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  Electric Utilities and Competitive Power       
  

Japan nuclear crisis impact 
worsening for US nuclear 

   
 
 

 Japan nuclear situation deteriorating 
The situation for Japan’s Fukushima nuclear plant has deteriorated recently with 
reports of a containment breach in Unit 2 and exposed spent fuel rods in Unit 4.  

Initial benign political reaction on nuclear getting worse 
Though initial reactions from politicians continued to support nuclear power in the 
aftermath of the crisis, recent developments in Japan have quickly caused many 
to ask for safety reviews. Senators Boxer and Feinstein in California have asked 
the NRC chairman to conduct a thorough inspection of the 2 CA nuclear plants’ 
safety and emergency plans. In NY, Gov. Cuomo asked for a similar review for 
Indian Point, and said that he does not think the units should be relicensed.  

EXC reviewing plans for nuclear uprates 
EXC, the largest nuclear generator, is reassessing plans to add capacity to its 
existing nuclear plants. EXC was planning to add an additional ~1,300MW of 
capacity over the next 6 years. The company expects the NRC to increase safety 
reviews, including looking at back-up generators and spent-fuel storage pools.   

Areas to watch: relicensing, new nuclear, earthquake 
exposed and non-regulated nuclear 
We continue to remain more watchful of the following areas: 1) relicensing of 
nuclear plants (ETR); 2) new nuclear delays or higher costs (SCG, SO); 3) plants 
in earthquake prone areas (PCG, EIX); 4) non-regulated versus regulated 
nuclear, with non-regulated owners having to absorb higher costs (EXC, FE).  

Reiterate Underperforms on ETR, EXC and SCG 
We are reiterating our U/P ratings on non-regulated nuke owners ETR and EXC. 
We believe ETR will face significant headwinds in its upcoming relicensings for 
Vermont Yankee and Indian Point. We also believe ETR and EXC will face 
additional costs for safety regulations at their merchant nuclear plants which they 
will have to absorb. In addition, while SCG is building a new regulated nuclear 
plant, this project represents nearly all of SCG's rate base and earnings growth 
over the next 5 years, and thus deserves a higher risk premium than its other 
regulated peers. 

Regulated nuclear plants offer better protection 
To the degree that costs pressures rise as a result of the Japan event, we 
differentiate between regulated and non-regulated nuclear plants. The regulatory 
framework provides a backstop and we expect recovery of mandated additional 
costs and in a worst case, recovery of investment if a plant is shut down. To this 
end, we view the reaction to the CA utilities (PCG, EIX) as overdone. 

Tables 1-3 show detail of nuclear ownership 
Tables 1-3 highlight nuclear ownership in the US and nuclear plants facing 
relicensing over the next several years.      
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 Table 1: Nuclear and non-nuclear utilities 

Exelon Corp. EXC Constellation Energy CEG
Entergy Corp. ETR Dominion Resources D
FirstEnergy FE PPL Corp PPL
PSEG PEG NextEra Energy NEE
NRG Energy NRG
Regulated Nuclear
Edison International EIX SCANA Corp. SCG
Ameren Corp. AEE Xcel Energy XEL
PG&E Corp. PCG DTE Energy   DTE
Pinnacle West Capital PNW Southern Company SO
Duke Energy DUK Westar Energy WR
Progress Energy PGN American Electric AEP
No Nuclear
CMS Energy CMS Portland General POR
Wisconsin Energy WEC Hawaiian Electric HE
Alliant Energy LNT Northeast Utilities NU
NV Energy NVE CenterPoint Energy CNP
TECO Energy TE Consolidated Edison ED
American Water Works AWK NSTAR NST
DPL Inc. DPL UIL Holdings UIL

Non-Regulated Nuclear

Source: BofA Merrill Lynch Global Research 
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Japan nuclear crisis impact 
worsening 
We expect the Japan nuclear crisis to continue to have ramifications for the US 
nuclear industry, particularly around safety and emergency plans. To this end, we 
remain more watchful of the following areas: 1) relicensing of nuclear plants 
(ETR); 2) new nuclear delays or higher costs (SCG, SO); 3) plants in earthquake 
prone areas (PCG, EIX); 4) non-regulated versus regulated nuclear, with non-
regulated owners having to absorb higher costs (EXC). 

Regulated nuclear plants better off 
To the degree that costs pressures rise as a result of the Japan event, we 
differentiate between regulated and merchant nuclear plants. Regulated nuclear 
plants are better protected as they can get recovery of higher costs through the 
regulatory process. In addition, in a worst case scenario where a plant is forced to 
shut down, we expect recovery of book value of the plant in rate base. 
Conversely, merchant plants have to absorb these costs - which is particularly 
challenging in the current weak power market environment. 

California risk is overdone 
PCG and EIX have fallen by 7.7% and 6.3%, respectively on fears that their 
regulated nuclear plants (Diablo Canyon and San Onofre, respectively) in 
earthquake-prone California may be shut down or subject to increased costs. We 
believe this reaction is overdone as we expect PCG and EIX to be able to recover 
any increased costs or investment in the plant if the state or regulators mandate 
additional spend.  

Successful recovery of costs in the past  
EIX decommissioned and retired San Onofre Unit 1 in 1992 and was able to 
recover its costs through the CPUC. In addition, the California utilities 
successfully recovered their stranded costs post electric industry restructuring in 
the late 1990s.  

Plants are not significant part of rate base   
PCG’s 2,240MW Diablo Canyon is ~$1.9B in rate base. On earnings, this is about 
$0.29/share. This earnings contribution is about 7% of long-term earnings. EIX 
owns 78% of the 2,150MW San Onofre plant and is $728M of rate base, with an 
earnings contribution of ~$0.12/share. This is about 4% of regulated earnings 
(SCE + parent drag). Sempra’s SDG&E owns 20% of San Onofre with $175M of 
rate base, $0.04/sh of earnings and less than 1% of long-term earnings. While we 
expect PCG, EIX and SRE to recover all of its investment in the plants and any 
additional spend, we note that the overall impact of the plants is small compared 
to overall rate base and earnings. 

Power market impact? 
To the extent that some nuclear plants do shut down (due to regulated pressure 
or lack of relicensing), it could help the current weak power markets by lessening 
baseload supply. However, we would expect that if regulated nuclear power was 
shut down, it would likely be replaced by new natural gas generation. 

We believe there are four areas to watch: 
1. Relicensing of nuclear plants 
2. New nuclear delay or higher costs 
3. Plants in earthquake prone areas 
4. Non-regulated v. regulated nuclear 

Regulated nuclear plants are better 
protected as they can get recovery of 
higher costs or in a worst case, shut-down 

CA risk is overdone; we expect PCG and 
EIX to recover any increased costs 

To the extent that some nuclear plants do 
shut down, it could help the current weak 
power markets 
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Tables highlight nuclear ownership and plants 
facing relicensing 
Table 2 highlights nuclear ownership by utility in the United States. For 
diversifieds, we also distinguish between merchant and regulated nuclear 
generation. As we stated above, we believe regulated nuclear plants have better 
protection for higher costs than merchant nuclear generation. 
 
Table 2: Nuclear Ownership by Regulateds, Diversifieds and IPPs 

Regulated Ticker 
% Nuclear 
Capacity 

% Merchant Nuclear 
Capacity Nuclear (MW) Total (MW) 

PG&E Corp. (1) PCG 33%  0%  2,240 6,799 
Pinnacle West Capital PNW 18%  0%  1,147 6,423 
Duke Energy DUK 14%  0%  5,354 37,528 
Progress Energy PGN 13%  0%  3,016 22,964 
SCANA Corp. SCG 11%  0%  650 5,898 
Xcel Energy XEL 10%  0%  1,693 17,802 
DTE Energy    DTE 9%  0%  1,139 12,041 
Southern Company SO 8%  0%  3,665 44,269 
Westar Energy WR 8%  0%  559 7,046 
American Electric AEP 6%  0%  2,191 37,104 
CMS Energy CMS 0%  0%  0 7,662 
Wisconsin Energy WEC 0%  0%  0 6,224 
Alliant Energy LNT 0%  0%  0 6,116 
NV Energy NVE 0%  0%  0 6,065 
TECO Energy TE 0%  0%  0 4,762 
DPL Inc. DPL 0%  0%  0 3,965 
Portland General POR 0%  0%  0 2,714 
Hawaiian Electric HE 0%  0%  0 1,750 
Northeast Utilities NU 0%  0%  0 1,169 
CenterPoint Energy CNP N/A  0%  NC NC 
Consolidated Edison ED N/A  0%  NC NC 
NSTAR NST N/A  0%  NC NC 
UIL Holdings UIL N/A  0%  NC NC 
Diversified           
Exelon Corp. EXC 67%  100%  17,045 25,303 
Entergy Corp. ETR 33%  50%  10,219 30,657 
FirstEnergy FE 30%  100%  3,989 13,302 
PSEG PEG 23%  100%  3,662 16,215 
Constellation Energy CEG 22%  100%  1,958 9,096 
Dominion Resources D 21%  44%  5,771 27,106 
PPL Corp PPL 21%  100%  2,268 10,983 
Edison Intl (1) EIX 15%  0%  2,304 15,490 
NextEra Energy NEE 13%  47%  5,569 43,681 
Ameren Corp. AEE 7%  0%  1,240 16,889 
IPP           
NRG Energy NRG 5%  100%  1,126 23,822 
Calpine CPN 0%  0%  0 28,836 
Dynegy DYN 0%  0%  0 12,551 
GenOn Energy GEN 0%  0%  0 24,738 
Source: SNL Energy; BofA Merrill Lynch Global Research 
Notes: NC = No significant ownership of capacity 
(1) A large percentage of generation for CA utilities is from purchased power which is not included in Total MW of generation owned 

 

In Table 3 we highlight nuclear plants facing relicensing over the next 15 years. 
Shaded rows represent merchant nuclear plants. As shown, Entergy faces the 
most relicensing risk over the next few years. 

Table 2 highlights nuclear ownership by 
utility; for diversifieds we also give % 
merchant generation 

In Table 3 we highlight nuclear plants 
facing relicensing over the next 15 years 
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Table 3: License expiration date by nuclear power plant 
Unit Name  License   Gross  Primary     Age 
  Expiration  Capacity (MW)  Owner/Operator  State  Years 
Vermont Yankee   3/21/2012   510   ETR   VT   39 
Pilgrim   6/8/2012   685   ETR   NY   39 
Praire Island 1  8/9/2013  551  XEL  MN  37 
Indian Point 2   9/28/2013   1,020   ETR   NY   37 
Kewaunnee   12/21/2013   556   D   WI   37 
Praire Island 2  10/29/2014  545  XEL  MN  36 
Indian Point 3   12/12/2015   1,025   ETR   NY   35 
Salem Unit 1   8/13/2016   1,174   PEG/EXC   NJ   34 
Crystal River Unit 3  12/3/2016  838  PGN  FL  34 
Davis-Besse Unit 1   4/22/2017   893   FE   OH   34 
Salem Unit 2   4/18/2020   1,130   PEG/EXC   NJ   30 
Sequoyah Unit 1  9/17/2020  1,148  TVA  TN  31 
Sequoyah Unit 2  9/15/2021  1,126  TVA  TN  30 
San Onofre 2  2/16/2022  1,070  EIX  CA  29 
LaSalle Unit 1   4/17/2022   1,118   EXC   IL   29 
San Onofre 3  11/15/2022  1,080  EIX  CA  28 
LaSalle Unit 1   12/16/2023   1,120   EXC   IL   27 
Columbia Generation Station  12/20/2023  1,190  Energy NW  WA  27 
Callaway  10/18/2024  1,236  AEE  MO  26 
Limerick 1   10/26/2024   1,134   EXC   PA   26 
Byron, Unit 1   10/31/2024   1,164   EXC   IL   26 
Grand Gulf  11/1/2024  1,297  ETR  MS  26 
Diablo Canyon 1  11/2/2024  1,151  PCG  CA  26 
Waterford 3  12/18/2024  1,250  ETR  LA  26 
Fermi, Unit 2  3/20/2025  1,122  DTE  MI  26 
Palo Verde, Unit 1  6/1/2025  1,335  PNW  AZ  26 
Diablo Canyon 2  8/26/2025  1,151  PCG  CA  26 
River Bend   8/29/2025   989   ETR   LA   25 
Source: NRC, BofA Merrill Lynch Global Research 
Shaded rows represent merchant nuclear plants 

 
 
 
 
Table 4: Companies mentioned list 
BofA ML Ticker Name of the company             Price Q-R-Q 
PCG PG&E Corp. 42.47 A-1-7 
EIX Edison Int'l 35.49 B-2-7 
ETR Entergy Corp. 66.65 B-3-7 
SO Southern Company 36.80 A-1-7 
SCG SCANA Corp. 38.08 B-3-7 
EXC Exelon Corp. 39.95 B-3-7 
FE FirstEnergy 36.59 B-3-7 
PEG Public Service 30.32 B-1-7 
NRG NRG Energy 20.21 B-2-9 
Source: BofA Merrill Lynch Global Research 
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Price objective basis & risk 
Edison International (EIX) 
Our EIX price objective is $40. We value SCE at $40/share, based on 11.75x 
2013E earnings, a discount to the industry average to reflect CA regulation 
concerns and the pending rate case overhang.  We see zero equity value at EME 
at current power prices even before adding environmental capex at the coal 
plants. For EME, in our view, the company cannot be worth negative value to EIX, 
but we also see a slim chance of material positive value barring a dramatic power 
market recovery. The downside risk for EIX is an unforeseen negative turn in 
California regulation. On the upside, a strong power market recovery could cause 
EME to be worth more than we currently expect. 

Entergy (ETR) 
Our price objective for ETR is $74. We use an average utility multiple of 13x 
2012E utility earnings and 8x 2012E adjusted EBITDA for nuclear. Our average 
utility multiple represents steady regulated growth and improving jurisdictions. 
Our discount generation multiple results from increased risk of delays in 
relicensing for Vermont Yankee and Indian Point.  Upside risks: 1) faster-than-
expected economic recovery, 2) faster-than-expected power price recovery, and 
3) better-than-expected regulatory actions. 

Exelon (EXC) 
Our $38 price objective is based on our sum-of-the-parts valuation, where we assume 
a 13x P/E multiple for our 2012 EPS estimates for EXC's regulated utility businesses.  
We value EXC's generation business in our sum-of-the-parts analysis using an 9x 
EBITDA multiple for our 2012 adjusted EBITDA estimate for the generation business, 
which adjusts for the company's in-the-money hedges.  Our valuation also includes 
$1.5 billion in potential carbon value. Upside risks to our price objective and rating are 
a stronger- and sooner-than-expected turnaround in Midwest and MidAtlantic power 
prices. In addition, a more stringent and quicker implementation of potential 
environmental legislation would also pose an upside risk to our price objective and 
rating.  Downside risks to our $38 EXC price objective are operational and regulatory 
risks.  EXC's generation fleet largely consists of nuclear power plants with their 
operations subject to strict regulatory oversight.  Any extended and unplanned outage 
at EXC's nuclear generation assets, either due to an operational issue or at the 
behest of government regulatory authorities, could pressure EXC shares. 

FirstEnergy (FE) 
Our $36 price objective is based on a diversified group average 2013 P/E multiple 
applied to our 2013 earnings estimate.  The pending merger with AYE appears on 
track to close within the next few months assuming the remaining regulatory 
approvals are obtained.  Downside risks to our PO are outcomes of merger 
regulatory approvals, execution on synergy targets, and commodity prices.  
Upside risks are a rebound in the economy and power prices. 

NRG Energy (NRG) 
Our $22 price objective is primarily based on our sum-of-the- parts valuation, 
which uses an 9.0x EBITDA multiple to our adjusted 2012 EBITDA estimate. Our 
EBITDA estimate used in our sum of-the-parts valuation adjusts downward for 
NRG's in the money hedges.  Our valuation also adjusts for the impact of 
potential carbon legislation and our estimates for the company's remaining 
environmental spending needs. Downside risks to our PO are NRG's exposure to 
volatile natural gas and power prices.  In addition, an earlier or more stringent-
than-expected implementation of carbon or other environmental legislation 
currently being contemplated would be likely to negatively affect NRG shares. 
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PG&E Corporation (PCG) 
Our $50 price objective assumes an average P/E of 12.5x 2013E earnings, in line 
with the regulated utility average. Risks to our outlook are: 1) approval of the 
settlement in the 2011 general rate case and 2) Any unforeseen changes to 
California regulation. 

Public Service Enterprise Group Inc. (PEG) 
We have a $38 price objective for PSEG.  We value the utility operations at 13x 
2012E earnings and PSEG Power and Energy Holdings at 9x adjusted EBITDA.  
For PSEG Power, we subtract the value of above-market hedges in 2012 of about 
$12M, but add back the NPV of these hedges going forward as cash.  Finally, we 
add about $1.50/sh to account for the uplift in capacity values in 2013/2014 and 
about $1/sh to account for the potential upside of carbon legislation.  We assign a 
25% probability of carbon pricing at $5/ton on the nuclear long position of about 
30.5 TWh.  Risks to our price objective are further declines in power prices and 
declines in locational premiums for its generation. 

SCANA Corp. (SCG) 
Our $38 price objective is based on a P/E of 12x 2012E earnings of $3.19.  The 
P/E multiple is about an 8% discount to our regulated utility average due to the 
new nuclear concentration risk at the company.  The upside risk to our price 
objective is a strong economic recovery, leading to higher sales at the utility 
business. 

Southern Company (SO) 
We value SO at a premium to reflect its high quality history.  Our price objective is 
$41 based on 15x 2012E utility earnings (a premium to the group to account for 
high quality) and 9x 2012E EBITDA at Southern Power. Risks are: 1) 
better/worse-than expected economic recovery. 2) better/worse-than expected 
regulatory risk. 3) execution risk for Vogtle nuclear plant and Ratcliffe IGCC plant. 

   
Link to Definitions 
Energy 
Click here for definitions of commonly used terms. 
 
Analyst Certification 
We, Steve Fleishman and Ameet I. Thakkar, hereby certify that the views each of 
us has expressed in this research report accurately reflect each of our respective 
personal views about the subject securities and issuers. We also certify that no 
part of our respective compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or view expressed in this research 
report. 
     

US - Electric Utilities/Competitive Power Coverage Cluster 
Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst 
BUY 
 American Water Works AWK AWK US Steve Fleishman 
 CenterPoint Energy, Inc. CNP CNP US Steve Fleishman 
 GenOn Energy, Inc. GEN GEN US Ameet I. Thakkar 
 NextEra Energy NEE NEE US Steve Fleishman 
 NV Energy NVE NVE US Steve Fleishman 
 PG&E Corporation PCG PCG US Steve Fleishman 
 Public Service Enterprise Group Inc. PEG PEG US Steve Fleishman 
 Southern Company SO SO US Steve Fleishman 

http://research1.ml.com/C?q=205h6lfH7ukKPEgAt4d2gA__
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US - Electric Utilities/Competitive Power Coverage Cluster 
Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst 
 Westar Energy WR WR US Steve Fleishman 
 Wisconsin Energy WEC WEC US Alex Kania 
 Xcel Energy XEL XEL US Steve Fleishman 
NEUTRAL 
 Alliant Energy LNT LNT US Steve Fleishman 
 American Electric Power AEP AEP US Steve Fleishman 
 Calpine CPN CPN US Ameet I. Thakkar 
 CMS Energy CMS CMS US Steve Fleishman 
 Consolidated Edison ED ED US Steve Fleishman 
 Constellation Energy Group CEG CEG US Ameet I. Thakkar 
 Dominion Resources D D US Steve Fleishman 
 Duke Energy DUK DUK US Steve Fleishman 
 Edison International EIX EIX US Steve Fleishman 
 Northeast Utilities NU NU US Steve Fleishman 
 NRG Energy NRG NRG US Ameet I. Thakkar 
 NSTAR NST NST US Steve Fleishman 
 Pinnacle West PNW PNW US Steve Fleishman 
 Portland General Electric Company POR POR US Steve Fleishman 
 PPL Corporation PPL PPL US Steve Fleishman 
 TECO Energy TE TE US Steve Fleishman 
 UIL Holdings UIL UIL US Steve Fleishman 
UNDERPERFORM 
 Ameren Corp AEE AEE US Steve Fleishman 
 DPL Inc. DPL DPL US Steve Fleishman 
 DTE Energy DTE DTE US Steve Fleishman 
 Entergy ETR ETR US Steve Fleishman 
 Exelon EXC EXC US Steve Fleishman 
 FirstEnergy FE FE US Steve Fleishman 
 Hawaiian Electric Industries HE HE US Steve Fleishman 
 SCANA Corp. SCG SCG US Steve Fleishman 
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Important Disclosures  
   
Investment Rating Distribution: Utilities Group (as of 01 Jan 2011) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 74 39.57%  Buy 30 46.15% 
Neutral 56 29.95%  Neutral 33 63.46% 
Sell 57 30.48%  Sell 17 33.33%  
Investment Rating Distribution: Global Group (as of 01 Jan 2011) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 2011 53.86%  Buy 874 48.31% 
Neutral 925 24.77%  Neutral 444 52.30% 
Sell 798 21.37%  Sell 276 36.75% 
* Companies in respect of which BofA Merrill Lynch or one of its affiliates has received compensation for investment banking services within the past 12 months. For purposes of this 
distribution, a stock rated Underperform is included as a Sell.   

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK 
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of a 
stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There 
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster; 
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least 
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a 
stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better 
understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation). 
Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster* 

Buy ≥ 10% ≤ 70% 
Neutral ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
* Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in a Coverage Cluster. 

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered 
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common 
industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the stock.  
 

Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call 1-888-ML-CHART to have them mailed. 
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Edison Intl, Entergy, Exelon Corp., FirstEnergy Corp, 

NRG Energy, Inc., PG&E Corp., Public Service, SCANA Corp., Southern Company. 
MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last 12 months: Edison Intl, NRG Energy, Inc. 
The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Edison Intl, Entergy, Exelon 

Corp., FirstEnergy Corp, NRG Energy, Inc., PG&E Corp., Public Service, SCANA Corp., Southern Company. 
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Edison Intl, 

Entergy, Exelon Corp., FirstEnergy Corp, NRG Energy, Inc., PG&E Corp., Public Service, SCANA Corp., Southern Company. 
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Edison Intl, Entergy, Exelon 

Corp., FirstEnergy Corp, NRG Energy, Inc., PG&E Corp., Public Service, SCANA Corp., Southern Company. 
MLPF&S or an affiliate has received compensation for investment banking services from this company within the past 12 months: Edison Intl, Entergy, Exelon 

Corp., FirstEnergy Corp, NRG Energy, Inc., PG&E Corp., Public Service, SCANA Corp., Southern Company. 
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company 

within the next three months: Edison Intl, Entergy, Exelon Corp., FirstEnergy Corp, NRG Energy, Inc., PG&E Corp., Public Service, Southern Company. 
MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 10th day 

of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 10th day of a month reflect the ownership position at 
the end of the second month preceding the date of the report: PG&E Corp. 

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Edison Intl, Entergy, Exelon Corp., 
FirstEnergy Corp, NRG Energy, Inc., PG&E Corp., Public Service, SCANA Corp., Southern Company. 

The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Exelon 
Corp., FirstEnergy Corp, Southern Company. 

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Bank of 
America Corporation, including profits derived from investment banking revenues. 

MLPF&S is affiliated with an NYSE Designated Market Maker (DMM) that specializes in one or more securities issued by the subject companies. This affiliated 
NYSE DMM makes a market in, and may maintain a long or short position in or be on the opposite side of orders executed on the Floor of the NYSE in connection 
with one or more of the securities issued by these companies: PG&E Corp.   



   Elec tr ic  Ut i l i t ies  and Compet i t ive  Power   
 17 March  2011    

 

 9

Other Important Disclosures 
MLPF&S or one of its affiliates has a significant financial interest in the fixed income instruments of the issuer. If this report was issued on or after the 10th day of 

a month, it reflects a significant financial interest on the last day of the previous month. Reports issued before the 10th day of a month reflect a significant financial 
interest at the end of the second month preceding the date of the report: NRG Energy, Inc., PG&E Corp. 
 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 
"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA 

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. 
Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports: 
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch 

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa): 
Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia): 
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte 
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill 
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch); 
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch 
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim 
Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated Zürich representative office; 
Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil): Banco Merrill Lynch de Investimentos S.A. 

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is 
defined in the rules of the Financial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and 
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules 
of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to 
limited regulation by the Financial Services Authority – details about the extent of its regulation by the Financial Services Authority are available from it on request; 
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Securities and Exchange Law in 
Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; is 
issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and 
distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.’s F 06872E 
and 198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch 
(Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 
provides this report in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in preparing this research 
report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No approval is 
required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial Services Authority (DFSA). 
Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the DFSA conduct of business rules. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin. 
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in 

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research 
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates. 

General Investment Related Disclosures: 
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 

to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, 
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or 
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the 
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different 
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to 
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating. 

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other 
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek 
advice regarding the applicability of such regulations prior to executing any short idea contained in this report. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments, including ADRs, effectively assume currency risk. 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at 
http://www.ml.com/media/43347.pdf. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or 
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. 



   Elec tr ic  Ut i l i t ies  and Compet i t ive  Power   
 17 March  2011     

 10 

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or 
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect 
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that 
such other trading ideas or recommendations are brought to the attention of any recipient of this report. 

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate 
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom 
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and 
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report. 

Copyright and General Information regarding Research Reports: 
Copyright 2011 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks 

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the 
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written 
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA 
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your 
agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment 
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch. 

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been 
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA 
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not 
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal 
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal 
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings in which any 
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies 
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, 
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or 
matters relevant to such proceedings. 

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as 
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or 
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or 
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis. 

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax 
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional. 

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not 
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any 
linked content contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into 
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at 
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill 
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch 
policy-related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment 
recommendation current. 

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer 
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision. 

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any 
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses 
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of 
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are 
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or 
losses arising from any use of this report or its contents.   
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