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Fox Historical and Projected Financials

HISTORICAL FINANCIAL DATA

PROJECT CARTRIDGE

1995 19496 1957 1998 1299 5-Yr. CAGR

EBITDA $803 $848 $697 $947 $922 3.5%
Nel Income 239 248 114 282 315 7.1%
Total Debt / Total Capitalization 45.3% 48.1% 59.0% 58.1% 55.6% -
Carnings per Shaie $2.50 $2.57 $1.17 $2.90 $3.21 6. 4%
Dividend per Share 2.02 2.06 218 2.10 2.18 1.9%
Retutn on Equity 11.5% 12.9% 6.4% 15.1% 15.5%
PROJECTED FINAHCIAL DATA

2000E 2001E
EBITDA 31,136 $1,153
Net Income 362 431
Total Debt / Total Capitalization (a) 53.3% 48.7%
Earnings per Shaie $3.66 $4.37
Dividend per Share 2,22 2.26
Return on Equily 17.5% 20.0%

Suce: Projections niom Fox manageinent.

{a) Includes swraight deby, straight preferred stock and 50% of tax deductible preferred stock in total debt ealeutation.
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PROJECT CARTRIDGE

Sum of Parts Valuation

(Dullars in millions, except per share amounts)

I
IMPLIED TOTAL FOX VALUATION
Public Market Comparables $3,195 - $4,050 [ $3250 - $41.25 |
Discounted Cash Flow Valuatlon . 4,465 - 5,715 E‘ﬁ‘clS.ZS - $58.00 ]
f'recedent Transactlons 4,865 - 6,215 |_$4‘}J.50‘H— $671.25 ]
Premium ' -
rublic Market + Premlum 250% -  30.0% 3994 - 5265 | $4050 - $5350 |

Hote: Indicated valuation methodulogies were applied o the Puwer Business;
implied values are as of 12/31/99, assuming 98.5 million shares outstanding. OPC3 008127
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PR@JECT CARTRIDGE

‘ Cartridge Historical and Projected Financials

Actual Projecied

FYE December 31, 1998 1999 2000 2001
Revenues “$3,130 $3,238 . $3,499 $3,693

96 growth 3.5% 3.5% 8.1% 5.5%
EBITDA . $1,392 $1,398 $1,562 $1,664

36 margin 4496 4396 45% 459%
Met lncome $396 $379 $457 $523

Y6 margin 13% - 12% 13% 14%
Capkx $663 $996 $r,o7 $1,259
Total Assels $8,347 $9,494 $9,401 $10,104
Debit & Prefened /7 Total Capitalization 48.0% 50.3% 50.7% 53.0%
EBITDA / luterest 8.0x 7.8x 7.8x 7.2x

GAAP ROL C13.7% 11.9% 13.1% 14.3%

Source: Forward projections from Canridge managerent.
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ORAFT / PROJECT CARTRIDGE

Fox Historical and Projected Financials

HISTORICAL FINANCIAL DATA

1994 1995 1996 1997 1998 §-Year CAGR
Revenues $2,725 $3,008 $1,158 $3.316 $1.620 7 4%
FRITDA 723 803 848 697 947 7.0
et lncome 212 239 248 114 282 7.4
Tatal Deht / Total Capitalizarion 48.0% 45.3% 48.1% 59.0% 58.1%
Earnings per Share $2.28 $2.50 $2.57 $1.17 $2.90 e
Dividend per Shaie $1.99 $2.02 $2.06 $2.10 $2.10 1.4
Return on Equiry 10.7% 11.5% 12.9% 6.4% 15.1%
PROJECTED FINANCHAL DATA
1999E 2000E 2001E
Revenues $3.838 $3,918 $4,053
ERITDA 1,055 1,082 1,117
Met Income 105 135 160 L
- - — b
Toral Debt / Taral Capitalization (a) 53.8% 50.5% 41@.2%
Farnings per Shave $3.11 $3.38 $3.58
Dividend per Share $2.18 $2.22 $2.28
Return on Fouity 15.8% 16.2% 16.2%

Source: Projections rom Fox management. OPC3 008193
(a) tncludes straight dehe, straight preferred stack and 50% af tax deductible preferred stock in toral debt caleularion. - -
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DRAFT /| PROJECT CARTRIDGE

Sum of Parts Valuation

(Dollars in mudlions, excepr per share amounts)

IMPLIED TOTAL FOX VALUATION

Public Market Comparables $3,650 - $4,325 [.‘537.55 - $44.00 _l

Discounted Cash Flow Valuation . 4,560 - 5,700 [:“:?46,50 . $S58.00 |

Precedent Transactions 4,880 - 5,795 |_$~"I§.?'S - $59.00 _|
Premium - -

Public Market + Premium 25.0% - 30.0% 4565 - 5625 | §4650 - §57.25 |

Note: ndicated valuation methodologies were applied o the Power Business; implied values arve as of 6/30/99,
assuming 9&.2 million shares outstanding. N
OPCH 008194
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DAAFT ¢t PROJECT CARTRHIDGE

Cartridge Historical and Projected Financials

Actual Mrujected

IYE December 31, 1998 ]‘)'i? 2000 3001
Revenues '

Pawel $3,086 $3,302 $3,470 $3,581

nterpaih 44 - 34 76 136

TOTAL $3,130 $3,336 $3,546 $3,717

45 gruwth 136 796 696 546
ERirna

Pawer $1,409 $1,578 $1.636 $1,670

Interpail - (17) (1) {7) 8 __

TOTAL $1,592 $1,564 $1,629 $1,678

Yo inargin 4496 4736 4648 4596
Net Income {a) $396 $449 $466 $518

Yh argin 15% 13% 1346 14%6
Capkx

Power $332 $1,077 $961 $1,116

inrerpath 65 (29) 56 82

TOTAL $1397 $1,0498 %1,017 $1,198
Total Assers $8,169 $9,097 $9,469 $10,166
icht / Total Capiwalization 48.1% 43.1% S0.4% 52 3%
EHBITRA / [nterest 8 Ox 9.0x 8.8x 6.4x

GAAP NOLK 13.6% 13.7% 13.4% 15.1%

Source: Forward projections from Caroridge management.
(a) Exeludes exiraordinary gain on sale of Inrerparh in 1999. Forward figures reflect 40% of operasions rerained by Cartridge.
. i I I s :
: } J.-" pob \1‘
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PROJECT CARTRIDGE

Fox Historical ahd Projected Financials

HISTORICAL FINAMCEAL DATA

1994 1995 1996 1997 1998 5-Year CAGR
Revenuas §0.725 $3,008 $3,158 $3,316 $3,620 7,404,
EBITDA 723 803 848 697 947 70
Met Income 212 239 248 114 209 7.4
Total fielit ; Toral Capitalization 48.0% 45.3% 48.1% 59.0% 58.1%
Earnings per Share $2.28 $2.50 $2.57 $1.17 . $2.900 6.9
Dividend per Share $£1.99 $2.02 $£2.06 $2.10 $2.10 1.4
feturn on Equity 10.7% 11.5% 12,9% 6.44% 15.1%
PROJECTED FIMAHNCIAL DATA
1999¢ 2000E “2001E
Revenes $3.838 $3,918 %:1,053
ERITDA 1,855 1,082 1117
Fei Incnme ' 305 335 360
Toral Dehie /7 Toral Capializadon (a) 53.8% 50.5% 46.2%
Farnings per Shaie $3.11 3$3.38 $3.58
Dividend per Share $3.18 $2.22 3290
Rerurn on Pty 15.8% 16.2% 16.2%

Sonvrce: Prajections from Fox management.
(a} docludes sivaighi debn, suaight preferced stock and 50% of rax deducrible preferred stock in toral debe
calcuilarion.

. e SALOMOMSAMITT RARNEY
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PROJECT CARTRIDGE

‘ Sum of Parts Valuation

(Dollars in millions, except per share amounts)

IMPLIED TOTAL FOX VALUATION

Public Market Comparables $3,650 - $4,325 |’$ij?_25 T§14.00 ]
Discannted Cash Flow Valuation 4,560 - 5,700 !T‘hmq_uﬁﬁﬂ—h]
Precedent ''ransactions : 4,880 - 5,795 {ﬂwumr—]

Premium - [
Public Marvket + Preminm 2500 - 30.0% 4,565 - 5,625 [mﬁu—_{ﬁ_f?% I

Hote Indicated valuadon methodolagios were applied 1o the Power Business; implied values areas ol 6730799
assuming 98.2 million shares autstanding.
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PROJECT CARTRIDGE

Cartridge Historical and Projected Financials

Actual Fajecied

DYE December 31, 1994 1999 2000 2001
evenues '

Power L3 086 $3,302 $£3,470 $3,581

lerparh 44 14 76 136

TOTAL $3,130 $3,436 $4,546 $3,717

%6 groeth 49 7% 6% 5%
EBITDA

Dinver 1,400 $1,578 $1,6036 $£1,670

Lierparh (17) _ (14) (7) 2]

TOTAL $1,392 $1,564 %$1,629 $1,674

Yo tairgin 444 479 46%% 45%
Net lncome (a) $396 $4-19 $466 $518

9 pargin 1298 14% 113 14%
Capkx

Powver $332 $1,077 $961 1,116

lierpath 65 {29) _“Aﬁ a2

TOTAL $34u7 $1,048 $1,017 $1,198
Toral Assers $H 569 $9,007 $9,969 $10,166
Prebin 2 Total Capivalization 48.1% 43.1% 50.-1% 52.1%
FHECDA / linerest 8.0x 9 0x 8.4x B

GAAP ROE . 13.8% 13.7% 13 4% 15.1%

Sontvce: Forwaid projeciinng from Canridge management,
(a1 kxcludes exvcanrinary gain on sale of Interpath in Y999, Porward figures reflect 40% of operartions rerained by Carwridge.
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Consolidated Charlie

Standalune Flnaaclal Ratios !

_ FYE Decombierdt, Projected IVE Decanher 31,
1998 Tyhu L 2000 2(]()1_ Co
Capijislization
Cash $289 $2HY $24.9 4289
Achtal Tatal Debn 2.667 6 2,659 4 248014 16 B
Actual fdet Debi $2.608 7 42,6105 §$2.896.0 $3,332.9
Pucchasid Power Agreements F1620 {3620 $1140 33090
L]
Agency Total Debt $3.0296 §3.021 4 $32389. £3,6758
Agency Nel Debt 306007 2,95 32100 1,646.9
Preferred 594 59.4 994 594
Commbin Equity 144 3 KREYA 34006 5916
Actual Falal Capitalization $9,676 1 $5,950.0 $6.387.8 201748
Ageacy Tolal Capitalization 60383 631248 6,7 H 73264
uteres) Coverage Rallos
Total Interest 1 Preferred Bxpense $2312 §2313 §2212 §221 4
Total Inderest Lixpense 2012 212 4.7 195 3
el Interest Expoense 201.2 201.2 1915 1941
Fands From Operations $4HLS £1,000.5 51,1067 $1,162.8
vi Tatal tnteruest Tixpense ) 5.43x 6.45% 600X 60.96x
vs Mel lnleres! Bxpense S.40x% 645 672x 6.99%
EMTDA §1,392.0 $1,4910 §1592.0 $1,6200
vs Tolal lnterest Expense 6.9x 7.4x 824 8.3x
vs hlet Inlerest Expense . 6. Yx ?.4x 8.2x B.4x
Leverage Raliog
Actual Total {ebi / Tolal Capitalizalion 47 .0% A4 7%, 45.8% 48.0%
Acobal BNet Debl / Totni Capilalicilivn 05 % PR 45.3% a0t
Agency Total Debit / Total Capitalizatlon 50.2%. 47.5% 48.3% 50.2%
Apency Met Debl 7 Total Capitalizallon 19.9%, 47 .65 16.1% 50.0%
Total Delt / FEO 3.00x 2.4 2.64x 2.90x
hlet Tehl / BFO 2.96x 2.48x 2 62x 2.87x
—— CONFIDEMTIAL

() Inchides Boplicd interest on PPA'S at 7,50
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LA Citbmatedd’d Rade a0 LA l

(a) buchitdes 3060 rillion. uj Ray hybeid prefecsed.
b} Assuities PPA"s fur Ray and Chardie with iaplicd inlerest e xpesise of 2 500

fed Assincs {0 0%, Equidy Cradid fu Hybroid securilica, 85 0% coaiil foe FELIDE Prides, as applicable.

PROJECT RAY : ""'
Pio Forma Fluancelal Ratlos $50.00 Giffer, S0% ”t‘ﬂ lE“.‘u Hybriids /!5“/.. Stack 0% H LINE Makdes
{doltars fw mitlions, except per share iita) / i
Profarma Projeetdd FYE Decenber 31, o
Capitsllzaiion 15995 oo C 2001 1
Cash 8119 $31.9 Tho
Hybrid Prelerced 1,092 7 L9y a7
BLEL M Prldes a4 a0 [1X1)
Fixed Dl .,__"’ 7185 . ?}_‘f”_atﬁ B,zll_?;l_) ~
Actual Mei Debl ) $£9,779.3 4,254 0 392627
Actual Tolal Debi BHI2 A,900.1 9 717
Purchased Power Agreements $697 0 16490 $644 0
Agency Met Daelit ) 2476 ) G,6017.2 9,906.7
Agency Tual Pebst " Y5082 9,619.3 9938 7
Toefersed Eepuiiy 929 429 DY)
Comman Equity . 50817 _ 52%2 54113
Actual Talal Caplializalion $13,985.8 14,3160 SH 7992
Apeley Vial Capitalization V4,682 4 149659 154432
tnlegest Coyeaags Natjos
Toal terest ¢ Prefernsd Bxpease @ £744.1 8721 4 [ YARY
Totat hnaerest Expense ™ 6639.2 6642 662 8
Fled haterest 1« Prefesred Expense ™ LR 7301 7142
Pled bidderest Binpense 4.0 0469 661 5
Funds Fram Operations £1,650 1 $1,6912  $1.7259
vs Total Interest Expense 3.39x 383x 3 bl
vs Met lnterest Bxpense B ETUN 354x 3 bR«
BRITHA 151912 $1,6767 11,7067
vs Total Interest Expense A 4.0k 4. 1%
vs Net laterest + Vreferved Expense Ay 37x 1 Hx
vs DNet lnterest Expense 3.7 d s d.ix
Leverage Hatlos
Actual Total Debit 4 Preferred / Total Capltall2aation #* 59.9% 59.7% 59.99.
Actual Nel Debt + Preferred / Tolal Capilatizntion # 59.8% 897, 59 8%
,B Ay Toai Doy, |nu{uu.-j4 |-‘ AL_.:lulA'umh.h o M A el e 01l a%
Auenq Fict et ¢ Prefecred ) Ponad Capilabization * HL7% 6145 (AW A z ‘ “
P 2 e ndite
Tolal Debia Prefersel / FFOM . 8 17% 506¢ 499y Lo
Hel Delid b Fachenad 7 BFO RV Alx B e
Cuwmnulative % of Mew Bank Debl Repald 047 {(16%) (7.39%.)
—_ e ‘l'u‘
BRI /_-‘)J“
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PROJECT RAY

Pro Farma Financial Ratias

{ifublies irowithons, excepd per shaee data)

§54.00 Offar, 65% Delit/ 04 H}_"luhls £15% Slack /0% FELINE Mildes

CPlande 11§ Kaliv: RARAL

ProFoninn

i

i
Prefected FYE Decewbees 31

I

~r

dO

(181600

Capitallzatian _ 199 200)
Cashi. $19 i1 $319
Vighrid Preferred M 3000 M0
FELIME Piides ne 0o ]
Fined §iebt 845032 C BE76L 8471
Actunt Het Del 28,7711 $8.94-00 $9242.0
Actual Tata) Debi #,6113.2 89261 927290
Purchased Pawver Aprevniends {697 01 $A49.0 fo41.0
Apgency Pel Nebit 946083 U.a90 1 8861
Agency Tulal Dielst ' ¥,5401.2 9,625.1 99188
Prelerved Eguity n24 919 924
Conmuon Equity 5081.7 82398 5451
Actual Totsl Capiralization $10 977 4 $14,304.7 $14,792.1
Apehcy Tolal Caplializataon M.674 8 14,9527 154361
Intergs) Caverage Ralivy
Total Intecest 1 Vrefereed Hepense ® $7356 37109 $704 .6
Tatal Inlerest lixpense ™ 678 8 7.7 6514
Het Indecest + Preferred Expense ™ 7344 209.6 001
Mel Interest Expense 877 4 656 4 54 4
Funds Fosm O ations §1.6546.0 16991 §1.7824
vs Talal Intecest Expenae 344x 3.58x 31.73x
vs Eet Inlerest lixpense A 4dx 345Y9x A2x
ETDA §2,519.2 $2,67267  $2,234.7
vs Tital Interest Expense J.8x 41 4.2x
v bled Wierest s Prelerred Bxpense A6y A8x 19«
vs MNet lnterest Bxpense Afx 4.x 1.2x
feverage Raling
Actual Total Dt + Prelenied / Tatal Caplializatinn 6214 61.9% 61.9%
Actual Met Debt # Preferred / Tutal Capitalization ¥ 62 0% YRR al8%
Ajonoy Total Debt g Proderred Pzt Capialization ¥ £3 un, £3 8 £3 &%,
Agpency Flet Debt ¢ Prefecred ? Torl Caphialization 81.6% £ 5% 63 .4%
QA% s
Tatal Delat 1 Preferred 7 FFO®, 8« LWIF Adx
Pt Debt s Prelened /PO L0, 5204 5154
Cumlaiive % af Mew Bank Debt ft'e]'mhl 0% {2.6°4) {5 3%)
mm‘lmiﬁ §300 0 nuMtinns af R.ay lighrid prefesred. o
{10 Assumnes PPA'S for Ry aaal Charlie with implivd inderest expense of 2.5i% . e
for Ry nuw plid levest expense of CONFINDENTIAL

(ch Assuiuns 400K Equity Cocdit for Hybehd seconidics, 85 0% coadll fr FELINE Prides, ai applicabie,
i)
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Feu Fanma Financlal ilatlas Tdeas

Inljl_lr:—u ;il m;‘l-h\uu‘ exepd per share dula)

ProFornen Prajeated PYL Deccmber 31, o

Capilalizatlon . 2000 2001
Cash £11.9 t11.9 $i1.y
Viybrid Prcferred # a6t a 3000 uan
PELIRE Pildes 1o 04 (IX13
Fixed el 7,969 4 8,146.7 RA50.4
Achaal et Dbt 48,2374 fi 4148 §4.7181)
Aclual Tatal Debt H,269 4 B,446.7 B.758 1
Purchased Power Agreetnenls 697 0 16190 6410
Agency Met Deby nu34.4 90610 93621
Apency Talal Debt . B,966.4 4 (45,7 93941

410 919 N9

Preledsed Equity

Comanon fiquity 546107 5264 & 8,915 4
Actual Total Caplializalion 109725 0 SLLILY 147880 3§
Agency Total Capitalizallon : 14,669.5 14,9532 154323

Interesl Coverage Ratlos
Tolal lnterest + Prelerred Expense 1696 5 4671 4 $665 9

Tolal interest Expense * 639 7 (3L 613.1

Neb Interest 1 Prefered tixpense ™ 6U5.2 6705 hd.6
Bel lulerest Bxpense £18.5 617.1 611
Funds Teom Dpecannns $1,67284 $L,720% 418060
vs Tolal lnteres) Expense 348 3 79x 3 95x
vs Hel Interest ixpense , 3.63x 179x 1uhx
EHITNA ) 251492 $2,6260.7  §$2,736.?
vs Tolal Inlerest Expense 10x 4 Ix 4.5x
vs Net lnlerest + Preferred Expense I7x 4.0x 11x
vs Net lnterest Bapiense 4 tx 4.3« 4.5x
Leverage Nailos
“Actual Tatal Delnt « Preferred / Total Caplialization 58.0% 58.2% 56.4%
Actual Met Debi 4 Prelesred / Total Capliallzatlon + 58.2% SR A8 3%
W
Agansy Total Dehi o Peeterred 1 Total ('.:pila".‘nl‘mn " 60 % 4L 0% A9
Apenny Net Debt e Prefened ! Tonal Capitalization 4C.2% 59.9% £0.0%
Tatal Deht 4 Preferred / FFO® : 4.85x 1.83x 178x
Met Dbt ¢ Prelerred ) OFQ 4 4« 4 RRx 4 Adx
Cunulalive % of Mew Bank Debl Repaiil 0.0% {1.0%) (6 6%)

() hichiafes $300.0 ilthn of Ray liybrid poefersed,
{t) Assines P1'A's for Ray and Chaalie with ing-died indescsi exnnse of 1.50°4
{cd Assaducy AU O3, Lquity Credit por 1pbofd securiiies, 83 0% credit por FELINE Prlides, as applicabie.
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Preliminary Valualion of Ray

Cotnpt HTIAL

DRATT

Stunmary ®

(Dollars in millions, excepl per share data)

$65.00 -
$60.00 -
R RN $5.1.82
2
43
I N
D g0 - $48.60 $49.01
N $47.13
Hl .
A, $4500 -
" $4LH5 ,
o e R R A - ;% S doooo.
nf T
P 540.00 .
F40.13 _ _ i
; $37.79 $37 66 $38.20
$35.00 495 4R
43000 . g —————— . : . _
2000 1999 2008 1999 1999 1599
52 Week o BEPS EBITDA s EWIDA/ \ EPS EBIIDA
High Low Y |
PPublic Market Valuation Acquisilion Comparabiles
Thtethodology Bundled  Bundled Segment Segment Nundied Bubulled
Mubiple Ranga 12.5x - 13 5x 6.0x - 7{ix 150x 180x 70x - 8.0x
Amouni - $121 $1,058 2 $9187 $1.058 2 $209 $1ls8 2
T a I

(:};3 {u) A-s;a.smesHQP @ million Ray sl;.n;t..‘s. .lul;slandfng and $2,651.0 million of net dehit.

Marrlll Lynch

Cuceent 'rice:
$d41.758

R ey e - oo
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Implied Exchange Ralio Analysis o | DRATIT

Conlribution Analysis Linplies That Charlie is Growing Faster Than Ray
(Dollars in Millions) .

IHITDA &

Charlie $1,555.0 58.9% $1,646.0 59.5%

Ray 1,084.7 41.1% 1,119.6 40.5%

Total $2,6139.7 1000% . $2,765.6 100.0% B
Frapled finchaiige Ratlo - S . Lo (a0 i, - : 1_.1155)_( o
TBIT :

Charlie $946.0 58.7% $1,008.0 59.4%

Ray 665.9 41.3% 687.5 40.6%

Tonal $1,611.9 100.0% $1,695.5 100.0% o

© Tmplled Buchange, Rallo - - 1.071x o 1L.038x
Net Income #
Charlie $465.3 59.3% . $517.7 60.2%
[ay 318.7 40.7% 342.9 39.8%
Total $784.0 100.0% $8605 . 100.0% T
;_lu_l_n_qugl lij;g_hﬁﬂﬂe R,all,o. L2x . LNuAX . L

{a) En:hulz_s synergies and acquisition adjustuients (incremental goohwitl amorhization, fees and expenses).
k) Assunies prejecied MNet Debi/Fotal Capitalizativn of 52.7%, 51.6%, and 43 4% iu 2000, 2001, and 2002 respectively.

{1}}3 Marrill Lynch
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DRAET

Implied Exchange Ratio Analysis

Dizcounted Cash Flow Awnalysts Justifies Paying Ray a Prentinm

Qlt__ﬁ_glia

Charlie High/Ray Low $55.54 $45.70 0823x |
Chadlie Mid /Ray Mid £49.38 $51.46 102 ‘
Charlie Low /Ray High F43.47 $57.47 1.022x i ]

&E Marrill Lynch : : SRR ¥
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Preliminary Draft - Subject to Further Internal Review

'imancing Impact

50.0% Debt / 50.0% Bynity
% Bilution

Pre-tax Synergies 1o Break-even

50.0% Debt / 35.0% Equity / 15.0% TOPMS

% Dilution

Pre-tan Synergies la Rreak-even

50.0% Debit / 35.0% Equity / 15.0% Enh. TOI(S

% Dilntion

Pre-lax Synergies ta lreak-even

50.0% Debt / 35.0% Fqully / 15.0% FELINE PRIDES

5 Dilulian

Pre-tax Synergies lo Break-even

Pro Forma linpact

ElS Accretion/(Ditution)™

32600 DO

453 Merdlll Lynch

2000 2001
(£0.47) (£0.50)
(14.9%)  (11.8%)
$157.61  $165.61
(B0.13)  (50.42)
(135%)  (11.7%)
$13031  $125.6)
($8.42) (§0.42)
(13.5% (11.7%)
$130.31 $125.63
(30.41) (£0.10)
(12.8%)  (11.2%
$12353  $119.76

{a)  Base rase Charlic and Ray projecvions. Exclindes synergics and by cradils.
(L) Assumm the follwing equily credit: TOPS - 40%, Enhanced TOP:S - TO%, FELINE PRIDES .
c - fc)  Inchudes §3040 willion of Trust Pecfeered Securtlies al Ray Copital,

85%.

Hybrids as a
2000 Deby/ % uf Tolal

Total (‘n]'lialiuliunﬂ" l"‘.‘npilaiizat'i(mtrl

T Ouees,,
R oaey

§0.3% 24%
Q7 7.6%
62.1%, 7.6%
61.4% 7%



http:SUllU.ll

L7600 240

Pvo Forma lmpact

Sensitivily lo Siructure and Operational Assinnptisns

{a)

COMFIDERTIAL

(Dollars in Millions, except per share amounte)

<) Y E
50% Debl/ 35% Stucls/ 15% Hybids
fso Porma EPS
Dilution - %
Brealceven Synergles Requlred

Debt # Hybrida / Total Capltalizatlon

55% Dehl/95% Slogh
Pro Forma BI’S
Dllutlon - %
Dieskeven Syneigles Requlred

Dbt 1 Liybsida / Tolal Caplializatlon

(a) AS:I_H;I;;S I_J};e.r P ice ufiﬁdl()m;llertsl un Debi and Hybrids of 7.21% and 8.375%, respectively, and Charlie share price of $39.50
CAMIRACan o Pt A e 2 YL alis by ’

Base Cane

2000 1001

$279 4301

(12.8%) (11.3%)

§1419  $1224
607%  60.9%

$276  $2.97

(V0.7%) (12.6%)
$160.8  §144.7
§59.2%  59.4%

Nase Cage £+50 bp
Rate Cane Jlecductlen
2000 20601

Dase Case +

§2.79  $204
(12.8%) (12.4%)
$1419  $133.9
60.7% = 60.9%

$1.76  $2.94
(14.7%)  (13.5%)

$1608  $156.0
59.2% Hh94%

[ané
Y OOR PR

SyaFuels
2000 2001
$2.87 $3.10
(11.1%)  (B.7%)
51144 §93.9

60.6%  6.6%

$2.84  $1.06
(122%)  (10.1%)
$1333  §116.0

59.1%  59.1%

$105.2

L NG

L ow 2338

Corpid T LAy TH!
£orpud rfkﬁ)’i: ﬁl‘-’r?:;f' r

Tajal ]

2001

$1.97
(9.7%)

60.7% 3

$3.02

(L12%) (11.1%)
$127.3
59.2% i

(v
Lowl AT e LTExucMuady EWwVium o
Qo PN

TACCp (AT

oo STAATIG

RSN
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¢

) CONFIDENTIA
Pro Forma lmlmcl

Sensitivity to Slructure and Operational Assumptions ™
(Dallars in Millions, excepl per share anounis)
Charlie Share Price of Charlle Share Trice of Charlle Share )e of Charlie Share Price ol
$17.27 . $19.50 $41.00 $45.10
a0% Pebl{I5% Slock / 15% Hybrida 2000 2001 2000 2001 2000 000 2000 2001
Pro Punma RS $2.83 §1.02 $2.87 $3.07 $2.9%0 fle $2.96 $1.16
Dilution - % (124%)  (11.0%) (101%)  (9.7%) (104%)  (8.9%) BA%)  (6.9%)
Breakeven Synergles Required $1289 $1209 §1144  $105.2 $105.5 $95.:6 $84.1 $72.6
Debt v Hybrids / Tolal Capltallzation 60.6%  60.7% 60.6%  60.7% 60.6%  60.6% 60.5%  60.5%
55% Debi] 48% Stack
Pro Farma PI'S $2.79 $2.97 $2.84 $3.02 $2.87 $31.06 $2.95 $3.14
Dilution - % (13.6%) (12.6%) { (12.2%) (11.1%) 1 (11.2%)  {10.1%) (B.9%)  (7.7%)
Bieakeven Synergies Requlred §1520 §1475 $1333 81273 $121.8 91150 $944 4854
Debt 4 1lybilida / Total Capitalization 59.1% 59.3% 59.1%  59.1% 59.0%  69.1% 58.9%  S8.9%

hote: Assumes 50 by Rute Case and Synbuels tax credil,
(&) Assuntes Offer Price of $54 00, lulerest ou Debl and Hybrids of 7.21% and B.375%, respectively, and Charlie share price of $39.50

BAMRLCandine Mo e OTL e LEVE sb{Awum iumanri



O

500 O

4.20

I’ro Ferma Impact

COMEE A

Sensitivily to Offer Price @

(Dollurs in Millions, except per share amounts)

Offer Price of

Offer P’rice of

50% Debt/35% Slock /15% Hybilda

Pro Forma LIPS
Dilution - %
Breakeven Synergies Requlred

Debt + Flybrids / Total Capitalization

5% Debt /45% Slock
Pro Porma BPS

Dilution - %

lreakeven Synergies Required

Debt 1+ Hybrids / Total Capitalization

Note: Assuimes 58 bp Rate Case and SynFuels lax credil.

§54.00 §$5250

2000 2001 T2000 2081
C$2.87  $3.07 . .-
11.1%)  (9.7%) . .

$114.4  $1052 .. ..

60.6%  60.7% - .-

$2.80  $3.02 §2.90 $3.08
(12.2%)  (11.1%) (104%)  (9.2%)
$1333  $1270 $1127  $105.7

59.1%  59.2% 59.0%  59.1%

(w) Assumes Intevest oni Debl and Hybrids of 7.21% and 8.375%, respectively, and Charlie shave price of $39.50

EANRIANCwtolios Powor VCPLmadelV a s Beaniilie

w1479 AHA PL
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PROJECT RAY
Peo Farmna Catnblied tncome Bladement

$54 00 (1{er, 10% Cashi f 13% ’lrblildl {3%% Stark 1 0% FELINR Pdder
fubufliars it anitlinng, exezped pre thaee dalaj

)

CETH00 Ddf

Prudonaa Profected IVE Dhacaribag 11 _ o
314 ) el U
Pldink 2o
Chmlin FLIRS LYY $3.8160 817170
Ko 381ih wgd 48534
Cumibdnid AR S RIS E] TGA
[ AURRRES
LUhathe 1,91.0 15910 36080
My 1,038.2 1,0847 ) 1087
Biminbalong Caet Savlogs 00 0o un
Yyverglen . 0.0 090 0o
Cornlimnd 25491 18767 1767
Drpecclaiton anid Ammlirating
Eelridng Clalle Deprecinlon 3042 LA INYR]
Exisilng Ray Depircialion . [U0F LR AR
Leveren (U Iay Deprecielim Do no [[X1]
Haw Bpraciaiion (R4 Yearm Avg L) 00 uo 0o
Axbslaeg Gaudwll AvienHzitlon 28 e Sh
Fraw Crowdiidl Amarbzathon 8.0 iKY 819
ankingsl VYR 1,108 1,151 -
Crunblied BT 1.54%.3 [ RAR] 1,583 &
Olhes Fooana 0 n a 3l
Liserest llaperas ¢
e duing Uhaslte Fisad Brbl Intreeal Bxpuiss 1740 Tl 1724
Batatipg Rey Fursid Drbsy Ll el [xpenre 18A8 174¢ 1609
Sevolving Bank Dokt fnferesi Lapras @ 7% aub 016 w1
Bank Twroy Losn (Rtrvest Bupeodw @ 8 0% (] na 00
Fybold Preleried lotecenl Expense @ A% (Y] [ZN ] [£ N1
FOLIER Felibea bileiev Bepmurs 0 145 Vo o0 00
Weiuzed Ry atved Camsakiment Fos 0] oo 0.6
Inatened Fhanclng Fres 55 L] 535
folesew) Laronse 4 1) 0.n (- {1y
Uomalilined 6350 bili3 6131
Cootaw logrme Lt 52 [NLL-T)
Vanew A267 p]:I1P ) iH 9
Weighted Lombhued Tan Rate 12 7% RS k7%
Tax Crecliv (12 0) J17.0] (7
IEL1M4B Pl\d- Amartiesliun Bapenne afn no uil
Creforsad Pividaads &8 LD _ A3
Flad lincsinig $6449 579 Y
Aveiage Elluu Chitninmilng 1857 FL WY
BA°G [ructuding one lsur gate) s2062 $187 $r07
Chusiile SialcIadone EFS TTww [E¥] B
o Puima bl 11862 ne_ hoe
o Foma Accestion Sl Alaviong - § (p0.45) {30.3,) {10.21)
Poe Pooa Accrilon HiMalban} - R Nir%) (A1 1%) {97%)
Atditional P're (s Synergles Rsgulind 1o Bieah Bren $l46 ) LA} $105.2
Fia Ve Syocijles (% ul Iy Sales) : 3 8% 4%

[ e A [ ] T LT TEA
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'ROJECT RAY

Pro Yorma Dalance Sheet

CONF IDENT 1AL

Clanoided Vi BSCF 08/14/1939 3:46 PM

$54.00 Offer, 50% Cash / 15% Hybrida/35% Stack / 0% TRLINE Prldes

(dollars in millions. except per share dala)

flalance Sheet:

Cash

Net Working Capltal
Net PP&E

Existing Goodwill

Mew Geadwil
Peferred Minancing Pees

Other Aasels
Total Assels

Existing Pixed Debt

Revalving Bank Deln

Bank Term Lean

Hybrid Preferred

Accrued Merger Expenses
Deferred Yleld Bnhancement Payments
Other Liabilitles ‘
Deferred Taxes

Preferred Stack

FRLINR Prides

Cammon Bauity

Total Llab, & Bquity

Check
Bquity / Capitalization

EAMA\Ussatina Fow (rNMUT mod sV whifAsum

Pro Tormn

Profected FYE Decentber 11

1999 7000 061 T
$31.9 $31.9 $31.9
653.4 576.0 557.9

10,644.3 11,147.0 11,706.2
355.9 350.3 344.7

3,321 4 3,238.6 3,155.6

41.0 7.5 12.1

2,032.9 1,992.2 1,984.0

3170811 TEUTATIL TR

$5,258.3 $5,239.0 §5,544.3
2,760.2 2,858.5 2,957.7

0.0 0.0 0.0

7927 792.7 7929

0.0 0.0 0.0

0.0 0.0 0.0

3,097.4 3,057 4 3,012.2

0.0 0.0 0.0

929 92.9 99

0.0 0.0 0.0

5,081.7 5,233.2 54117

:’ T17.083.7 B A VAN AR AL VI

(0.0) (0.0) (0.0)
36.6% 36.8% 36.8%
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PROJECT RAY

Pro Faorma Cash Plow Statement

COMFIDEHTIA,

CPLnwicld 8SCF 08/14/199 4:46 PAI

$54.00 Offer, 50% Caah / 15% Hybrlds /35% Stock / 0% FELINE Prldes

Il

{(loflars inmillions, excepl per share data)

Met Income

Anminl Dividend

Dividends @

Depreciation & Amorlizalion

Amarlizalion of Bxlating Goodawill
Amortlzatlon of New Goadwlll
Amostization of Deferred Plnancing Pees
Amaortlzation of Accrued Merger Expenses
Yield Enhancemeni Payments

Change In Working Capital

Caphiat Expendilures

Deferred Taxes

Change In Other Assels and Liabilliles
Less: Hqulty Income (o AT ' § n..!af{—:
Net Proceeds from 1ssuance of Slock
Required Debt Service of Bxlstlng Debt
Required Amartization of Bank Term Loan
Required Amortization of Hybrid Preferred
Preferred Dividends

ree Cash Flow

(Yayment)/Borrowing of Revolving Dank Debl

Iacrease in Casly
Beginning Dalance
Ending Balance

B4 SR aroltina Ponr e MOT Lol ol ¥ 1 b Aoy

Pra Forma

Prajected IYE Devemnber 31,

1999 2000 2001
$576.9 $617.3

$2.12 $2.14
(425.5) (438.8)
1,022.2 10645
5.6 56
B3.0 83.0
55 5.5

0.0 0.0

0.0 0.0
77.4 18.1

(15249)  (1,6236) .

0.0 0.0
(5.3) {10.0)
6.0 (26.0)

0.0 00
80.7 205.3
0.0 00

0.0 0.0

0.0 0.0
[98.4) 9.1y
98.4 99.1
0.0 0.0
319 319
$31.9 $119
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FROJECT RAY

Pra Feoma Combiaed Income Slaiement

CONFIDE MTIAL

154.02 Offer, 33% Conh FOR Viybalds / 45% Slack /0% FELINE Pilda

Tdotlars i wtllivas, savepd per ofrare datal

Pro Forna _wofactad FYE Decrinber M,
ST o0 qom —
it Bab - T -
Lharlle §$1,3%.0 13,5460 3717240
Iy RXSYRY ARIERR 10314
ik Ined 7,170 % FXTIN] 7978
BHIELIA
Chaulis LAY 1L5¥10 1,528 0
Ray .68 2 Ling 1 Lhcad
Standalong Casy Javings o iYi] IF0)
Synegiry ay ul 0.k
onidond 1H9} L6787 1w 7
Thepscxistion snd Amnastizallon
liaiatiag Cenrlir fhepi mdailon LU L0 { [SYR|
Dafstlrg Ruy Lhepreciaiiin que.8 iea Ok
Ryversn Ul Ry Diepeccnliom o ni ()]
Hew [heprodtallan {288 ears Avg. L) va () on
Hainthig Guodwrdll Amoidzation 14 5b 5h
Hawr Gioodwil] Asmartintha a3 Bl By
Combinrd iR ] 0094 [WERN]
Couililneid EBIT LEI9a LAes # 15838
Olhver Incnme b 1L 18) 30
Inlareat Bapense
Exipttng Charlie Fined Delsl Lileresl Bxpense it mi 1211
Bnlgllng Jlay Plawel [hebt bnbaresid Bapenie 1N 1740 12459
REavodelng Bank INbj Intryes) Bspinae @ 7.1% i10h KO 1176
Eank Taom Loan biberest Hxpanse 8400 uda on L[}
Hpbrd Proisined deres] Bxprnie @ & 4% ay . on (1]
Fi b I8 aldea (niacgl Expris @ 7.4% [ ¥ on 1]
hinoed Revalves Commndipiend Por o ui no
Ietansesi Fnancing Poan i1 i1 41
Litpreal dncoiny {400} [T] {13} [TW]]
Corbload LY.L ] L7 54613
Fretax Locama 11612 2N | W -T%)
Taxer 178 W94 4N |
Wetghind Cvnbliad Fua Raty 33 7% J6.A% AT S
ETENT N 129} {12.0) iy
FRHUIMA Vil Amasiballon Bupenst uy o 0o
Pycherqed Dvldemle 15 LA [L]
Hal Incosne 4R 081 [TILY]
Aveiage Shneen Dulslandbng Pl R HEN! 1N
HIS {exclimiing dne baw gata) E¥ )| M avag
Chailie Siendalow ¥P5 0! IR L3 U0
1o Posna £1'8 32 51 £ 84 AR}
10 Farn Accrelions{EAbaiiod - ¢ T e (30 5 (597K
e Fairna Accpdlaonfillliallon] - 'R LR [123%) [Tk
Ackuliticnab Ui Loy Syaicrgies Kequitald 13 Bresk Bven b T N 11l

FlbuoddY 3 A LIVl A4 Py



PROJECT RAY

P'ro Foima Balance Sheel

$54.00 Offer, 55% Caah /0% Hybrlde / 45% Stock / 0% PELINE Prides

COMMDERTEAL

CPLiundel V4 BSCF 08/34/1939 147 I°M

(dolars in millions, except per share dala)

BHalance Sheel:

Cash

Netl Waorklng Capital
Mot PP&R

Lxisling Goodwill

New Goodwill

Deferred Pinancing Vees
Other Assels

Total Assels

Existing Fixed Debt
Revolving Bank Debt
Bank Term Loan

Fybrid Preferred

Accrued Merger Bxpenses
Deferved Yield Enhancement Payments
Other Liabilities

Deferred Taxes

Preferred Stock

PELIME Prides

Common Equily

Tolal Liab. & Hquity

Check
Equity / Capltalization

BALHRA L tolhin Pawar \[CULmadr iV chsjAssnm

Pra Forma

Projected FYF Dg!'

- 1999 70680 3poi
$31.9 $31.9 $31.9
651.4 576.0 557.9

10,644.3 11,147.0 11,706.2
1559 3503 3447

3,321.6 3,238.6 3,155.6
29.7 254 212

2,002.9 1,992.2 1,984.0

R AVAUSAD TTRTZAATRT T RIZHOTS T
$5,258.3 $5,339.0 $5,544.3

3,011.1 31077 3,205.8

0.0 0.0 0.0

0.0 0.0 0.0

0.0 0.0 0.0

0.0 0.0 0.0
3,097 4 3,057 4 3,013.2
0.0 0.0 0.0
929 92.9 92.9
0.0 0.0 0.0
5,610.2 5,764.6 5,945 .4

EVAISRN TTR7ARTS T RITAOUS T

(0.0) (0.0) (0.0)
40.4% 40.6% 40.5%

ermhor 11,

CPC 009290



PROJECT RAY

'ro Forma Cash Flow Slatement

COMFIDEMNTIAL :

$54.00 Offer, 55% Cash / 0% I-!yhrlda ! 45% Stock / 0% FRLINE Prides

CPLamnlel V4 DSCF (0871471999 3:47 1*A

(dollars in millions, except per share datn)

Nel Income

Annial Dividend

Dividends @

Depreclation & Amorlizatlon
Amortization of Existing Goodwill
Amuorlization of New Goodwlil
Amontization of Delerred Financlng lees
Amorlization of Accrued Merger Ixpenses
Yield Enhancement P'aymentias

Change in Working Capltal

Capilal Expendltures

Peferred Taxes

Change In Other Assels and Liabilities
Less: Equily Income

el Proceeds [rom Issuance of Slock
Required Debil Secvice of Existing Delst
Required Amaortization of Bank Term Loan
Requived Amortization of Hybrid Preferred
Peelerved Dividends

firee Cash Plow

(Payment)/Borrowing of Revolving Bank Debl

Increase in Casly
Bepinning Balance
Ending Balance

EANHRYCareltua Pfa1eer MOP ambel ¥ b sln] Abesing

Pro Formia

Projected FYE December 31.

B 1999 2000 2001 —

$608.2 $648.8
$£2.12 $2.18
(453.8) (468.0)
1,022.2 1,064.5
5.6 5.6
83.0 83.0
4.2 4.2

0.0 0.0

00 0.0
77.4 18.1
(1,524.9) (1,621.6)
0.0 0.0
(5.3) (10.0)
6.0 (26.0)

0.0 0.0
80.7 205.3
0.0 0.0

0.0 0.0

0.0 0.0

{96.6) 2NV

96.6 _ 98.1
0.0 0.0
31.9 31y
319 $319

OPC 009281
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PROJECT RAY

Fra Fooma Coniblned Sncans Siatemeil

.

151,80 Olfar, $8% Cash J 0% Hybadde 1 45% Stock / 1% PELINE Folides

ey

COHFIDEMTIAY.

{dollair in nlﬁE&s,’(n‘r)_)!.pﬂ shure ddatal

I'ra Forina _ Projicted FYE Decrinber 31,
TN N 2001
Mei ules
Clussliv (ARY 3] £).5840 nziro
Ry 1AL FRITR] 14334
Conbiaad R R ¥ Tt T
881TDA
Cluilie 1491 @ 15920 1,4140
Itay lLoss 1 1,ixi? 1,106 7
Slandatone Coat Savings on no 00
Synergter 94 1RV g4
Comblned 2.5:91 16767 2,734
Deprectation and Amariiastion
Bxbstlng Chaddie Depinisiion &04.1 004 3K}
Bxlailag Ray: Drprechation LU 184 321
Revesso Old Ray Deproctatinn 0.0 v on
flesy Depreciation {18.8 Yearn Avg. Life) on B ag
Exinlng Coedwill Amanliaalion 24 56 LYY
Hew Guudwill Amentleation 9.4 714 4
Caabloed y96.2 vzt 194
Combined BBIT 1,5510 1,589 4 1.587.1
Oiher income 1008 2.5} 383
litkgrcal Bupenae
Ratsilog Charlle Fuaed Dbl intseast Bxpense 1740 1751 1721
Exlsiing Ray Plxed Dobt lnlersat Expense 1884 1240 1609
Hevaolving Bank Dbt Intesest Bxpense @ 7 24 IR nd 1209
Bank Terr Loan lutereal Bxpense @ 8 0% 0a ay 00
Hiybrld Preferred Intesest Bipsase @ ALY, o 0o 00
PELINE Prltes Inlereat Lxpense # 7.4% i ag (1]
Uasvmed Revalver Cammitmaind Pee ue 0.0 no
Defmived Flnancing Fees il (%] (N
fnteresl inoanie (4 07 1L {12 i1.))
Coimbined 5799 LIYR ] 3567
Pietax thanma INEAY 10047 [REZY ]
Taxes 1A9 4004 (3F XY
Welghted Combined Tax Rale RiRES I NH MK
Tax Crextils (2.4 (70} (179
FELIMR Puide Amorilsallan Bxponse LY 0o gy
Preferied Dividends i3 A8 LI
Bel lispumie 1481 ) [ e 7
Average Shares Outatandlng 04 e 1130
BPS {exclud bng one time gabn} $£2.48 $1.30 108
Chadie Staodabonie EP8 1o AR .
Fre Forma B8 §268 B §2.90 e
Pro Porma Accietion/(Dilution) - § (9042} {#0 3} 150 j”
110 Parma Acceellun/(Oitullan) - % (13 4%) (10 4%) (9-1%)
Additanal Pre-tan Synaigles Required Lo Rizak Rven Hnay sz 1057
\ra-Tax Sonuigles (% o fay Sulen) 3.7% T l_ﬂ:ﬁ;

[EE L TR TS L PR DV DI N (R

Tt s ATt 32 £
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ROJECT RAY

’ra Forma Balance Sheet

CONFIDENTIAL

£52.58 Qller, 55% Cash / 0% Hybrida / 45% Stoclc/ 8% FRELINE Prides

CPLmndel V4 BSCF 0871441999 ):47 A4

{doltars in millions, except per share datn)

Balance Sheel:

Cash

Net Warking Capilal
Nel PPP&E

BExisting Goadwill

New Gosdwill

Deferred inancing Pees
Other Assels

Tatal Assela

Exisling Flxed Debt

levaolving Bank Debt

Bank Term Loan

Hybuld Preferred

Accrued Merger Expenses

Deferred Yield Enhancement Paymenis
Other Liabilliles

Deferred Taxes

I'referred Stnck

PRLINE Prides

Comimon Bauity
Total Liab. & Bqulty

Check
Bquily / Capitalization

EAMIR\Carollag Poawa\[CTLmodal VA ols| Aseum

Pra Forua

100

T 1999 i
$31.9 $31.9 $31.9
653.4 576.0 557.9
10,644.3 11,1470 11,706.2
355.9 350.3 3447
3,174.9 3,095.5 3,016.1
20.8 24.7 20.6
2,032.9 1,992.2 1,984.0
A0 S VAV S VAT Y
$5,258.3 $5339.0  $5,544.3
2,929.5 3,014.8 3,109.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
3,097.4 3,057.4 3,0132
0.0 0.0 80
92.9 929 929
0.0 0.0 0.0
5,544 1 5,709.7 5,902.1
TIRIILT TRV SITRETS t
(0.0) (0.0) (0.0)
40.4% 40.6% 40.5%

Pr{_)jectnl FYE Dece

mhui.l 1,
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CPLinadelV4 BSCF 08/14£1994 X:47 PM
COMNEIG L Ting

PROJECT RAY

I'ra Forma Cash Plow Stalement $52.50 (3 ffer, 55% Cash / 0% Hybrids / 45% Stock / 0% FELINE Prides
(dollars i millions, excepl per share data)

_Pra Forma Peojected FYFE Decenber 31,

1999~ 0L O 15 -
Nel Income $615.9 $656.7
Antinal Dividend $2.12 $£2.18
Divldends @ (450.3) (164.3)
Deprecialion & Amortization 1,022.2 1,064.5
Amortizatlon aof Bxisting Goodwill 56 5.6
Amortization of New Goodwill 79.4 794
Amarlizallon of Deferred Financing Fees : ” 4.1 4.1
Amortlzation of Accrued Merger Expenses 0.0 0.0
Yield Enhancement Paymenis 0.0 0.0
Change In Working Capltal 774 8.1
Capilal Expendilures (1,524.9) (1,623.6)
Deferced Taxes 0.0 0.0
Change In Other Assets and Liabilitles (5.3) (10.0)
Less: Lguily Incone 6.0 {26.0)
Net Proceeds from lssuance of Stock 0.0 0.0
Required Debt Service of Existing Bebt 80.7 205.3
Required Amortization of Bank Term Loan 0.0 0.0
Required Amortization of Hybrid Preferred 0.0 0.4
Preferred Dividends I 0.0
Free Cash Flow 10 Y I (11 o) I
(Payment)/Borrowling of Revolving Dank Debt 89.2 90.2
Increase In Cash 0.0 (.0
Beginning Balance 319 3ty
Bading Balance

313 L

ENMIRNCaroling Power MCP inod dVE slvjAmom
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PROJECT RAY

"ra Fucwn Cambibved Incowe Statemend

COMPIDERHTIAL

$54.00 Litler, 500, l‘}l_lll 13%, Hlybrhls 135 Stock 2 0% FELYNE I'rides

Cdaltors in millions. escepl per shave data)

r'eo Fori

Savfectad £ UL Pecemdien 14,

1ony” “no 2wk = o
Het Sates -
Chalie 33100 $154u D 13,2174
Ray 18376 1981 40514
 unsbined Tl 7,464 | 31,7704
EHEt A
Chahie 1,491 0 15020 1.6280
Way 1058 2 1B 7 11194
ltute Case Adjustiments (] (XY (10 v)
Syncigies gap aud 80.0
Combnuned 16297 2.256.} 281612
Vepsecintion aind Amesiization
Existiug Chactie Deprecisiton 5042 603 4 612 4
Existag Ray Depreciuhon SR 4188 4321
fteverse (Md Kay Bepreciation 1Y) 0o 0.0
tlews Depaeciation (28 8 Years Avg Life) [{X1) 0o ao
Eaistiig Gondwill Ainorization 28 i6 56
{henw Guodvall Asnaatization g3 130 8ia
Caisbined 999 9 Littog LIs3
Combined BRET 1,620 3 {61439 §.661 6
Chibiet lucome 06 {2.9) R3]
Interest Expense
Evisting Chartie Fixed Delit lnierest Expense 124 0 1713 1724
Existing Ray Fixed Debi lnterest Expense 188 6 174 ¢ 1609
Revolvng Bank Debiinteiest Capense @ 0.7% 79 9.2 18
Bank Teon Foan liteesi Expeuse 1 191.1 1911
Hybrid lielzired huerest Expense @t 8 4% (Y] 664 ao 4
PELMIE Prides latecesi Eapense @ 7 4% ne 80 vo
Hnused Kevabves Cnmmtiment Fee [N] 04 [(X1]
Belened Finantiag Fees 59 54 L)
Interesy lncosie (0 U5%) (L3} [EW)] (1.3)
Cambined 6112 ulo ) &6 7
Pician luemne INRANS 1022 ) 1,091 )
Taaes RIGUE 4010 433 6
Weighted Cambmed Ty Roe 39 2 38 89 16 744
lux Credus (Y {170) {70)
FEGIHE Podde Amoutzaton Expense g (Y on
Pielencd thvidends 45 44 4%
Fet Income TN 15T Wit
Averape Shaces Onistmnding 1937 19% 7 169 3
1S (excluding one-lime pain) 12 G0 $1 16 ISRY
Clarkic Skl E1'S 1307 nn EYRT
$50 Fooma LIS 289 316 313}
o Fooma Scereland iduiion) - % (10 16) (1G4 a7y (50 02)
P Uonea Acierinny Bioon - 4% 15 20) (2 1%3) {0 734)
Zukltiioaal Pre baw Svicigies Beguieed Jo Bresk LEven 3525 249 174
Phe- Lax Senerpics 44 ol Bay Sales) bl 0 6% L2

By sl by
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PROJECT RAY COMFINENTH

Pra Farom Balanee Sheet $35:.00 Offer, 50% Deht 1 15% Tlybrids / 35% Stoelc/ 0% FELINE trides

(lvdlars in nultions, except per share data)

_Pro Forma _ Pyojected FYE December 31,

1390 2000 2001
Batauce Sheel: .
(Cash 319 £31.9 F319
et Working Capitad 651 4 576.0 5579
Net PPASE 10,644.3 11,147.0 11,706.2
ixisting Goodwill 1339 3503 3447
Hew Gaodwill - 13216 323186 31556
Veferred Flouncing fFees 43.0 . 17.5 321
Citlier Assels 20324 1,992.2 1,984 0
Total Assels 170832 Y173736 NTRIT]
Fsissng Fised Deli $5,2383 55,3429 $£5,550 4
Revolving Bank Debi | LIS 157.6 1947
Bunk Term Loan - Tranche A 880.8 3808 8801 8
Bank Term Loau - Tranche B 8805 880.8 8808
Baok Term Loan - Tranche C 880.8 880.8 8808
Hiybaid Prelened 7427 2.1 792.7
Acorned herger Expenses 0.0 0.0 00
Delened Yield Enhancement Payiments RV 0.0 un
CHher Liahilities 1,097 4 30574 30132
Delened Taxes 0.0 00 0
I'relerred Stock 929 929 Y29
FELIME Prides 00 0.0 (FXY)
Canunon Hyniry S,081.4 _ .?,23?.‘") 5,523 g
Total Lial & Fouity 170832 TR IR
t“heck ' (0 (0.0) (0 0)
Fauity / Capitalizanon 36.6% 37.2% 37.6%
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PROJECT RAY

Pro Formag Cash Tlew Statement

$54.00 Otfer, S0% Deht £15% Myhvids / 35% Stack /0% FELINE Prides

ERTEIRIRY A RN

(dolha s inomiddlions, e ept per share data)

Hel Income

Annuad Dividend

Divideds 422

Dieprecialion & Amailizalion
Amoihzation of Existing Goadwill
Amotlization of New Goadwill
Amortization of Delerred Financing Fees
Arnntization of Accrued Merger Expenses
Vield Enhancement Payiments

Change in Woiking Capital

Cupiiad Expenditures

Defened Taxes

Nefenied Yoaxes tiam Slandalone Enlilies
Uhinge g e Assels ad Biabibities
less: Hquwily Income

Mel P'roceeds from lssuance of Stock
Iteqnired Debt Service of Existing Debt
Reqguiiedt Amortization of Bank Term Loan
Regauel Awwctization of 1ybrii Peferred
Preferred Dividends

free Cash Flow

{PaymentBorrowing of Revalving Bank Deln

Inciease in Cash
Beginning Bulance
Fading Ralance

Pro Forma

Mrofected FYE December 11,

(050 T 0ah

200

$628.8
£2.06
(422.3)
1.022.2
5.6
§1.0
55
oo
0o
77.4
(1,524 9)
0.0
(102.0)
96.7
60
0.0
84.6
00
0.0
00

(39.5)

39.5
0.0

162214
5212
(134

1,064 5

5.6
81.0
548
i
0o
18.1
{1,621 6)
0.0
(113.2)
1212
{2000
00
207 8
00
0.0
g0

(A71)
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PROJECT RAY

Pro Forma Debt Schedule 354.00 Offer, 50% Debt / 15% 1ybeids /35% Stock /0% FELINE Prides

(stottars wemillions, except per share data)
Projected FYE December 11,

2000 2041
Firee Cush Flow {39 5) (172.1)
Piss: Beginnmg Cash Dalance il A9
ess Lmling Cash Balance 1.9 (31.9)
Issuance / (Repuichase) of Equity 04 0.0
Tenal Cash Available for redemiptions antl debt service (39.5) (37.H
Debif Issuance / (Repaynients)
Revalver 31395 $37.1
fank Termi Loan - Tranche A 0.0 00
Hank Tenm Lean - Tranche B 4.0 00
Hank Term Loan - Tranche C LRY )
Total Debl tssuance / {Repayinienls) 305 LI
Cash Available atier all vepayments 0.0 0
[nding Cash Balance 319 $31.9
Bebt Balance
Kevolver 1181 157.6 1947
Bank Tern Loan - Tranche A 8800.8 880.8 880.8
Bank Teun Loan - Tranche B 280 S80.8 8R0.8
Bank Tenn Loan - Tranche C _ 8808 8808 &80.8
Total Debl Batance 2,760.5 28000 28¥11
Nelil fuferest Expesse
Revolver 7.4 9.2 1.8
Bank Teom Loan - Tranche A 500 59.0 59.0
Bunk Term Loan - Tranche B 6d | 641 641
Dank Term Loan - Tranche C 62 G 68.0 68.0
Tutul lntevest Lspeise Pan G 2001 2029
Deht Interest Expense : _
Revalve 6.704% 6.70:% 6 704%%
Bank Tevm Loan - Tranche A 6.704%, 6 iAn, 6 7049
tlank Term Loan - Tranche 3 12020, 1272% 7.272%
Bank Ternm Loan - Tranche C 1.716% 1.716% 1.716%
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PROJECT RAY

Pro Fovma Finaucisl Railos

(dallars i nnthons, except per share dital

$54.00 Offer, 50%% Debt / (5% Hybelds 7 35%% Stock /0% FELINE Peides

ProForma Piojected FYE December 31
Lupilization R 1M} 20014
Cash $31 9 $31 0 111y
Hybrid Prefenied 10927 L9272
FELIHE Prides 0o 00 na
Fixed Detu f_.‘|8 § 7,842.‘) 8,0878 . ‘.i
Actual Hel Debt 38,779 6 $8,9036 9,148 S '
Actnal Yotal Debl 88115 89154 9.180 5
Purchased Mower Agieements 3697 0 16190 $6-14 0
Agency Het Delu 9.4706.6 9,520 4,792 5
Agency Total Deli 0,508 5 9,584 0 9.824 3
Preferved Equny 929 919 929
Conmon Equity 50814 5,2817.9 5,5259
Actual Total Capilalization $13,985.8 14,3163 $14,799.2
Agency Tolal Capilalization 14,682.8 14,965 3 15,443 2
duleves] Loverape Raliog
Tatul Interest + Prefened Expense ™ $7425 $719.2 $709 |
Total lnterest Expense ™ 683 8 666 | 6563
Met lnterest 1 Preferred Expense ™ 7412 718.0 78
Mel huterest Expense * 6845 664 8 6530
Funds From Operutions $1,700.2 3L M50 $1.8306
vs Tolal fnlerest Expense J.48x 362 379«
vs Mel hiterest Expense 348x 3 62x 1.79x
ERITNA $2,629.2 32,756 7 128167
vs Total luierest Expense 1 8x 4 Ix 4 3x
vs Mel Interest Expense 3 8x 4.1x 4.3x
l.everage Natios
Actual Total Debt + Preferred / Total Capitalization " 59 9% 50 4% 50 149
Aciual et Debt 1 Prefesved / Total Capitalization ' 59.8% 50.3% 59 0%
Agency Tatal Debt + Frefesved / Total Capitalization ™ 61.8% 61.1% 6) 8%
Agency Flet Detit + Pielerred / Total Capitalization ™! G617 61 0% 60.7%%
FFO/ Total Debt + Mefeired ™ 20 384 20 5% 2092
FFO /et Debt + Prefened ™ 19.4% 19 6% 20 0%
0.0%% (1.4%) (2.8%%)

Cumnlative %0 ol Hew Rank Delit Repaid

() Includes 830000 of Ray hybowd prefesred.

(U} Assumes PPA’s for Ray and Charhe with implied inter est expense of 7 504,
(ch Asswmes 40 0% Equity Credic jor Hybrid securities, 85.0% credit for FELINE FPrides, as applicable.
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Consolidated Charlie

Standalone fnecome Statement

confnit (ST

(tallars in aullions, except per sha e dati)

FYE December 11

19498 1999 2000 2001
Revenie $3,1300 33,0160  $3,5460 $3.717.0
FBRITHA 1,3920  1,491.0 1,5920  1,628.0
Uheprecialion & Ameitization 495.0 5042 603, 6124
Chondwill Amnitization 0.0 2.8 5.6 S.6
Rl 897.0 984.0 983.0 960.0
Othier fncome £ Gain on Sale (67.0) 206.0 (6.0) 260
hiterest Income 4.00%% 0.0 i (. (1.2
interest Bxpense ' 174.0 1727 154.5 1283
Revalver lnterest Expense 6.00%% b4 1o 16.7 EN
Mel lnterest Expense 174.0 174.0 1701 171.2
Pvetax Income ™ 656.0 1,016.0 8069 B4.8
Tases 257.5 4216 1063 317.2
Preferied Dividends 310 10 3.0 1.0
Ilel Incame ™ 3055 $5895 $497.6 35246
Shares Quistanding 143.9 1459 1519 154.5
EPS (Mrimary) $2.15 $3.96 £3.23 $3.40
EPS (Mimaryy Excl Gain an Sale _ $2.75 $3.07 i 1340
Assumplivns:
flet Sales Chinwih .- 6 6% b 3% 4.8%%
EBUTIA (s ol Sales) A4.5% A4 7% 4499 43.8%
Dwepreciation (0% ol PIPSE) 8.2%% 7 8% B.7% 8.1%
ERIT (9 of Sules) 28.7%% 20 8% 27. 1% 26.6%
Othier tueome (26 of Sales) (2.144) - - {0.2%%) 0.7%%
Elfective Interest Rate on LTD 6.544%% 6. 14% 5.3
Tax Rale 19.3% A% 37. 7% 17.3%
Dividend Payout Ratia 72.8%  S0.5% 637 62.4%
P8 Groveth 44.0%% (18 3°%) 3.0%

(o Sonrce, Chachie Shonagenent estimates dated 7716700,

() Evclodey evrraordiinny sl on s ecorving items,

Teasedt iy 14y
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Consolidated Charlie

Standulone Balianee Sheel

FR TR N I DRI Y I

(ollars in millions, exeept per share data)

Balanece Sheel:

Cash

Hel Woiking Capital
Mei PPLE

Exusting Gioodwill
Other Assets

Total Agsels

laasting Debl
Revalving Bank Delit
Onher Liahilities
Preferted Stnck
Equity

Total fiab. & Equity

Check

Equity Ratio

S VSavutcgsc Drveleparont ProjectisflayCambined Prufunm v8 SyufAnneuncemani ala]8SCF

FYE Decentbher 18,

'rojected FVE December 11, (ai)

T 1908

1999

2000 001

4289 1$28.9 $2890 $28 9
281.7 2967 237.7 217.7
6.0005 64423 69499 7,5705
0.0 12722 236 2i6.0
12476 ) 118 6 1,132 6 1,158.6
§7859.1 38,1317 38,5707 390007
§2.667.6  $2,6146 $24166  $2.416.6
00 45.1 512.5 956.9
21828  2,1828 2,1828 21828
50.4 59 4 59.4 594
2,040.) 31,2318 1,399 4 3,585.0
$7,850.1  §8,133.7 $8,5707  §9,200.7
00 00 0.0 0.0
52.0% 54.3% 53.2% 51.1%
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Consolidated Charlie CONFIDENTIAL

Stualone Cash Flaw Statement

fdoltars in millions, except per share data)

FYE December 11, l‘l'}'jm‘unl FYE December 31, ()

OPERATING ACTIVITIES 1908 vy 2000 2001 T
el lncome §3955 5589 5 $497 6 $524 48
Nepreciution & Amottization 495.8 S04 2 603 4 612 4
Goadwil Amaddizatian . 0.0 28 5.0 S 6
Change in Working Capital (12 1) (11.0) 59.0 200
Chagspe by e 7 e lersed Tases (111.9) 00 U.G 0.0
I ess: Biuily Income : 00 00 6.0 (26 0)
L ess: Gain on Sale of Interpath 0.0 (132.8) IXV] 0.4
Mus: Aller-iax P'roceeds ' 0.0 24122 0.0 0.0
Other 0.0 0.0 0.0 0.0

Cush provided by/(used in) operating activilies 736.6 1,191.9 L1 6 mﬂi'liﬁ.ﬂ
INVESTING ACTIVITIES
Capital Rxpenditires (526.8) (877.0) (1,111.0) {1,262 0)
Disposition of Assels/Othey (2 0.0 0.4 0.0

Cash provided hy/(used in) investing aclivities (528.7) (877.0) AR (I‘Z’ﬁ?.f_l)"—
Fiee Cash Flow 207 8 1149 60.6 (105 )
FIHATICIHG ACTIVITIES
Aunpal Dividend 3200 52.00 £2.06 512
Dividends on conunon iy (279.7) (307 1) 3300 {3130 1)
Required Debt Service 0.0 (53 0) (193 0) 00
Hel Froceeds fiom Issuance of Stock 0.0 0.0 00 00
Other 5.8 0.0 0.0 0.0
(Puyneulp/ Manawing ol Revalving Debi 34,1 45.) 167 4 44 4

Caush provided bydused in) fnsncing activides (219.9) (314.93 (60 6) 105 4}
FET CHARIGE Y CASH

fnciease in Cash (32.0) 0.0 0.0 0o
Heginning Balance 14 289 28.9 28.9
Fiuling Balance (317.6) %289 $289 $289
Ay ’ o (526.8)  (877.0)  (L0b0) (Lreaey
CATN (% ol PP &R 8.7% 13.6% 16.0"% 16.7%%
“Sireer” Free Cash Flow (FCE - Dividends) (71.9) 19 (289.4) (444 d)

(i) Svice. Chaclie Munagement estimates dated 7/16/99.
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Consolidated Charlie

Cush Flow Stutenient Supporting Schedule

(ollars in millions, except per share data)

Projected FI'E December 11, (u)

Share Repurchase Program 9wy 2000 2001
Hegivng Shaies 1439 154.0 1540
Ruy Back Amounl 0.0 0.0 00
Buy Bacl P/E 13.0x 12.4x 1 8x
Price / Shave f42.00 $42.00 $42.00
Shares Repurchased (.0 00 00
Fuling Shaes 154.0 154.0 1540

Weiphlod Average Shares Outstanding ' 119.0 154.0 154.0

19705799 2 00 Phi



S1EA00 DdD

Cuansolidated Charlie
Standaloune Financial latos

COMIIDENTIAL

Gloltars in mallions, except per sha e idata)

FYE December M, . hkeRErr
[BAL 19499 2040 20
Caplighzailon
Cash §28.9 Ja o $289 yig 4
Actal Total Deb 26076 2059 ¢ 2439 | INTAR)
Aol Met Debt $2,638.7 26008 $2.9002 33440
Purchased Power Agieements $362 0 fl62 0 IRIERY 3000
Agency Total Delt $£3,029 6 $3.0217 $3.243 ) $3.682.5
Agency Vel Debt 3,000.7 2,002 8 32142 365146
Pielewved S04 504 5944 59 4
Commoa Equity 20491 3,111 8 31,3694 315850
Actual Total Capualizating 56761 §,9508 6,187.8 7.017.8
Agency Tolal Capitalization 6,038.3 63128 6,701 & 2.320.8
Ltesest Cuyversge Ralluy
Fulid dnrerest ¢ Uielenoed Exprnse ™ 12313 2313 32213 $2212
Total Interest Lxpense M 201.2 201.2 14,1 8 195.6
Met Interest & xpcnge 1.2 201.2 1937 14 4
Funds Froms Operations 890 S $1,096.5 $1,06.06 $11626
vs Folal Interest Fxpense 543 6.45x 06 68x 6 94x
vs Mel lnierest Expense 5.43x 6.4 5% 6.71x 6.98x
EOITRA $11920 14910 $1.5920 $1.6280
vs Tolal Interest Expense 0.9x 7.4x 8.2x 8.3x
vs Nel hiterest Expense 6.9x 74x 8.2x 8 dx
Levernpe Watios
Actual Tatal Debit / Totul Capitalization 47.0% dd4 7% 45.0% 48 1%
Actual Fel Deht 4 Tatal Capitalization 46.5% 44 2% 45 44 42.7%%
Agency Total Debi / Total Capualizahon 50.2% 47 O 48 4% 50 3%
Agency Met et 7 Total Capitdization 48 943 47 % 48 294 50 1%
Tatsd Debu 7/ FEO) 13 .4%% 41.24% 37 8% 34 5%%
Met DNebt / FFO 31.7% 41 %% 38 2% 14 8%

¢ad b hiodes wapdicd intevest on PPA's a1 7.50%
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Consolidated Ray COTRIE R AL
Standalone Incone Statement

(dollars in millions, except per share dita)

FIUE Decembier 14, Peojected FTE December 31, (a)
1998 | REL 2010640 2001 o

Revenue $3.020.3 33,8376 £3.918 1 $4,0514
EBITHA 10249 1,058 1,084 7 L1196
Rite Case Adjustments 0.0 00 0 (109
EHITDA (1) ) 1,024.9 1,658 2 1,084.7 1,108 7
Depueciation & Amortization d424 6 409 8 418 8 4321
Caating Goodwill Amontization 00 0.0 0.0 00
EAIT (b) 6003 0483 605.9 676 6
Other tncame 0.0 15 %) A3 103
hnterest lncome 4.00% 0o (01) CHD) 0.1
Fixed Interest Expense 170.0 188 6 1740 160.9
Revolver luteiest Expense (@) 6.00%% o i1 __ 0o AL
Melt Inteiest Expense 1100 1883 1739 160 8
Pietax Income (b) 4301 434 o 495 6 52600
Taves 148.6 16005 1755 187.9
Tax Credils 00 {120) (170) (70
Meferred Dividends, _ 00 L 15
MNet tncome (I) £281.7  $3043 333155 $as17
Shares Outstanding 97.0 9719 9.2 1005
EI'S $2.% 31 $3.38 $1.52
Assumpllons:

Ttet Sales Ol .- H Lty 2.1% 3.5%
EIHTE (Y of Sales) 28 3% 27.6% 27. 7% 27 4%
(egwectation (0% of PP&E) 10 1% 9 8% 10 0%, 10 5%
EHIT (% of Sales) 16.6% 16 9% 17.0%% 16.7%,
Cihier Income (% of Sales) 0.0% {0 1%) 01y 0.34%%
Effective lnterest Rate on LTD : 7.15% 6.824% 6.87%
lax Rate 34 5% 35 A% 35.4% 35.7%
Dividend Payoul Ralio 0.0%% 65.6% 64.2%%
ZPS Growih - 71% 3.8% 4.0%

fo} Sowrce Fred Management extonates duted 771699,
(b) Exchutes extraordinary and won-recursing charges.

LGP A e
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Consolidated Ray cant

Standalone Halance Sheel

(dollars in muddlions. except per sharve duta)

FYE December 14, Prajected FYE December 31, (u)

190K 19499 2000 2001
Cash §2.5 AR 1.1 F31
Met Working Capital 2610 3568 1181 340.2
el PPRE 4,190.6 4,202.0 44971 4,126.6
Existing Goodwill 139.8 128.7 128.7 128.7
Other Assels Y704 85943 859.6 8254
Tetal Assels 35,5703 85,5849 {55268 494241
Fixed Debi $2,612.5  F2.043.7 £2,4589  §2.222%
Revalving Bank Deht 0.0 0.0 0.0 0.0
Orther Liabilities 1,042.3 RIERS 874.6 8304
Prefened Stock ) 135 335 -33% 335
Equily tRaZ2.0 10y 31550 PR
Total Linb. & Equity $5,5MHL) 0 §55840 £5,5269 354241 S
Check 0.0 (0.0) (0.0) (0.0)
Equity Raiiu 41.1% 42.7% 46.4% 50.9%%

TS0 A asy g



Consolidated Ray LN A

Standatoae Cash Flow Statement

(dollars in millions, except per share duta)

FYE December 34, Projecied FI'E December 3 1. (n)

OPERATING ACTIVITIES T TS 2000 w0
Met Income $281.7 $3044.3 $335.3 $353.7
[repreciation & Amartization 424 6 4090 8 418 8 43121
Change in Waorking Capitat 172 (40.7) 18 4 (1.9)
Uhange in Other Assets and Liabilities 59.5 0.9 347 14 2
Deferned Taxes and Othier 0.9 0.0 (10 0) (41.2)

Cash f'ravided hy/(used in) aperating aclivities 2770 674 4 7674 IARY
IMVESTING ACTIVITIES
Cupital Expenditwes (3431} (<137.3) (413.9) (361 6)
Disposstion of Assels 0.0 0.0 00 00

Cash P'rovided by/(used in) wvesimg aclivities (5431.1) (417.1) (-113.9) (361 6)
[Fiee Cash Flow 2371 1536 4123
FINAMCING ACTIVITIES
itequied Debi Service 0.0 0.0 0.0
Met Praceeds From Issnance of Slock 0.0 313 YN
Dividends ai conunon £2.18 $£2.22 §2.246
Dividends @ (2133) (220.7) (227 1)
Oither 0.0 0.1 0
{Payment)/Borrewing of Revolving Debl 0.0 00 0.0
(PaymientBonowing of Fixed Dehi (21.2) {181.}) (236 8)

Cash Provided by/(used in) Rnancing activities (237.1) “ (353 6) (-,II2_3)
liciease in Cash 0.0 0.0 0o
Beginning Palance 2.5 11 11
Euding Dalance 325 T4 311
CAPX _ (543.13) (437.3) (113.9) (361.6)
CAPX (T of PT'RE) 11.0% 13.0% RN 8.8%
"Sheet” Free Cash Flaw (FCF - Dividends) 237 1334 1852

2do

o000

[oRoRS

ful Sowrce: Fred Management estimates dated 7/1 0,99,
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Consolidated Ray

Standatone Fluanchal Ratlas

{dollars in millions. except per share daia)

FVE December 11, o Prafecied FYE December 31, (i)
1994 1999 2au0 i Rl
Caplialization
Cush $2.5 331 330 $31
Pebid Pieferred 3000 A00 6 RIVERY ARG
Actual Total Delit + Prefered 2,133 2,343.7 2,158.9 1,922.)
Actual Mej Deln $2,630.0 $2,640.6 $2,455.8 $2.219.2
Purchased Power Agreements $33540 13350 13350 13350
Apency Foial Deln 29675 19787 2,791 4 2,55873
Ayency Het Nei 2,965.0 29756 2,790 8 2,554 72
Picfened AR BRI 133 13s
Comunon Eyuity _ 1,862.0 1,991 14 189y 133
Actual Talal Capitalization 4,238 0 AR d.4652 3 420 7
Agency Tatal Capilulization 4.501.0 4,705} 4,687} 4,628 7
Interesi Coverape Ratlos
Tatal ntetest + Preferred Expense $2203 12400 4 $2258 $212.7
Totul lnterest Expense 1951 2137 199 186.4
HMer livterest Expense 1951 2136 1990 185.9
Funds From Operations B YU 57142 37543 171858
vs Total fnterest Expense 4.62x 4.34x 4.79x 5.22x
vs Mel linterest Expense 4 62x 4 Mdx 4 523
EBITDA $1,0249  $1,0582 £1,084.7 11087
vs Tatal literest Expense 5.4 § Ox 5 dx 6.0x
vs Mei Interest Expense S.Ax 5 0« 5.5x% 6.0a
Leverape Raliag
Actual Taotal Delt 7 Total Capitalization 39 445 57.7% 53 7% 49 0%
Actual Het Debit/ Total Capitalization 549 4% 57 7% 53 % 48 9%
Agency Tatal Debi / Total Capitalizaiion 67.1% 05 4%, 61 4% 56 8%
Agency Ler Debt / Total Capnalizaion 67.3% 65 1% 61.4% 56.7%
FEQ 7 Takal Debt 28 1% 28.14% 32.3% 37.4%
FEO / Total el 28 1% 28.1% 32 2% 37 44

{u) Inclides implied interest on PPA's at 7.5%
(L) Assumes 7,54 equity cradit for Hyvbrid securiiies.



Consolidated Ray

Divisional Income Statemen! Summary
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Revenunes
Ray Power
Fleciric Fuels
Telecom
Cuayporate
Eliminations
Tolal

EHITHA
Ray Power
Flecisic Fuels
Telecom
Corporate
Eliminations
Tutal

Pepreciallon & Amortzation
Ray Pawer
Flechic Fuels
Telecam
Caorporale
Elguinations

Total

Enr
Ray IFowe
Flechic Fuels
Telecom
Corponate
Etiminations
Taual

Met Incae
Ray 'owa
Electic Fuels
Telecom
Coipuiate
Eliminations
Tutal

_ HREF! Froyecied FYE Diecember 34, jat
1999 2000 20N
$2.648 5 $2.672.7 £2.767.0
1,442 4 1, 4815 15159
148 217 127
2029 Yi6 4 AEE R
{561.1) (578.2) (606.7)
$1,817.4 $1918 1 $£4,053 4
$887.8 £897 1) 0175
181.5 196.5 2010
44 7.7 15.8
2806 100 5 N2
(296.1) (323.2) (347 8)
31,0582 $1,0847 $1.119.6
$162 1132 $164.6
576 60.7 59.9
(Y 64 16
i) ($K1) 0.0
00 0.0 an
§10 R $418.8 412
5416 $545.2 $553 0
1219 115 8 1420
(1 G) 1.7 82
280 6 Mo & 3322
(296 1) (1212 ¢ 1172.8)
$648.1 6659 $6875
$259.2 $271.6 £2824
505 (2.5 098
(1) 1.0 50
37198 064 ERB
(296 1) {121 (17 53
§20212 3182 1428

fed Swrce  Ray Management estimaies dared 2716/99.
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Consolidated Ray

Divisional Income Statement Summary - Analysis of Grow(h Rates & NMargins

HiHH

Anoual Revenue Growih Rates

Ray Powey
Vectric Tuels
Telecom
Carporale
Lhiminations
Total

EBRITTDA NMargins
Ray Power
Ilectiie Fuels
Telecom
Corporate
Eliminations
Tolul

EBUT NMargins
Fay Power
LElectiic Fuels
Telecom
Comorale
Fluninations
Total

Net fncome Nargins
Ry Tower
Electiie Fuels
Telecom
Carporale
Eliminalions
Total

HREF!

1999

33.A%
12.6%
29.5%
95.8%

52.8%

27.6%

20.4%%
8.6%

(10.9%)

95.8%
52.8%

16.9%

9.6%
3.54%
(7.3%
95.5%

52 8%

7.6%

(b < Rav Management estimates dated 7716799,

0 9% 3.5%
2.7% 2.2%
59.5% 38.0%
8.7% 8.2%
1% 1.9%
2.1 1.5%
11.6% 13.2%
13,34 13.3%
32.5% 48.4%
96.3% 96.4%
55.9% §7.3%

27.7%

20.+1%
9.2%
7.2%
96.3"%

55.9%

27.6%

20.0%

9.4%
25.2%,
96.4%%

57.3%

17.0%%

10.2%

4.2%

4. 3%

l)ﬁ %
55.9%
8.1%

17.0%%

10.2%

4.6%
15.3%
96.8%
57.3%

8.5%
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Consolidated Ray

Electric Fuels Corporation ITncame Statement Summsary

ST T

THURH

Revennes
Ruy Rail
Inland Masine
Fuerpy
Carporate
Tutal

EBITHhA
Ray Rail
Inland telarine
Energy
Corporate
Tatal

Beprecintion & Amartization

Ray Rail
lulamd Marine
Energy
Cormpuiale
Total

EBIT
Ry Rail
Intand Narine
Euergy
Cunpenale
Total

Nei lucuine
Ray Rail
Ialand NMarine
Lnerpy
Crpote
Taotal

(a} Sow ce

Ray Muanagement estimates dated /1699

HREF Iojected FYE December 3, (o)
1999 2000 2001 o
8104 8451 8302
1 Gdd 176.8 1802
458 5 459.6 455.5
04 0.0 0.0
$1,442.4 $1AE15 31,5159
100.0 103 117.2
28 1 30 S 112
58.1 607 587
49) 80y (52)
T 3181S C$196.5  s20090
6.0 -] 324
56 6.2 6.2
218 224 206
0.2 02 0.2
4576 $60.7 $59.9
700 8.1 84.3
225 24.4 25.0
A6.S 83 381
Gy (5.1 (5.4)
$123.9 THrisE $1420
227 203 358
135 15.5 16.6
18.3 21.2 21.2
(4.4) “45) (1.4
$50 5 5625 $69 8
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Consolidated Ray

Electyic Fuels Covparation Tneome Statenient Summary - Analysis of Grow(h Rates & Margins

HUHH

od0

628600

_ HREFD _ Projected FYE December 31, (1)
1w 2000 2001 R
Annual Revenne Growth Rates

Jeay Rail - % 4.2%

Intand Marine - 7.6%: {.9%

Fnergy ).2% (0.9%)

Corporale - - - - -

Tuial 2.7% 2.3%

EBITDA Margins
Ray Rail
Intand Marine
I'nergy
Corporale
Tatal

EBIT NMargins
fLay Rail
Inland Marine
Enerpy
Corporale
Total

Net Inconme Margins
Ry Ral
Inland Marine
[inerypy
Corporate
Tolal

12.2%
17.1%
12.7%%

8.5%
13.7%
8.0%%

8.6%

MW/
2A‘.“/'U
Q 0l
§.2%
4 "s

A

3.5%

(1) Sontce: Fred Management estimates dated 72/16/99.

13 0% 1339
17.3% 17 3%
13.29, 12,90
13 13a%

9,30, 9.6%
13.8%, 13.8%

8.1 8.4,

9,29, 0.4,

169 419

8.7% 920,

4.6%% 4,69
2% A%
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Consolidated Ray

Divisional Cash Flow Stalement Supparting Schedule

DY PR

Wikt

#REF!
1999
Capital Expenditures
Ray Power $341.9
Ray Rail 22.4
Fnland Marine 187
Energy 24.5
Corpmale 0.3
Telecom 0.2
Corpinate ' 50.8
Eliniimations (51.5)
Total $437.3
Change In Working Cupital

Ray f'ower - ($28)
fay Rl (32.7)
fnland MMarine (0.6)
Enerpy (3.7
Corporale (1.2}
Telecom ' (2.5)
Corporale 29
Eliminations . - -
Tolal C($40.7)

(i) Source: Fred Munagement estimates dated 7/16/99.

rojected FYE December 31, (a)

2000 2001
$162 8 $3224
218 222
(1.7 7.0
8.6 1.9
0.2 0.0
1.7 8.4
48.4 51.2
(31.5) (51.5)
$413.9 $361.6
$322 (315
(1.8) 1.6
(1.9) I 4
0.4 (0.4)
0.0 00
(1.5) (1.5)
1.2 (1.0)
$18.4 ($1.9)
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I'ro Forma Impact

COMEIDE HTAL

Sensitivity to Structure and Price

(s)

(Dallurs in Millions, except per share anrounis)

5% Dbl { 33% Stock / 15% dlybridg
Pro Forma EP'S

Dilution - %
Beeakeven Synergies Required -

Debt + Hybrids / Tolal Capilalization

)

SdfC

L2600

Bn(ln_m of Collar

Midpolat of Collar
___jll.?ﬁ L

59.8% 59.9%

Note: Assunses 50 bp Rate Case and Synluels tax credit.

(n) Assimes Offer Price of $54.00, Interest on Debi and Hybrids of 6.70% and 8.375%, respectively, and Charlie share price af $41.26

B UANCa~ulo owa\UTTmedudV 2 sk A

$37.12
2080 2001 _ 200 2001
283 $3.0 $298  §3ie
(124%) (11.0%) (10.2%)  (8.7%)
$1294  $1207 $103.6  $929

59.7%  59.4%

Tap of Collar

$15.39
2000 2001
$297  §117
(B3%)  (67%)
§624  $701
59.7%  59.7%

LIRS TR P



T i
"o Farna Impact

Sensilivity lo Structure and Operational Assumptions
(Dollars in Millions, excepl per share amounts)

Base Case +58 bp Rase Case +

___,_d,_'.‘ﬂ‘ﬁ_ ) Rate Cue_ﬂ_g_l_u_&ilh(ﬂ___ - ‘S):Q_F_u__e_!g__ : m__Tulal
50% Debt /35% Stogk / 15% Hybrids _000 um 2000 2001 _won w01 2000 20m
Pro Foria P4 $2.82 5'1‘.05 $2.82 $1.01 $2.90 $3.14 $290G - $3.10
Dilution - % (12.9%) (10.3%) (129%) (11.4%) (10.2%) - (7.6%) (10.2%) (B.7°%)
Dreakeven Synergies Required $1311  $1102 $1311 §1216 $103.6 $81.5 f1aa $92.9
Debt 1 Tlybrids / Total Capltalizailon 59 4%  60.0% 59.8%  60.0% 597%  859.7% 659.7%

5% 8%

e 1T R T DT

[ B

.

-

(a) Assimes Offer Price of $54 00, Blendesl nterest on Debt and Hybiids of 2.217% aned 8.375%, respectively, and Charlie shave price of $41:26

CArrimlandios e\ T moaded's b Jiaooriiu

00 Dd0

6

PR

YR L2 RY: 7T Y



PROJECT RAY

Pm Fonuna Flnanclal Natias

CPLantdVE Rois 10T,

§50.00 @ffer, 50% Debit 1 15% 1lybuide ) I8% Stack / 0% FELINE Prides

doltars In milflians, excopi pes shate data)

Prolorna _ o Projected FYE Decenther 31, o
‘rf’ Caplializalinn 1999 2000 2004
E Cash $119 §119 $319 -
Fiybwrid Pigfeored ¥ 1,092.7 C10927 10929 - R TNT T N
FELINE Prides [1EV) (1X{] (L0
Fixed Debl + _7IBE 78129  AUKTA
Achiial Net ebl $8,779 & $8,901.6 $2,148.5
Aclual Total Debl 48115 89356 91805
Puichased Pasver Agrecmenty $697 4 6490 $644.0
Agency Nei Debi 9.476.6 95526 97915
Agency Tolal Debt 95185 9.584.6 9.R24 5
Preferred Repuly 219 919 29
Cownannn Bquity LYK 62879 55159
Actual Tolal Capitalizatlan $13,985.8 $140167  $14,799.1
Agency Todal Capltatizalion 14,662.8 14,9683 15,443.2
Intprest Coverage Ratiay
Fonal Interest 4 Preferved fixpense $7425 87191 §7209.1
Tolal tnleresl Expense 6858 6664 656.3
Nel in_terer.l + Plefextbd Bupenae I R4 L Y B nan . 7nra
T TR Taierert Buperoe B . o T EE T T TG L ED.
Fands Prom Operations £1,700.7 §1,745.1 §1,8306
i}% v Total hinerest Bxpense NRT. 4 1.79%
}H va Nel tnlerest ixpense 3.48x 2.62x 379x
&\_]; RIIA §2,6292 §2,706.7 §2.816.7
< va Tutal lulerest Bxpenge 3 8x (R 43x
‘]’ vi Nel Inleresl Expense 3 8x 4.0u 4.3
- Leverage Raljog
E Achisl Total DA + Prelerved / Total Capitalization ® M. 5%.4% 59.1%
E Aclual Met Debt + Preferied / Tofal Capitalizatlin © 52.8% 59.3% 59.0%
1)
n Agency Totsl Debl 1 Preferred / Total Capitallzatjon 61.8% 61.1% 0%
‘f‘-ﬁ]i Agency Mel Debir 4 Preferved / Total Capitallzation " 61.7% 61.0% D77,
0" FFQ) / Tolal Debt v Preferred ¥ 3% 20.5% 2.9%
i} A MO / Net Dibt + Preferred 19.4% 196% 20.0'%
o)
I~ 3 Cumuldalive % of New Bank Debil flepald D% {(4.144) (B.0%)
— o
. % — - ‘
E:L; :,»J (2] tncluga $300 0 of Kyy hiylrid prefevinl.

s

i) Asswnes PPA't for Rayt aind Chastie with implied interest expense of 7.50%
(e} Asautnes A0.0%, Equity Cowlit i Hybvid st itics, 85 0% cvehit fir FELINE Pildes, us um«hwblv
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FROJECT RAY

Uro Formu Combined Licome Sialemenl

IETETR IR R R

§54.00 ey, 50% ekt F16% D ybrida 735% Stock /0% FELINE Fridey

Td'u"ar! Tri untliim, excepl per shaie daia}

_ Pro Fo wa Poupncted FAE Oecembar A1,
R . ]97?__ 2000 -lun_.l_____ o
Flel Sales - 7 o )
Charlte ' o ' @16 BLiGed L1700
itay 18 4 ER 181 40334
Coeblied 24 & EXTYR 7T
EAETA
limidie XTI AR 620
Hayp X2 1L} 19e
ks Cape Adpenliasnls no ao (0.9}
Sywvecgles By 209
Aubinel 16 © L7} Kib2?
Ueprechition and Amaticdion
beiating Clvalle (hypredstiue 5042 6034 632
Enisting Hay Uguracindion ! ] LRLY) [}
Reveraeilld ey P erfadng 00 (i X]
Flew Drpaecdslon {08 Veara Avg. Lide) 11} 0o B
ilansiag G (i Arrag lizadinn Y ] 5é b
Iéeis Cloodmedt A maatixation 8.4 g3.9 B0
Combtied 199 Lis Lisk
Cavnbeiceat EDLT 16293 LAsS 9 L6l g
Clihm dacome [LENS 15} Y
lotwiwl Rupares = o . '
Bxislmyg Chavlie Binid (3] Lnkem el Bxpainae N 1711 171 ¢
Baivting By Fed obl imeon) Baprense LT 1730 1609
livvulving Bank Lieka buiberel Bxpronne € & Th 9 RS s
Tk Depon bam Ll en Eepiange - 1911 1911 Wit
Thy b bk Predertet buvevad Bapeoes 008 {'5 664 4l 1Y
FELIFE U'visles nteret Bepronas @ 7.4'% an an ap
Vaurcd Hevoelva: Conondbned Pe2 [ a 00
Phebegaed Flumging Fee) $5 45 55
Listen rwd Liwcane (4114} (1W)] [{ P [ER]
Coandadaed [1¥ A &6 €67
Pretas bnsne 1.19F7 1.7 1,003
Wrarm SUv Yy 111 13
Ieighivd ok Tan Bake LR Jo BR. J& PR
1as Urediu {1y arg) 117 0)
FELIMIE Podde Amnisleativ Baparas o4 I3t on
Pietzried lvldends 45 45 o As
et hssirme p591] B H T
Average brares dhitsbaibong 1217 1957 1994
'S fenddanling ume tine gaai 1199 LXK § ?
CliacdbaSiandabaie BTS I T [3¥]] 1 et
Pru Putina U5 2w $11b 137
Mo Puame Awaetiun {[IWltinn) - § 1B lfli __W—H_{ﬁﬂm]_
e Fupima Aacrelinn /AR oo - ' ] (SVRy (s (IR}
Al ier st Fre Lan Spaeigize Kuguirel to Dok Byo, B s Rk §7 6
i Fex Spavigies {4 o Ray Gelas) [ vk [y 1N
Fohalnaca ‘|\=l|.——-*\l|-—ldrz‘~‘\—-| . -

4

IR

Crlawdd AT g IR ld 4 1d 1w
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PROJECT RAY

& I'ro Usria Balance Sheel $64.00 @(fer, 58% Debt /15% ]l)'lnidu 1 35% Staclc / 0% FELINTE Prides
o (dollars in millions, except per share data)
Pra Forma Peafeeted I'YE December 31,
1938 2000 2001 oo
Balance Sheel: -
Cash $31.9 $31.9 $31y
Net Working Capital 653.4 576.0 5579
Nel PI'&E 10,644.3 11,1470 11,7062
Iixisting Gosdwill 355.4 350.3 344.7
MNew Goadwill 3,321.6 3,238.6 3,155.6
Veferred Pinancing Mees 43.0 75 32
(her Assels 2,0329 10922 1,984.10)
Tolal Assels TOR7oRI EAVACAT S v I
Lxisling Fixed Debt ~$5,264 71 $5,342.9 $5,550.6
Revolving Bank Debt 1161 157.6 194.7
Bank Term Loan - Tranche A aog a60.8 #80.8
"Bank Term Loan - Tranche B 1 . fimia 6808
Hank Term Loan - Tranche C HH0.4 aea.g BB0O.H
© Hybrid Preferred 7927 7927 792.7
g{ Accrued Merger Exypienses 0.0 0.0 0.0
& Deferred Yield Bnhancement Payments 00 0.0 a0
N| Other Liabilities 3,007 4 3,057.4 3,013.2
T Deferved Taxes 0.0 0.0 0.0
Y Preferced Siock 929 929 92.9
% PELINE Prides 0.0 00 0.0
E Common Equity 5,041.4 58,2474 55159
3 Total Liab. & Pyully R A VAt B VYAV AR A VA E N
[5 Check (1.0 {0.0) (1.0
&
Equity / Capitalization _ 36.6% A7.2% 37.6%
g: O
;_ ::-é! B LRUA A, acsdlas Pooae MO L mmaskel VR el Awtant

AUS
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PROJECT RAY

Pro Forma Cash Flow Siatement

& ﬁ'\'--l'(-\i_'! % IERRTAM

$54.00 Offer, 50% Debt /15% Flybrids /35% Stack /0% FELINE Prides

CPLnndel V'8 DSCE B8/13/1999 £22 PR

{dollars in millions, except per share data)

Net Income

Annual Dividend

Dividenls @

Depreciation & Amorlization
Amoitizalion of Bxisting Goodwill
Amorlization of New Goodwill
Awnortization of Deferred Financing Fees
Amuaortization of Accrued Merger Txpepses
Yield nhaicement Paymenls’

Change in Working Capilal

Capital Expendilures

Deferred Taxes _

Deferiad Taxas fran SWndalond TnHties
Change in Other Assels and Liabllities
Less: Equity Income

Net Proceéds from Issuance of Stock
Requived Debt Service of Bxisting Debt
Requiredd Amnetization of Bank Term Loan
Required Amortization of Hybirld Preferred
Pieferred Dividends

lvee Cash U'low

(Payment}/Borrowing of Revalving Dank Delit

Increase in Cash
Beginning Balance
Unding Balance

E R Carsllan Powv e\ CPLne 3efVE sbjAwum

Pro Forma

Prajected FYE December 31,

1999 2000 2001
$628.8 $672.1
$2.06 $2.12
(422 3) (334.0)
1,022.2 1,064.5

56 56
82.0 83.0
55 55
0.0 0.0
0.0 00
77.4 18.1
(1,524.9)  (1.623.6)
0.0 0.0
(1020) - (1333)
96.7 1212
6.0 (26.0)
00 0.0
4.6 207.8
0.0 0.8
0.0 0.0
0.0 0.0
{33 5) 71y
39.5 371
(0.0) 0.0
319 1.9
§319 $319


http:Prot:'�b.is

CPLanadcd V8 RSCF 087121995

RTINS RHE SRR
PROJECT RAY
o I'ro Forma Debl Schedule . 1 $54.00 Offer, 50% Debt/ 15% Flybrids / 35% Stock / 0% FULINE Prldes
i (doltars in millions, excepl per shave data) )
o - . Profected FYE Deceniber 31
2000 2001
Pree Cush Flow {19.5) {37.1)
Plus: Beginning Cash Balance . 319 a9
Less: Ending Cash Dalance (1.9} (31.9)
Issuance / (Repurchase) of Equity 0.0 0.4
Tolat Cash Available for redemptions and debt service (39 R) 071
Debt bssuance / {llepaypiends)
levolver £3195 $37.1
Bank Term Loan - Tranche A 0.0 040
lank Term L.oan - Tranche IV o ' 0.0 o0
Bank Tenin Loan - Tranche C 0u 0.0
Total Debt Isquance / (Repayments) o ' : o 3957 371
Cash Available after all repaynients 0.0 0.0
Ending Cash Balance : $31.9 fats
Debt Balapce ‘ -
itevolver 118.1 157.6 194.7
Q Bank Term Loan - Tranche A ' _ . BBes G a8t 8
@ Bank Term Loan - Tranche Bbe.4 (804 660.4
i Bank Term Loan - Tranche C ABD.A AB0.8 CLIN
! Tatal Debt Nalance — 37605 7 72,8000 2,807 1
T
Y Debi Interesi Bxpense
A Revolver ' 79 972 11.8
E Bank Teim Loan - Tranche A 59.0 590 59.0
E Bank Term Loan - Tranche B 641 64.1 64.1
i Bank Term Loan - Tranche C 68.0 6&9 6H.0
i Total Interest Expense 199.0 20013 202.9-
w
o Debt Inlerest Bxpenas
9’\ % Revolver ’ . 6.704% 6.704% 6.704%
I 2 Hank Tern Loan - Tranche A 6.704% 6.704% 6.704%
i 2 Bank Term Loan - Tranche @1 - 7.272% 2.272% 7.272%
%3 f Hank Term Loan - Tranche C 7.216% 7.716% 7.716%
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PROJECT RAY

Uras Farma Financial Ratias

ST TR AR D R
N ’ (P acudd VB Raiios 83771

484 00 Offer, 50'% Debt 1 18% Vlybiidef 35% Slack 1 0% PELINE ildes

{dellasy in soillions, excepl pes share data) -

.Emucludc's bl_(#:lu f Aay hybeisd peogerred.

{13 Asannes PPA's for Ray aisd Chiarlic it impliet buteisst cxpense of 1503
() Avdrunes €0 (P4 Equidy Creddit for Hybrid iocwrellies, A 05 envdit fir FELINE I'ride, as agplicable

ProFarma L o Projected FYE December 31,
Capitalizatiuu __ b 2008 200y
Cash - 8Ny $31Y9 $319
L iybisid Prefersed 9 10927 18927 © 10927
FELINE Prides (U] 0.0 an
Fixed bl #  TTIA8 __TRMS | Bi93d
Aciual Net Dbl $8,779.4 $8,455 2 49,2541
Actual Total Debt #8115 8,947.2 9,286 1
Pucchased Power Agreements {697 .0 $6494 $644.0
Agency Net Debt 94766 9,6414.2 9.898.}
Agency Total Delsl 9,508.5 92,6362 9,930.1
Pieferred Equity 99 929 %29
Common Bquity 50014 5,062 SAHLA
Actual Talal Caplializailon 14,9868 $14,316.  §147992 §
Ageacy Tulal Capitatlzation 14,6828 14,9683  15443.2

- Inlentel Covecage Raliug
Toial Intarest + Urelerred Expense * $7425 47210 $714 4
Total lnleres) Brpense ® 685 8 667 8 661 &

. Net Interest ¢ Prefemed Bxpense . AU R £V SN A N
Net titerest Expenae M ' 681 1 664 3 603
Vunds From Operations 1,652 4 $1,693.4 $1.,776.6

ve Total Interest fxpanse KES§Y 3 54x 1ax
va Net Inlerest lixpense 341N 354 3.69%
EBITDA $2,519.2 $1,6767 $2,7367
vs Tolal Inlerest Expenae A7x £.0x 4.1k
v Net Inleres| Bxpense A7x 4 0x 4.1x
Lrverage flalion
Actual Tatal Dedn + Preferred / Total Capltalizaticay 59 %% 53 7% 59.8%
Aciual Net Dbt + Prefersed / Total Capltalization 59 B4, §59.6% 597%
Agency Total Dubt + Preferred / Total Capitalization ? 61 8% 61 5% 615%
Agency Netl Debt + Prelerred / Total Capliallzation ® 6).7% 61 4% 61.4%
PO / Total Bebl + Preferied @ 1W7°% 19 8% 0.1%
FPO / Net Debt + Preferred ¥ 18.8% 189% 19.2%
Cunulative % ol New Bank Debt Repald 0o 6%y (19.1%)
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Pro Forma Balance Sheet RIELRIEE $54.00 Offer, 50% Debit /15% 1ybaids / 35% Stock /0% COLINE Piides
(dothays inmillions, excepi per share data)

Pro Forma L Projected FYE Decemhz_{,‘l v
1999 2000 2081 T
Batance Sheel: T
Cash $319 . $31.9 3319
Net Working Capital 653.4 576.0 5579
Net PP&E : 10,6443 11,147.0 11,706.2
Lixisting Goodwill 3559 3503 3447
New Goodwill 3,321.6 3,238.6 31556
Deferred Yinancing Fees 43.0 375 2.1
Other Assels 2,0329 1,992.2 1,984.0
Total Assels o . T R70R37 VA YA A VA VE: I
Ixisting Fixed Debt $5,'258:3 $5,342.9 $5,550.6
Revalving Bank Debt 118.1 209.2 0.4
Banl Term Loan - Tranche A _ asoR ~ _RAO.A - 8804
“Bank et Loan - Temyche B T T U ERAT T T eRng T B0
Banlc Term Loan - Tranche C L1 §80.8 #80.8
Hybrid Prefersed _ 792.7 792.7 7927
Accrued Merger Expenses - ‘ 0.0 00 00
Deferred Yield Bnhancement Payments 0.0 0.0 0.0
Olher Liabilities 3,897.4 3,057.4 3,013.2
Deferred Taxes 0.0 (.0 0.0
Preferred Stock 929 929 929 '
FELINE Prides 0.0 0.0 0.0
Common Equity 5,081.4 5,236.2 5,420.3
Total Liab. & Lquily TTEIZOATT TR7373I7 FI7AR1TEA
Check (0.0) (0.0) (0.0)
Equity / Capitalization _ 36.6% 316.8%

36.9%

BAMIBAC aroting Pawe \[CT L 1aade AN shijAmim

$/AT/99 ki
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PROJECT RAY

I'ro Forma Cash Flow Statement R

et
LSS

CPLowndcdV'8 BSCE U8J12/1939 ¢:27 (N4

$64.00 Offer, 50% Debt /15% Hybrida/ 35% Stock [ 0% FELINE Priides

(dollars in millions, except per share data}-"

Nel Income

Annnal Dividend

Dividencls @

Depreciation & Amailization
Amorlization of Bxisling Goodwill
Amortization of New Goodwli]
Amartization of Deferred Financing Tees
Amostization of Accried Merger Expenses
Yield Buhancement ayaignta -

Change in Working Capital

Capital Expendituies

Deterred Taxes

Change in Other Assels and Liabllities
less: Lquity Incone

Net Proceeds from Issuance of Stock
Requited Debt Service of Existing Debt
ftequired Amorlizalion of Bank Term Loan
Required Amorlization of Hybrid Preferred
Mreferred Bividends

Free Cash Flow

(Payment)/Danowing of Revolving Bank Debl

Increase in Cash
Heginning Ualance
finding Dalance

AR Carabhaa Fou e JONE mad~ 110 elejAmupan

Pra Fonna

Profected YYE December 31

B ULT)

2000 0 .
$577.2 §a18.1
£2.06 $2.12
(422.3) (434.0)
1,822 11,0645
5.6 56
843.0 830
5.5 5.5
0.0 0.0
0.0 Lo
774 18.1
(1,524.9) (1.623.6) (
- 0.0 0.0
e OATDy TR
96.7 1232
60 (26.0)
0.4 0.0~
B4.6 207.8
0.0 00
0.0 0.0
0.0 0o -
oL1y (911)
o911 91.1
1.0 0.0
319 319
S YR % § I/ D
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PROJECT RAY COR M G

Pro Forma Debit Schediile

C1'f madciV*8 BSCEF 03/12/199¢

$54.00 Offer, 50% Nebt / 15% Hylyids 7/ 35% Stocld 7 0% PELINT Urides

(ollars inmiillions, except per share datn)

Free Cash Flow
Plus: Deginning Cash Dalance
Less: linding Cash Halance
lasnance / (Repurchase) ol Bqulty
Total Cash Avallable for redemptions and deblt service

Frelil [sauance [ (lepaymends)

Revolver

Bank Term Loan - Tranche A

Hank Term Loan - Tranche B

Bank Term Loan -‘lranche C
Total Debt Issuance / {Repayimenis)

Cash Available after all repayments
Ending Cash Dalance

Debt Balance

Hevolver

Hank Term Logn - Tranche A

Nank Term Loan - Tranche B

Bank Term Loan - Tranche C
Total Debt Dalance

Debi Interesi Expense
Revalver
Bank Term Loan - Tranche A
Bank Terrn Loan - Tranche i
flank Term Loan - Tranche C
rl_'(‘)!al Inlerest Bxpense
Debi Interest ipense
Revolver
Rank Term Loan - Tranche A
Bank Terny Loan - Tranche B
Bank Term Loan - Tranche C

. . Projected FYE December 31,

2000

2001
(Y91.1) (91.1)
9 314
(31.9) (31.9)
0.0 00
R CIN)) o113
$91.1 $91.1
0.0 0.0
0.0 00
4.0 0.0
) 1.9
i 1.4}
$319 319
118.1 209.2 300.4
8801 - . 8808 880.8
880.0 BBO.A 880 8
BRO A KRB0 H ABO.A
27405 Y 5 A XTI A
79 o 17.1
59 .0 590 59.0
64.1 641 64.1
60.0 68.0 68.0
v TOTTAaI0 T T IRy T
6.704%, 6.704% 6.704%,
6 704% 6.704% 6.704%
7.272% 7.272% 7.271%
7.716% 7.716% 7.716%

i
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CONHIBENTIAL
Florida Power Corporation
2001 - 2003 Financial Forecast

- 1
H 1

Incame Staleiment

Reventies
Eleclilc Revenues
Tolal Revenues

Expetises

Fuel

Purchased Pawes

Energy Conservation
O8I - Base

Sulitalal

{lepreclallon

Taxes Other Than Incame
Total Expenses

Income From Operallons

Inferest Expense and Olher
Inleresl Expense-Oulside
AFUDC

Prelerred Bividends

Olher {income) f Deducllons
Tolal Inileresl Expense and Olher

Income Fram Operalions Before Income Tax

Income Taxes
Payabla Currently
Deletied Tax Expense
1T - Hlet

Tulal Taxes

tel Income

FPC Hase Scenarlo - Enterprise-i.1
Schema - mddim200105%

Year
2000

2,895,984,563
2,895,984,563

712,467,364
491,663,016
66,632,029
432,630,002
1,703,4-12,410
401,796,194
218,662,428
2,323,801,033

572,083,530

128,489,829
(4,912,424)
1,511,860
(2,235,508)
122,853,757

448,229,773
236,763,483
(57,613,878)

(7.858,750)

171,290,855

277,938,918

Year
2001

3,256,984,594
3,256,984,594

955,155,738
487,767,338
63,278,529
438,831,000
1,045,032,605
433,735,332
237,633,212
2,616,401,149

640,583,445

130,077,783
(1,420,612)
1,511,860
2,168,946
132,337,978

508,246,468
232,631,292
(36,477,018)

(7.857,000}

188,297,274

119,948,183

Page 1
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CONFIDENTIAL

Florida Power Corporation
2001 - 2003 Financial Forecast

Balance Sheet Assels

Planl Properly and Egquipment

Elecliic Planl

Accumulated Depreclalion
Sublolal

Conslructlan Work I Process
Huclear Fuel al Cosl

Accumulated Amoilization - Huclear Fuel

tuclear Fuel Nel
Olher Properly

Accunilated Depreciallon

Hel Hon Ulibty Properly

tel Properly Plant & Equlpmenl

Currenl Assels

Cash

Accounls Recelvabile

A/R - Consclialed Alfilliale
Fuel Invenlary

Malerlals & Supplies
Oller Current Assels
Subtatal

Current Parlion of Leases/loans Recelvable

Tuial Current Assels

Othier Assels
Huclear Decommisslening Fund

‘Unamoilized Dehl Expense

Othier Assels
Talal Ciher Assels

Tolal Assels

FPC Base Scenarlo - Enlerprise-1.1
Scherma - mddm200108\

Year
2000

7.102,881,637
3,627,748,619
3,475,133,018
83,306,675
463,245,248
423,615,448
39,629,800
7,189,762
1,185,904
6,003,858
3,604,073,352

4,820,904
158,383,462
4,902,453
77,517,666
91,861,207
199,807,026
535,202,717

. 535,292,717
351,427,244
32,152,503
363,517,241

747,096,988

4,886,463,067

“

OPrC 002464

Yeai
2001

7,381,570,506
3,056,249,234
3,425,321,272
104,813,847
507,722,127
444,224,344
63,497,783
7,189,762
1,714,360
5,475,402
3,599,108,305

4,820,904
170,935,056
4,902,453
62,276,674
101 861,207
259,280,725
606,077,019

606,077,019
386,770,057

32,152,503
243,086,143

662,006,702

4,867,134,026

Page 2
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Floricda Power Corporation Page 3
2001 - 2003 Financial Forecast
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Balance Sheet Liabilities

Gapltal and Llabllitles
Cormmon Stock Equity

_Gommon Sisck

Relalned Earnings
Tolal Common Equily

Prelerred Stack

Long Term Debl
Tolal Capilallzation

Curread Liabllilles

Accounts Payable

Accounls Payable -Consolldaled Aflillates
Cuslomer Depasils

Accrued Taxes

Acciued Interes|

Othar Currenl § labililles

Sublalal

Short Term Oelbl

Currenl Portlon Long-teri Debl - Oulstde
Sublotal

Talal Currenl Llabilities

Delerred Crediis & @iher Llabililles
Delerred Taxes

Unamoitized ITC

I luciear Refuellng Dulage Reserve
OPEB Reserve

Other Llamiilies

Tolal Defeired Credils & Olher Liabililies

Tolal Gapital and Liahililles

FPC Base Scenatio - Enlerprise-L1
Scherna - Mddin200105)

Year
2000

1,004,413,692
953,608,467
1,558,022,159

33,496,700
1,397,116,478

3,388,635,337

133,028,240
25 763,861
110,543,321
18,008,316
55,444,897
78,130,531
420,919,166
243,351,138
82,000,001
325,351,139
746,270,305

381,717,205
61,624,758
10,018,267

125,912,061

171,385,124

751,557,415

4,806,463,057

Year
2001

1,004,413,692
1,024,533,237
2,028,946,929

33,496,700

1,466,239,917

3,527,683,547

134,422,252
26,763,861
117,634,484
18,008 316
53,448,547
76,986,345
426,263,804
223,942,904
32,199,999
256,142,902
682,406,707

352,334,187
53,767,756
1,625,271
133,571,619
115,804,938
657,103,772

4,867,134,026



CONFIDENTIAL

Flarida Power Corporation ‘ Page 4
2001 - 2003 Financial Forecast
Year Year
2000 2001

Cash Flow Statement

Operating Aclivilies

tiel Income 277,938,918 319,948,193

Hems providing (using) cash:

Deprecialon/Amorlizallon 427,587,660 455,931,770

DFIT £ 17C - nel (65,472,628) (44,334,018}
AFUDC - Equity (2,661,799) {776,698)
‘Change In GPEB Resenve 6,967,127 7,659,558

IHel Change In Warking Cagilal (215,708,909) (48,729,342}

Cither Operaling Acliviiles (459,088 ,542) (55,241,076)

tiel cash pravided/(used In Op Acl (30,838,172) 634,458,388
Financing Acliviles

Issuance afl long-lerm debl 0 100,000,000
Redemptien of long-term deb:l (800,001) (82,000,001)
Change In short lerm debl 243,351,138 (19,408,235)
Dividends on common stock (204,923,792) (249,023,423} i
Vet cash pravided/{used) In Fin Act 237,527,346 (250,431,659)
Invesling Activilles

Consleucllon expendliures (Incl AFUDC) (203,174,227) {375,505,002) |
Olher Praperty Additions

Decommiissloning Funding (8,335,850) (8,521,650)

Olher Invesling Aclivilles

tel cash provided/(Used) In Inv Acl (211,510,078) (384,026,652) {
tiet Increase (decrease) cashv/TCl (4,820,804) [

Cash & 1C) al heginning of perlod 4,820,904 4,820,904

Cash 8 TCl al enud of perlad 4,820,904 4,820,904

FPC Base Scenario - Fnterprise-1.1 ' .
Schema - mddim200108% aprc 002166
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FLORIDA POWER CORPORATION
2001 Profit Plan and 2002 - 2003 Financial Forecast

Operatlng Revenues
Resldenllal - Sales {-1-40 10)
Comwnercial - Sales (442 10)
Industilal - Sales (442.30)

Sir & HAW Lighling (444 £10)
Pulilic Aulhorilles Sales (4445.00)
Provision for Refund Relall (4-19.12)
Tolal Relail Sales

Talal Whise Requirement Sales
Inleichange Sales (447 5(1)
Provislon for Refund {449 11)
Tulal Sales for Resale

Tolal Electiic Revente

Deferred Fuel and Cap Revenua
Retall Untillleil Revenues (-{56.91)
Whsle Unbilled Revenues {456 92)
GPIF Amortizallon {456 96)

GPIF Reward/Penally (456.98)
Olher Operaling Revenues
Calculaled Rale Relief

Tolal Operaling Revenues

O& M Expenses

Tolal Fuel Expense-FPC

Tolal Purchased Power Expense-FPG
Fuel 8 Purchased Pover Expense
Tolal Base Recaverable 088

Tolal ECCR O&M

Talal Operating and Malnlenance

Tulal Dep 8 Amort-Gonsol FPC
Tolal Taxes Olher-Consal FPC

Total Operallng Expenses
|

Pretax Operaling Incame

FPC Base Scenarla - Enlerprise-L1
Schama - 1ddm200109\

Year
2000

1,483,232,003
665,242,254
217,430,601
1,189,008
151,303,353

2,518,397,219
225,698,846
48,620,802
(873,603)
273,446,045
2,791,843,264

19,785,315
3,112,367
2,707,870

{1,047,140)
2,183,063

77,399,805

2895 984,563

712,497,364
491,683,016
1,204,180,379
432,630,002
66,632,029
1,703,442,110

401,796,194
218,662,428
2,323,901,033

572,083 530

Year
2001

1,625,964,072
732,504,546
249 545,574
1,330,587
172,186,694

2,781,621 ,472
258,683,572
74,247,007

0
332,830,579
3,114,552,051

0
2,126,856
(153,157)

{2,183,063)
0
143,241,907

3,256,984 594

955,155,738
487,767,338
1,442,923,076
438,831,000
63,278,529
1,945,032,605

433,735,332
237,633,212
2,616,401,149

640,583 445

Page 1



CONHIDENTIAL

FLORIDA POWER CORPORATION
2001 Profit Plan and 2002 - 2003 Financial Forecast

inceme Taxes:
Cuirenl Slale Tax
Currenl Federal Tax
Tolal Gurrenl

Taolal Deferred Taxes
ITC Amorlizallon
Tolal income Taxes

Hel Wility Operating Incore

Other Income and Deduclions
AFHDC Equlty

Othes Income & Ded-Tolal
tHon-Llilily Revenues & Exp-Tolal
Tolal Othec e 8 Ded

Stale Tax Belov

Federal Tax Below

Deiferred Tax Below

Total Taxes Below the Line

Tatal Olher Incomel {Deductions)

literest Expense

Short Term Inleresl Expense
Long Term Interesl Expense
Other Inlerest Expense

inleresl on Guslomer Deposhsa
Interesl on Tax Deficlencies
Amortizallan-Debt Prem/Discounl
Ilet Amorilzallon - Debl Expense
Tolal Inlerest Expense

tiet Incoine
Pieferred Dividends

Income Available for Coriunen
i

FPC Base Scenarlo - Erterprise-L1

Scheraa - mddm200105\

Year
2000

32,698,113
202,548,208
235,248,321
(57.511,860)

7,858,750
169,875,714

402,207,819

2,661,799
(3.930.692)
6,166,200
4,897,307
217,162
1,300,000
(102,018)
1,416,144
3,462,163

14,584,418
96,575,509
1,647,602
6,394,938
6,392,484
134,766
644,254
126,239 204

278,450,778

1,511,860
977,938,918

OPC 002468

Year
2001

33,129,383
199,228,062
232,357,445
(36,315,273)

7,857,000
188,185,172

452,398,273

776,698
(4.053,265)
1,884,319
(1,392,248)
39,045
234,802
(161,745)
112,102
(1,504,350

20,762,878
88,497,310
1,722,100
6,761,541
460,371
323,438
2,209,671
129,433,869

321,460,054
1,611,860
319,948,193
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CONFIDENTIAL

FLORIDA POWER CORPORATION

2001 Profit Plan and 2002 - 2003 Financial Forecast

WUility Plant

Eiechic Planl

Elecllc Pianl Purchased or Sold
Elactric Plant Held for Fulure Use
Accumutaled DNeprecialion

Sublolal

Conslruclion Work In Prucess
flucleas Fuel al Cosl

Accum Amorortizallon of HHuclear Fuel
tlan Uthity Properly

Accum Depr. 1on Wility Properly (bb)
tiet lian Uity Properly

tiet Propeily, Planl & Equipment

Currenl Assels

Cash

A/R - Assac Companles
Accounls Recelvabla

[ividends & Inlerest Recelvahile
Accnued Unbilled Revenue

Fuel Invenlary

Maledlals & Supplies

Olher Currenl Assels

Tolal Currenl Assels

Othes Assels

Oilier Investmenls
Decommisstoning Fund

Telal Olher Properly 8 Invesiments

FPC Base Scenartia - Enlerprlse-Li
Schema - madm200 105\

Year
2000

7.186,188,312
12,931
8,274,367
3,627,748,619
3,558,439,694
83,306,676
463,245,248
423,615,448
7.189,762
1,185,904
6,003,858
3,604,073,352

4,820,904
4,902,453
156,383,462

73,279,739
77,517,666
91,861,207
126,527,287
535,202,717

29,887
351,427,244
351,457,131

Year
20014

7,486,384,353
12,931
8,274,367
3,956,249,234
3,530,135,120
104,813,847
§07,722,127
444,224,344
7,189,762
1,714,360
5,475,402
3,599,108,305

4,820,904
4,902,453
170,935,056

74,653 438
62,276,674
103,861,207
184,627,287
606,077,019

29,887
386,778,057
368,799 944



CONFIDENTIAL

FI.LORIDA POWER CORPORATION
2001 Profit Plan and 2002 - 2003 Financial Forecast

Delerred Mebits

Cosis of Reacqulied Debt
Regulalory Assel-Def Tax FAS109
Reg Assel-Repl Fuel-RU

Req Assel-1iuc DeconvDecon
Reg Asset-Huc D/D-W

Reg Assel-Tlger Bay-RH
Sebiing River

Accum Deleried Taxes
Deferred Fuel Balance

Other Delerred Debils

Tolal Defeived Debils

Total Assels

FPC Base Scenarla - Enterprlse-L|
Schema - mddm2001 854

:

Oorc 002470

Year
2000

32,152,503
132,086,333
7,850,460
11,194,026
19,384
229,565,526
18,397,644
189,712,000
57,684,012
18,837,510
698,508,398

5,189,331,599

Year
2001

32,152,503
123,166,333
0
11,194,026
19,384
131,117,029
17,420,870
189,712,000
34,309,528
16,307,363
555,699,137

5,147,684 405

Page 4



g

LLRTO0 Did

. A - P O R o
CUNFIDENTIAL
FLORIDA POWER CORPORATION ' Page §
2001 Profit Plan and 2002 - 2003 Financial Forecast
Year ear
2000 ;Oﬂl
LiaLilitles and Capilalizallon
(;::::.l:l:z:l:';: 354,405,315 354,405,315
Paid in Capital 650,008,377 650,008,377

Relained Earnings
Tolal Common

953 618,467
1,958,022,159

1,024,533,237
2,028,946,929

Preferred Slack 33,498,700 33,496,700
Long Term Debl 1,279,116,478 1,287 439916
Long-Term Comunerclal Paper 200,000,000 200,008,000

Total Capllalization

Cuerent Liabilities

3,470,6135,337

3,559,887,545

Shorl Term Debl 243,351,138 223,942,904
Accounts Payable 133,028,240 134,422,252
Accounls Payabie -Consalidaled Affiliales 25,763,861 25,7613 861
Cusloier Deposits 110,543,321 117,634,484
Accrued Taxes 18,008,316 18,008,316
Tax Csilecllon Payable 13,373,116 13,373,116
Accrugd Inl Cust Deposit (237.41) 3,345,956 3,584,113
Accrued Interesl 55,444,897 53,448,547
@iher Current Liahllities 54,258,127 52,875,783
Total Currenl iabililie s 657,116,972 643,053,376

FPC Base Scenario - Enterprise-L1
Schema - mddm200 105y



CONFIOENTIAL

FLORIDA POWER CORPORATION

2001 Profit Plan and 2002 - 2003 Financial Forecast

Deferred Credi{s & Other Liabllities
Deferred Fuel and Capacliy

Unamodlized {TC-Cans FPC

Other Defetred Credils

Reg.Liab -Del Taxes - FAS109{254 10}
Other Regulatary Liabilitles

Tolal Defeed Credils

Accrued Pension & Olher Benelils

Gilher | Jabililies

Slorm (lamage Reserve

Accum Prov {or Benefils-Cument (228.31 228.32 228 35)
tiuclear Refueling Oulage Reserve

Accum Prov ler Rale Relund (229 02 229.08)
g Decorn/Decon - 228 49

Accum Def Taxes - Censslidaled FPC

Tolal Othier Liabililies

Tolal Deferred Credits & Other Liabilities
Tolal Liabilities and Capllalizatlon

FPC Base Scenaiie - Enlerprise-1.1
Schema - mddin208105\

OPC 002472

Year
2000

551,292
61,624,758
39,764,965
112,605,250
55,567,631
270,113,895
125,912,061
36,727,844
29,130,814
7,153,332
10,918,267
598,992
9,594,879
571,429,205

791,465,394

1,061,579,289
5,183,331,593

Year
2001

(6.112,871)
53,767,758
39,764,965
96,841,250
(12,556)
184,298,545
133,571,619
36,727,844
29,130,814
7,153,332
1,625,271
598,992
9,594,879
542,046,187
760,446,938

944,747,483
5,147,684,405
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CURRENT SUMMARY ANALYSIS:

Ralionale

The ratings of Flovida Uvopress Co

JLORIDA PROGRESS

. 3

wnd affiliates are on CreditWatch with negative imiplications, reflecting fower-ratedd

Carolina Power & Light Cos oller 1o acquive Flarida Progress for $5.3 billion plus the assumption ol 5.7 billion in debi.

Althouagh the combination provides the potential for operational elficiencies and cost savings, the new entity is expected to have a

hiphlevel of debitinitially, which could adversely al(ect credit protection measures

Fluvida Propress” credit gquality is supported by solid cash ftow from its utility

alfset by a weaker {inancial profile for ts

m,mre;’_','ulalénl su

subsidiary, Flovida ower Corp., partially
bsidiary, Electric Fuels Corp. Electvic Fuels’ funding needs ave mel

hrouph Flovida Progress” linancing arm, Proprreas Capilal Floldings Inc. Primary holdings are in the nonregulated rail services,

intand mavine, and energy and eelaled sevvices units, which are vertically integrated. Still, the visk profile of these uniis is preater

than the radiional regulated wtilivy business, requiring, preater cash flows conunensurate with the higher risl.

Florida Power's ratings rellect an above-average business position that is buoyed by demand prowth spuveed by Florida’s
vibrant economy, prowing population, and diversified fuel mix. These positive credil tactors are

. 7’
the uncharacterisbically hiph amount of debt used to finance the parent’s nonrepulated activities adversely allecls Lhe consolidated

enlll:_',"s linancial pml'ile.

Hlipghty Conflidential: DRATT BDITION--

Seplember 13, 2000

CONFBENTIAL

slighty olfset by the changing
repulatory and political environment in Florida, which may adversely impact the consalidated business profile of the utility . Also
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CURRENT SUMMARY ANALYSIS:
FLORIDA POWER

Hationale

The ratings on Florida Power Corp. are on CreditWaltch with nepative unplications, refllecling Carolina lower & Lipht Co's
olley o acquire parent Florida PCropgress Carp. for $5.3 bilhon plus the assumption of $1.7 billion in debl. Flarida P'rogress’ credit
quality is supparted by solid cash Hlow [rom its utility subsidiary, Florida Power, partly offset by a weaker linancial profile for its
nomrepulated subsidiary, Glectric Fuels Corp.

The vatings on Florida Power veflecl an above average business positian bugyed by demand growth, which is spuried by
Flonida’s vibrant economy, prowing population, and diversified luel miix. These positive credil faclors ane slightly uffset by the
chonping repulatory and political environment in Flovida, which may adversely impact the consolidated business prolile ol the
ulility - Also, the nncharacteristically high amount of debt used ta linance nonregulaled aclivities adversely affects the
consolidated entity’s finanvial prolile.

Debitleverape for Flotida Power is temporarily higher than nonmal because of the buyout of the Tiger Bay purchased-
power contract and the related 2200MW facility. However, the lower capacity charges resulting hom the buyout are a fung-lenn
credit positive. Sl the high amount ol debt leverape pressures consolidated credit peotection measures.

Llectvic Fuels” primmary holdings are in the nonrepulated vail services, indand marine, and energy and related services unity,
which are vertically inteprated and contvibute to Florida Progress” prolit picture. SUll, the risk profile ol these units is grreater than
the traditional repuolated wtility business, requiving grealer cash flows commensurate with the higher risk.

FOCNTIL - STANDARD
Eip by Confidential, DRATT I_‘.D["I‘I(L')f\}-«.‘Ehl']llt?’.n'tu'-zr 13, 2000 CUN EPOORS
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CURRENT SUMMARY ANALYSIS:
PROGRESS CAPITAL HOLDINGS

Rationale

The ratings on Flarida Progiess Carp. and afliliates aue on CreditWatch with nepative implications lollowing Carolina
Powes & Lipht Co's announced utfer to acquize Florida Prapress lor $5.3 billion The ratings on Progress Capital Foldings fne,
reflect the unconditional guarantee pravided by Flovida Progress.

Flovida Progress’ credit quality is supparted by solid cash flow {ram its utility subsidiary, Florida Power Covp, pactiadly
alfset by the wealer financial profile of its noncegulated subsidiary, Electric Fuels Corp. Propress Capital Holdings pravides
financing for the parent’s norvegulated investinents al Glectiic Fuels, which are in nonregulated rail services, inland maiine, and
enerpy and related services units. The rvisk prolile of these units is preater than the traditional regulated utility business, vequiring,
preater cash Mows commensurate with the higher visk,

The satings an Florida Power reflect an above-averape business posilion buoyed by demand growth, which is spuured by
Florida’s vibrant ecanomy, prowing population, and diversified fuel mix. These positive credit factors are sliphtly oliset by the
changing regulatory and political envitonment in Florida, whiclhvmay adversely impact the consolidated business profile of the

utdity. Alse, the unchavacteristically high amount ol debt used o linance nonregulated activities adversely allects Lthe
consulidated entity’s linancial pralite.

CUN[‘\DEN HI\\_ — . _
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Business profile hiphliphts

ClEL ERERGY

Hit ey His

= Avgranition of Floada Pewer mdds regulidory, peapraphic, and econumic iversity.
" The mapoily of capilal expendilsres (7% Loy 2001-03) will pertain ta the relatively low-risle repudotedd businesses ni C

arcling
Fowrer & Lipha and Flotida Power for the forescealbe [Wtute.
* Responsilile yepulatory enviruunents iyt Nenth Caroling, Soutly Cagalinag, and Flontda, with each on a velalively slove patly (o
derepudation (see comnens in shility specilic seclivas Lrelinw).

Repulated generativn capavily lotaling 19,000MW wilh an etnbedded cost of DAL/ A,

" Diverse fuck nux camgaised of 42% coal, 35, gas and vil, and 22% nuclear which will be endanced in (he (1l e Ty e
vunslruchion of pay direrl capacity wider e company’s upsticam ene gy stradepy,

Well-prosi e operating utlilies in sottlicastect and avid - Atanic markets exPrErienCing abuve-averape econommic pronwth,
inverse and prowing cuslomer base tabading 2.8 millivn end-users; cuslamer base is ealimated Lo prowe sl nearly 2% ansaally,
The relail custoner class beeakodown is tavarable, connprised in 1997 of 50% residentinl cuslnmers which are the lenst Prive

sensilive, 27% conuuerdial and 1% industyial This class sepmentafion is an improvement over e slandalone O]

sepientation whiclvis skewed towand the industvial secton

* Urojecled average annnal eatiinys grow ool 7-0% should enbance Gnancias Mexilility.
S Oppontuaily la exlract saudesy costsavups CETHESTO0NA/ veig for 2001 AN frors the Blonida Propress aciquisilion, witly e
shauing with ratepuyers cequited o North Carulins.

. \’i_«luu.l!_)’ [0 in!m'lmll}' franeed vajrilal exprenditue [‘u.ui;__r)l:l llnnugln 20000
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LV &L GEILRG Y :

Rushes

tor e 4,0000W ol merchant power it plans to build by 20008 in Modth Cacolina, Georgia, Florida in order to secure the

revenue streamn The company svill trade around its assels bul doesn’Uinlend to become a maajor Lading Lo, However, the
) B .

connpany expecls lo pursue a visk averse approach Lo merchanl power incorporating a sipnilicant fevel of long teran wlltake
conlracls,

* While nudleay power as & percent vl the Tuel min will be reduced with the addition of Florida Power to 31%

" ol the consulidlated
i, i remaing hiph relative to the industry averape. The risks associated with nuclear ave mitigated by the company’s

successiul Lack record as a nuclear operator (see conunents under Caroling

Power & Light).

1 _ 5 o repulatory assels and nuclear power under
accaunting arders in Novth Cacolina and South Carolina retail jurisdictions

s b Flocida, it remains unclear whether an adeqguale
mechanism woull exist for recovery of above-market purchased power costs in derepulated envitonment. :
“

< Lhe campany will be requited (o investin the

esses of Flovida Propress” Llectic
ess

Fuels unaepgulated subsidiary until such time as (hey can be sold. The rail car services business may be sold in 4000 Maceeds

frow any sales will be used to pay down debt at Mrapress Capital,
» Enviroranental

expusdre ta the polential tiphtening of nittogen axide and carbon dioxide emissions resteictions that could
resullin higher capital expenditure budpels and financing, tequitementy, leading to higher rates or the possible creativn ol
stranded costs, piven that coal is 42% of the Tuel mix. I onpoing eflforts by various advocate groups (o strengthen air pollution
repalations are successiul, envitonmerdal matters will begin to play o preater role in evaluating credil quality.

16
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Flerchant Power (13% ol estimated consolidated 200103 capes)
Pighliahis

© It phase of investment innomegulated peneration congists of 40008009 planned Tor constroction Jucing, 200003 lovated in
Ceenrpin, Florida, pnd the Carelinas.

» Baildend of the second prhase is to be reconsidered, piven that the imerpger sith Plorida Mower has doubled the peneration
capacily available (o e conapany. :

Progress Velecom (7% of estimated consolidated 2001-U3 capes)

theldighis
< [
* Comnpiised of the lelecomuanications Dasinesses o Droth Cavoling P& T and Florida ropress,

« Tiber aptic nete ok whichiis bemp, expanded beyord tae secvice Lenritorios of the ubilities to Waslington PLC on ihe o,
Stonta on e west, and south Plovida,

20
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SCENARIO 2 RATIO ANALYS L CP&L ENERGY .

ASSUNPTIONS
o UL Tiperpy acquibes

-

CF &L Lverpy

PIIC (X)
FICT/ CAPEX (%)

FEQ/ T COVERAGE (X)

FEQ/ TOTAL DET (%)
DEBT/CAFTTAL (%)

Fhphly Confidential DIRAFT

s Florida Prapess [on !

20015

2.8
Ui
Ay
20
G0

FORECAS
20020

3.0

1

4.0
20
o7

ELTION--5epleniber 103,

Cl&Lcommuon stock price is B35 at closing, whichis assumed to be December DL, 2000.

20036

AR

147

.3
2

.

D

2000

L5 billion, tinanced 67% with CP& L long-term debt and 33% equity

$3 5 bitlion in bridpe tinancing (commercial paper) will be permanently funded with $2.5 bitlion of Lxed vate debt (7.0% nde
2-5-10 year maturities) and $500 million of hiph equity content trust preterved securities (9.075% vate, 30-year life).
020 miltion of commercial paper will remain outstanding al CR&L.

Common dividend policy is maintained, with 52,06 annaal vate and 3% annual growlth,

Synerpy savings ave assuined W be B0 million @ 2001, 3153 million i 2002, and P88 million i 2000,

Capex budgetis projected to averapge BL3 billion annnally, divided about 70%
provwver and liber oplivs,

W ocure ey, ylated businesses and A0 reerchagnt

FINAMCIAL TARGETS

A BBG+ e
Calgpoty Caleguiy Categury
5 Ous. Prol. 5 Dus. Urol. 5 Dus. 'rol.
17 3y 30
100 40 75
4.2 KR a5
24 20 ol
A6 49 51
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SCENARIO 3

) KATIO ANAL Y ols: CI'&L ENERGY

HSUMITIONS

Cl&L BEnerpy acquirves Florida Propess lm F5.3 billion, financed 67% wxlhi l‘)zi,, long term debt and Y375 equity.

Ll &L commnn stock price is 335 at closing which is assunted Lo be Decernber AL, 2000,

LN N I B

billion i bridge financing (conwmercial paper) will be pevinanently tunded with 2.5 billian of Lixed rate debU{7 6% rate
a-10 year imaturities) and $500 million of high equity content trust preflerred securilies (7.375% rate, M-year life).
P520 million of conunercial paper will vemain outstanding at CP& L.

Cowmmon dividend policy is maintained, with $2.00 annual rate and 3% annaal prrowh

Capex budpel is projected Lo
puwer and liber oplics.

CI'&L Cnecgy

PTIC (X)

HCE/CAPEX (%)
FEQH/INT. COVERAGE (X)
FEQ/TOTAL DEBT (%)
DT/ CATITAL (%)

Highly Confidential DRAFT EDITION  Sepltember 13, 2000

Synergy savings are assumed (0 be 5109 million in 2001, K153 mvillion in 2002, and S188 million in 2003,

average 113 billion annually, divided about 70% core vepulated businesses and 30% merchant

FORECAST VI ANCIAL TARGETS

20068 20025 20000 A ‘uppr’ ‘Buu’
Calegory Calepory Calegory

5 Pus. Mral, H Bus. 'rol. 5 Bus. Mol

2.8 3 301 A7 1) 3.0

96 19 148 it Yo 75

39 4.1 d 4 4.2 JH a5

20 21 b 21 24 2:4

ol NN h2 40 19 ]
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CONFIDENTIAL

Florida Power Corporation

A Progress Energy Company
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