading “Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61003 399 657,
which holds Australian Financial Services License no. 336969. This document is intended to be provided only to “wholesale clients”
within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY'S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor
the entity you represent will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of
section 761G of the Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MJKK") are MJKK's current
opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In such a case, “MIS" in the
foregoing statements shall be deemed to be replaced with “MJKK".

MJKK is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas
Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of the issuer or
any form of security that is available to retail investors. It would be dangerous for retail investors to make any investment decision
based on this credit rating. If in doubt you should contact your financial or other professional adviser.

19 OCTOBER 7, 2011

CREDIT ANALYSIS: MIDAMERICAN ENERGY HOLDINGS CO.



