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Implications of Potential
Westinghouse Bankruptcy Filing
Media reports indicate nuclear contractor Westinghouse is
taking exploratory steps around a possible bankruptcy filing.
We see a number of risks for both SCG and SO if
Westinghouse is unable to honor its obligations, with further
downside in SCG shares.
Recent media reports, including Reuters, have indicated that Toshiba subsidiary
Westinghouse (which is constructing nuclear plants for SO and SCG) is currently
taking offers for a debtor-in-possession financing package to provide funds
through a bankruptcy proceeding (article), and that the company has hired
bankruptcy attorneys (article). Toshiba has said that no decision about a
bankruptcy filing has been made, but we consider it an important exercise to
consider the potential ramifications if Westinghouse is unable to honor its
obligations to SO and SCG.

In the event of a bankruptcy filing for Westinghouse, SCANA and Southern
would in our view face three issues: (1) the potential for nuclear contracts to be
modified by a bankruptcy filing, potentially limiting liability of Westinghouse and
Toshiba for current and/or future overruns, (2) the risk of protracted litigation
regarding liability for cost overruns, and (3) potential for lack of assets at
Toshiba with which to satisfy SCANA's and Southern’s claims. As a result, we
think the fixed price nuclear construction contracts could be at risk, and believe
SO and SCG shareholders would have a greater likelihood of bearing nuclear
cost overruns.
We see the potential for further cost overruns given the amount of construction
remaining and lack of productivity improvements. Cost estimates for both
nuclear projects are now 20-25% ($1.0-1.3b) above initial forecasts, before
including Toshiba's latest cost disclosure. Given the history of cost overruns for
these projects, the ~3 years remaining for construction, historical precedent of
nuclear construction cost overruns in the US, and the lack of productivity
improvements thus far, we believe it is likely that further cost overruns and
delays will emerge. We estimate $5.2b in additional construction and delayrelated cost overruns for SCG and $3.3b for SO.
If SO and SCG were to abandon the projects, we believe there could still be
some risk to earnings. There may be some discretion by the commissions as to
the approach taken to allow a recovery of investments in plants that are
abandoned, such as limiting the time horizon of recovery or lowering the rate of
return. Based on our estimates, SCG will be collecting $2.00 in EPS in 2018 (45%
of total 2018 EPS) from the investments made in its nuclear project; SO will be
collecting about $0.25 (8%), and may face an incremental ~$0.03 drag due to a
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related loan repayment. We believe these earnings could be at risk if the
companies abandon the plants and were unable to fully earn a return on the
investments made to date.

What are the stocks pricing in? By our estimates, SCG stock prices in a $1.8b cost
overrun borne by shareholders, while SO prices in a $2.2b overrun. For SCG, cost
overruns could reach $5.2b by our estimates, and we estimate $3.3b for SO.
There are offsetting factors to these potential liabilities (such as the Toshiba
letters of credit and parent guarantee, tax writeoffs, and regulatory recovery),
but most are highly uncertain in our view. We give credit only for the letters of
credit and tax writeoffs in our valuations, and apply a 50% probability to the
construction cost overruns. For SCG we see further downside to shares, with our
$65 PT implying -5% downside at current levels. For SO, our $52 PT implies a
modest +2% upside to the current stock price.
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Implications of a Potential Westinghouse Bankruptcy Filing
Recent media reports have indicated that Westinghouse is currently taking offers for a
debtor-in-possession financing package to provide funds through a bankruptcy
proceeding (article). Press reports have also indicated that the company had hired
bankruptcy attorneys from law firm Weil, Gotshal & Manges (article). We note no
decisions have been made about a bankruptcy filing according to these reports, and
these steps were only exploratory in nature. Toshiba has noted that no decisions have
yet been made regarding a potential bankruptcy filing for Westinghouse, and the
company is currently trying to sell the business. However, we consider it an important
exercise for investors to consider the potential ramifications if Westinghouse is unable
to honor its obligations to SO's and SCG's nuclear projects.

In the event of a bankruptcy filing for Westinghouse, SCANA and Southern would in
our view face three issues: (1) the potential for nuclear contracts to be modified in
bankruptcy, potentially limiting liability for current and/or future overruns, (2) the risk
of protracted litigation regarding liability for cost overruns, and (3) potential for lack of
assets at Toshiba with which to satisfy SCANA's and Southern’s claims. As a result, we
think the fixed price nuclear construction contracts could be at risk, and believe SO and
SCG shareholders would have a greater likelihood of bearing nuclear cost overruns in
this scenario.
The path forward under a Westinghouse bankruptcy scenario is highly uncertain in our
view. If the company is able to secure debtor-in-possession financing, construction could
continue and payments may still be made by SO and SCG as long as Westinghouse is
hitting construction milestones and is able to pay its subcontractors. However, we think
the fixed price nuclear contracts could potentially be modified in a bankruptcy
proceeding, and could remove the fixed price agreements that are in place for SO and
SCG. If this is the case we think SO and SCG would likely seek damages from
Westinghouse for breaking the original contract. In this scenario any recovery of
damages from Westinghouse would be highly uncertain in our view, given the extensive
litigation likely to be required and other financial obligations that would need to be
settled by Westinghouse. To the extent Westinghouse were unable to honor its
obligations to complete the nuclear projects or pay damages, SO and SCG could then
seek payments from Toshiba. The companies could seek payments up to the maximum
amount of Toshiba's parental guarantee, which Toshiba estimated to be $6.3b across the
two nuclear projects. The ability of SCG and SO to receive payments from Toshiba,
though, would also depend on Toshiba's financial health and might require litigation to
secure. Given the financial uncertainty faced by Toshiba, including potential stock
delisting, asset sales, and lender discussions underway, we think recovery of damages
through this route is uncertain as well.

Impact of Potential Project Abandonment
In the event that Westinghouse is unable to complete the plants and a new contractor
is required, we believe SO and SCG would reassess the costs of the projects to
determine whether it is still prudent to continue with construction. Given the potential
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for significant cost overruns we think there is a chance that the companies find the
impact to consumers would be too great, or they are unable to come to an agreement
with regulators to recover future costs, and decide to abandon the projects. At risk in
this scenario in our view is the current stream of earnings from the capital that has
already been spent on the units.

If SO and SCG were to abandon the projects, there is some legal protection for the
utilities to recover their costs to date (including a return on their capital deployed to
date), but we believe there is still some risk in terms of the duration over which there
will be a return of and on capital, as well as the rate of return on capital. Both GA and
SC have laws in place that define a utility's ability to recover costs made in a plant that
is later abandoned. There may be some discretion, though, as to the approach under
which the commissions allow a return on these investments. For example, if the return
on and of capital is realized over a short time horizon, or if the rate of return allowed is
relatively low (which we have seen in other situations involving stranded assets), the
long-term earnings power of SO and SCG could in our view be materially impaired.
Based on our estimates, SCG is collecting $1.60 in EPS from the investments made in the
VC Summer project in 2017 (38% of 2017 EPS) and $2.00 in 2018, and SO is collecting
about $0.21 (7%) in 2017 and $0.25-0.26 in 2018. We believe these earnings could be at
risk if the companies were unable to fully earn a return on the investments made to
date in the plants over a long period of time.
Are SCG's current nuclear earnings at risk? The Base Load Review Act (BLRA) allows
SCG to collect a cash return on capital through customer rates while the plant is under
construction. In 2017, we estimate that SCG will be collecting ~$230m in net income, or
$1.60 in EPS, attributable to the VC Summer plant, and $290m or $2.00 in 2018. We
believe these earnings would potentially be at risk in the event that the company
abandons the project and is not allowed to recover its return on the capital spent to
date. We have highlighted the abandonment language from the BLRA below. The
language appears to allow SCG to recover costs approved under the BLRA as long as
the decision to abandon the construction of the plant is deemed prudent. However, one
portion of the language (bold text below) seems to indicate that recovery could be
disallowed if the utility should have anticipated or avoided costs considering information
available at the time. We believe this would be a difficult path for the commission to
pursue since the Office of Regulatory Staff (ORS) and commission have been closely
involved in assessing the project's costs thus far, but it opens the door in our view for
regulatory risk in this scenario. If the commission were to disallow SCG's return on
equity for the portion spent thus far, and only recover depreciation and debt financing
costs through securitization of the plant, we believe the $1.60 in 2017 EPS (or $2.00 in
2018 EPS) related to nuclear construction would be at risk.
"Where a plant is abandoned after a base load review order approving rate recovery has
been issued, the capital costs and AFUDC related to the plant shall nonetheless be
recoverable under this article provided that the utility shall bear the burden of proving by a
preponderance of the evidence that the decision to abandon construction of the plant was
prudent. Without limiting the effect of Section 58-33-275(A), recovery of capital costs and
the utility's cost of capital associated with them may be disallowed only to the extent
that the failure by the utility to anticipate or avoid the allegedly imprudent costs, or to
minimize the magnitude of the costs, was imprudent considering the information
available at the time that the utility could have acted to avoid or minimize the costs. The
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commission shall order the amortization and recovery through rates of the investment in
the abandoned plant as part of an order adjusting rates under this article."

Risk to Southern's current nuclear earnings. In 2017, we estimate SO will be collecting
~$210m in net income, or $0.21 in EPS, attributable to the Vogtle plant, and about
$0.25-0.26 in 2018. We believe these earnings would potentially be at risk in the event
that the company abandons the project and is not allowed to recover its return on the
capital spent to date, and have highlighted the abandonment language in GA below. The
language appears to allow SO to recover costs as long as they were not deemed
imprudent (among other considerations). If the commission were to disallow SO's return
on equity for the portion spent thus far, and only allow the recovery of depreciation
and debt financing costs through securitization of the asset, we believe the $0.21 in 2017
EPS and $0.25-0.26 in 2018 related to nuclear construction would be at risk.
If the commission disapproves of all or part of the proposed revisions and the utility
cancels construction of some or all of the facility as a result of the disapproval, the utility
may recover through any rate-making vehicle over a reasonable period of time, absent
fraud, concealment, failure to disclose a material fact, imprudence, or criminal misconduct,
the amount of its actual investment, net of actual salvage value, in the partially completed
portion of the facility along with the cost of carrying the unamortized balance of that
investment to the extent such investment is verified as made pursuant to the certificate.

Another potential risk for SO: Repayment of debt backed by DOE loan guarantees. At
the end of 2016, SO had borrowed $2.6b under a loan guarantee facility with the US
Department of Energy. Borrowings established under the loan guarantee agreement
have an interest rate of T+0.375% and maturity in 2044. According to SO's 10-K, the
company would be required to prepay the borrowings over a five year period if the
Vogtle agreement is terminated:
In the event certain mandatory prepayment events occur, the FFB's commitment to make
further advances under the FFB Credit Facility will terminate and Georgia Power will be
required to prepay the outstanding principal amount of all borrowings under the FFB Credit
Facility over a period of five years (with level principal amortization). Among other things,
these mandatory prepayment events include (i) the termination of the Vogtle 3 and 4
Agreement; (ii) cancellation of Plant Vogtle Units 3 and 4 by the Georgia PSC, or by
Georgia Power if authorized by the Georgia PSC; and (iii) cost disallowances by the Georgia
PSC that could have a material adverse effect on completion of Plant Vogtle Units 3 and 4
or Georgia Power's ability to repay the outstanding borrowings under the FFB Credit
Facility.
The weighted average interest rate on SO's borrowings under the loan guarantee
program is 3.3%. If SO were to refinance this debt at a rate similar to its current bonds
due in the 2040 timeframe, which average roughly 5.0%, the difference in interest
expense would amount to $45m or $0.03 in EPS.

Nuclear Construction Cost Estimates
VC Summer project. As of SCG's latest Base Load Review Act (BLRA) filing for 4Q16,
construction costs for the project (before financing costs) are estimated to total $7.3b
for the portion of the plant owned by SCANA. This compares to the company's original
5

Exhibit 1: SCANA Potential Cost Overruns
Cost Increases
Toshiba
through 4Q16
Potential
BLRA
Cost Increase

Assumed
Incremental
Construction
Costs

$2,055
$1,678
$1,286

$6,049
Original Cost
Estimate

Source: Morgan Stanley Research, Company Filings

Exhibit 2: Southern potential cost overruns
Cost Increases
Toshiba
through 16th
Potential
VCM
Cost Increase

Assumed
Incremental
Construction
Costs

$952
$1,394
$1,022

$4,418
Original Cost
Estimate
Source: Morgan Stanley Research, Company Filings

2009 cost forecast of $6.05b, and represents an increase of $1.3b or 21% thus far. On
top of this, SCG's portion of Toshiba's recently disclosed
additional nuclear cost overruns, assuming an even split between
Assumed
Incremental
the two US nuclear projects, totals another ~$1.7b. In our base
Delay-related
Costs
case, we further assume that from today, costs increase
$1,502
proportionately with the overruns identified thus far. The project
is about 60% complete based on the capital spent to date, while
overruns have totaled ~$3b ($1.3b plus the assumed $1.7b cost
increase announced by Toshiba). If cost overruns continue to be
recognized proportionately, this would lead to an additional $2b
$12,570
of overruns. Finally, we also expect SCG to face increased costs
Total Potential
Project Cost
due to potential delays in the project, with a 2-year delay leading
to $1.5b in owner's costs, lost Production Tax Credits (PTCs), and
financing cost by our estimates. Our total estimate for SCG's
project cost is $12.6b, about $6.5b or 108% above the original
construction cost estimate.

Vogtle project. As of SO's latest Vogtle Construction Monitoring
(VCM) report for 2H16, construction costs for the project (before
financing costs) are estimated to total $5.44b. This compares to
Assumed
Incremental
Delay-related
the company's original 2009 cost forecast of $4.4b, and
Costs
represents an increase of $1b or 23% thus far. On top of this, SO's
$941
portion of Toshiba's recently disclosed additional nuclear cost
overruns, assuming an even split between the two US nuclear
projects, totals another ~$1.4b. In our base case, we further
assume that from today, costs increase proportionately with the
overruns identified thus far. The project is about 70% complete
$8,727
based on the capital spent to date, while overruns have totaled
Total Potential
Project Cost
~$2.4b ($1b plus the assumed $1.4b cost increase announced by
Toshiba). If cost overruns continue to be recognized
proportionately with the completion of the project, this would
lead to an additional $950m of overruns. Finally, we also expect SO to face increased
costs due to potential delays in the project, with a 2-year delay leading to $940m in
owner's costs, lost PTCs, and financing cost by our estimates. Our total estimate for SO's
project cost is $8.7b, about $4.3b or ~100% above the original construction cost
estimate.
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What are the stocks pricing in?
SCG stock prices in $1.8b of cost overruns by our estimates.
Using consensus 2018 EPS of $4.51 and the utility average PE
multiple of 18.0x, we estimate the consensus utility value of
$4.51
$81/share for SCG. With the stock currently trading at $68, this
18.0
implies $13/share or $1.8b of nuclear-related costs borne by
0%
$81
shareholders. We believe the total cost overruns could be much
143
higher: We estimate $1.7b of potential overruns from Toshiba's
$11,602
recent disclosure, assume an incremental $2b of construction cost
$68.27
overruns are possible through the completion of the project, and
$9,757
estimate $1.5b of costs related to a 2-year delay in the project
$13
(including financing cost, owner's costs, and reimbursement of
lost production tax credits). Potential offsets to these cost
$1,845
overruns would include Toshiba's letter of credit (LOC, $55m), the
rest of Toshiba's parent guarantee of Westinghouse (we estimate
$1,678
$1.7b based on Toshiba's disclosures and assuming an even split
$2,055
between SO and SCG), the value of tax writeoffs from
$1,502
$5,235
unrecovered costs, and potential regulatory recovery. We believe
all but the letter of credit and potential tax writeoffs in this
scenario are highly uncertain. We give credit only for the LOC and
tax writeoffs in our valuation, and apply a 50% probability to the construction cost
overruns.

Exhibit 3: SCANA Valuation Analysis
Utility Valuation
2018 Consensus EPS
Group average PE multiple
Assumed premium/discount
Utility valuation ($/shr)
Shares outstanding (m)
Utility market value ($m)
Implied nuclear construction cost borne by shareholders
Current stock price
Current market cap
Implied nuclear construction cost borne by shareholders
($/shr)
Implied nuclear construction cost borne by shareholders
($m)
Potential incremental costs
Potential cost overrun - Toshiba disclosure
MSe further construction cost overrun
Delay costs (financing, owner's costs, PTC) - 2yrs
Total
Source: Morgan Stanley Research

SO stock prices in $2.2b of cost overruns by our estimates. As an
indicative analysis if we assume the core SO earnings are valued
at a 5% PE discount due to below-average utility growth and
$3.12
greater risk at SO Power, using consensus 2018 EPS of $3.12 and
18.0
an utility average PE multiple of 18.0x we estimate a core value of
-5%
$53
$53/share for SO. With the stock currently trading at $51, this
990
implies ~$2/share or $2.2b of costs borne by shareholders (either
$52,840
attributable to nuclear cost overruns or Kemper disallowance, in
$51
our view). We believe the total cost overruns could $3.3b: We
$50,599
estimate $1.4b of potential overruns from Toshiba's recent
$2.3
disclosure, assume an incremental $950m of construction cost
overruns are possible through the completion of the project, and
$2,240
estimate $940m of costs related to a 2-year delay in the project
Potential incremental costs
(including financing cost, owner's costs, and reimbursement of
Potential cost overrun - Toshiba disclosure
$1,394
lost production tax credits). Potential offsets to these cost
MSe further construction cost overrun
$952
overruns would include Toshiba's letter of credit ($420m), the
Delay costs (financing, owner's costs, PTC) - 2yrs
$941
Total
$3,287
rest of Toshiba's parent guarantee of Westinghouse (we estimate
Source: Morgan Stanley Research
$1.0b based on Toshiba's disclosures and assuming an even split
between SO and SCG), tax writeoffs from unrecovered costs, and
potential regulatory recovery (including $240m in contingency already approved by the
commission). We believe all but the letter of credit and approved contingency are highly
uncertain. We give credit for the LOC, contingency, and tax writeoffs in our valuation,
and apply a 50% probability to the construction cost overruns.
Exhibit 4: SO Valuation Analysis
Utility Valuation
2018 Consensus EPS
Group average PE multiple
Assumed premium/discount
Utility valuation ($/shr)
Shares outstanding (m)
MSe Utility market value ($m)
Implied nuclear construction cost borne by shareholders
Current stock price
Current market cap
Implied nuclear construction cost borne by
shareholders ($/shr)
Implied nuclear construction cost borne by
shareholders ($m)
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Valuation Methodology and Risks
Exhibit 5: Valuation Methodology and Risks

Source: Morgan Stanley Research

SCG.N

Valuation Methodology (PT $65):

We value the regulated utility by applying the regulated group P/E to our 2017
Utility EPS.
Risks:

Nuclear cost overruns or delays
Changes to nuclear regulations
Weak load growth
Supplier or contractor delays, defaults, or mistakes on new nuclear construction
Competition in retail business
SO.N

Valuation Methodology (PT $52):

We value the regulated utility by applying the regulated group P/E multiple to
our 2017 Utility EPS and subtract our estimate of dilution due to nuclear cost
overruns.
Risks:

Nuclear / IGCC cost overruns or delays
Changes to nuclear regulations
Weak load growth
Supplier or contractor delays, defaults, or mistakes on new nuclear construction
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Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad
market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market
benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market
benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney
LLC or Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures.
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted
by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of Ameren Corp, Atmos Energy Corp., Duke
Energy Corp, Edison International, Eversource Energy, ONE Gas Inc, PG&E Corp, SCANA Corp, Sempra Energy, South Jersey Industries Inc, Southern
Company, Spire Inc, Toshiba, Xcel Energy Inc.
Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on
developments with the issuer, the sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain
Research publications are intended to be updated on a regular periodic basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that
frequency, unless the Research Analyst and Research Management determine that a different publication schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the
meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other
factors. For all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to
clients. Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through
alternate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use
(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with
our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences
and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan
Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy
(http://www.morganstanley.com/privacy_pledge.html).
If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
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strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation
of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be
realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading
and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists'
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular
trading desks.
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley
owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley
may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different
from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have
investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different from those
discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to
use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.
To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan
Stanley Taiwan Limited ("MSTL"). Such information is for your reference only. The reader should independently evaluate the investment risks and is solely
responsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without
the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article 7-1 of the Taiwan Stock Exchange Recommendation
Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party (including but not
limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or
give the appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is
not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these
securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does
not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental
authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision of any consultancy or advisory service of securities
investment as defined under PRC law. Such information is provided for your reference only.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V
which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, Col. Bosques de las Lomas Floor 29, 05120 Mexico
City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group Japan Co.,
Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Asia International Limited, Hong
Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities
Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be
contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan Stanley Asia International Limited,
Singapore Branch (Registration number T11FC0207F); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan
Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in
Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia
Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan
Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Indonesia by PT. Morgan Stanley Sekuritas
Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada; in Germany by Morgan
Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fuer
Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish
Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct
applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its
contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the
Prudential Regulatory Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial
Services and Markets Act 2000, research which has been prepared by any of its affiliates. RMB Morgan Stanley Proprietary Limited is a member of the JSE
Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley Proprietary Limited is a joint venture owned equally by Morgan
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. The information in Morgan
Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in the Kingdom of Saudi Arabia , and is
directed at Sophisticated investors only.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai
Financial Services Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail
Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of
investment advisory activity. Investment advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms.
Comments and recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and return preferences. For this
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reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating
to such data. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
INDUSTRY COVERAGE: Regulated Utilities
COMPANY (TICKER)

RATING (AS OF)

PRICE* (03/21/2017)

U (01/09/2017)
E (01/09/2017)

$77.34
$59.44

E (05/09/2014)
E (03/18/2016)
E (08/25/2014)
E (01/12/2015)
U (03/18/2016)
O (01/26/2016)
U (01/12/2016)
E (07/16/2013)
U (06/15/2016)
O (02/12/2014)
U (08/13/2014)
E (09/08/2016)
U (01/12/2016)
E (01/17/2013)

$55.49
$79.90
$82.68
$79.56
$66.61
$67.31
$83.69
$37.47
$68.27
$111.26
$51.01
$34.57
$66.65
$44.36

Devin McDermott
Consolidated Edison Inc (ED.N)
Eversource Energy (ES.N)

Stephen C Byrd
Ameren Corp (AEE.N)
Atmos Energy Corp. (ATO.N)
Duke Energy Corp (DUK.N)
Edison International (EIX.N)
ONE Gas Inc (OGS.N)
PG&E Corp (PCG.N)
Pinnacle West Capital Corp (PNW.N)
PPL Corp (PPL.N)
SCANA Corp (SCG.N)
Sempra Energy (SRE.N)
Southern Company (SO.N)
South Jersey Industries Inc (SJI.N)
Spire Inc (SR.N)
Xcel Energy Inc (XEL.N)

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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