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b)

Provide a history of the changes in the ratings of each class of
security (i.e., senior and subordinated debt, preferred stock, and
commercial paper), assigned by rating agencies engaged by the
utility to rate its securities (i.e., Standard & Poor's, Moody's
Investors Services, and Fitch Investor's Service or their
successors), for the last five years in Schedule D-8.

See Work Paper WPD-8.1

Provide a copy of all credit rating analyses or reports on the utility
and its parent, in the utility's possession, published during the last
12 months that describe security rating changes and the rationale
for those changes.

See Work Paper WPD-8.2

Provide a copy of the last credit rating analysis or report on the
utility and its parent, in the utility's possession, published by each
rating agency engaged by the utility to rate its securities that
comprehensively describes the utility’s operation, financial
condition, and regulatory environment.

See Revised WPD-8.3. MidAmerican Energy Company has added
the requested report, the Summary Report from Standard and
Poor’s of 4/2/09 for MidAmerican Energy Company, to the original
submission. It can be found as pages 1 to 6 of Revised WPD-8.3.
Although this is a separate report on the Standard and Poor’'s web
site, the entire set of information contained in this report was
previously submitted by MidAmerican Energy Company in the
original submission, as WPD-8.3, pages 1 through 8 of 40, labeled
as Standard and Poor's Research Report, for MidAmerican Energy
Company, also dated 4/2/09.
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Summary:

MidAmerican Energy Co.
Credit Rating:  A-/Stable/A-2

Rationale

The 'A-* rating on MidAmerican Energy Company (MEC) reflects its 'excelient’ business profile, as evidenced by
electric and gas utility operations that span multiple states and a regulatory enviconmeny that has supporred its
capital investment plans and its rate-making principles. MEC operates a operationally strong, low-cost generation
fleet thar has been augmented in recent years wirth new coal and wind plant projects. Against these benefits are the
challenges the company has in managing fuel and purchased power costs, given a cap on retail rates in Towa through
2013. MEC's "aggressive' financial profile reflects the company's sizable and growing wholesale electric salesas a
function of its lorg generation portfolio, its non-regulated rerail electric service business, and the use of leverage as
discussed below by its intermediate holding company.

MEC is owned by MHC Inc., which is a helding company that owns the commor stock of MEC and four smaller
subsidiaries. MHC Inc. is, in turn, owned by MidAmerican Funding LLC, a limited liability company that owns all
common stock ourstanding of MHC Inc. MidAmerican Funding conducts no business orher than to manage its debr
obligations and own MHC Inc. MEC's cash flows support the repayment of MidAmerican Funding LLC's $525
milfion senior notes that are rated 'BBB+* and secured by a pledge of MHC Inc. common stock, While legally
MidAmerican Funding LLC is the obligor of these notes, this debrt is effectively serviced with MEC's cash flows.
Adding this debt to MEC's balance sheer weakens its standalone financial profile. MEC's long-term debr
outstanding at year-end 2008 was $2.9 billion. MidAmerican Energy Funding LLC had $700 million ourstanding as
of the same date. (However, it repaid $175 million in March 2009.) It is important to note that financial resules
below are for MEC alone.

MidAmerican Funding LLC and irs subsidiaries are owned by MidAmerican Energy Holdings (MEHC), which is, in
rurn, privately held and majority owned by Berkshire Hathaway {AAA/MNegative/A-1+). In 2008, Berkshire had an
87.4% interest in MEHC on an undilured basis. Remaining common equity is held by Walter Scotr {10.9%) and
two members of MEHC's executive management, Chairman of the Board David Sckol (0.7%) and President and
Chief Executive Officer Greg Abel (1.0%). MEHC had nearly §20 billion of debt outstanding at year-end 2008.

MEHC's credit profile is supported by Berkshire, which has in place through February 2011 a $3.5 billion equiry
commimment agreement between irself and MEHC in which MEHC can unilaterally call upon to support either its
debt repayment or the capital needs of its regudated subsidiaries, including PacifiCorp. We view this agreement
berween MBC's parent and a "AAA’ rated entity to reduce the likelthood of a MEC default. Nevercheless, we expect
the urility to have a standalone credit profile consistent with its 'A-' rating. We take this view because the utility has
no right 1o cause MEHC to make an equity contribution, ¢ither from MEHC ar via Berkshire through an MEHC
board request. While MEHC would typically have stirong incentives to support the utility by tapping the Berkshize
contingent equiry, we would note that in a catastrophic utility event, MEHC wonld be expected to do so only if it
were in the tconomic best interests of the parent and thar it could elect o allow the utility to default if MEHC's
equity investment would not be preserved, even with additional equity from Berkshire. Such a scenario is remore and
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would require an unprecedented event such as thar which occurred during the western energy crisis, when regulators
refused to allow wuilities to recover power procurement costs.

MEC serves abour 723,000 retail clectric and 704,000 natural gas customers thar are principally in Jowa bur also
extend into porrions of Hlinois and South Dakota (both electric and gas) and Nebraska (gas only). Abour 90% of
MEC's retail electric and 77% of its retail gas sales are in [owa, based on 2008 results, The company operates under
a unique regnlatory paradigm for its electric operations in which under an agreement approved by the Iowa Utilities
Board, MEC has agreed not to request an increase in retail elecrric rares through 2013 unless irs lowa jurisdictional
electric return on equity (ROE) falls below 10%. Equally, the lowa Office of the Consumer Advocates has agreed
not to request or support any rate decreases during this time.

This puts MEC ar risk to manage its fucl and power costs within its current structure without the benefit of 2 power
cost adjuster or true-up process. This risk is heightened as carbon regulation appears to be an increasing possibility,

The rate agreement also means that capital projects must be added to MEC's rate base withour immediate rate relief.
The utility is permirtted to keep a portion of the returns it generates based on its achieved ROE. For example, if
MEC earns less than 11.75% ROE it keeps 100% of its margins, but it shares increasingly larger portions with
customers at higher ROE levels. MEC has generated robust ROEs since 2003, and in 2008 MEC's consolidated
{e.g., across its electric and gas businesses) ROE was 14.1%. As part of a stipulation in place through 2010, any
equity earned above 11.75% is not directly refunded to customers -- the "customer's" portion of excess earnings is
instead used to offset MEC's new generation construction budger, providing 2 means for MEC to fund its capiral
program. {(When new projects come online, the rate base is reduced by rhe amount of the customer's contribution.)
Afrer 2010, customers will receive refunds in their bills for.any excess earnings {at specified levels depending on
MEC's achieved ROE).

In addition, MEC has reached regulstory settiements to include new generation projects in its rate base, which
addresses beforehand the authorized ROE for the projects, the revenue-sharing mechanisms, and other derails. As a
resuft, regutarory disallowance or adverse ex-post ratemaking is not a credit risk.

MEC has pursued a strategy of increasing its long power supply position. Tt owns 6,425 MW of generation. Against
this, its summer peak in 2008 was 4,210 MW, On a capacity basis, its fleer has diversified with its wind generation
build-out and is now approximately 52% coal, 21% natural gas, 20% wind, and 7% nuclear {(Quad Cities No. 1
and 2}. On a generation basis, however, the company is best viewed as long on base load coal. In 2008 about 59%
of its total energy supplies {to both rerail and wholesale customers) was coal fired, which excludes power purchases
that the company does not break out by resource type. Despite the addition of significant wind generation, most of
which was built in the last three years, the company's reported generartion statistics from "other” sources {(mostly
wind) continued to be small, at 6% of MEC's rotal energy supplies based on 2008 resulrs.

The portion of margin or net income that wholesale sales contributes to MEC's consolidated results is not disclosed
as part of quarterly or annual filings. (Whiie MEC provides gross margin, operating revenue, and earnings by
business segment, regulated reratl elecrric sales are combined with regulated wholesale electric sales.) Bur in 2008,
about 42% of the company's 36,061 gigawart-hours (GWh) of eleciric sales were from wholesale market sales, up
from 38% in 2007 and 36% in 2006. Recently the company announced that it has reached a settlement with the
Iowa Consumer Advocate to build up to 1,001 MW of additional wind projects by December 2012. Assuming a
capacity factor of 35%, the planned addition of this much new wind generation {and assuming no other changes in
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the company's generation) would imply an increase in total GWh of power supplied of 9%. Given that retail load
growth has historically been modest {aronnd 1%} and is likely to slow given the recession, we view these possible
wind generation additions to be dependent on wholesale power prices to recover their costs, which is true of an
increasingly large portion of MEC’s generation portfolio.

These statistics highlight the company's increasing need to manage its wholesale posirion 1o achiaeve
credit-supportive financial performance, particutarly if it continues to build new wind projects. To date, MEC's
steady, double-digit RQOEs and strong cash flows that have been sufficient to fund a portion of the company's sizable
capital investment and speak to the company's success in managing its wholesale portfolio. But we would note that
the company's cuscomers have implicitly agreed ro the utility assuming increasing amounts of wholesale generation
risk in exchange for an absence of retail rate increases, The regulatory support the company currently enjoys could
diminish if it finds irself, for whatever reason, unable to profit from its wholesale generation sales,

In 2008, non-regulated businesses contributed 8.7% of MEC's operating income, and 8.8% of earnings on common
stock, up from 3% in 2006. These businesses principally consist of MEC selling competitive retail electricity in
deregulated markets and also expose the company to a higher level of commodiry risk than it would face if it
pursued a strictly integrated utility strategy.

This year marks the rail end of whar has been an intensive capital ¢cycle for the company, which began in 2006. In
2008, its capital investment was $1.5 billion, relative to $1.3 billion in 2007 and $783 million in 2006. In mid-2007
the company brought online the 790 MW Walter Scort Jr. Energy Center. (MEC operates the plant and owns 479
MW.) It also added 202 MW of new wind generation, and in 2008, its investment largely related to the addition of
623 MW of new wind.

MEC's debr leverage as measured by adjusted debt to roral capiralization increased sharply in 2008, relative ro
2007, by almost 5% to 59%. While about 1% of this was due to higher off-balance-sheer adjustment we made in
2008 {pensior obligations, for example, rose to $179 million in 2008 from $38 million in 2007), the majority of
increase was due ta increased company borrowings. MEC issued $350 million in June 2008 to fund its wind capiral
program and pay down shore-term debt balances, and its short-term debr balances rose about $371 million {relative
to 2007) o $457 million. We would expect the company to manage leverage down this year to close to 53%, which
it has averaged over the prior three years ending in 2007, We would also note thar if we anribute MidAmerican
Funding LLC's debr obligations onto MEC's balance sheet, leverage is uncomfortably high for the existing rating
category, and points to our limited tolerance for MEC to increase debr burdens as part of further capital investment
for wind generation. Cash coverage merrics continue 10 be strong for the rating, with funds from operations (FFQ)
to total debr of 22% and FFO interest coverage of 5.5x.

Short-term credit factors

The company’s liquidity position is strong, Irs 'A-2' short-term rating reflects our view that while MEHC and its
subsidiaries are supported by the $3.5 billion contingent equiry agreement between MEHC and Berkshire, the
agreement is not a source of instantaneous liquidity, allowing Berkshire up to 180 days ro fund MEHGC's request.
Given the recent tarmoil in both liquidity and capiral markets, we have taken a firmer view on the need to link
MEC's short-term ratings ro ivs standalone credit quality, which supports an 'A-2* rating. However, we would note
that while Berkshire contracrually has up to six months to respond to an MEMC call for liquidity, it has strong
economic incentives to do so,

MEC's cash and cash equivalents totaled 55 million as of Dec. 31, 2008. (MidAmerican Funding LLC, which
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includes MEC, cash, and cash equivalents toraled $10 million as of the same date.) In addition, the company has a
56435 million unsecured revalving credit facility available through July 2012, which falls to $530 million July 2013,
and a $250 million unsecured facility expiring in October 2009. (The one-year revolver has an interest rate that is
linked to LIBOR plus a percentage of a credit derivative index but is subject to minimum and maximum LIBOR
rates, thus reasonably collaring the interest rate risk that the company could be exposed to on the instrument,)

Both facilities support MEC's commercial paper program as well as $195 million in variable-rate tax-exempt bond
obligations. At year-end the company's net liquidity was $237 million, consisting of 59 million in cash, and
considering short-term borrowing of $4357 million and consideting the tax-exempr carve-out. MidAmerican Energy
Funding's roral net liquidity was 5262 million, including 2 $4 million revolver at MHC Inc. MEC has no maturities
due between 2009 and 2011, but $400 million due in 2012. Following the March 2009 repayment of $175 million
at MidAmerican Funding, MEC has no maturities until 2011, when $200 million is due.

Qutlook

The stable outlook for MEC and MidAmerican Funding LLC is predicated on MEC managing its leverage down in
2009 to a level consistent with the raring and close to 53%, which reflects its average leverage of the last few years.
We intend vo reassess the appropriateness of the stable outlook for MEC as it advances its decision-making on
whether o build up to 1,001 MW of wind generation. This strategy, if pursued, has the potential 1o meaningfully
add to an already long power supply portfolio, which appears to be increasingly dependenr on wholesale power
margins to sustain a regularory framework that has worked well for customers and the company to date. Downward
pressure on the rating could be realized if we determine thar the MEC's projected reliance on wholesale gross
marging is inconsistent with its ‘A’ category raving. Positive rating acrions would, at a minimum, require
MidAmerican Energy Funding LLC to pay down debt as it matures, as we view this debt to be serviced by MEC's
cash flows.
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Major Rating Factors

Strersgths: Curront Ratings
= Aconstructive regulatory environment in lowa, which provides the Corporate Credit Rating
company with about 90% of its regulated retall electric salas and 77% A-/Stable/A-2

of its regulated retail gas sales, based on 2008 resuifs;

& Good diversity of cash fiows from its regulated retail gas and electric business, with about 80% of 2008 oparating
income stemming from regulated elactric sales (which includes wholesale sales) and 11% from regulated natural
gas sales, with the balance due to non-regulated oparations;

= State policies that have minimized the regulatory risk of new construction, which has allowed the company to
construct wind and coal generation besed on terms authorized in advance; and

» Consistently strong returns on equily {ROES) and cash flow metrics,

Waalknesses:

» The absence of fuel clauses for retaii electric oparations implies that the utifity is at risk for cost escalation in fuel
) and purchased power;
« Risk for undeir-recovery of carbon costs if regulations become effective before 2014 -- under MEC's rate
apgreement it may not fife for a rate case as a result of higher costs through 2013 unless its ROE falis below a
10% threshold;

e The portion of samings from nen-regulated energy businesses has grown, in part due to MEC's expansion into
competitive retail slactric markets; and

« The company is long on coal-fired generation and recently announced it may increass its wind generation by as
much as another 1,000 MW. These additions increass tha amount of power sales that the company makes
through wholesale cominedity sales.

Rationale

The ‘A~ rating on MidAmarican Energy Company (MEC) reflects its ‘excellent’ business profile, as evidenced by electric
and gas ulility operations that span mulliple states and a regulatory environment that has supported its capital investment
plans and its rate-making principies. MEC onerates a operationally strong, iow-cost generation fleet that has been
augmented in recent years with new coal and wind plant projects. Against these benefits are the challenges the company
has in managing fuel and purchased power coste, given a cap on retail rates in lowa through 2013, MEC's 'aggressive’
financial profile reflects the company's sizable and growing wholesale electric sales as a function of its long generation
portfolio, its non-regulated retall electric service buginess, and the use of levarage as discussed below by its intermediate
holding company.

MEC is owned by MHC Ing., which is a helding company that owns the common stock of MEC and four smeller
subsiddiaries. MHC inc. is, in turn, owned by idAmerican Funding LLG, a jimited liability company that owns all
commeon stock outstanding of MHC Inc. MidAmeriean Funding conducts no business other than o manage its debt
obligations and own MHC Inc. MEC's cash flows support the repayment of Mid American Funding LLC's $525 million
senior notes that are rated ‘BBE+ and secured by a pledge of MHC inc. common stock. While legally MidAmerican
Funding LLC is the obligor of these notes, this debt is affectively serviced with MEC's cash flows. Adding this debt to
MEC's balance sheet weakens its standalone financial profile. MEC’s long-term debt outstanding at year-end 2008 was
$2.9 billion. MidAmerican Energy Funding LLC had $700 million outstanding as of the same date. (However, it repaid
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$175 million in March 2009.} It is important fo note that financial resuits below are for MEC alone.

MidAumarican Funding LLC and its subsidiares are owned by MidAmerican Energy Holdings (MEHC), which is, in turn,
privately held and majority owned by Berkshire Hathaway (AAA/Negative/A-1+). In 2008, Berkshire had an 87.4%
interexst In MEHC on an undiluted basls, Remaining common aquity is held by Walter Scott (10.9%) and two members of
MEH C’s executive management, Chairman of the Board David Sckol (0.7%) and President and Chief Executive Officar
Greg Abel (1.0%). MEHC had nearly $20 blllion of debt outstanding at year-end 2008.

MEHC's credit profile is supported by Berkshire, which has in place through February 2011 a $3.5 billion equity
commitment agreement between itself and MEHC in which MEHC can vnilaterally call upon to support eithar its dabt
repayment or the capital needs of its regulated subsidiaries, including PacifiCorp. We view this agreement betwean
MEC"s parent and 2 'AAA’ rated entity to reduce the likelihood of a MEC default. Nevertheless, we expect the utility to
have a standalone credit profile consistent with its 'A-' rating. We take this view because the ulility has no right fo cause
MEMC to make an equity contribution, either from MEHC or via Berkshire through an MEHC board request, While MEHC
would typically have strong incentives to support the utility by tapping the Berkshire contingent equity, we would note that
in a catastrophic utility event, MEHC wouid be expected to do so only if it were in the economic bast intarests of the
parent and thal it could elect to allow the utility to default if MEHC's equity invesiment would not be preserved, even with
additional equity from Berkshire, Such & scenario is remote and would requira an unpracedented event such as that
which occurred during the western energy crisis, when regulators refused to allow utllities to recover power procurement
costs.

MEC serves about 723,000 retail elactric and 704,000 natural gas customers that are principally in lowa but also extend
into portions of Yllinois and Sauth Dakota (both electric and gas} and Nebraska {gas only). About 90% of MEC's retail
electric and 77% of its retall gas sales are in lowa, based on 2008 results. The company operaies under a unique

~ reguiatory paradigm for its electric operations in which under an agreemant approved by the lowa Utilities Board, MEC

) has agreed not to request an increase in retail electric rates through 2013 unless its lowa jurisdictional electric return on
equity (ROE) falls below 10%. Equally, the lowa Office of the Consumer Advocates has agreed not o request or support
any rate decreasas during this time,

This puts MEC at risk to manage its fuel and power costs within its current structure without the benefit of a power cost
adjuster or true-up process. This risk is heightened as carbon regulation appears to be an increasing possibility,

The rate agreament also maeans that capital projects must be added to MEC's rate base without immediate rate relief.
The utility is permitted to keep a portion of the retums it generates based on its achieved ROE. For example, if MEC
earns less than 11.75% ROE it keeps 100% of its margins, but it shares increasingly larger portions with customers at
higher ROE levels. MEC has generaisd robust ROES since 2003, and in 2008 MEC's consolidated (e.g., across its
electric and gas businesses) ROE was 14.1%. As part of 2 stipulation in place through 2010, any equity earmed above
11.75% is not dirsctly refunded to customers — the "customer's” portion of excess earnings is Instead used to offset
MEC's new generation construction butiget, providing 2 means for MEC fo fund its capital program. (When new projects
come onling, the rate base is reduced by the amount of the customer's contribution.) After 2010, customers will receive
refundds in their bills for any excess eamihgs (at specified lovels depending on MEC's achieved ROE).

In addition, MEC has reached regulatory settlernents to include new generation projects in its rate base, which addresses
beforehand the authorized ROE for the projects, the revenue-sharing machanisms, and other details. As a result,
regulatory disallowance or adverse ex-post ratemaking is not a credit risk.

MEC has pursued a strategy of increasing its iong power supply position. It owns 8,425 MW of generation. Against this,
its surnmar peak in 2008 was 4,210 MW. On & capacity basis, its fleet has diversified with its wind generation build-out
and is now approximately 52% coal, 21% natural gas, 20% wind, and 7% nuclaar {Quad Cities No. 1 and 2). On a
gensration basls, howevar, the company is best viewed as Jong on base load coal. In 2008 about 59% of its tolal energy
supplies {to both retall and wholesale customers) was coal fired, which excludes power purchases that the company

! does rot break aut by resource type. Despite the addition of significant wind generation, most of which was built In the
last three years, the company's reported generation statistics from “other” sources {mostly wind) continued fo be small, at
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: 6% of MEC's total energy supplies based on 2008 resuits.

The portion of margin or net income that wholesale sales contributas to MEC's consolidated resuits is not disclosed as
part of quarterly or annual filings. {While MEC provides gross margin, operating revenue, and earnings by business.
segment, regulated retail elactric sales are combined with regulated wholesale electric sales.} But in 2008, about 42% of
the compsany's 36,061 gigawatt-hours (GWh) of electric sales were from wholasale market sales, up from 38% in 2007
and 36% in 2008, Recently the company announced that it has reached a setlement with the lowa Consumer Advocate
fo build up to 1,001 MW of additional wind projects by December 2012. Assuming & capacity factor of 35%, the planned
addition of this much new wind generation (and assurning no other changes in the company's generation) would imply an
increase In tolel GWh of power suppliad of 8%. Given that retail load growth hes historically been moedest (around 1%}
and s likely to slow given the recession, we view these possible wind generation additions to be dependent on wholesale
power pricas to recover their costs, which is true of an increasingly large portion of MEC's generation portfolic.

These statistics highlight the company’s increasing need to manage its wholasale position to achisve credit-supportive
financial performance, particularly if it continues to build new wind projects. To date, MEC's steady, double-digit ROEs
and strong cash flows that have been sufficlent to fund e portion of the company's sizable capltal investment and speak
to the company's success in managing Its wholesale portfolio. But we would note that the company's customers have
implicitly agreed to the ulllity assuming increasing amounts of wholesale generation risk in exchange for an absence of
retail rate increases. The regulatory support the company currently enjoys could diminish if it finds itself, for whatever
reason, unable to profit from its wholesale generation sales.

in 2008, non-regulated businesses contributed 8.7% of MEC's operating income, and 8.8% of earnings on common
stock, up from 3% in 2006. These businesses principally consist of MEC selling competitive retall electricity in
daregulatad markets and also expose the company to a higher level of commaodity risk than it would face if it pursued &
strictly intagrated utility strategy.

This year marks the tail end of what has been an intensive capttal cycle for the company, which began in 2005, In 2008,
its capitel investment was $1.5 billion, ralative to $1.3 billion In 2007 and $785 million in 2008. In mid-2007 the company
brought online the 790 MW Walter Scott Jr. Energy Center. (MEC operates the plant and owns 479 MW.) It also added
202 MW of new wind generation, and in 2008, its investment largely related to the addition of 623 MW of new wind.

MEC’s debt leverage as measured by adjusted debt {o total capltalization increased sharply in 2008, relative to 2007, by
atmost 5% to 59%. While about 1% of this was due to higher off-balance-sheet adjustment we made in 2008 (pension
obligations, for example, rose to $179 miltion in 2008 from $38 million in 2007}, the majority of Increase was due to
increased company borrowings. MEC issued $350 milliion in June 2008 1o fund its wind capital program and pay down
short~term debt balances, and its short-term debt baiances rose about 5371 million (relative to 2007} to $457 mitlion. We
would expect the company to manage feverage down this year to close to 53%, which it has averaged over the prior
three years ending in 2007. We would also note that if we attribute MidAmerican Funding Li.C's debt obligations onto
MEC’s balance sheet, leverage is uncomfortably high for the existing rating category, and points o our limited tolerance
for MEEC to increase debt burdens as part of further capital investment for wind generation. Cash coverage metrics
contirue to be strong for the rating, with funds from cperations {FFO) to total debt of 22% and FFO interest coverage of
5.5x%.

Short-ierm credit factors

The company's liguidity position is strong. its 'A-2' short-term rating reflects cur view that while MERC and its subsidiaries
are supporied by the 3.5 billion contingent equity agreement between MEHC and Berkshire, the agreement is not a
source of instantaneous liquidity, aflowing Berkshire up to 180 days to fund MEHC's request. Given the recent turmoil in
both liquidity and capital markets, we have taken a firmer view on the need to link MEC's short-term ratings to its
standaione credit quality, which supports an ‘A-2' rating. However, we would note that while Berkshire contractualiy has
up to six months to respond o an MEHC call for fiquidity, it has strong economic incentives to do so.

) MEC's cash and cash equivalents totaled $9 miliion as of Dec. 31, 2008. (MidAmerican Funding LL.C, whigh includes
MEC, cash, and cash equivalents totaled $10 milllon as of the same date.) in addition, the company has g $645 million

https ://www creditportal. ratingsdirect.com/spd/showArticlePage.do?rand=Ay7bTueoycésid=713604&sind...
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unsecured revolving credit facility available through July 2012, which falls to $530 million July 2013, and a $250 million
unsecured facllity expiring in Ociober 2009. {The ong-year revolver has an interest rate that is linked to LIBOR plus &

perceantage of a credit derivative index but is subject to minimum and maximum LIBOR rates, thus reasonably collaring
the irnterest rate risk that the company could be exposed to on the instrument.}

REVISED WPD-8.3

Both facilities support MEC's commercial paper program as welt as $195 million in variable-rate tax-exempt bong
obligations. Al yeat-end the company's net liquidity was $257 million, consisting of $8 million in cash, and considering

shart~term borrowing of 8457 million and considering the tax-exempt carve-out. MidAmerican Energy Funding's total nat

liquid ity was $262 million, including a $4 million revolver at MHC Inc. MEC has no maturities due between 2009 ang

20114, bt $400 million dus in 2012. Following the March 2008 repayment of $175 million at MidAmerican Funding, MEC

has ro maturities until 2011, whan $200 million is due.

Qutiook

The stable oullook for MEC and MidAmerican Funding LLC is predicated on MEC maneging its feverage down In 2008 to
a level consistent with the rating and close to 53%, which reflacts its average teverage of the last few years. We intend to
reassess the appropriatenass of the stable outlook for MEC as it advances its decision-making oh whether to build up 1o

1,001 MW of wind generafion. This atrategy, if pursued, has the potential to meaningfully add to an already long power
supply portiolio, which appears to be increasingly dependent on wholesale power margins to sustain a regulatory
framework that has worked well for customers and the company 1o date. Downward pressure on the rating could be

realized if we determine that the MEC's projected reliance on wholesale gross margins is inconsistent with its ‘A’ category

rating . Positive rating actions would, at & minimum, require MidArmerican Energy Funding LLC to pay down debt as it
matures, as we view this debt to be serviced by MEC's cash flows,

Tahie 1

MidAmarican Energy Co. « Financial Summary*

Industry Sector: Integrated

Ratir:g history

(Md. 8}
Revenues
Net income from cant. oper.
Fund= from oper. (FFQ)
Capitat expenditures (capex)
Cash and investments
Debt
Preferred stock
Comrnon equity
Tofal capitat

Adjusted ratios
EBIT interest coverage (x)
FFO interest coverage (x)
FFOfdebt (%)

Discrelionary cash flow/debt (%)

Net cash flow/capex (%)
Deb¥/tolat capital (%)

Retur 5 on common equlty (%)
Comreton dividend payout catio {un-adj.) (%)

~Flacal yesr ended Dec. 31--

2008
A-Walch Neg/a-1

47000
343.0
B26.8
15004
9.0
3,737.8
30.0
2,599.0

6,336.8

36
5.5
221
{21.5)
54.7
59.0
12.4

*Fully adjusted {including postretirament obligations)

Table 2

2007
A~Stable/A.1

425840
328.0
582.6
1,320.3
11.0
2,762.2
300
23180

5,070.2

40
48
215
@7.1)
448
54.3
12.6

2006
A-/Stable/A-1

34479
266.7
5292
784.9
2338
2,100
30.3
1.881.1

4,081.2

4.3
5.2
252
{14.4)
60.9
515
115
188

2005
A-IStable/a-1

3,160.3
2213
476.9
694.3
96.3
2009.1
303
1,776.0

37842

4.3
55
217
(12.6)
88.5
53.1
1.3
0.6

2004
A-IStable/A-1

26964
210.5
503.6
832.4
127.6

17212

30.3

15320

3.253.2

45

&5
29.3
{7.3)
79.4
52.9
12.8

0.6

Page 10 of 46
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MidAmaerican Energy Co. - Peer Comparison®
Indisstry Sector: Integrated
--Average of past thrae fiscal yearg--

MidAmerican Alliant Energy OGE Energy Wisconsin Public
Energy Co. Corp. Corp. Service Corp.
Ratirg as of March 31, 2008 A-fStable/A-2  BBE8+/Stable/A-2 BBB+/Stable/A-2 A-iNegativelA.2
(MIL. )
Revenues 4,135.3 349249 3,958.0 1,583.0
Net Income fram cont, oper. 311.9 347.7 233.8 1158
Funds from oper. (FFO) £540.6 881.1 490.8 287.7
Capfial expenditures {capex) 1,204.9 885.0 744.1 269.9
Cash and investments 14.6 453.8 87.7 12.0
Debt 28634 3.225.2 2,030.9 1,211.3
Preferred stock 30.1 1219 - 34.1
Common equity 2,299.4 28442 17272 1,174.7
Totat capital b,182.7 8,069.4 3,758.1 2,386.0
Adfusted atios
EBIT interest coverage (x} 3.8 2.9 4.5 4.0
FFO interest coverags {x) §.2 42 54 5.6
FFOsdebt (%) 22.7 214 242 23.8
Discrationary cash flow/deb? (%} (21.5) (8.1) (16.1} {16.1)
Net cash flow/capex (%) 52.4 78.6 4.2 72.1
} Dshtsiotal capitai (%) 55.6 53.1 54.0 50.8
Return on common equity (%) 122 11.7 13.8 9.9
Common dividend payout ratio 16.1 438 534 80.7
(un-adj.} (%)

*Fully adjusted {including postretirement obligations)

fahie 3
Reconciliation Of MigAmerican Energy Co. Reporied Amounts With Standard & Poor's Adjusted Amounts [MiL §)*
--Fiscal year ended Dec, 31, 200B-

MidAmericalr Energy C0. reporied amounts
Operating Operating Operating

income income income Cashflow  Cashflow
(before {before {after  Intorest from from Capital
Debt DE&A) D&A) DRA) expense operations operations expenditures
Reparted 33220 863.0 868.0 587.0 142.0 715.0 715.0 1.471.0
Stardard &
Foor's
adjLastments
Opermting leases 133.3 17.5 6.0 6.0 6.0 11.5 11,5 54.4
Postretirement 1784 (5.0 (5.0 {5.0) - (7.2} (7.2} -
benefit
obligations
Accrieed interest 44.0 - - - -~ - - -
not inciuded in
reported debt
Capitalized - - - - 16.0 {16.0) (156.0) (16.0)
interest
FPower puichase 325 i6.4 184 1.7 1.7 14.6 4.6 -
| agreements
Asset retiremant 26.7 11.0 1.0 1.0 11.0 (11.1) (11.1) -

https:z/www.creditportal.ratingsdirect.com/spd/showArticlePage.do?rand=Ay7bTueoyce&sid=713604&sind...  4/3/2009
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obligsations

Reclassification - -
of nanoperafing

incorng
{expenses)
Rectassification - - -
of working-
capital cash flow
changes
Tota! 416.8 39.9 284
adjustmenis
Standard &
Poors adjusted
amounts
Operating
Income
{before
Debt D&A) EBITDA
Adjusted 3,737.8 807 .9 B96.4

28.0 -
42.8 34.8
Interast

EBIT expenze
628.8 176.8

REVISED WPD-8.3
Page 12 of 46

- 120.0 -
&1 111.8 384

Cash flow
from Funds from Capital
operations  operations expenditures
706.5 826.9 14,5094

‘Mid-American Energy Co. reporied amounts shown are taken from the company's financial statements but might include
adjustments made by dala previders or reclassifications made by Standard & Poor's analysts. Please note that two reported
amotsms {operating income before D&A and cash flow from operations) are used to derlve maore than one Standard & Poor's-
adjusted amount {operating income beforg D&A and EBITDA, and cash flow from operations and funds from operations,
resp&ctively}, Consequenlly, the first section in some tables may feature duplicate descriptions and amounts.

Ratings Detail (As Of 02-Apr-2009)°
MidAmerican Energy Co.

) Corporate Credit Rating

- Commercial Paper

Loeal Currency
Preferred Stock {1 Issus)

Sendor. Unsecured (9 Issues)
Seniar Linsecured (2 issues)
Corporate Credit Ratings History
27-Mar-2009

18-Sep-2008
26-Jui-2004

Related Entities

CE Casecnan Water antd Energy Co. Ine.
Sentor Secured {1 lssue)

GE Electric UK. Funding Co.
Issuer Credit Rating

Senior Ungecured {1 Issue)

CE Gleneration LLC

Senior Secured {1 Issue)

Cordivva Energy Go. LLC

Senior Secured {1 ssue)
lowa-lifincis Gas & Electric Co
Senior Unsecured {5 Issues)

Karr: River Gas Transmission Co.
Senitr Secured (2 Issuas)
MidAmarican Epergy Holdings Co.
Issuexr Credit Rating

Praferred Stock (2 Issues)

Senlor Unsecured (7 Issues)

https:/www.creditportal. ratingsdirect. com/spd/show ArticlePage.do?rand=Ay 7bTueoyc&sid=713604&sind...

A-/Stable/A-2

A-2
BBB+

A-
AfA2

A-[Stable/A-2
A-fNatch Neg/A-1
A-/Stable/A-1

BB-/Stable

BBB+/Watch Neg/A-2
A/Negative

BB+/Stable

BB/Stable

A-IA-2

A-/Stable

88B+/Stable/--
BEB-

BRB+
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MidAmerican Funding LLC

REVISED WPD-8.3

Sanior Secured {2 Issues) BBB+

Midwest Power Bystems inc.

8Benior Unsecured (1 issue) A-fA-2
Northern Electric Distribution Ltd,

issurer Gredit Rating A-fWalch Neg/--
Senior Unsecured (1 Issue) A

Morthern Electrit Finance PLC

Senior Unsecured (1 Issue} AlNegative

Korthern Elactric PLC
Issuier Cregit Rating

BBB+/Watch Neg/A-2

Senior Linsecurad (1 lasue) A-
Northern Natural Gas Ce.
Issuer Cradit Rating A/Stable/--
Senior Unsecured (5 Issues) A
PacliiCorp
Issuer Credil Rating A-IStabla/A-2
Cornmergial Paper

Local Currency A-2
Prefarred Stock (1 Issue) BEB
Senior Secured {43 Issuss) A
Senior Secured {7 Issues) A/Negative
Senior Secured {4 Issues) AA-fWatch Dev
Sanior Ungecured {1 tssue) A-
Senior Unsecured (3 Issues) ArtA-2
Senior Unsecured (2 Issues) AA-Watch Dev
Salton Sea Funding Cormp.
Serior Secured (3 |ssues) BBB-/Stable
Utah Power & Light Co.
Senior Secured (1 Issue) AAA/Watch Neg
Yorkshire Electricity Distribution PLC
lssuer Credit Rating A-fWatch Neg/A-2
Senior Unsecurad (1 1ssug) A-/Watch Neg
Senlor Unsecured (1 Issue) A/Negative
Yorkghire Electricity Group PLC
lssuer Credit Rating BBB+Watch Neg/—

Yorkshire Power Group Lid.
issuer Cradit Rating
Senior Unsecured {1 lssue)

BBB-+Watch Neg/A-2
BBS+/Watch Neg

*Uniless otherwise noted, ai ratings in this report are giobal scale ratings. Standard & Poor's credit ratings
on the global scale are cornparable across countries. Standard & Pcor's credit ratings on a national scale
are relafive to obfigors or ohiigations within that specific country.

Primary Crodit Analyst:  Anne Selting, San Francisco (1) 415-371-6009;
anne_sefling@standardandpoors.com

Analyticservices provided by Standard & Poor's Ratings Services {Ratings Services) are the result of separate aclivities designed to
preserve the independence and objectivity of ratings opinions, The credit ratings and observations contained herein are sotely
staternents of opinion and niof statements of fact or recommendations fo purchase, hold, or sell any secuities or make any other
investment decisions, Accordingly, any user of the informziion contained herein should not rety on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions

! of Standard & Poor's may have information that is not available to Ratings Services. Standard & Poor's has established policies and

procedures 1o maintain the confidentiality of non-public infarmation received during the ralings process.
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Ratmgs Servicas retaives compensation for its ratings. Such compensation is normaliy paid either by the issuers of such securities
or third pariies participating in marketing the securities, While Standard & Poor's reserves the right to disseminate the rahng. it
receives no prymant for doing se, except for subscriptions o its publications. Addltional information about our ratings fees is
available al www.standardandpoors.com/usratingsfoes.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual ta whom they
have been assigned. No sharing of passwords/user IDs and no simultaneous access via the same passwordfuser 1D is permitted.
To reprint, transiate, or use the data or information other than as provided hesein, contact Client Services, 55 Water Street, New
York, NY 10041, (1)212.438.7280 or by e-mall to: research_request@standardandpoors.com.

Re:

Copyright & 2009 Standard & Poor's, a division of The McGraw-Hm Companies. All Ri

GrawHill Comporney
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Key Indicators

{1]
MidAmerican Energy Company

ACTUALS

{CFO Pra-W/C + Interest) / Interest Expense [2]

{CFO Pre-W/C) ! Debt [2]

{CFO Pre-W/C - Dividends) / Debt [2][3]
(CFO Pre-W/C - Dividends) / Capex [2][3}
Debt / Book Capitalization

EBITA Margin %

Moody's Rating
Stable

A2

(P)A1

A2

A2
{PIA3
Baat
P-1

Stable
Aaaz
P-1

Stable
Baai
Baal

{P)Baa3

Phone
212.553.3853
212.553.3837

LTM 6/30/08
5.3x

23.4%
23.4%
58.0%
48.3%
13.5%
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Global Credit Research
Credit Opinion
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Save as PDF

2007 2006 2005

5.3x 57T 6.2x
22.1% 273% 28.1%
Z20% 248% 281%
4T.0% 66.1% 70.9%
49.4% 451% 43.6%
14.1% 14.7% 14.2%

[11 All ratios are caiculated using Moody's Btandard Adjustments. [2] CFO pre-W/C, which is also seferred 1o as
FFO in the Global Regulated Electric Utilites Rating Methodology, is equal to net cash flow from operations less
net changes in working capital items. [3] CFO pre-W/C-Dividends, is also referred fo as retained cash flow ("RCF")
in the Globat Regulated Ejectris Utilities Rating Methodology.

Note: For definitions of Moody's most common ratio termns please see the accompanying User's Guidg.
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Opinion

Corporate Profile

MidAmerican Energy Campany (MEC: A2 senior unsecured, stable outlook} is a vertically integrated electric and
naturai gas utliity headquartered In Des Moines, lowa. As a regulated utllity, MEC distributes electricity and naturat
gas to retail customers in fowa and portions of illinois, South Dakota and Nebraska. The company alsc engages in
non-regulated marketing of electricity and gas in lllinois, Michigan, Maryland, South Dakote and Nebraska, MEC is
a direct wholly owned subsidiary of MidAmerican Funding LLC (MF: A3 senior unsecured, stable outlook), which is
in turn owned by MidAmerican Energy Holdings Company (MEHC: Baa1 senior unsecured, stable outiook). MEHC
is & consolidated subsidiary of Berkshire Hathaway Inc. (BRK: Aaa issuer Rating, stable outiook).

Recent Events

On September 18, 2008, MEC's parent MEHC announced that it had reached a tentative agreement to acquire all
of the outstanding shares of Constellation Energy Group, inc. {Constellation: Baa2 senlor unsecured, under review
far possible downgrada) for cash consideration of $26.50 per share, or approximately $4.7 billion. The agreement
was finalized upon the close of business Fridey September 19, 2008, The companies anticipate the transaction
could close within nine months and is subjett to sharsholder and regulatory approvals. The propesed acquisition
will be funded via & capital contribution from BRK and is not anficipated to have any impact on the ratings or
ouffook of MEHC or MEC.

Rating Rationale

MEC's AZ rating for its senior unsecured obligations is driven by the stability of its regulated cash fiows, the
generally constructive regulatory environment in which it operates, financial credit metrics that are within the
ranges demenstrated by U.S. integrated electric ulilities rated A, and its position as an indirect subsidiary of
MEHC. The rating also considers MEC's significant ongoing investment program n new generation sources,
Including coal and wind, in light of its supportive regulatory environment and balanced financing plan.

The A3 senior unsecurad rafing of MF reflects its struciural subordination to the obligations of MEC. Given that MF
is an intermediate hoiding company its primary source of funds is cash up-streamed from MEC.

The most important drivers of MEC and MF's ratings and outiook are as follows:
Reasonably Supporiive Regulatory Environment

The vast majority of MEC's operations are regulated. In 2007, approximately 94% of MEC's gross margin was
generated by regulated activities, which i3 slightly lower than the 97% contribution in 2006. The increase in MEC's
non-reguiated groas margin is due-mainly to an increase in non-regulated retsil electric sales volumes in liinais,
which as of January 1, 2007 became fully competitive. The ratings of MEC and MF acknowledge the relative
stability and predictability of cash flows associated with its primarily regulated operations. The ratings also
recognize the relatively constructive regulatory snvirpnments in which MEC operates.

MEC's primary utility operations are in iowa, a jurdsdiction that Moody’'s considers above average in the L.S. In
terms of regulatory framework, development, consistency and predictabifity of decisions and timely recovery of
costs. In 2007 approximately 80% of MEC's regulated electric and 77% of its regulated gas revenues were
generated In lowa, approximately 10% of electric and 12% of gas revenues were generated in lilinois, with the
balance primarily coming from South Dakata.

in lowa, MEC will confinue fo operate under an electric base rate stabifity plan through 2043. The stability plan
includes an eamings-sharing mechanism that ailows the company fo retain 100% of its eamings if its ROE is lowar
than 11.75%, but requires that when eamings are in the range of 11.75% - 14% a progressively increasing portion
is retained as a regulatory liabllity and used 1o offset the allowance for funds used during construction (AFUDC)
and captial costs for new generation projects. The sharing mechanism is designed 1o reduce the need for rate
increases that would otherwise be necessary o recover the costs associated with MEC's significant capital
expenditure program. Revenue sharing has occurred In each of the past seven years with a total sharing-of $320
million as of December 2007. The rate stability plan, which was originally Implemented in 1937, also eliminated
adjiustment clauses for recovery of fue! and purchased power costs. The absence of & fuel pass through
mechanism is a particular credit and liquidity concern In a period of riging costs; however, this risk is mitigated to a
degree by MEC's predominately low-cost base Ipad portfolic, and MEC's ability to request a base rate increase i
its ROE falls below 10%.

httb:fwww.moodvs.com/moodvs/enst/rasearchMDCdace/2 1 720N200NMNANAIRTRT aenPra 17/ TANNE
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In additior to the base rate mechanisms established in the rafe stabilify plan, MEC is also allowed to seek lowa
Uitilities Board (IUB) approval prior to construction of new base-load facilities greater than 300 MWs, combined-
cycle plants, and alternative energy production facilities. For these facilities, the [UB-may authorize a rate of return
that is different than the retumn the iiility is permitted lo eam on existing generation assets. In past decisions, the
{UB has approved ROESs that appear slightly above prevailing industry averages which Moody's considers to be
supportive of ongoing caplital investments. For example: MEC was aliowed a 12.29% ROE on 478 MWs of the
coal-fired Watlter Scott, Jr. Energy Cenler Unit 4 completed in June 2007 and the 1UB approved a settiarnent on
August 27, 2008 that established an 11.70% ROE for MEC's planned 53 MW of new wind gesneration, which is
similar to the sattlements for 540 MWs of incremental wind generation approved in July 2007,

In its regulated gas business (16% of 2007 gress margin}, as long as MEC follows prudent procurement practices,

" the utlfity is allowed to recover the cost of gas from all of iis regulated customers through purchased gas

adjustment clauses. In lowa and South Dakota, which combined represented 88% of 2007 regulated gas revenue,
MEC cperates under an Incentive supply procurement program that measures its actual cost of gas versus a
benchmark reference price and, subject to certain tolerance bands and caps, shares a portion of the "savings" or
“axcess costs” with customers.

Wall Diversified Generation Portfolio

MEC benefits from Hs predominately low-vost base-load generation portfolio, At the end of 2007, installed
generation of 5,744 MWs included 3,300 MWs of coal-fired generation, 435 MWs of nuclear, 661 MWs of wind,
and 1,340 MWs of gas/oli-fired. During the first half of 2008, MEC added 87 MW of new wind capacity and plans to
add an additionai 538 MW of wind capacity in the second half of 2008. Approximately 80% of the energy supplied
by MEC-owned facilities in 2007 was from nuclear and coal-fired capacity.

Significant Construction Program Nearing Completion

In 2007, MEC completed construction of the Walter Scott, Jr. Unit 4 coal-fired power plant which provided 790 MW
of total capacity (471 MEC owned). MEC's total cost for the project was approximaiely $870 miliion, inciuding
fransmission and AFUDC. Also in 2007, MEC spent approximately $580 million on new wind capaclty, For 2008,
the ufility has indicated it plans 1o spend an additional $1 billion on wind generation as it seeke to diversify its
generation portfolio. As noted above, MEC has received what appears to be reasonable regulatory treatment for
recovery of these incremental investments. MEC has also used a balanced approach toward the financing of these
expenditures. Afthough the utility hes issued a total of approximately $1 billion of new long-term debt in 2007 and
2008, it has also not paid significant dividends 1o its pairent since 2003 when it implemenled its significant capita!
expenditure program. Beyond 2008, we anticipate & significant reduction in MEC' capital expenditures as it will
have essentially completed its current generation build-out program.

Financial Metrics

Although operating margins for MEC have been decreasing in light of dsing fuel costs and debt has increasad as &
result of significant capital expenditures, its cash flow metrics remain In line with those of integrated electric
companias operating in the U.S. rated in the mid A rating range with medium business risk according to the
Moody's Rating Methodology for Global Regulated Electric Utilities. For example, over the last three ysars, MEC's
ratio of cash from operations before changes in working capital (CFO pre-W/C) to Debt, adjusted in accordance
with Moody's standard analytical adjustments, has been in the rangs of 22-28%. At MF, MEC's direct parerd that
reliss on dividends from MEC to service its debt, the consolidated ratic of CFO pre-W/C 1o Debt has been in the
range of 18-20%. For the twelve months ended June 30, 2008, CFO pre-WIC to Debt was 23.4% at MEC and
18.1% at MF. We anticipate MEC's and MF's financial metrics will improve moderately as its capital expenditures
bagin fo dacline and there will be less need for new debt financing. Beyond 2008, Moody's anticipates MEC's ratio
of (CFO pre-W/C) to Debt to move back above 25% and MF's rafios to move above 22%.

Liquidity Profile

MEC's Prime-1 rating for its short tarm abligations recognizes the utility's overall financiai sirength and refiects the
relatively stable and predictable cash flows provided by its regulated operations.

In 2007, cash flow from operations of $593 million covered approximately 46% of MEC's outlays including $1.3
bifiion jor capital expenditures and $1 milien of dividends fo MF. The cash shortfall was funded with proceeds from
a $400 million senior unsecured debt issuance in June and a $250 million senior unsecurad issuance in July along
with short-ferm borrowings.

For the full year of 2008, capital expenditures are currenily projected to be approximately $1.5 billion including

hitn:warw mondvs com/mandva/lenstfresearchMTICAane/2 10N020NNNNNATRI 1T aen?fira 10T TMNNR



REVISED WPD-8.3
Page 18 of 46

MidAmerican Energy Company Page 4 of 5

" approximately §1 billion for additional wind capacity, which will once again significantly exceed cash fiow from
operations. The cash shortfall is likely to be funded primarily with external sources of cash, including tong and short
ferm debt. In Mareh 2008, MEC issued $350 million of senior unsecured notes.

Beyond 2008, Moody's does not anticipate significant capital Investment projects or external funding requirements
for MEC, as cash from operations is expected {o exceed hase capital expenditures of approximately $300- 400
million per year. Excess cash may be ufilized for the payment of dividends to MF.

MEC's short-term borrowings are supported by & revolving credit agreement that was increased from $500 million
to $850 million in April 2008, The facliity is available through July 2012 after which avaiiability is reduced to $535
million through July 2013. A subsidiary of Lehman Brothers is a lender under the facility so the size of the facility
may be modestly reduced by Lehman's approximate $Smillion commitment. MEC relies upon its revolving credit
agreemsnt for daily liguidity requirements and to backstop its $455 million commercial paper program. The facility
also supports approximately $185 million of MEC's variable rate pullution control revenue obligations. In addition,
in Oclober 2008, MEC entered into a $250 million 364-day bilateral credit facility. The facilities do not contzin any
rating triggers that would cause acceleration or make the facliity unavallable and they do not require any MAC
representation for borrowings. However, the syndicated faeility does contain & rating sensifive pricing grid and a
financial covenant that limits debt to 65% of total caphalization. As of June 30, 2008, MEC's debt to capitalization
ratlo as defined in the agreemant was 53% while availability under the credit facility stood at approximately $530
million,

MEC's liquidity profile is further supported by an equity commiiment agreement, expiring February 28, 2011,
between MEHG, MEC's indirect parent and BRK, MEC’s ultimate parent, under which BRK has committed to
provide up to $3.5 biliion in equity to MEHC, Equity may be requested to fund MEHC's debt ohligations or to
provide capital o MEHC's regulated subsidiaries, including MEC.

MEC has no significant debt maturities until 2012, Since 2000, the company extended the weighted average life of
its debt from approximately 6 years to approximately 15 yaars and reduced the weighied average cost by aver 100
basis points to approximately 5.6%.

MEC does not guarantee the long-term debt of its direct parent holding company, MF whose primary source of
cash is up-streamed dividends from MEC. MF has $175 miifiion of Senior Notes due in March 2008. Repayment is
curranily anticipated to come primarily from dividends up-streamed from MEC. Interest requirements in 2008 are
expected fo be approximately $47 miliion, including $11 million for the Notes maturing in 2000, MF does nat have
its own separate credit facility not can it directly borrow under MEC's credit facility or benefit directly from the $3.5
billion etuity commitment from BRK given that it is not a regulated utiltty.

Despite the expscted conlinuation of negative free cash flow at MEC through 2008, the overall liguidity positicn of
MEC and MF is considered atdequate particularly due to the underiying $3.5 billion equity commitment agreement
with BRE.

Rating Qutlock

The rating outlook is stable for both MF and MEC given the stabllity of MEC's cash flow streams and the support of
the regulatory environment in its service region. It alsc incorporates Moody's expectation that going forward, the
company's capital expenditure program will be significantly smaller and that it will be financed in a manner
consistent with improving its current credit profile,

What Could Change the Rating - Up

The ratings could be upgraded as a result of more favorable regulatory treatment or cost culting measures
resulfing in a significant reduction in leverage such that there would be a sustained improvement in financial credit
metrics as demonistrated, for example, by a ratio of CFO pre-WC to debt, calculated in accordance with Moody's
standard analytical adjustments, being in the range of 30% at MEC and above the mid 20% range at MF.

What Could Change the Rating - Down

The rafings could be adjusted downward If thaere were to be significant increases in MEC's operating tosts or in its
capital expenditure program, or i MEC's planned capital expenditures are funded in @ manner inconsistent with its
current rating level, or if there were to be adverse regulatory rulings which would result in & sustained deterioration
in financia! metrics as demonstrated, for example, by & ratic of CFO pre-WC fo debt falling below 25% at MEC or
below 20% at MF for an extended period.
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600018521
Select Key Ratios for Global Regulated Electric
Utilities .
Rating Aa Ar A A Baz {Basa| Ba Ba
Level of Business Risk WMedium| Low [Medium| Low [Medium|! Low jMedium] Low
CFO pre-WIC to interest () [1] 6 =5 3560 0 2750 240 w5 <«
57
CFO pre-WIC to Debt (%) [1] >80 =22 2230 1222 1325 513 <13 <
CFO pre-W/C - Dividends to Debt (%) [1] »25 =20 1325 920 820 310 <0 <3
Total Debt to Book Capitalization (%) <40 <50 4080 50-75 50-70 60-75 »>60 >70

{1] CFO pre-WIC, which is also referred to as FFO in the Giobal Regulated Electric Utilities Rating Methodology, is
equal to net cash fiow from operations iess net changes in working capital items
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(together, "MOODY'S". All rights reserved.
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compensgatory or Ingidental damages whatsaever (inciuding without limitation, fost profits), even if MOODY'S is advised In
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Major Rating Factors

Strengths: Corporate Credit Rating
A constructive regulatory environment in lowa, which provides the
' A-fWatch Ni -1
rompany with about $0% of its regulated retail electric sales and 77% of fWatch Neg/A
Its reguiated reinif gas sakes, based on 2007 resuits;

¢ Good diversity of cash flows from its regulated retail gas and electric
business, with about 78% of 2007 operating income stemming from
regulated electric sales {which includes wholesale sales) and 10% from
regulated naturai-gas sales (the balance is non-regulated operations);

#» State policies that have minimized the regulatoty risk of new
tenstruction, which has aliowed the company to construct wind and coal
generation based on terms authorized in advance; and

# Relative to other Midwest utillties, above-average diversity in ks owned
) generation, with 76% of 2007 generatior from coal, 14% from nuciear,
4% from natural gas, and 6% from wind and hydro. Owned generation
respurces supplied about 748: of wholesate and retall electric supply
requirements In the same year, with fong-term and spot purchases
making up the balance.

Weaknesses:

* The absence of fuel clausas for retali electric operations implies that the utility is at risk for cost escalation in fie!
and purchased power, altkough under Its Iowa rate agreement through 2013 it can flle a rate cage if Its refurm on
equity {(ROE) falls below 2 10% threshold;

& The portion of earnings from non-regulated energy businesses is prowing, In part due to MEC's expansion into
cormpetitive retail electric markets in Illinois. In 2007, non-reguiated businesses contributes 11% of earnings on
cornmon stock, up from 3% in 2006, Year to date through Sept, 30, 2008, non-regulated businesses contributed
9% of earnings on common stock;

* The company is long on coal-fired generation and with the addition of the Walter Scott Ir. 4 coal plant In mid-2007
and 536 MW of new wind projects expected to be added in 2008 the company will be significantly long on
generation for the foreseeable future.

Rationale

The ‘A-' rating on MidAmerican Energy Company (MEC) reflects Its vertically integrated gas and electric utility operations
that benefit from a supportive regulatery environment and geographic and market diversity due to both a gas and electric
service territory for retail customers in muktipte states, MEC's rating also benefits from Its [ow-cost generation fieet that has
bmen augmented in recent years with new coal and wind plant projects, Against these benefits are the challenges the
campany has in managing fuel and purchased power costs, given a cap an wetall mtes in lowa through 2013, The company
rmakes sizable wholesale electric sales out of its surplus generation base, which Introduces incremental commodity price
exposure to cash flows, as does Its smafl but growlng business of providing competitive electric service to customers in
ghates that have deregulated retall electric markets.

rewiCings are aiso tied to Implici and explicit support avajlable to MEC's parent, MidAmerican Energy Holdings (MEHC). MEHC
iz 88% owned by Berkshire Hathaway Inc. {AsA/Stable/a-14); the balance of MEHC Is owned by four individuals, who are
part of MEMC's senior management team or serve on its board. Berkshire has a $3.5 billion equity commitment agreemant
writh MEHC through 2011 that MEHC can unflaterally call upon to support the ratings of MEHC or its regulated subsidiaries,
intiuding MEC, Standard & Poor's Ratings Services views this agreement from a "AAA’ rated entity to grestly reduce the
lileellhood of & default at the utility or its parent.
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The CredlEwatch listing reflects the September announcement by MEHT that it intends to acguire Constellation Energy
Group {(BBB/Waich Dev) for $4.7 bilion. The transaction requires shareholder and regulatory approvals. The shareholder
vote has been scheduled for Dec. 23, 2008, but It is expected that regulatory approval wiil not be in hand before the late

ag, at the sarliest. We view the acquisition as imposing substantialiy greater business risks on parent MEHC. Heretofore,
v Company has built its aperations through acquisitions, but these have been solldly investment-grade companies in the
regulated energy and electric sector. While the Constellation sale includes utliity Baltimore Gas & Electric, this business is
dwarfed by a large merchant and trading business that defines the company. Constellation earned about earned 85% of its
net Income in 2007 from unregulated activities (n 2007. In recent months Constellation's iiquidity position and a general
crisis of confidence amongst counterparties jeopardized Constellation’s axistence and led It into @ merger agreement, with
MEHC,

While Consteflation has announced efforts to exit businesses and de-risk its trading operations, as It currently stands, the
acquisition creates downward pressure on MEHC's ratings due to heightened risks to the husiness and financial profile, White
MEC has In place structural protectons that insulate it from MEHC, the credit quality of the parent is not completely
divorced from that of the subsidiaries. Mereover, with the potential increase In MEHC's scale with the acquisition, the
contingent equity commitment may ap longer be adaguate in size, tenor, and terms to accommotlate the needs of regulated
subsidiaries such as MEC. As result, the MEHC acquisition ceuld have rating Impacts on its subsidiaries, even those that are
properly ring-fanced,

MEC is wholly ownad by MidAmerican Funding LLC through an intermediate company, MHC Inc. MidAmerican Funding
conducts no business other than to manage its debt abligations and own MHC Inc. Company financial statements pravide
consalidated results for MidAmerican Funding and stand-alone financlal results for MEC. While nearly ali of MidAmerican
Funding's operating revenues are from MEC, MHC Inc, alsc operates four small, unregulated companies engaged in various
businesses outside of the energy sector. (These businesses are not material and year to date through Sept. 30 contributed
tess than 0.5% to net income and have assets totaling just $19 million, relative to consolidated assets of $9.4 billion.)

Both Midameritan Funding and MEC have cebt outstanding. As of Sept. 30, 2008, MEC's stand-alone debt, Including current
maturities and preferred stock, was approximately $3.1 blllion, including notes payabie. MidAmerican Funding has an
adiditional 3700 million in ohligations outstanding. Consolidated long-term debt at MEHC was more than $20 blilion as of the
sarme date. (It is importent to note that financial results below are for MEC.)

iserves about 720,000 retall electric and 702,000 natural-gas customers that are principally In Iowa but also extend
nsco portions of llinais and Scuth Dakota (both electric and gas) and Nebraska (gas only). About 90% of MEC's retall
slectric and 77% of its retall gas sales are in Iowa, based on 2007 results. MEC's operations are characterized by modest
customer growth that averages around 19 per year for both electric and gas, cempetitive etectric production costs, and low
Inclustrial user rates.

MEC's most notable credit attribute of late Is the large capital investment it is making to cantinue to bulld on its long
generation position. Its capital program 15 expected to peak at $1.5 blllion in 2008, up from Rz initial estimates of $1.1
bitlion and a larger figure than it spent in 2007 when 1t invested about 41,1 billion In capital mostly devoted to bulld wind
projects and bring online the 790 MW VWwalter Scott Jr. Energy Center in June 2007, (MEC operates the plant and owns 479
MW.,) This year's investments have been fargely for constructing owned wind generation projects, which {s estimated to
account for about $1 billion of Its spend. To date through September, the company has added 87 MW of wind generation; by
year-end It expects to bring on line another 536 MW, If completed as stheduled, MEC will own 1,234 MW of operating wind
projects by year-end.

MEC has resched regulatory settletments te include wind projects in its rate base which addresses beforehand the authorized
return on equity (ROE) for the projects, the revenue sharing mechanisms (discussed beiow) for the projects and other
detalls. As a result, regulatory disallowance or adverse ex-past raternaking is not a cradit risk. More broadly, MEC operates
urader a unique rate agreemant, approved by the lowa Utllities Board, in which MEC has agreed not to reguest a general
Increase in retall electric rates through 2013 unless its Iowa jurisdictional electric ROE falls below 10%. Enually, the lowa
Office of the Consumer Advozstes has agreed not to reguest or support any rate decreases during this time.

This puts MEC at risk {c manage Iits costs, including generation addtions, underneath its current structure. And capital
praojects must be added to MEC's rate base with the provision that thers is no overall increase in ratall customer rates
through 2013, But 8t the same fime, the utifity s permitted to keep a portion of the returns it generates based on its

achieved ROE. For example, if MEC esrns less than 11.75% ROE it keeps 100% tf its margins, but shares increasingly
tar'ger portions with customers at higpher ROE levels. MEC has generated robust ROEs since 2003.

ddition, as part of a stipulation in place through 2010, MEC relles on customer contributions to help fund its capital
inwestment, From 1998 to 2000 MEC provided refunds to its retall electrlc customers stermming from earned ROE that was in
excass of 11,75%. Since 2001 MEC has been aliowed to keep the Incremental cash flow assoclated with any excess earnings
according to the ROE formuta. These excess €amings are used to offset its new generation construction budget, are booked
as a regulatory liabllity on its balance sheet, and have provided cash flows to MEC during Its large capltal program. When
new projects come on line, the rate base i reduced by the amount of the customsr's contribution,
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Wl ith respect 1o MEC's natural-gas aperations, purchased gas clause adjustment meachanisms exist in all jurisdictions. JTowa

and Souti Daiota have an Incentive procurement program in which MEC shares a paortion of savings with customers for gas

procurement costs refative to a refarence price. The program Is in place through October 2010. As a result of these

agljusters, gross margins year to date for the regulated natural-gas business have been in line with 2007, despite sizable
305 In commodity naturai-gas costs.

MEC is long on capadity and energy and wilt be more so by year-end If [ts wind generation goals are raalized. MEC's pet
semmer 2007 accredited capaclty (including capacity purchases and sales) was 5,304 MW agalinst a 2007 peak of 4,249
MAK, On a volumetric basts, In 2007 the company sold nearly 34,000 gigawatt-hours (GWh) of power, of which only 21,000
megawatt-hours, or 52%, was for retal! sales, with the balance soid to wholesale markets. Because MEC's share of the 479
MW new coal plant was not operating untli midyear, In 2008 it Is expected that the portion of sales dedicated to the
wholesale market will increase. While generation statistics are not published guarterly, yesr to date through Sept. 30, 2008,
the company made nearly 27,000 GWh of electric sales, of which 16,000 GWh were needed for retail. The balance, or ahout
40%, was sold into wholesale markets and as such can be considered resigual of retall load requirements, Assuming a
capacity factor of 35% the planned addltion of 536 MW of new wind generation added in 2008 would imply 2009 generation
will be Increased by about another 1,643 GWh per year in 2009, all else equal,

These statistics highlight the increasing reliance the company fias on managing its whoiesale position to achieve credit-
surpportive financlal performance. White load growth will over time reduce the share of wholesaie sales to total sales, the
current economit climate suggests that this will not be a n2ar-term phenomena. The portlon of margin or het Income that
these operations contribute to MEC consolidated results is not disciosed as part of quarterly or annual flings. (While MEC
provides gross margin, operating revenue and earnings by business segment, regutated retail electyic sales are combined
with regulated wholesale eleciric sales, For example, for the nine months ended Sept. 30, the company’s gross marpin from
regulated electric sales Is $856 million, but the component associated with wholesale sales Is not provided.) Histarically
whiolesale sales have provided from B%-10% of MEC's gross margins but are expected 1o grow as a function of the growth
In MEC's long posltian.

We aiso would note that MEC's unregulated businesses, which principally consist of MEC seiling competitive retail electricity
in deregulated markets, alsc expose the company to 8 higher level of commodity risk thar it would face If It pursued a
strictly integrated utifity strategy. Unregulated energy operations have contributed about 9% to MEC consolidated operating
incaome and earnings en common stock.

1d-glone financial performance for MEC remains solid at the current level, although year-to-date results are weaker than
£ 07. Net ingome for the nine months ended Sept, 3¢, 2008, dropped to $265 million relative to $276 mililon for the same
peeriod In 2007, Primary drivers were higher maintenance expense (caused by emergency response and service restoration
raguirements that followed significant sutnmer storms) and by larger Interest expense due to increases in MEC's dabt
outstanding. Traillng 12-month results ended Sept, 30, 2008, are 21% for adjusted funds from operations (FFG) to total
debt, and 4.9x FFO interest coverage. Adjusted leverage ciimbed to nearly 57%. Cash flow results were boosted
scebstantially in the thind quarter by a large increase for deferred taxes ($145 million through Sept. 30, 2008, relative to $13
million for the same period In 2007}, which propped up operating cash flows to $5B1 million, relative to $511 mililor: for the
same period in 2007,

Our ratings reflect that MEC's capital program would put some prassure on MEC financial ratios for 200B. However, we
would not expect MEC to operate at current leverage levels indefinitely, and expect to see over the next few years debt
balances managed back down to closer to the range of 50% fully adjusted.

Changes In epvirpnmental regulations, including federal or state carbonr mandates, could be a significant cast driver for
MEC, however if carbon costs are imposed on the company before 2013, It could utilize its opportunity to file & rate case if
It=. ROE drops below 10%.

shart-term credit factors

The company's liquidity position s solid and its ‘A-1' short-term rating considers the equity commitment of MEHC's ultimate
parent, Serkshire Hathaway, to which it has strang ties. Without these ties, the short-term rating on the cormpany would be
'‘A-2', Berkshire Hathaway's extremely strong liquidity position is assumed to be avallable to MEC via MEHC in the unjikely
event that it could not repay s commercial paper (CP) or other short-term obligations. Explicit support exists vie the equity
commitment agreement betweaen Berkshire Hathaway and MEHC that could be called upon to suppost the liguldity
requirements of MEHC's reguiated subsidiaries, including MEC, However, because Berkshire has up to 180 days to provide
eoritingent equity at the request of MEHC's board, strong intgrnal Bquidity 1s also required to support the short-term rating.

MidAmerican Funding (which includas MEC) cash and cash equivalents totaled $14 million as of Sept. 30, 2008, In addition,
thee company has a $650 million unsecured revolving credit fachity, which was upsized from $500 milion In Apri} 2008.

| However, the Septernber 2008 bankruptey of Lehman 8rothers Bank FSB reduced capacity by $5 miflion to $645 million.
The facility supports $195 million in varlable-rate tax-exempt bond ebligations. Including this carve eut and considering that
as of Sept. 30, short-term borrowing and CF Issuance totaled $235 million; MEC has $215 mitiion in avallable capacity. In
October 2008 the company closed on an additional one-year revoiving credit agreement to support general liquidity needs
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as well as the company's wing generation buildout,
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Midamerican Energy Funding has $173 million of its $700 million debt outstanding due in Mareh 2009, MEC has no
© turities untli 2012, when $400 million Is due,

Table 1

MidAmerican Energy Co. -~ Financial Summary*

Industry Sector: Combe

% —Fiscal year ended Dac, 31--
2007 2006 2005 2004 2003
Rating history A-/Stable/A-1 A-fStebie/A-3 A-/StablefA-1 A-/StablefA-t AfStablefA-1
(ML $)
fRevenues 4,258.0 34479 3,16G.3 2,696.4 2,595.8
Met income frem continuing operations 26.0 2667 221.3 210.5 188.6
Funds from operations (FFQ) 5926 520.2 476.9 503.6 470.2
Capitat expendgitures 1,320.3 7684.9 694.3 632.4 349.9
Cash and short-term bnvestments 119 23.8 96.3 1276 3,2
Lyebt 2,752.2 2,100.1 2,009.1 1,72:.2 1,538.2
Preferred stock 30.0 30.3 30.3 20,3 3.8
Equity 2,318.0 1,981.1 1,775.0 1,532.0 1,269.0
£2ebt and equity 5,070.2 4,081.2 3,784.2 3,253.2 2,808,2
Atjusted ratios

EBIT Interest coverage {x} 4.0 4.3 4.3 4.6 48
FFO int. cov. {x} 4.8 5.2 5.5 6.5 6.3
FFO/dabt (%) 21.5 25.2 23.7 29.3 30.5
Fugeretionary cash flow/debt (%) (27.1) {14.4) (12.6) (7.3) (E.8)
«cash flow / capex (%) 44.8 60.9 68.5 79.4 BO.4
[rabt/debt and equity (%) 54.3 51.5 53.1 52,9 54.8
Reeturn e commen equlty (%) 12.6 11.5 11.3 128 13.0
{=gmmon dividend payout ratio {un-edj.) [%s) 0.0 18.8 D.6 0.6 100.9

*Fully adfusted {Including postratirement obligations).

Table 2

MidAmerican Energy Co, ~~ Peer Comparison*

Industry Sector: Combo

MidAmerican Energy

Alliant Energy

OGE Energy Wisconsin Public Service

Co. carp. Cotp. Corp,
R.ating 8s of Nov. 20, 2008 A-fwatch Net/A-1 BBB-+/Stable/A-2 BBB-+/Positive/A-2 A/BtablefA-2
-Average of past three fisca) yanrs—
M1 %)

Reevenyes 3.622.1 3,358.9 4,583.8 1,495.1
M et income from cont. oper. 2713 2731 211 100.0
Funds from operations (FFO) 532.8 630.4 390.5 224.6
Capizai expendltures 933.1 4832 447.1 316.1
Cash and short-term investments 43.7 406.6 384 9.8
Drebt 2,287.2 3,233.0 1,638.6 1,111.7
Prefarred stock 30,2 121.9 0.0 42.7
Equity 2,024.7 2,665.6 1,490.0 1,076.1
t and equity 4,311.% 5,B98.6 3,148.6 2,187.9

TAdjustad ratios
EBIT interest coverage (%) 4.2 2.7 4.6 EX:}
FFO Int. cov, {x) 5.1 3.9 4.9 4.7
FFQfdebt {%) 23.3 19.5 23.5 20.2
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Discretionary cash flow/debt (%) (18.9} {0.2) (5.4) {17.4)
tdet cash flow [/ capex {%) 55.2 102.7 60.1 43.6
Total debt/debt plus equity (%) 53.0 54.8 52.7 50.8

“urn or common aguity (%) 11.8 9.7 13.9 9.2
wommon dividend payout ratio {un- 6.3 51.1 57.6 89,5
ad].) (%)

*Fully adjustad {including pastretirement obligations).

Table 3

Reconciiiation Of MidAmerican Energy Co. Reported Amounts With Standard B Poor’s Adjusted Amounts (Mil.
5y

—~Fiscal yaar endet Dec. 31, 2007~

MidAmerican Energy Co. reported amounts
‘Cperating Operating

Income income Operating Lash flow Cash flow
(before [bafore income Interest from from Capital
Dabt DRA) DBA) (after DRA) expense operations operations expendituras
Reported 2,557.0 781.0 781.0 513.0 113.0 599.0 599.0 1,288.0
Standard & Poor's adjustmants
Crperating ieases 80.3 14.4 4.5 4.5 4,5 8.9 2.9 40,3
Postretirement 3z 2.0 2.0 2.0 B (8.5) (8.5} -
benefit obligations
Coapitalized Interest - - - - 18.0 (18.0) (18.0) {18.0)
Pawer purchase 46.4 2.8 2.8 2.8 2.8 - - -
agreaments
Asset retirement 20.8 10.0 10,0 10.0 1.0 (5.9) {5.9) -
oblipations
Rechassification of -~ - - 56.0 - -~ - -
woperating
~ame {expenses)
Reclassification of - - -- - -- . -~ 16.0 -
wzDrking-capital
cash fow changes
Total 185.2 29.2 19.3 75.3 353 {22.4) (6.4} 22.3
adjustments
Standard & Poor'z adjusted amounts
Oparating
fncome Cash flow
{bafore Interest from Funds from Capitat
Debt D&A) ERITDA EBIT axpense operations operations expandliiures
Adtjusted 2,752.2 810.2 80G.3 588.3 148.3 576.6 5826 1,320.3

*MidAmerican Energy Co. reported amaunts shown are taien from the company's financial statements but might Include adjustments
rmiade by date providers or rectassifications made by Standard & Poor's analysts, Please note that two raported amounts (operating
Ircome before DA and cash fiow from operations) are used to derive more than one Standard B Poor's-sdjusted amount {operating
iracome before D&A and EBEITDA, and cash fiow from operations and funds from operations, respedtively}. Consequently, the first section
ir: some tables may feature duplicate descriptions and amounts.

Riatings Detall (As Of 26-Nov-2008)"
pfidAmerican Energy Co.

Lorporate Credlt Rating A-fWatrh Neg/a-1
Zommercial Paper
tocal Currency A-1/Watch Neg
Preferred Stock {1 Issue) BBB+/Watch Neg
Zenkor Unsecured (2 Issues) A-A-1
Senior Unsecured (9 Issues) A-/Watch Neg
rporate Credit Ratings History
“18-Sep-2008 ' A-{Watch Neg/A-1
26-Jul-2004 A-/Stable/A-1
P L QBMaraoos - AfStable/a-1 I

Related Entities
MidAmerican Funding L1C
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Senlor Secured {2 Issues) BBB--/Watch Neg
Senior Unsecured (1 Issue} 8BB~+/Watch Neg

_*Uniess atherwise noted, all ratings in this repart are glabal scale ratings. Standard & Poor's credit ratings on the global scale are
wparable across countries. Standard & Poors credit rakings on e national scale sre relative to obligors or abligations within that
cific country,

Analytic services provided by Standard B Ppor's Ratings Services (Ratings Services) are the result of separate activities designed to
preserve the independence and objectivity of ratings opinions. The credit ratings and observations contalned herein dre solely statements
of opinion and not statements of fact or recommendations to purchase, hold, or sell any securities or make any other investment
decisions. Accordingly, sny user oF the information contained hereln should not rely on any credit rating or other oplnicn contained herein
in rrsking any investment decisior:. Ratings are based on Informaticn received by Ratings Services, Other divisions of Standard & Poor's
may have information that Is not avallable to Ratings Services. Standerd & Peor's has established policies and procedures to maintain the
canfidentsllty of non-public information recelved during the ratings process,

Ratings Servires receives compensation for Its ratings. Such compensation [s normally paid either by the issuers of Such securities or third
parties particlpating in marketing the securities. While Standard & Poor's reserves the right to disseminate the rating, It receives no
pay'ment for dolng s, except for subscriptions to its publications. Additisnal information aboub cur ratings fees is avaliable at

www . standardandpoors, com/usratingsfees.

Any Passwords/user [Ds issued by SRP to users are single user-dedicated and may ONLY be used by the Individual to whom thay have
been assigned, No sharing of passwords/user I9s and no simultaneous access via the game passwordfuser 1D 15 permittad. To reprint,
trarslate, or use the data or information other than as provided hereln, contact Chient Services, 55 Water Street, New York, NY 10041; (1}
212.438.9823 or by a-mall to: research_request@standardantdpooss.com.

Privacy Nolica
Copynght & 2008 Standard & Pobt’s, a division of The McGraw-Hill Companies. All Rights Reserved.
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Related Research

« MidAmerican Energy Holdings Co.,
Sept, 2, 2008

» Middmerican Energy Co. end
Midamerican Funding LLC,
Aug. 23, 2007

Profiie

MEC, an indirect wholly owned
subsidiary of MEHC, is a regulated
electric and gas utility serving
approximatety 1.4 million
custorners primarily in lowa,

- lilinois, South Dakota and Nebraska,

Rahng Rationale

Fitch Ratings affirmed the ratings of and Stable Outlook for MidAmerican Energy Co.
{MEC) and MidAmerican Funding, LLC {Funding} on Aug. 13, 2008.

» The ratings affirmation for MEC and Funding reflect the utility’s low business risk
profile, strong credit metrics, low debt leverage and a relatively supportive
regutatory environment in lowa, which is MEC™s largest jurisdiction.

« MEC further benefits from a solid competitive position and stable operating
performance. Funding’s ratings are based on the credit quality of MEC, which is the
primary source of cash flow to service debt obligations, as well as downstream
support and resources fram MEC's principal shareholder, Berkshire Hathaway, Inc.
{BRK, rated ‘AAA’ with a Stable Outlook). Although Funding’s debt is structurally
subordinated to the liabilities and claims of MEC, the dividend stream provided by
MEC’s utility operations are sufficient to support the ‘A-' senfor secured rating.

» Primary rating concems inciude relatively high projected capital expenditures
through 2009, risk of potential cost over-runs and moderate commodity exposure
due to a lack of an electric fuel adjustment clause in lowa and Jlinois. However,
the absence of a fuel clause is mitigated by the company’s long capacity position
and its above 20% reserve margin.

Key Rating Drivers

= Solid credit metrics and strong cash flow generation.

« Constructive regulatory settiements in lowa through 2013.

» High leverage at parent MidAmerican Energy Holdings Co. {(MEHC, rated ‘BRB+'/Stable).

Recent Developments

In 2007, MEC completed 213.5 megawatts (MW) of wind generation in lowa, raising the
total installed wind capacity to 674 MW. The company will continue to develop wind
capacity, with an estimated 611 MW scheduied to come online in 2008. Fitch notes that
the ratemaking principles associated with these projects were approved by the Jowa
Utilities Board (1UB) prior to construction.

Liguidity

MEC has a $650 miltion unsecured revolving credit facility, which is used to primarily
support the company’s 5455 million commercial paper program and its variable-rate
poliution control revenue obligations. The facility matures in July 2013, As of July 15, 2008,
MEC had $196.2 miltion reserved for pollution control revenue bonds (PCRBs) and no
commercial paper outstanding, leaving $453.8 million available. The credit agreement
requires that MEC’s ratio of consolidated debt-te-total capitalization not exceed 65%. MEC's
debt maturities are manageable with no maturities untit 2012, when $400 million becomes

due. Funding's maturities over the next several years include 5175 miltion due in 2009 and
$200 miltion due in 2011,

www.fitchratings.com

September 2, 2008
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Financial Summary — MidAmerican Energy Company
{5 M\, Fiscal Years Ended Dec. 31)

LTH Ended

6/30/08 2007 2006 2005 2004 2003
Fundamental Ratios (x)
Funds from Operations (FFO}/Interest Expense 5.9 5.7 6.3 b.6 7.7 7.3
Lash Flow from Dperations [CFO)/Interest Expense 4.7 5.6 6.3 6.2 7.7 6.8
Debt/FFO 4.0 42 3.3 13 27 5
Operating EBIT/ Interest Expense i.6 3.9 4.0 4.3 4.6 1.9
Operating EBITDA/Interest Expanse 5.5 6.0 6.0 7.3 8.0 B
Debt/Operating EBITDA 3.5 3.3 246 2.5 2.3 1.8
Comimbn Bividend Payout (%} 0.3 0.2 19.3 0.5 0.5 16,1
Internal Cash/Capitat Expenditures (%) 45.6 46.1 66.4 65.4 81.6 N4
Capftal Expenditures/Depreciation (¥} 441,9 484.3 279.2 163.8 241.5 126.1
Prafitability
Adjusted Revenues 4,504 4,258 3,448 3,160 2,896 2,595
Net Revenues 1,557 1,519 1,265 1,303 1,275 1,261
Dperating and Maintenance Expense 634 620 558 539 556 513
Operating EBITDA 805 781 694 650 621 450
Deprecistion and Amortization Expense 272 268 74 268 65 80
Operating EBIT 533 13 420 382 356 370
Gross interest Expense 147 131 105 89 78 76
Net income for Common 326 315 265 o 09 187
Operating Maintenance Expense ¥ of Net Revenues 40.72 4.8 40.9 41.4 436 40.7
Operating EBIT % of Net Revenues 4.3 33.8 30.8 29.3 7.9 29.3
Cash Flow
Cash Flow from Operations 549 59¢ 559 463 523 441
Change n Working Capital {164} (16) 5 {35) 4 {36)
Funds from Operations 713 615 554 498 519 477
Dividends [T} {1) (51} (1} 1) (189}
Capital Expenditures (1,202) 11,298) {765} {707} [640) {353)
Free Cash Flow (654} (700) {267} (243} [118) (t01)
Net Other Investrent Cash Flow 3 9 16 18 —_ 13
Net Change in Debt 347 730 186 206 244 63
Net Change in Equity —_ —_— _— — ) —
Capital Structure
Short-Term Debt —_ B6 - — — 48
Long-Term Debt 2,B19 479 1,822 1,632 1,423 1,128
Total Debt 2,81% 2,565 1,822 1,632 1,423 1,176
Tota Hybrid Equity — 23 3o 30 kil 32
Comman Equity 2,463 2,288 1,951 1,745 1,528 1,319
Total Capital 5,284 4,876 3,803 3,407 2,981 2,527
Total Debt/Totat Capital (%) 53.4 2.6 479 47.9 7.7 46.5
Total Hybrid Equity/Total Capital {%) — 0.5 ¢.8 0.9 1.0 13
Common Equity/Total Capital (%} 4.7 469 51.3 51.2 51.3 522

LM - Latest 12 manths, Operaking EBIT — Operating income before total reported state and federal income tax expense. Operating EBITDA - Dperating income before
total reperted state.and faderal income tax expense pius depreciation and amorzization expense. Note: Numbers may not add due to rounding. Long-term debt inciudes
trust preterred securities.

Source: Company reports, Fitch Ratings.

% © 208 by Fitch, Inc., Fitch Ratings Ld. and Its subsidiaries. One State Street Plaza, NY, HY 10004,
Telephone: 1.800-753-4624, {212] 908-0500. Fax: (212) 480-4435. Reproduction or retmnamission in whole or i part is prohibited except by
permussion. All rights reserved. Al of the information containec herein has been oblzined from sources whick Fitch belisves 2re relisble, bot
Fitch does noc verify the truth or accuracy of the information. The information n this report s provided “as ic” without any representation or
warranity of any kind. A Filch rating i an opinien 83 to the creditworthiness of a secirity, nat a recommendation to buy, sl o holdt any securfy.,

2 MidAamerican Energy Co. and MidAmerican Funding LLC  September 2, 2008
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Key indicators

[1]

MidAmerican Energy Haldings Co.

ACTUALS

{CFO Pre-WiC + Interest) / Interest Expense [2]

(CEO Pre-WiC) / Debt [2]

(CFO Pre-W/G - Dividends) / Debt [2][3]
(CFO Pre-W/C - Dividends) / Capex {2][3]

Debt/ Book Capitalization
EBITA Margin %

Mocdy's Rating
Stable

Baat

Baa1

(P}Baa3

Stable
Aaa
P-1

Stable
A3

Stable
A3

Phone
212.553.3863
212.553.3837

LTM &/30/08
3.1x

13.4%
13.4%
79.2%
§9.8%
22.0%
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Save as PDF

2007 2008 2005
28x  29x 2.5x
11.9% 11.5% 10.9%
11.8% 11.5% 10.9%
69.5% 829% 107.8%
61.6% 62.6% 71.6%
24.0% 24.5% 23.7%

[1] All ratios are calcuiated using Moody's Standard Adjustments. [2] CFO pre-W/C, which is also referred to as
FFO in the Global Regulated Electric Utilities Rating Methodology, is equal to net cash flow from operations less
net changes in working capital items, [3] CFO pre-W/C-Dividends, is also referred to as retained cash flow {*RCF")
in the Global Regulated Electric Utilities Rating Methodology.

Nole: For definitions of Moody's most common ralio terms please see the accompanying User's Guide.

Opinion

htto:/fwww.moodys.com/moodvs/eust/researchMDCdoes/21/2002300000428231 asn?Mra... 10/17/2008
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Corporate Profile

MidAmerican Energy Holdings Company {MEHC: Baa1 senior unsecured, stable outiook) is a privately-owned
global provider of energy sarvices based in Des Moines, lowa. MEHC is a holding company owing subsidiares that
are principally angaged in generating, fransmitting, storing, disiributing and supplying energy, The company's
operations are organized in eight platforms: PacifiCorp (Baat senier unsecured, stable outiook) - an electric utifity
company in the Western United States; MidAmerican Funding (A3 senior unsecured, stable outlook), parent of
MidAmerican Energy (MEC: A2 senior unsecured, stable outiook) - 8 combined electric and natural gas uiiiity
company in the Midwestern United States; Northern Natural Gas (NNG: A2 senior unsecured, stable outiook) and
Kern River (A3 seniar unsecured, stable outlook) - two regulated naiural gas interstate pipeline companies in the
United States; CE Efectric UK (Baa? senior unsecured, stable outlook), which includes Northern Electric {A3 senior
unsesured, stable outlook) and Yorkshire Electricity (A3 senior unsecurad, stable outlock) - two electricity
distribufion companies in the UK; CalEnergy Generation, Domestic - owning interests in independent power
projects in the United Stales; CalEnergy Generation, Foreign - owning a majority inierest in the Casscnan project
in the Philippines; and HomeServices (unrated) - the second largest residential real estate brokerage firm in the
United States. MEHC is a consolidated subsidiary of Berkshire Hathaway Inc. (BRK: Aaa Issuer Rating, stable
outtook).

Recent Events

On Seplember 18, 2008, MEHC anncunced that it had reached a tentative agreement to acquire all of the
outstanding shares of Consteliation Energy Group, Inc. (Constellation: Baa2 senior unsecured, under review for
possible downgrade) for cash consideration of $26.50 per share, or approximately $4.7 billion. The agresment was
finalized upon the close of business Friday September 19, 2008, with MEHC subsequently purchasing $1 billlon of
convertible preferred shares of Constellation. Funding for the investment was provided via a capital contribution
from BRK. The transaction is subject to sharsholder as weall as federal and state reguiatory approvals; the
companies anticipate the transaction could ciose within nine months.

The pending acquisition is nol currently expected to have any impact on the rating or autlook of MEHC. Funding for
the transaction Is being provided via capiial contributions from BRK; as a result, MEHC will not incur any additional
third party debt. Although the business risk profile of CEG is significantly higher than MidAmerican's other primarily
regutated operations, its cash fiows, sourced largely from well-positicned base load generation, have historically
been refatively strong. |n addition, Moody's understands that MEMC intends to cantinue to pursue the sk

reduciion stralegies recently outlined by CEG management, such as the sale of non-core assats and a reduction in
trading activity.

On September 28, 2008 MEHC eniered into an agreement {o acquire an approximate 10% interast in BYD
Copmpany Limited (BYD), & limited liability company incarporated in the Peoples Republic of China. BYD is a
manufacturer of rechargeable batteries, auto parts and sutomobiles, The investment will be made via the purchase
of 228,000,000 of BYD's publicly traded K shares (HKEx Stook Code 1211) at a price of HK $8.00, or
approximately $23¢ million. Funding for the acquisition will be provided via 8 common equity contributlon from
BRK. BRK is reported to be interested in BYD's work on light weight batteries and plug-in hybrid vehicles. The
investment Is subject to BYD shareholder and Chinese regulatory approvals and is anlicipated to close prior to
year-end. Over the meadium term, BYD is not expected to meaningfully contribute to, or detract from, the financial
performance or cash flows of MEHC., The investmeni is not currently expected fo have ary impact on the rating or
outiook of MEHC.

Rating Rationale

The rating and outiook for MEHC are driven by the relatively stable cash flows provided by its numerous, primarily
regulated subsidiaries, the constructive regulatory environments in which its subsidisries operate, and the
diversification of its businesses and generation portfolio, MEHC's financial credit metrics are generally below the
ranges damonstrated by U.S. integrated slectric utllity hokling companies rated Baa; however, this is mitigated by
its significant diversity and its position as a subsidiary of BRK. The rating alse considars MEHC's pians for
significant capital investments primarily af its U.8, utility subsidiaries PacifiCorp and MEC. The stable ouflook
incorporates Moody's expectation that MEHC's capital expenditures will be financed in a manner that is consistent
with ite current credit profile, that MEMC will manage its regulatory relationships in a manner that continues to be
supporiive of cradit quality, and that MEMC will generally maintain its current business risk profile.

The most important drivers of MEHC's rating and outiook are as follows:

Supportive Regulatory Environment

httunc fuenarerr mnmadrsn anemafonandunfanatlesnanenh A ATV A as 1T AOONODNAKINNATICYD T ana 1N IMANe
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MEHC's Baa1 rating for its senior unsecured obligations recognlzes that the majority of ifts businesses are
regulated, and acknowledges the relative stability and predictability of cash flows associated with these operations.
n 2007, over 90% of MEHC's eamings before interest and taxes (EBITDA) was generated by subsidiaries that are
almost entirely regulated. The regulated contribution in 2008 is expected to be comparabis to 2007,

Over 50% of MEHC's 2007 and 20058 projected EBITDA is generated by its two U.S. electric utilities that operate
primarily in lowa, Utah and Oregon, which Moody's considers either above average or average as compared to
U.8. state reguiatory jurisdictions in terms of predictabllity of declsions and expectation of timely recovery of costs
and investments. MEHC's U.S. pipeline subsidiarias (17% of projected 2008 EBITDA), and its UK electric utilities
{19% of projected 2008 EBITDA) are each regulated by national reguiatory bodies. Moody's considers national
regulation to generally be more supportive of cradit quality than state regulation as the regulatory framework is fully
deveioped and there Is a high expectation of timely recovery of costs and investments.

MEHC's U.S. utllity subsidiaries are in the midst of significant capital expenditure programs for generation,
fransmission and envirenmantal compliance. These elevated capial expendilures are expected 1o confinue for at
least the next few years, increasing the need for continued supportive regulatory treatment, in Moody's opinion, the
enhanced cost recovery mechanisms currently available in many of MEHC's service regions provide increased
assurance of the likelihood of timely recovery of, and the ability to earn & return on, the majority of its significant
projects.

Diversity of Operations and Generafion Assets

MEHC operates a globally diverse portfolio of energy businessas located In nine states in the U.S,, the UK and the
Philippines. This divarsification acress regulatory regimes and business units helps to materially insulate the
company from isolated instances of unfavorable regulatory rulings and earnings volatility associated with weather
thanges, customer growth and regional economic contditions. Historically, the company's cash flows have
demonstrated a low corelation amongst one another and against macroeconomic vatiables. Additionally, MEHC's
portfolio of approximately 17,000 MW of generating assets operating or under construction is sufficiently diversified
in terms of fus! source including coal (856%), gas (22%), wind (11%), hydro (B%), nuctear (3%), and biomass (19}
with a-concentrafion on low-cost base-ioad coal generation to support its compefitive market position. MEHC's
recent portfolio additions have included & significant amount of wind resources, including approximately 923 MW
under development at the end of 2007,

MEHC's pending acquisition of Constellation wouid further diversify its generation portfolio. Constellation awns
approximately 8,700 MW of non-regulated generating capacity located primarily in the Mid-Atlantic region that
includes a significant amount of base-load coal and nuclear generation. Approximately 3,870 MW of Constellation's
generating portfolio is comprised of nuclear assets, over half of which are jocated in New Yori that sell power
under power purchase agreemenis.

Subsidiary Retationship

The tating for MEHC also reflects the implicit and explicit support provided by its largest sharehoider, BRK. In
March 2008, in conjunction with MEHC's acquisition of PacifiCorp, BRK committed $3.5 billion In contfingent equity
capital to MEHC that MEHC may request to elther: i} pay MEHC's debt obligations coming due, or i) provide
capital to MEMC's existing regulated subsidiaries. The equity commitment agreement which expires on February
28, 2011 is not intended for mergers and acquisitions. Whike BRK is a recognized strategic partner and an
important provider of fong term capital resources for MEHC, the company élso serves as an investment vehicte far
BRK in the energy seclor. The acquisition of PacifiCorp for approximately $5.1 billion in cash plus assumed debt,
in which BRK infused approximately $3.4 billion of equity into MEHC, is a demonstration of BRK's strategy fo
deploy sizeable energy sector investments through MEHC, as well as its willingness to provide further support via
the $3.5 billion contingent eguity commitrment agreement for those investments. More recently, in September 2008,
MEHC entared info an agreement to acquire Consteltation utilizing initial funds of $1.0 billion to purchase newiy
issued prefamed shares with funds provided entirely via capital contributions from BRK. The stable outlook in part
reflects Moody's expectations thal potential merger and acquisition activities in the future will continue fo be
financed in a manner congistent with MEHC's current business and financial credit risk profile.

FINANCIAL METRICS

Current and projected credlt metrics of MEHC are positioned at or below the lower end of the ranges identified in
Moody's Rating Methodology for Global Regulated Electric Uiflities (the Methodology) for companies with medium
business risk rated Baa, and balow those of U.S eleclric utilities rated Baa1, For example, MEHC's ratio of cash
from operations before changes in working capital {CFO pre-W/C) to Debt, adjusted in accordance with Moody's
standard analytical adjustments, has been in the range of 11-13%, whereas the comparable metric for other Baat
rated U.S. integrated ulility holding companies has generally been in the range of 20% or higher; and, the range

htto /v moodvs_comimaondve/enstresearch/MDCdoe=/2 120020000N042R721 aen?ra 1N T7IN0R



e

REVISED WPD-8.3
Page 31 of 46

Mid American Energy Heldings Co. Page 4 of 6

indicated in the Methedology for ufilities rated Bae is 13%-25%. MEHC's interest coverage ratio measured by
{GFO pre-WIC + interest) to Interest has been in the range of 2.5-3.5 imes, while the median for the peer group
has been in the range of 4.0-5.0 times and the Baa range indicated in the methodalogy range Is 2.7 - 5.0 times.
Although MEHC's capital structure improved significandly, as demonstrated by a Debt to Capitalization ratic (as
calculated by Moody's) of approximately 60% at June 30, 2008 as apposed o the 75% ratio registered at the end
of 2004, the company still remains highly leveraged for its rating. in addition, debt at the holding company level
represents approximately 33% of approximatety $20 billion of consolidated total debt.

Approximately 4% of MEHC's fotal debt is held by BRK as trust preferred stock which is included as debt in
Moody's calcuiations of metries for this company. The trust preferred stock held by BRK accrues interest at 11%
per year and, although currently scheduled to be fully amortized by 2012, ils amertization can be deferred at the
optlon of MEHC for up to five years.

Over the next few years, prier to any consideration of the Constellation acquisition, Moady's anlicipates MEHC's
tatio of (CFO pre-WIC) 1o Debt will remair in the range of 13-15% with #s interest coverage ratio in the range of
3.1-3.4 times. We understand that, should the acquisition be approved, Constellation and MEHC intend to continue
1y implement risk reduction strategies that are ilkely to impact future cash flows in addition to reducing business
rigk; however, as a point of reference, for the year-ending Decembar 2007, Constellation's ratio of (CFQ pre-WIC)
io debf was approximately 24%. A simple combination of metrics as of December 2007 would result in & combinad
ratio of (CFO pre-W/C) to debt of approximately 15%.

The two notch difference between MEHC's Baa1 unsecured rating and the lower Baa rating indicated by the range
of its finangial metrics is supported by: the diverse and gecgraphical nature of its regulated businesses which are
situated in strong to average supportive requlatory enviranmenis which also helps 1o insulate the company from
any potential adverse regulatory rulings, and Its strong Hquidity profile, which considers its eguity commitment
agreement with BRK - its Aga rated parent company.

Liquidity Profile

In 2007, consalidaied cash flow from operations of $2.3 billion covered approximately 66% of MEHC's capital
expenditures of approximately $3.5 billion. The cash shortfall was funded with external debt financing. The
significant increase in capital expenditures, from the $1.8 billlon spent in 2006 is primarily a result of investment in
additional generation, fransmission and pollution contral equipment at tts LS. utility subsidiaries, primarily
PacifiCorp. Golng forward, MEHC's is expected to remain free cash flow negative as consoildated capital
expenditures are expecied to remain in the range of $3.5 -$4.0 billion per year while cash flows from operations
are anficipated be in a range of approximately $2.3- $3.0 billion per year. Moody's antitipates the shortfall will
continue 1o be funded primarnily with external long and short term debt at both the subsidiary and parent levels. As
a private company, MEHC is not required 1o make dividend payments on common shares; as such, the company is
able to retain 100% of its earnings, thereby maintaining a relatively balanced capital structure even after
consideration of its significant use of debt financing.

As a holding company, MEHC's primary sowrces of liquidity are dividends received from its operating subsidiaries
and tax deductions from its corporate expenses, primarily interest expense, Over the past few yaars, the majority
of its dividends received have come from the gas pipeline businesses, including Kemn River and NNG. in 2007,
MEHC received approximately $850 million of cash distributions from ite subsidiaries, including approximately
$200 million from Kern River and $240 million from NNG. Dividend distributions from regulated utility subsidiaries,
PacifiCorp and MEC, have been suspended or maintained at minimurn levets due to their high caplial expenditure
programs which we expect will cantinue over the next few years, Moody's anticipates that proceads from
subsidiaries should easily cover MEHC's overhead costs and annual payment for interest expenses and existing
trust preferred dividends of approximately $400-450 million in 2008 and beyond. A portion of the capital contributed
by BRK for MEHC's pending acqulsition of Constaliation is likely to be in the form of additional trust prefered
stock, Moody's anticipates that dividends received from Constellation would be sufficient 1o cover dividend
payments on these securities.

MEHC's parent-level shont-term liquigity needs are supported by a $600 million revolving credit that is available
through July 2011 after which avallablity is reduced to $567 million for the year ending July 2012 and to $494
million for the yaar ending July 2013. A subsidiary of Lehman Brothers is & lender under the facility so the size of
the facllity may be modestly reduced by Lehman's approximate $15 mitlion commilment. The facility does not
cantain rating triggers that would cause acceleration or make the facility unavailable and doss not require MAC
representation for borrowings. However, the facility does contain & rating sensifive pricing grid and a financial
covenant that fimits debt to 70% of total capitalization. As of June 30, 2008, MEHC's debt! to capitalization ratio as
defined in the agreement was 62.7%, and the company had approximately $44 million of [efters of credit
outstanding reducing its availability under the credit facilty, as of June 30, 2008, to $556 million.
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MEHC refinanced the $1 billion of parent-leve! debt due in 2008 in August 2007. MEHC's next parent leve!
maturity, exclusive of amortization of the trust preferred securities, is $500 million of senior notes due in 2012.

As noted above, MEHC's liquidity is supplemented by an equity commitment agreement with BRK whereby BRK
has committed to provide up to $3.5 billion in equity 1o MEHC if requested o fund MEHC's debt obligations coming
due or to fund cther capital requirements of MEHC's regulated subsidiaries. The existence of ihe BRK equity
agreement clearly provides an important backstop o MEHC's overall liquidity.

Rating Outlook

The stable cutiook for MEHC reflects our expectation of refativaly stable cagh flows generated by its primarily
regulatad operations; the significant diversification of its operations, regulatory regimes, ang generalion portfolio
which materially insulates the company from adverse regulatory outcomes or commodily price changes; its ssrong
liquidity profile and an expeciation that MEHC will generally maintain its current tevel of business risk.

What Could Change the Rating - Up

The ralings could be upgraded if there is a significant improvemant in cash flows or a reduction in leverage that
would generate an improvement in its credit metrics as demanstrated for example, at MEHC's current lower level
of business risk, by a ratio of CFC pre-WC to Dehs, celculated in accordance with Moody's standard analytical
adjustments, being in the range of 16-19% on a sustainable basis,

What Could Change the Rating - Down

The ratings could be adjusted downward If there were to be significant increases in the costs of either operations at
MEHNC's subsidiaries or for their capital expenditure programs; if there were to be a material sustained increase in
overall business risk without a cammensurate strengthening of financial poesition; if capital expenditures or
acquisitions are funded in 8 manner inconsistent with MEHC's current financial strategy,.ot if there were to be
adverse regulatory ruiings such there would be a deterioration in financial mefrics as demonstrated, for example, at
MEHC's current lower Isvel of business risk, by & ratio of CFO pre-WC to Debt remaining significantly below 13%
for an extended period.

Rating Factors
MidAmerican Energy Holdings Co.

134400

Sslect Key Ratios for Global Regulated Electric

Utllities

Rafing Ag As A A Baa |Baa| Ba Ba
Levgl of Business Risk Medium| Low |Medium| Low |[Medium{ Low |[Medium| Low
CFO pre-W/C to interest {x} [1] »6 >*5 35860 35?; 2750 240 <25 <2
CFQ pre-WIG to Debt (%) {1} »30 »22 22-30 12-22 1325 513 <13 <5
GFO pre-W/C - Dividends to Debt (36) [1] 25 »20 1326 820 820 310 <10 <3
Total Debt to Book Capltalization (%) <40 <50 40.80 BO-76 50-70 60-75 >80 >70

[1] CFO pre-WIC, whish is also referred to as FFO in the Giebal Regulated Electric Utilities Rating Methodology, is
equal to net cash fiow from operations less net changes in working capitel tterns

@ Capyright 2008, Moody's Investors Service, Inc. and/or its licensars including Moody's Assurance Gompany, .
(together, "MOODY'S™, All rights reserved.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY
FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MODDY'S PRIOR WRITTEN CONSENT, All
information contained herain Is obtalned by MOQDY'S from sources bekieved by Jt to be accurate and rellable. Because of the
possibility of human or mechanical error as well as other factors, however, such information Is provided "as Is" without warrankty
af any kind and MOODY'S, in partlcular, makes no representation or warranty, express or impiled, as to the accuracy, tmefiness,
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campleteness, merchantabllity or fitness for any particular purpose of any such information. Under no circumstances shall
MOODY'S have any tlability to any person or entlty for (a} any Inss or damage In whole or In part caused by, resulting from, or
retating to, any error {negiigent or ptherwise) or other cireumstance or contingency within or outside the control of MOODY'S or
any of its directors, officers, employees or agents In connzction with the progurement, collection, compilation, analysis,
Interpretation, communication, publication or detivery of any such information, or {b} any direct, indirect, specid), consequential,
compensatory or incgental damages whatsoever {Including without limitetion, Jost profits}, aven If MOQDY'S is advised In
advance of the possibility of such damages, resulting from the use of or inability to use, any such information, The cregit ratings
and financlal reporting anaiysls observations, If any, constituting part of the information contained herain are, and must be
construed solely as, statements of opinion arnd not statements of fact or recommendations to purchase, seil or hpld any
securities. NO WARRANTY, EXPRESS QR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MRODYS IN ANy FORM OR MANNER WHATSQEVER, Each rating or other opinton must be weighed solely as one factor in any
investment decisicn made by or on behalf of any user of the information contained herein, and each such user must accordingly
make Its own study and evaluation of sach securlty and of each Issuer and guarantar of, and eath provider of credit support for,
eath securlty that It may consider purchastng, heiding or ssfling.

MOQDY'S hereby discloses that most issyers of debt securities {Inciuding corporate and municipal bonds, debentures, nates and
commerclal paper} and preferred stock rated by MOODY'S have, prior to assignment of any rating, agreed to pay to MCODY'S for
appralsel ang rating services rendered by It fees ranging from $1,500 to approximately $2,400,000, Moody's Corporation (MCO}
and its wholly-pwned credlt rating agency subsidiary, Moody's Investors Service (MIS), also maintain policies and procedures to
address the independence of MIS's ratings and rating processes. Information reganding certain affiliations that may exlst
between directors of MCO and rated entities, and batween entities who hold ratings from MIS and have also publicly reported
the SEC an ownership interest In MCO of more than 5%, Is posted annually on Moody's website at www.moodys.com under the
heading “Shareholder Relations - Corporate Governance - Director #nd Sharehotder Affiliatlon Policy.”
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Major Rating Factors

Strengths: Corporate Credit Rating
* The explicit supporr of MidAmerican Energy Holdings Company's (MEHC) BBB+/Stable/~
credit-worthy parent, Berkshire Hathaway Inc. (AAA/Negative/A-1+) in the
form of 2 $3.5 billion contingent equity agreement;
» The significant geographical and operational diversity of MEHC's holdings,
which comprise eight different business platfosms that operate in the U.S,,
UK, and the Philippines;
s Apptoximately 36% of 2008 EBITDA thar is expected to come from
regulated (1.8, utilities (58%), Federal Energy Regulatory
Commission-regulated pipelines {21%}, or UK. electric distribution assets
{17%); and
s Expecrations that as MEHC's subsidiaries complete capital investments,
egpecially ar PacifiCorp and MidAmerican Bnergy Co., the parent will be
able to manape its leverage downward; currently abour 25% of the
company's toral debt outstanding is associated with publicly held parent
debt and trust-preferred debr ontstanding with Berkshire Flathaway,

Weaknesses:

e A financial profiie that, while continuing to achieve modest year-over-year improvements, remains aggressive;

» A sizable portion of future subsidiary distributions that will be relied upon to service MEHC's patent debr will
stem from MidAmerican Energy Co. (MEC), which, in turn, generates a significant portion of its margin from
wholesale electric sales that are subject to volatility;

¢ Asevidenced by the company's bid in 2008 to purchase Constellation Energy Group{BBB/Watch Neg/A-2},
MEHC's furure acquisition strategy may encompass assets outside of regulated energy space;

» MEHC's largest company, PacifiCorp, which contributed about 36% of EBITDA in 2008, is not earning its
authorized return on equity; improving performance will require continued supportive regulatory outcomes,
especially in PacifiCorp’s largest states, Urah and Oregon, which consdrute aboutr 70% of the utiliry's
consolidated operating revenues; and

» The dominance of coal in PacifiCorp's and MEC's peneration portfolios, particularly for the Midwest MEC,
which is long on base load coal and under its rate agreement, has constraints in passing through carbon costs if
they occur before 2014,

Rationale

The 'BBB+' corporate credit rating {CCR) and 'BBB+' senior unsacured debr ratings assigned to MidAmerican
Energy Holdings Co. (MEHC) reflects an ‘excellent’ business profile that is supported by the geographical and
business diversity of the company's predominately regulated energy holdings.

MEHC is privately held, and its majority owner is Berkshire Hathaway (AAA/Stable/A-1+,) which ar year-end 2008

Standard & Poor's RatingsDirect | April 1, 2009 2
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had 2n §7.4% interest in MEHC on an undiluted basis. Remaining common equity is held by Waler Scott {10.9%)
and two members of MEHC's executive management, Chairman of the Board David Sokol (0.7%) and President
and Chief Executive Officer Greg Ahel (1.0%). With nearly $20 billion of debt outstanding ar year-end 2008 and
revenuss that totaled $12.7 billion, MEHC operates eighr separate operating plarforms. The most important of
MEHC’s companies as measured on an EBITDA basis are the electric urility PacifiCorp (A-/Stable/A-2), which serves
six states in the Pacific Northwest, and the electric and natural gas utiliry, MidAmerican Energy Co {A-/Stable/A-2),
which operates predominately in Jowa but zlso serves.markets in [llinois, South Dakota and a small portien of
Nebraska. In terms of MEHC's 2008 EBITDA, PacifiCorp and MidAmerican Energy Co, IMEC) represent 36.0%
and 21.6%, respectively.

MEHC also owns two Federal Energy Regulatory Commission-reguiated interstate narural gas pipelines, Northern
Natura! Gas (A/Stable/--), which serves largely local distriburion companies located in various Midwest markers
including the Twin Ciries, and Kern River Gas Transportation, which provides transportation services to end-user
customers in the southwest and Southern California, (Kern River is rated as a project, with its senior secared notes
rared *A-'.) Northern Mamral Gas and Kern River represent 11.7% and 9.5%, respectively, of 2008 consolidated
EBITDA.

Additionally, MEHC's holdings include a U.K. electric distribution company (CE Electric UK Funding Co;
BBB+/Watch NegfA-2}, which in tuent owns operating companies Northern Electric Distriburion Led. {A-Warch
Neg/--} and Yorkshire Elecericity Distribution PLC (A-/Watch Neg/A-2). CE Eleciric was 17.2% of 2008 MEHC
EBITDA. Smaller holdings consist of project finance assets held by Cal Energy Generation, which owns abourt 1,000
MW of various project generation assets and a residential brokerage firm, HomeServices of America Inc.
Collectively, project power plants and the real estate firm contributed around 4% of EBITDA of MEHC's
consolidated results in 2008, MEHC also has two joint ventures with the American Blectric Power Co. Inc. to
develop transmission assets within and outside the Electric Reliability Council of Texas region. These investments
are called Electric Transmissior: Texas LLC and Electric Transmission American LLC, Neither is consolidated onto
MEHC's the financia} statements, and they are currently not a significant consideration in our credir assessment,

MEHC’s strategy is to grow through acquisitions, utilizing the substantial equity available to it from Berkshire.
MEHC completed the $35.1 billion purchase of PacifiCorp in March 2006 with the proceeds of 2 $3.4 billion
investment by Berkshire in MEHC common stock and $1.7 billion in public debt. In September 2008, MEHC bid o
acquire Constellation for $4.7 billion. The acquisition was terminated several months later when Constellation
elected to pursue an alternative bid by Electricité de France International, a subsidiary of Electricité de France 5.A,

We view MEHC's business profile as 'aggressive', as reflected by its 2008 key credit metrics: adjusted debt to toral
capitalization of 64%, funds from operations (FFO} to interast coverage of 3.1x, and FFO to total debt of 13%.
These metrics would not rypically resuly in MEHC's strong investmene-grade ratings. However, ratings are
suppotted by the existence of a $3.5 billion contingent equity agreement between Berkshire and MEHC. Expiring
Feb. 28, 2011, the agreement commits Berkshire to purchase equity in MEHC at the elecrion of MEHC's board of
directors so long as the proceeds are used o 1) pay when due MEHC debr obligations or 2} fund the general
corporate purposes of MEHC's regulated subsidiaries. The agreement cannot be used to fund MEHC acquisitions,
Berkshire has up to 180 days to fund an MEHC equity request. We would nore that the size of the agreement is
sufficient to fund all maturing debt at MEHC and its regulated subsidiaries that is due between now and its
expiration. We continue to view Berkshire as a strong owner of MEHC, and consider its ability 1o meet any MEHC
call on its equiry as uncompromised. In addition, our parent ratring reflects our expecration that MEHC and

www.standardandpaors.com/ratingsdirect 3
Standard & Poor's, All rights zesrved No feprint or tissemination withous S&8P's parmission. See Terms of Lise/Diseteimar os the lost page. 233300 | 205700085



4 Ay

REVISED WPD-8.3
Page 37 of 46

MidAmerican Energy Holdings Co.

Berkshire will extend the commitment after 2011 if MEHC's financial profile has not improved to the point thar irs
ratings are supported without the equity commitment. Conversely, if the equity commitment is not renewed, at
MEHC's exdsting financial profile we wonld expect to lower the company's credit ratings.

MEHC's parent interest and debt obligations are significant, the result of its use of leverage to fund acquisitions and
support equicy investments in its U.S, utility operations. It has $5.1 billion in public debr outstanding and
approximately 3821 million in trust-preferred instruments as of January 2008. (Standard & Poor's provides the
MidAmerican Capital Trusts, of which $587 million were outstanding as of January 2009, with 100% equity
treatment, and $234 million of the CalEnergy Capiral Trusts with 50% equity reatment.}

While the company's holdings are diversified an a cash flow and EBITDA basis, MEHC looks to some of its
subsidiaries more than others to service its interest obligations, estimated to be in excess of $400 million in 2009.
The largest source of distributions to the cornpany in recent years has been its interstate pipelines, which have been
praducing cash flows in excess of internal needs for funding,

Going forward, interest abligations are projected to be met with continued distributions from MEHC's two
pipelines, and in 2009 will be augmented by the ner cash procesds MEHC receives as part of the Constellation
termination. In January 2009, MEHC was paid $1 billion to redre a loan obligation from Constellation and it has
an estimated 14,8 million shares in Constellation stock that it could sell in exchange for cash.

Other significant sources of cash to meet parent interest is Beckshire, which began including MEHC in its U.S.
federal income tzx return in 2006. Through a tax-sharing agreement between MEHC and Berkshire, MEHC receives
cash payments from Berkshire in most years. Direct distributions from CE Blectric UK Punding Ca. are also limited,
as management has indicared its cash flows will be retained at the company to manage down debe levels. However,
the TLK. company indirectly supports MEHC's obligations throngh a subordinated note obligation between the UK.
company and MEHC's Philippines division of CalEnergy. Beginning in 2009, CE Elecrric is expected to start
repaying the subordinared loan, which will be distributed to MEHC,

MEHC's largest holdings, PacifiCorp and MEC, have been in the midst of large capital programs that have required
retained earnings to be kept at the subsidiary level to offset the effect of additional barrowing. PacifiCorp has a $6.1
billion captial investment progeam from 2009 through 2011, MEC is reaching the end of a period of heavy capital
investment, which has averaged $1.2 billion from 2006 through 2008. In June 2007 it added a fourth coal plant and
it has been investing heavily in wind generation. The company now owns 1,284 MW of wind, most of which has
been built in the last three years. Beginning in 2010, MEC is expected to be a strong source of distriburions if ir does
not elect to continue to build more wind generation, which it has stated publicly it is now evaluating. We would
note that a portion of any anticipated MEC distributions are dependent on the company achieving its projected
whojesale sales margins, due to its sizable long position that is in excess of retail electric customer needs.

HomeServices, whose earnings in 2007 were roughly matched by equal levels of losses in 2008, is discounted in our
analysis as a future source of parent distributions due to the difficulties in the real estate industey. We would note
that MEHC is forecast to be able ro mest its interest obligations, even in the event thar distributions from a single
company were interrupted. This is important given that each of MEHC's regulated operations has pur into place
ring-feacing strucrures that could result in cash flows being trapped at the subsidiary in the event of stress at this
level. For this reason, while we view the quality of cash flows generated by the subsidiaries to be in the "A* caregory,
the parent's ability to access these cash flows could be constrained, and this is reflected in the "BBB+' rating assigned
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to the parent's senior unsecured notes.

Absent additional acquisitions, MEHC is projected to progressively improve its financial profile, MEHC does not
make distributions to its owners, which allows it to retain operaring cash flows to reinvest in its buginess and to
de-lever its capital structure over time, H PacifiCorp and MEC achieve their cash flow projections following their
capital investment cycles and the pipelines continue te provide stable cash flows, the parent should be able to
manage down its sizable debt.

Whether this will occur will depend in parr of MEHC's futnre acquisition strategy and how these acquisitions are
financed. Its interest and capacity to grow through acquisitions remains an important company characteristic. As
evidenced by the company's bid for Constellation and its 2008 announcement that it plans to make a $230 million
equity invesrment in BYD Company Ltd,, 2 Chinese company focused on energy storage technologies, we no longer
presume that its growth strategy is confined to regulated energy assets. Due to its financial profile, MEHC is not
well positioned, in our view, to add incremental business risk by purchasing assets outside of the regulated energy
space. If MEHC were to purchase merchant generation or other similarly risky assers, ratings degradation would be
highly likely withour an improvement in MEHC’s financial prafile. We would expect that this would require
additional and direct equity investment from Berkshire or be achieved by other means.

Short-term credit factors

MEHC's liquidiry is solid. Cash and cash equivalents were $280 million at year-end 2008 on a consolidated basis.
‘The parent maintains two credir facjlities totaling $835 million, $250 millior: of which expires in November 2009,
Borrowings against these facilides totaled $§216 million as of Dee. 31, 2008. These resources compare with expected
2009 parent debt and subordinated trust preferred interest payments of more than $400 million in 200%. MEHC's
subsidiaries maintain their own revolvers, with the exception of Northern Natural Gas and Kern River. Neorthern
Narural Gas and Kern River rely on operating cash flow to support their stand-alone debt obligations, which we
view as adequare, given the stable operating cash flow the companies have consistently produced. On a eonsolidated
basis, the company mests our credit and combined credis and market stress events, comforrably achieving more than
1.0x for each metric, PacifiCorp has the largest liquidity needs to manage collateral requirements due to its large
power purchase and sale agreements. MEHC's subsidiaries have maintained good access to the bond financing
market. PacifiCorp issued $1 billion in notes in January 2009, and $800 million in July 2008. Northern Narural Gas
issu=d $200 million in July 2008.

MEHC has no major marurities in 2009 and 2010 at the parent level. In the third quarter of 2008, MEHC sizably
increased its subordinated debt obligations to Berkshire by §1 billion, issning 11% mandatory redeemable preferred
securities to fund its investment in Gonstellation. But with the rermination of the agreement, the company repaid
one-half of the Berkshire note in December 2008 and the remaining balance in Jannary 2009.

The company's liquidity position has been enhanced in 2002 by the Consteliation termination. Net of its initial $1
billion investment, MEHC realized in 2008 $593 millien in pre-tax cash proceeds associated with a $175 million

termination fee and cash paid to it by Constellation in liey of shares. In 2009, it was repaid a $1 billion loan from
Constellation, and o date has sold 5.1 million shares of Consteliation common stock of the 19,9 million shares it
also received from the company. Consolidated maturities for the remainder of this year are modest at abour $480

million.
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Qutlook

The stable outlook on MEHC and irs subsidiaries incorporates our expectations of steady progress toward paying
down debr and improving its cash flow metrics. The explicit $3.5 billion in contingent equity available to MEHC
from Berkshire also buoys credir quality. Upside razings momenmum could accur if MEHC's consolidated financial
petformance improves, which will take place over time if the company’s investments in ite regnlared 1.5, operations
produce higher cash flows. As PacifiCorp is the company's largest holding, we look to it to bolster its credit profile
while compieting a large capital program; MEHC's success in managing this company will be a significant driver of
the consolidated company financial profile. We will also examine MEC's abiliry to realize cash flows needed 0
repay the $525 million debr of MidAmerican Energy Funding L1LC. Ratings would be clearly pressured at the
MEHC level if the company's business risk increases without a corresponding improvement in its financial policy;
also, a change in Berkshire's atritude toward its energy investments, in the form of reduction, expiration, ot
termination of the contingent equity commirment, would also meaningfully strain ratings.

Taklo 1

MudlBmerican En;:ryr Heldings Lo, -- Finaniial Summary™

industry Sector: Divarsifisd Energy

~Fiscal ysar ended Dec, 31~

2048 2007 . 2006 2405 2004
Rating history A-fWatch Neg/~  A-fStable/~ A-/Stable/- BBB-Waltch Pas/- BBB-/Positive/-
Ml §)
Revenues 12,668.0 12,576.0 10,300.7 71155 56,5534
Nat income from cont. apar. 1,850 11890 8161 557.5 537.8
Funds frorm voee (FFO) 2.808.6G 25449.5 22625 14956 1,541.6
(apitai expenditures (cepex} 38785 35230 2,564.4 12433 1.258.2
Cash and invastments 2800 +178.0 3578 3953 950.9
Debt 209580 18.845.1 17,827.8 16,583.8 10,925.2
Preferred stock 1.204.0 30 1,206.9 14387 1,665.1
Common aguity 11,8810 10,555.0 84534 48962 4,673.0
otal capital 32,6380 305011 21,3072 15,588.0 15,6041
Adgusted ratios
EBIT interest coverage (%) 2.4 24 23 2.2 22
FF interast coverage x) iz 29 31 30 32
FFOfdebt (%) 13.4 12.8 12.6 14.0 "
Discretionary cash flow/debt (%) (8.1} 5.4} {3.0) 12 22
Nat cash flow/capex %} 67.4 §4.5 3.3 10B.2 103.6
Dent/tatat capita; (%) 64.2 B5.4 66.5 68.8 0.8
Aaturn on common squity {%) 16 121 144 152 - 173
Cammon dividend payout ratio jun-ad;.}{%) - - - - -
*Fally agiustoc {incisding pastretirement nhigations)
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Table 2

MidAmerican Energy Holdings Co. -- Peer Comparison™

Industry Sector: Diversified Energy

~-Average of past three fiscel years—

MidAmerican Energy American Electric Power

Holdings Go. Xgel Energy nc. Co. Inc.  Duke Energy Corp.

Rating as of March 31, 2009 BBB+/Stable/~ BBB+/Stabie/A-2 BHB/Stablo/a-2  A-/Positive/A-2
[viit. 31
Revenues 11,7818 10,356.2 133188 14,217.3
Nat income from cont. oper. 13184 596.8 1,158.0 1,630.0
Funds from aper, (FFG) 25400 1,687.2 27684 4,1481
Capital axpenditures {capex) 3.350.3 1,6202 37048 3.678.%
Cash and mvesiments 605.3 1126 669.5 1,5188
Debt 19,610.7 © 87348 17,2084 17312
Prafernad stock 11276 119.2 932 -
Cemmon equity 10,5651 6.480.2 10,1545 231118
Totai capital 30,1758 18,2150 2713629 40,4228
Adjusted ratios

EBT interast coverage (x} 24 23 24 33
FFD interast coverage {x} 2l 36 33 a8
FrO/debt (%) 13.0 17.3 181 240
Discretianary cash flow/debt (5) 14.9} {5.5) {10.2} {9.0}
Net cash flow/capex {%) 722 707 56.3 739
Debt/total capitat (%) 65.0 60.0 529 428
Retura on common equity [%) 149 85 10.7 57
Commen dividend payous ratio - 84.9 53.7 787
{um-adj.) (%}

“Fully adjustad [inciuding postretirament obligations)

Table 3
Reconciliation Of MidAmerican Energy Holdings Co. Reported Amounts With Standard & Poor's Adjusted Ampuets (Mil, §)°

~Figcal year ended Dpc. 31, 2068--

MidAmetican Energy Holdings Co. reported amounts
Gporating  Operating  Operating

income  income  income Cash flow Cash flow
Shareholders’  {hefore  (before {after  Interest from from Dividends Capital
Dabt egnity DEA) D&A) DEA) expense opsrations opperstions paid _expenditures
Reparied 26.232.0 102070 39380 33380 28280 12790 25070 25870 - 383740
Standard &
Poor's
adjusiments
Oparating 430.2 - 98.0 778 278 278 70.2 70.2 - 85
leases
Equity-like (1,087.0} 1.082.0 - - - (158} 1198 1196 1186 -
hybrids
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Table 3
Rennnciliminn Of MidAmerican Energy Haldings Co. Reported Amousts With Standard & Poor's Adjusterl Amounts (Mil.

$)* {coat)

intermadiate 117.0) 1170 - . - - {7.5} 75 15 75 -
hybrids

reported as

cebt

Pastratirement 5097 - 180 180 188 - 103.4 103.4 - -
banefit

obligations

Acciued 3400 - - - - - - _ - —
intarest nat

intiuded in

reported debt

Capitalizad - - - - - - 54.0 154.0 {54.0} - [54.0)
intarest

Power purchase 4565 - 304 304 364 304 - - - -
agresmants

Asset 938 - 24.0 240 240 240 {2.6) (2.6} - -
retirsmant
obligations

Retlassifization - - - - 2110 - - - - -
of noaoperating
income
lexpenses}
erclassiﬁcaiinn - - - - - - - {23.04 - -
[
working-tapital
cash fiow
changes
Minority - 770.0 - - - - - - - -
Intergst
Tonal 7Ze 1.474.0 1704 100.2 m.z 8.2 2440 221.0 127.0 M5
ajusiments
Standard &
Poor's
adjusted
amaums

Operating
income Cash fiow Funds
{before Interest from from Dividends Capita)
Dakt Etuity D&A}  EBITDA EBIT expense operations aparations paid  expenditures

Adjusted 20,958.0 116810 41084 4,038.2 31392 1,2882 2831.0 2,808.0 127.0 39785

*MidAmerican Energy Hoidings Co, reported amouats shown are taken from the company's finantial statements but might include adjustmenzs made by date providers or
reclassifications made by Standard & Poar's analysts. Please note that two reporied amounts {eperating inceme before DBA and cash flow from operations) are used to derive
more than ong Standard & Poor's-adjusted amount |operating income before D&A and EBITDA, and cash flow trom aperations and funds from aperations, respactivesy).
Consaquantiy, the first saction in scrma tables may feature duplicate descriptions and smounts.

Ratings Detail Las Df Apit 1, 20008

MiidAmaricen Energy Holdings Co.

Corgorate Credit Rating BBB+/5table/—
Prafermad Stock (2 Issues} BBB-

Senior Unsacurad {7 |ssuss) BBS+

Gorporate Credit Retings History

27-Mar-2008 BEB4/Stabla/—
18-Sep-2008 A-/Watch Neg/—

o]

Standard 82 Poor’s RatingsDirect | April 1, 2002
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‘Ratings Detail {As (M Apad 1, 2008 (cont.}
06-Mar-2008 A-/Stable/~
25-May-2005 BBB-/Watch Pos/-
Related Entitiss
CE Casecnan Water and Energy Co. ric.
Senior Sequred (1 Issue] BE-/Stable
CE Elertric LK. Funding Co.
fssuer Credit Rating BBB+Waich Neg/A-2
Senior Unsecurad {1 Issug) AfNegative -
CE Gonoratian ELC
Seniar Secured {3 Issua) BB+/Stable
Confova Energy Co. LLC
Senicr Secured {1 |ssue) BR/Stable
lowe-lllinols Ges & Elsctric Lo,
Sanior Unsezured (5 |ssues) A-fA2
Kor River Gas Transmission Go.
Sonior Secured {2 lssues) A-/Stable
MidAmarican Eneryy Co,
tssuer Cradit Rating A-fStable/A-2
Commercial Paper

Local Currancy A2
Preferred Stack {1 Issue) BBB+
Senips Unsacured (9 Issves) A-
Senior Unsscured (2 Issues) A-fA2
MidAmerican Funding LLC
Senior Secured {2 Issues) BBB+
Midwest Power Systans Inc.
Senior Unsecured (1 |ssus) A-fAZ
Northera Electric Distribution Ltd.
{ssuar Credit Rating A-fWatch Neg/—
Sanior Unsecured {3 Issue} A
Notthem Eloctric Finance PLO
Senior Unsecured {1 Issus} A/Negative
Morthem Elactric PLC
lssuer Credit Rating BBB+/Watch Neg/A-2
Senior Unsacured (1 Issue} A
Northern Netural Ges Co.
{ssuer Cradit Rating A/Stable/~
Senior Unsecured (5 [ssves) A
PacifiCorp
{ssuer Credit Rating A-{Stable/A-2
Commercial Paper

Logal Currancy A2
Preferrad Stock (1 Issus) B8B
Senior Secured (43 Issues) [y

www standardandpoars.com/ratingsditect

Stondaid & Poor's. All rights reserze. Ne reprint of Gissemination without S8%s parmission. Sea Teans of Use/Disciaires on the last page.

8
13300 - 20020866



Ratings Detail (¢ prd 1 2504 {cont.)

REVISED WPD-8.3
Page 43 of 46

MidAmerican Energy Holdings Co.

Serior Secured (7 Issues)

Senior Serurad {4 Issues)

Senior Unsecured {1 Issuel

Senior Unsecured (3 ssues)

Serin; Unsecured (2 Issues)
Salton Spa Fanding Gorp.

Seniar Secored (3 Issuas)

Utah Power & Light Co.

Seniot Sacured {1 1ssus)

Yorkshire Elactricity Distribution PLC
Issuer Credi¢ Rating

Seniar Unsecured {1 fssue}

Seaior Unsecured £ lssus)
Yorkshire Eiectricity Group PLC
Issusr Credit Rating

Yorkshire Power Group Lid.
Issuer Cradit Hating

Senior Unsecurad {1 Jssuel

A/Negative
AA-MNatch Dev
A

A-/h-2
AA-/Watch Ogv

BBB-/Stable
AAA/Watch Neg
A-/Watch Neg/A-2
A-/Watch Neg
AfNapative

BBB+/Watch Neg/—

BBB+/Watch Nag/A-2
BB+ Watch Nag

*Unless otharwise noted, ail ratings in this raport ate gobal scale ratings. Standard & Pooe's credit retings on the global scale are comparable across countries. Stergard

& Poor's credit eatings on & National scale are relative 10 abligors or obligations within that spegific sountry.

Standard 8 Poor's RatingsDirect | April 3, 2009
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MidAmerican Energy Holdings Co.
A Subsidiary of Berkshire Hathaway, Inc.

Global Power
U.S. and Canada
Credit Update
Ratings
Security Class Current Rating
DR BBEw
Eenior Unsecured BBR+
“Trust Preferred BEB
Short-Term (R 2
Outlook
Stable
Financial Data
MidAmerican Energy Holdings £o.
£5 Mil.)
6/30/08 12307
Revenue 12497 12,37
Gross Margin 6,688 6,666
Lash Fow from
“Dperations _ U 4 2 335
Operating EBTDA 1,842 3,838
“Fatal Debt 19,644 16,855
“Total Capitalization 26,693 25,405
- SOE. (%) 12,21 13.68
wex/ Depreciation
ot 213 147.2
Analysts
¥Karen Anderson

«+1 312 368-3165
karen.andersen@fitchratings-cam

Philip W. Smyth, CFA
-+1 212 908-0531
phitip.smyth®fitchratings.com

Related Research

= MidAmerican Energy Ca.,
Sept. 2, 2008
» Midamerican Energy Holdings Co.,
Aug, 23, 2007

Profile

MEHC, & majority-owned (87.4%)
subsidiary of Berkshire Hathaway,
provides electric and gas service to
approximately 6.9 million
customers worldwide through its
retail subsidiaries in the LL5. and
the U.K. MEHC 1s also invalved in
the production of energy from
diversified fuel sources,

Rahng Rationale

Fitch Ratings affirmed the ratings of and Stable Outiook for MidAmerican Energy
Holdings Co. (MEHC) on Aug. 13, 2008. The ratings for MEHC reflect the company's
diversified, relatively predictable cash flows and low business risk profile. MEHC's
regulated operations consist of two domestic utilities, two domestic natural gas
pipelines and two electric distribution companies in the U.K. The operating subsidiaries
benefit from solid standalone credit profiles, with stable and consistent cash flows, and
provide the parent company with geographic and operatiohal diversity, Regulated
operations are expected to account for more than 94% of 2008 operating income,

s Fitch's ratings analysis also takes into consideration the significant implicit ang
explicit support from principal shareholder Berkshire Hathaway, Inc. (BRK, rated
‘AAA’ with a Stable Outlook}, BRK's substantial financial resources and appetite for
capital investments in utility and pipeline sectors is consistent with MEHC's
significant capital spending plans. Fitch considers the diversity of MEHC’s cash flows
and BRK's explicit financial suppoit to MEHC and its subsidiaries and the absence of
fixed shareholder dividend payments as mitigants to financial leverage at MEHC in
excess of Fitch’s guidelines for the ‘BBB+" category.

+« The MEHC ratings also consider the significant layers of holding company delst and
protective subsidiary bond covenants that, under certain circumstances, could
restrict cash distributions from the subsidiaries to MEHC. Favorabty, the restrictive
bond covenants have not historically limited the flow of cash to MEHC,

e MEHC’s EBITDA-to-interest ratio and funds from operation (FFO) interest coverage
were 2.9 times (x) and 3.0x, respectively for the 12-month period ending
June 30, 2008. Consolidated leverage, as measured by the ratio of debt-to-EBITDA,
was 5.1x for the same period.

Key Rating Drivers

= Execution risk associated with utility capital expenditure programs.

= Adverse regulatory outcomes at domestic utilities.

« Support fram BRK and stable cash flows from regulated utility operations.

Liquidity

MEHC has access to short-term liguidity through a 5600 million unsecured credit facility
that expires in July 2013. As of July 15, 2008, there were $43.5 million of letters of credit
outstanding supported by the facility. Additionally, BRK has established a 53.5 billion equity
commitment agreement for MEHC, the proceeds of which can be used to repay debt
obligations of MEMC or for general corporate purposes and capital expenses at the regulated
subsidiaries. Fitch believes the equity commitment agreement provides support to ratings
given unfavorable or unexpected market conditions or operating events. As of July 15, 2008,
the entire $3.5 billion was available for MEHC.

MEHC parent maturities are $1,000 million in 2008 and $500 million in 2012. Maturing
debt is expected to be met through a mix of intemal cash generation and re-financings.

www.fitchratings.com September 2, 2008
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financial Summary — MidAmerican Energy Holdings Co.
(5 ML, Fiscal Years Ended Dec. 31)

LTM Ended
6/30/08 2007 2006 2005 2004 2003
Fundamental Ratlos {x)
Fundts from Qperations (FFO)/ Interest Expense 3.0 28 2.8 2.4 1.4 .7
Cash Flaw from Operations (CFO)/interest Expense 2.7 2.8 .7 25 .6 2.6
Debt/FFO T a.5 8,7 9.0 9.2 9.1
Operating EBIT/interest Expense 2.8 2.0 1.8 1.7 1.7 1.8
Qperating EBITDA/Interest Expense 29 2.9 2.7 2.4 2.4 2.6
Debt/Operating EBITDA 5.4 5.2 c.48 5.4 5.6 5.9
Commen Dividend Payout {%) —_ —_ —_ —_— —_ j—
Internal Cash/Capital Expenditures (%) 88.1 137.9 114,1 164.7 183.2 179.9
Capitat Expendituras/Depraciation (%) 224.3 1472 167.2 130.9 121.9 111.0
Profitability
Adjusted Revenwes 12,497 12,376 10,304 AL 6,583 5,948
ket Revenues 6,688 6,696 5,714 3,83 3,801 3,532
Dpernting and Matntenance Expense - —— —_— — —_— ——
Oparating EBITDA 3,842 3,838 3,128 2,437 2,163 2,004
Depreciation and Amortization Expense 1,136 1,150 1,007 608 638 610
Operating EBIT 2,706 2,688 2,124 1,529 1,525 1,394
Gross Interest Expense 1,326 1,320 1,153 894 903 ™
Ket neome for Commen 1,186 1,189 216 563 170 415
{perating Malntenance Expense % of Net Revenues —_ — — —_ — —_
Operating EBIT % of Net Revenues 40.46 40,1 374 9.9 A1 39.5
{ash Flow
Cash Flow from Operations 2,114 2,325 1,922 1,31 1,425 1,218
. ¢hange in Working Capital (438) 3) (142) 4 121 &8Y)
Funds from Operations 2,652 2,338 2,064 1,287 1,304 1,301
bividends - —_ —_ — —_ —
Capitat Expenditures {2,514} {1,693) {1,684) {796) {778) 677)
Frae Cash Flow (300} 642 238 515 647 541
Net Other Investment Cash Flow (894} {1,768) (763) {362} (229} (285)
Net Change fin Debt 387 1,715 1,964 {212} 113 (330)
Net Change in Equity 10 10 3,382 . @3) (1)
Capital Structure
Short-Term Debt &3 130 £52 70 9 48
Long-Term Debt 19,581 19,725 17,449 11,815 14,997 11,826
Total Debt 18,644 19,855 18,001 11,585 12,006 11,874
Total Hyprid Equity 136 224 243 110 104 102
Lomman Equity 9,913 9,326 8,011 3,385 2,91 Al
Total Capital 29,693 29,405 26,255 15,080 15,081 14,747
Total Debt/Total Capital (%} 66.2 &7.5 68.6 76.8 79.6 80.5
Yotal Hybrd Equity/Tatal Capital {X) 0.5 0.8 0.9 0.7 0.7 0.7
Common Equity/Total Capitat (%) 334 3.7 8.5 2.5 19.7 18.8

LTM- Latest 12 moaths. Operating EBIT — Oparating income before total reported state and federal income tax expense. Operating EBITDA — Operating Intome before
01 reported state and federal income tax expense plus depreciation and amortization expense. Note: Numbers may not add due to rounding. Long-term debt includes
tust preferced securitfes.

Seurse: Camnpary reports, Fitch Ratings.
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