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Rationale 
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The IA_' rating on MidAmerican Energy Company (h1EC) reflects its 'excellent' business profile, as evidenced by 
electric and gas utility operations that span multiple states and a regulatory environment that has 'supported its 

capital investment plans and its rate~making principles. MEC operates a operationally strong, low-cost generation 

fleet that has been augmented in recent years with new coal and wind plant projects. Against these benefits are the 

chalJenges the company has in managing fuel and purchased power costs, given a cap on retail rates in Iowa through 

2013. ?vfEC'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 retail electric service business, and the use of leverage as 

discussed below by irs imermediate holding company. 

MEC is owned by MHC Inc., which is a holding company that ownS the common 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 outstanding of MHC Inc . .MidAmerkan Funding conducts no business other than to manage its debt 

obligations and own MHC Inc. MEC's cash flows support the repayment of MidAmerican Funding LLC's $525 
million senior notes that are rated 'BBB+' and secured by a pledge of MHC Inc. common srock, While Jegally 

MidAmerican Funding LLC is rhe obligor of these notes, this debt is effectively serviced with MEC's cash flows. 

Adding this debt to MEC's balance sheet weakens its standalone financial profile. MEC's long-term debt 

ourstanding at year-end 2008 was $2.9 billion. MidAmerican Energy Funding LLC had $700 million outstanding as 

of the same date. (However, it repaid $175 million in March 2009.) It is important to note that financial results 

below arc for MEC alone. 

MidAmerican Funding LLC and its subsidiaries are owned by MidAmerican Energy Holdings (MEHC), which is, in 

rurn, privately held and majority owned by Berkshire Hathaway (AAAJNegative/A-l+). In 2008, Berkshire had an 

87.4% interest in MEHC on an undiluted basis. Remaining common equity is held by Walter Scott (10.9%) and 

two members of ~1EHC's executive management, Chairman of the Board David Sokol (O.7%) and President and 

Chief Executive Officer Greg Abel (1.0%). MEHC had nearly 520 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 equity 

comminnent agreement between irself and MEHC in which MEHC can unilaterally call upon to support either its 

debt repayment or the capital needs of its regulated subsidiaries, including PacifiCorp. We view this agreement 

between MEC's parent and a '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 utility has 

no right to cause MEHC 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 would be expected to do so only if it 
were in the economic beSt interests of the parent and that it could elect to allow the utility to default 1£ MEHC's 

equity investment would nO[ be preserved, even with additional equity from Berkshire. Such a scenario is remote and 
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Summary: MidAmericall Energy Co. 

would require an unprecedented event such as that whjch occurred during the western energy crisis, when regulators 

refused to allow utilities to recover power procurement costs. 

MEC serveS about 723,000 rerail elecrric and 704,000 natural gas customers thar are principally in Iowa bur also 

extend into portions of Illinois and South Dakota (both electric and gas) and Nebraska (gas only). Abour 90% of 

MEC's Icrail electric and 77% of irs retail gas sales are in [owa, based on 2008 results. The company operates under 

a unique regulatory paradigm for its electric operations in which under an agreement approved by the Iowa Utilities 

Board, l\.1EC has agreed not to request an increase in retail electric rates through 2013 unless its Iowa jurisdictional 

electric return on equity (ROE) falls below 10%. Equ.lly, the Iowa Office of the Consumer Advocates has agreed 

not to request or support any rate decreases during this time. 

This puts MEC at risk to manage its fuel and power COStS within its current structure without [he 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 agreement also means 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 returns it generates based on irs 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 

cusromers at higher ROE levels. MEC has generated robust ROEs since 2003, and in 2008 MEC's consolidated 

(e.g., across its decrric 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 'MECts new generation construction budget, providing a means for MEC to fund its capital 

program. (When new projects Come online~ the rate base is reduced by the amount of the customer's contribution.) 

After 2010, customers will reeeive refunds in rheir bills for any excess earnings (at specified levels depending on 

MEC's achieved ROE). 

In addition, MEC has reached regulatory settlements 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 

result, regulatory disallowance or adverse ex-post ratemaking is not.a credit risk. 

MEC has pursued "3 strategy of increasing its long power supply position. -It owns 6,425 MW of generation. Against 

this, its summer peak in 2008 was 4,210 MW. On a capacity basis, its £leet 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 1n 2008 about 59% 

of its total energy supplies (ro both retail 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 generation statistics from "other" sources (mostly 

wind) continued to be small, at 6% of MEC's tot.l energy supplies based on 2008 results. 

The portion of margin or net income that wholesale sales contributes to MEC's consolida.ted results is not disclosed 

as part of quarterly or annual filings. (While MEC provides gross margint operating revenue, and earnings by 
business segment, regulated rerail electric sales are combined with regulated wholesale electric sales.) Bur in 2008, 

about 42% of the company's 36,061 gigawatt-hours (GWh) of electric sales were from wholesale market sales, up 

from 38% in 2007 and 36% in 2006. Recently the company announced that ir 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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( 

( 

REVISED WPD-S.3 
Page 4 0146 

Summary: MidAmerican Energy Co. 

the company's generation) would impJy an increase in total GWh of power supplied of 9%. Given that rerailload 

growth has historically been modest (around 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 MEe's generation portfolio. 

These statistics highlight the company's increasing need to manage its wholesale position to achieve 

credit-supportive financial performance, particularly if it continues to build new wind projects. To date, MEC' 5 

steady, double-digit ROEs and strong cash flows that have been sufficient to fund a portion of the company's sizable 

capital investment and speak to the companyrs success in managing its wholesale ponfolio. But we would note that 

the l;ompany's customers have implicitly agreed to the utility assuming increasing amounts of wholesale generation 

risk in exchange for an absence of rctail 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 MEe's operating income, and 8.8% of earnings on common 

sto,k, up from 30/Q 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 commodity risk than it would face if it 

pursued a strictly integrated utHiry strategy. 

This year marks the tail end of what has been an intensive capital cycle for the company, which began in 2006. In 

2008, its capiral investment was $1.5 billion, relative to $1.3 billion in 2007 and $785 million in 2006. In mid-2007 

the company brought online the 790 MW Walter Score 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 to total capitalization increased sharply in 20D8~ relative to 

2007, by almost 5% to 590/0. While about 1 % of this was due to higher off-balance-sheer adjustment we made in 

2008 (pension obligations, for example, rose to $179 million in 2008 from $38 million in 2007), the majority of 

increase was due to increased company borrowings. MEC issued $350 million in June 2008 to fund its wind capital 

program and pay down short--term debt balances, and its short~term debt balances rose about S371 million (relative 

to 200?} to $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 that if we attribute MidAmerican 

Funding LLC's debt obligations onto MEC's balance sheet, leverage is uncomfortably high for the existing ra6ng 

category, and points to our limited tolerance for MEC to increase debt burdens as part of further capital investment 

for wind generation. Cash coverage metrics continue to be strong for the rating, with funds from operations (FFO) 

to total debt of 22 % and FFO interest coverage of S.Sx. 

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 S3.S billion contingent equity agreement between :vIEHC and Berkshire, the 

agreement is not a source of instantaneous liquidity, allowing Berkshire up to 180 days to fund 11EHC's request. 

Given the recent turmoil in both liquidity and capital markets, we have taken a firmer view on the need to link 

MEe's short-term ratings to its standalone credit quality, which supportS an tA_2' rating. However, we would note 

that while Berkshire eontracrually has up to six months to respond to an MEHC call for liquidity, it has Strong 

economic incentives to do so. 

MEC's cash and cash equivalents totaled 59 million as of Dec. 31, 2008. (MidAmerican Funding LLC, which 
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includes MEC, cash, and cash equivalents totaled $10 million as of the same date.) In addition, the company has a 

$645 million unsecured revolving credit facility available through July 2012, which falls to S530 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 NIEC'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 $257 miJIion, consisting of S9 million in cash, and 

considering shan-term borrowing of $457 million and considering the tax-exempt carve-out. MidAmerican Energy 

Funding's rotal net liquidity was 5262 million, including a S4 million revolver at MHC Inc. ~EC 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. 

Outlook 
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 to reassess the appropriateness of the stable outlook for MEC as it advances its decision-making on 

whether to build up to 1,001 MW of wind generation. This strategy, if pursued, has the potential to meaningfully 

add to an already long power supply portfolio, which appears to be increasingly dependenr on wholesale power 

margins to sustain a regulatory framework that has worked well for customers and the company to 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 raring. Positive rating actions would, at a minimum) requjre 

MidAmerican Energy Funding LLC to pay down debt as it matures, as we view this debt to be serviced by MEC1-s 

cash flows. 
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Mid American Energy Co_ 

Major Rating Factors 
Strtlogths: 

• A constructive regulatory environment In Iowa, which provides the 

company with about 90% of its regulated retail electric sales and 77% 

of 'Its regulated ·retail gas sales, based on 2008 results; 

Curront Rahngs 

Corporate Credit Rating 

A-/Stable/A-2 

• Good diversity of cash flows from its regulated retail gas and electric business, with about 80% of 2008 operating 

income stemming from regulated electric sales {which includes wholesale sales} and 11% from regulated natural 

gas sales, wIth the balance due to non-regulated operations; 

• State policies that have minimized the regulatory risk of new construction, which has allowed the company to 

construct wind and coal generation based on terms authorized in advance; and 

• Consistently strong returns on equity (ROEs) and cash flow metrics. 

Weaknesses: 

• The absence of fuel clauses for retail electric operations implies that the utility is at risk for cost escalation in fuel 

and purchased power; 

• Risk for under-recovery of carbon costs if regulations become effecllve befOre 2014 -- under MEC's rate 

agreement it may not file for a rate case as a result of higher costs through 2013 unless its ROE faUs below a 

10% threshold; 

• The portion of earnings from non-regulated energy businesses has grown, in part due to MEC's expansion into 

competitive retail electric markets; and 

• The company is long on coal-fired generation and recently announced it may increase its wind generation by as 

much as another 1,000 MW. These additions increase the amount of power sales that the company makes 

through wholesale commodity sales. 

Rationale 
The 'A-' rating on MidAmarican Energy Company (MEC) reflects its 'excellent' business profile, as evidenced by electric 

and gas utility operations that span multiple states and a regulatory environment that has supported Its capital investment 

plans and its rate-making principles, MEC operates a operationally strong. low-cost generation fJeet 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 costs, given a cap on retail rates in Iowa through 2013. MEC's 'aggressive' 

financral profile reflects the company's sizable and growing wholesale electric sales as a function of its long generation 

portfolio, its non-regulated retail 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 holding company that owns the common stock of MEC and four smaller 

subsidiaries. MHC Inc. is, In turn, owned by MidAmer.can Funding LLC, a limited liability company that owns all 

common stock outstanding of MHC Inc. MidAmerican Funding conducts no business other than 10 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 '888+' and secured by a pledge of MHC Inc. common stock. While legally MidAmerican 

Funding LLC is the oblJgor of these notes, this debt Is effectively 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 

Page 1 of8 
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$175 million in March 2009.} It is important to note that financial results below are for MEC alone. 

MidArnerican Funding LLC and its subsidiaries are owned by MidAmerican Energy Holdings (MEHC), which is, in turn, 

privately held and majority owned by Berkshire Hathaway (AAAfNegative/A-1+). In 2008, Berkshire had an 87.4% 

interest In MEHC on an undiluted basis. Remaining common equity is held by Walter Scott (10.9%) and two members of 

MEH Cs executive management, Chairman of the Boam David Sokol (0.7%) and President and Chief Executive Officer 

Grag Abel (1.0%). MEHC had nearly $20 billion of dabt outstanding at year-end 2008. 

MEH C'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 unilaterally call upon to support either its debt 

repayment or the capital needs of its regulated subsidiaries. including PacifiCorp. We view this agreement between 

MEe·s patent and a '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 utility has no right to cause 

MEH C 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 would be expected to do so only jf it were in the economiC best interests of the 

parent and that It could elect to allow the utility to default if MEHC's equity Investment would not be preserved, even with 

additional equity from Berkshire. Such a scenario is remote and would require an unprecedented event such as that 

which occurred during the western energy crisis, when regulators refused to allow utlJltles to recover power procurement 

costs. 

MEC serves about 723,000 retail electriC and 704,000 natural gas customers that are principally in Iowa but also extend 

into portions of illinois and South Dakota (both electric and gas) and Nebraska (gas ooly). About 90% of MEC's retail 

electric and 77% of its retail gas sales are In Iowa, based on 2008 results. The company operates under a unique 

regulatory 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 electric rates through 2013 unless its Iowa jurisdictional electric return on 

equity {ROE} falls below 10%. Equally, the Iowa Office of the Consumer Advocates has agreed not to request or support 

any rate decreases 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 cosl 

adjuster or true-up process. This risk is heightened as carbon regulation appears to be an increasing possibility. 

The rate agreament also means 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 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 20Q3. 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 eamed above 

11.75% is not directly refunded to customers - the ncustomer's" portion of excess earnings Is instead used to offset 

MEC's new generation construction budget, providing a means for MEC to fund its capital program. (When new projects 

come online, the rate base is reduced by the amount of the customer's contribution.) After 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 regulatory settlements to include new generation projects in its rate base, which addresses 

beforehand the authorized ROE for the projects, the revenue-sharing mechanisms, and other details. As a result, 

regulatory disallowance or adverse ex-post ratemaklng is not a credit risk. 

MEC has pursued a strategy of increasing its long power supply position. It owns 6,425 MW otgeneration. Against this, 

its summer peak in 2008 was 4,210 MW. On a 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% 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 retail and wholesale customers) was coal fired, which excludes power purchases that the company 

Page 2 of8 
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6% of MEC's total energy supplies based on 2008 results. 

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. (While MEC provides gross margin. operating revenue, and earnings by business. 

segment, regulated retail electric sales are combined with regulated wholesale electric sales.) But in 2008, about 42% of 

the company's 36,081 gigawatt-hours (GWh) of electric 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 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 (around 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 position to achieve credit-supportive 

financial performance, particularly if it oontinues to build new wind projects. To date, MEC's steady, double-digit ROEs 

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 customers have 

implicitly agreed to the utllity assuming Increasing amounts of wholesale generation risk in exchange for an absence of 

retail rate increases. The regulatory support the company currenUy 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 retail electricity in 

deregulated markets and also expose the company to a higher level of commodity risk than it would face if it pursued a 

strictly integrated utility strategy, 

This year marks the tall end of what 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 $785 million in 2006. In mid-2007 the company 

brought onHne 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 to total capitalization Increased sharply in 2008, relative to 2007, by 

almost 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 million in 2008 from $38 million in 2007), the majority of Increase was due to 

increased company borrowings. MEC issued $350 million in June 2008 to fund its wind capital program and pay down 

short-term debt balances, and ITS short-term debt balances rose about $371 million (relative to 20D7) to $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 that if we attribute MidAmerican Funding LLC's debt 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 debt burdens as part of further capital investment for wind generation. Cash coverage memes 

continue to be strong for the rating, with funds from operations (FFO) to total debt of 22% and FFO interest coverage of 

5.5x. 

Short-term credit factors 

The company's liquidity position is strong. Its 'A-2' short-term rating reflects our view that while MEHC and its subsidiaries 

are supported by the $3.5 billion contingent equity agreement between MEHC and Berkshire, the agreement is not a 

source of instantaneous liquidity, allowing 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 

standalone credit quality, which supports an 'A-2' rating. However, we would n01e that while Berkshire contractually has 

up to six months to respond to an MEHC call for liquidity, it has strong economic Incentives to do so. 

) MEC's cash and cash equivalents totaled $9 million as of Dec. 31,2008. (MidAmerican Funding LLC, which includes 

MEC. cash, and cash equivalents totaled $10 million as of the same date.) In addition, the company has a $645 mWion 
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unsecured revolving credit facility available through July 2012, which falls to $530 mUllon July 2013, and a 5250 million 

unsecured facility expiring in October 2009. (The one-year revolver has an interest rate that is linked to USOR plus a 

perea-ntage of a credit derivative index but is subject to minimum and maximum UBOR rates, thus reasonably collaring 

the internst 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 $257 million, consisting of $9 million in cash. and considering 

short-term borrowing of $457 million and considerIng the tax-exempt carve-out MidAmerican Energy Funding's total net 

liquidity was $262 million, including a $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. 

Outlook 
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 rattng and close to 53%, which reflects its average leverage of the last few years. We intend to 
reassess the appropriateness of the stable outlook for MEC as it advances its decision-making on whether to build up to 

1,001 MW of wind generation. This strategy, if pursued, has the potential to meaningfully add to an already long power 

supply portfolio, which appears to be increasingly dependent on wholesale power margins to sustain a regulatory 

framework that has worked well for customers and the company to 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 a minimum, require MidAmerican Energy Funding LLC to pay down debt as it 

matures. as we view 1his debt to be serviced by MEC's cash flows. 

Table 1 

MldAmlilricao energy Co. - Financial Summary· 

) Industry Sector: Integrated 

2008 

~·Flscal yltarended Dec. 31·· 

2007 2006 2005 2004 

Rating history 

(Mil. S) 

A~M'atch Neg/A~1 Aw /SlablelA·1 A-/Stable/A-1 A-/StableJA-1 A.fStable/A-, 

Revenues 

Net Income from cant. oper. 

Funds from oper. (FFO) 

Capital expendil:iJres (capex) 

Cash and investments 

Debt 

Preferred stock 

Common equity 

Total capital 

Adjusted ratios 

EBIT Interest coverage (x) 

FFO interest coverage (x) 

FFOftdebt (%) 

Discretionary cash flow/debt {%) 

Net cash flow/capex (%) 

DebVtolal capital (%) 

Return on common equity (%) 

Common dividend payout ratio (un-adj.) (%) 

.. Fully adjusted ('InCluding postretirement obligations) 

Table 2 

4.700.0 

343.0 

826.9 

1.509.4 

9.0 

3,737.8 

30.0 

2.599.0 

6.336.6 

3.6 

5.5 

22.1 

(2'.5) 

54.7 

59.0 

12.4 

4.258.0 

326.0 

592.6 

1,320.3 

11.0 

2.752.2 

30.0 

2.316.0 

5.070.2 

4.0 

4.8 

21.5 

(27.1) 

44.8 

54.3 

12.6 

3.447.9 3.160.3 2.696.4 

266.7 221.3 210.5 

529.2 476.9 503.6 

784.9 694.3 632.4 

23.8 96.3 127.6 

2.100.1 2.009.1 1.721.2 

30.3 30.3 30.3 

1,981.1 1.775.0 1.532.0 

4,081.2 3,784.2 3.253,2 

4.3 4.3 4.6 

5.2 5.5 6.5 

25.2 23.7 29.3 

(14.4) (12.6) (7.3) 

60.9 66.5 79.4 

51.5 53.1 52.9 

11.5 11.3 12.8 

16.6 0.6 0.6 
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MidAmerican Energy Co, n Peer Comparison· 

Indvstry Sector: Integrated 

MldAmerican 
Energy Co. 

Rating as of March 31,2009 A·/Stable/A·2 

(MIL $) 

Revenues 4.135.3 

Net ~ncome from conI. oper. 311,9 

Funds from opeL (FFO) 649.6 

CapItal expenditures (capex) 1,204.9 

Cash and investments 14.6 

Debt 2,863.4 

preferred stock 30.1 

Common equity 2,299.4 

Total capital 5,162.7 

Adjusted ratios 

EBIT interest coverage (x) 3.9 

FFO interest coverage (x) 5.2 

FFO/debt ('¥oj 22.7 

Discretionary cash flow/deb! {%} (21.5) 

Net cash flow/capax (%) 52.4 

DebUtotal capital (%) 55.5 

Return on common equity (%) 12.2 

Common dividend payout ratio 16.1 
(un-adJ.) (0/0) 

'""Fully adjusted (including postretirement obligations) 

Table 3 

.. Averaga of past three fiscal years~· 

Alliant Energy OGE Energy 
Corp. Corp. 

BS8+/StablelA·2 BSB+/Stable/A-2 

3.492.9 3,958.0 

347.7 233.9 

681.1 490.8 

695.0 744.1 

453.8 87.7 

3.225.2 2,030.9 

121.9 

2,844.2 1,727.2 

6.069.4 3,758.1 

2.9 4.5 

4.2 5.4 

21,1 24.2 

(8.1) (16.1 ) 

78.6 49.2 

53.1 54.0 

11.7 13.9 

43.8 53,4 
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Wisconsin Public 
Service Corp. 

A·lNegative/A-2 

1,593.0 

115.9 

287.7 

269.9 

12.0 

1,211.3 

34.1 

1.174.7 

2,386.0 

4.0 

5.6 

23.8 

(10.1) 

72.1 

50.8 

9.9 

80.7 

Reconciliation Of MldAmarican EnQrgy Co. Reported Amounts With Standard & Poor's Adjusted Amounts (Mil. $)* 

-.Fiscal ye-nr ended De-c. 31. :WOB-

MidArnetican Energy Co. reporte« amounts 

Operating Operating Operating 
income income income Cash flow Cash flow 
(before (before (after Interest from from Capital 

DeIlt D&A) D&A) D&A) expense operations operations expenditures 

Reported 3,322.0 868.0 868.0 587.0 142.0 715.0 715.0 1,471.0 

Standard & 
Poor's 
adjustments 

Oper:eting leases 133.3 17.5 6.0 6.0 6.0 11.5 11.5 54.4 

Postretirement 179.4 (5.0) (5.0) (5.0) (7.2) (7.2) 
benefit 
obligations 

Accrued interest 44.0 
not illduded in 
reported debt 

Capitalized 16.0 (16.0) (16.0) (16.0) 
interest 

Powe t purchase 32.5 16,4 16.4 1.7 1.7 14.6 14.6 
agreements 

Asset retirement 26.7 11.0 11.0 11.0 11.0 (11.1 ) (11.1) 
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obligations 

Reolassificatlon 
of nonoperating 
income 
(expenses) 

Reclassification 
of working
capital cash flow 
changes 

Total 
adjustments 

Standard & 
Poor's adjusted 
amounts 

415.8 39.9 28.4 

Operating 
Income 

29.0 

120.0 

42.8 34.8 (8.1) 111.9 38.4 

Cash-flow 
(before Interest from Funds. from Capital 

Debt D&A) EBITDA EBIT expense operations operatlons expenditures 

Adjusted 3.737.8 907.9 896.4 629.8 176.8 706.9 826.9 1,509.4 

"MidAmerican Energy Co. reported amounts shown are taken from the company's financial statements but might include 
adjustments made by data providers or reClassifications made by Standard & Poor's analysts. Please note that two reported 
amounts (operating income before D&A and cash flow from operations) are used to derive more than one Standard & Poor's· 
adjusted amount (operating income before O&A and EBITOA. and cash flow from operations and funds from operations, 
respectively), ConsequenUy, the first section in some tables may feature duplicate descriptions and amounts. 

Ratings Detail (As Of 02-Apr-2009)" 

MldAmerkan Energy Co. 

Corporate Credit Rating A-IStable/A-2 

Commercial Paper 
Local Currency A-2 

Preferred Stock (1 Issue) BBB+ 

Senior. Unsecured (9 Issues) A-

Senior Unsecured (2 Issues) A-/A-2 

Corporate Credit Ratings History 
27-Mar-2009 A-IStabIelA-2 
1 B-Sep-200B A~fWatch Neg/A-l 
26-J ul-2004 A-/St.ble/A-1 

Related EnUties 

CE Casecnan Water and Energy Co. Inc, 

Senior Secured (1 Issue) BB-lStable 

CE Electric U,K Funding Co. 

Issuer Credit Rating BBB+/Watch Neg1A-2 

Senior Unsecured (1 Issue) AJNegative 

CE Genaratlon lLC 

Senior Secured (1 Issue) BB+/St.ble 

Cordova Energy Co. LLC 

Senier Secured (1 Issue) BS/Stabie 

lowa..fllinoi5 Gas & ElectriC Co, 

Senior Unsecured {5 Issues} A-/A-2 

Kerr") ~iver Gas Transmission Co, 

SeniQr Secured (2 Issues) A-/Slabla 

MidAmerican Energy Holdings Co, 

Issuer Credit Rating BBB+/Stable/--

Preferred Stock (2 Issues) BBB-

Senior Unsecured (7 Issues) BBB+ 
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MidAmedcan Funding LLC 

Senior Secured (2 lssues) 

Midwost Pawnr Systems tnc. 

Senior Unsecured (1 Issue) 

Northern Electric Distribution Ltd, 

Issuer Credit Rating 

Senior Unsecured (1 Issue) 

Northam Electric Finance PLC 

Senior Unsecured (1 Issue) 

Northern Electric PLC 
Issuer CredIt Rating 

Senior Unsecured (1 Issue) 

Northern Natura! Gas Co. 

Issuer Credit Rating 

Senior Unsecured (5 Issues) 

PaclflCarp 

Issuer Credit Rating 

Commercial Paper 
Local Currency 

Preferred Stock (1 Issue) 

Senior Secured (43 Issues) 

Senior Secured (7 Issues) 

Senior Secured (4 Issues) 

Senior Unsecured (1 Issue) 

Senior Unsecured (3 Issues) 

Senior Unsecured (2 Issues) 

Salton Sea Funding Corp. 

Sen10r Secured (3 Issues) 

Uta-h Power 8. Light Co. 

Senior Secured (1 Issue) 

YOl'ikshire Electricity Distribution PLC 

Issuer Credit Rating 

Senior Unsecured (1 Issue) 

Senior Unsecured (1 Issue) 

YOrXshlre Electricity Group PLC 

Issuer Credit Rating 

Yorkshire Power Group Ltd. 

888+ 

A-IA-2 

A-lWatch Negl

A· 

AlNegative 

886+lWatch Neg1A-2 

A-

NStable/

A 

A-IStableIA-2 

A-2 
868 

A 

AlNegative 

AA-/Watch Dev 

A· 
A-IA·2 

AA-lWatch Dev 

888-IStable 

AAAlWatch Neg 

A-IWatch Neg1A-2 

A-NJatch Neg 

AlNegative 

888+IWatch Negl-

Issuer Credit Rating BBB+lWatch Neg/A-2 

Senior Unsecured (1 Issue) 8BB+/Watch Neg 

'Unless otherwise noted, ali ratings in this report are global scals ralings. Standard & Poor's credit ratings 
on the global scale are comparable across countries. Standard & Poor's credit ratings on a national scale 
are relative to obligors orob!igations within that specific country. 

Primary Credit Anatyst: Anne Seltir)g, San FranciSco (1) 415-371-5009; 
anne_saaing@standardandpoors,com 

Analytic services provided by Standard & Poor's Ratings SeNlces (Ratings Sel'ViOOs) are the result of separate activities designed to 
preserve the independence and objectivity of ratings opinions, The credit ratings and observations containe<:l herein are 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, any user of the information contained herein should not rely on any credit ratlng or other opinion 
conta ined 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 SelVices. Standard & Poor's has established policies and 
procedures to maintain the confidentiality of non-public Information received during the ratings process. 
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or third parties participatlng in mar'l(eting the securities. WhHe Standard & Poor's reserves the right to disseminate the rating. it 
rec.eiYes no payment for doing so, except for subscriptions to Its publications. Additional information about our ratings fees is 
available al www.standardandpoors.com/usratlngsfMs. 

Any Passwords/user 105 issued by S&P to users are single user-dedicated and may ONLY be used by the ind'ividual to whom they 
have been assigned. No sharing of passwords/user IDs and no simultaneous access via the same password/user ID is permitted. 
To reprint, translate, or use the data or information ot/1er than as provided herein, contact Client Services, 55 Water Street, New 
York, NY 10041; (1.)212.438.7280 or bye-mail to:research_request@Standardandpoors.com. 
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MidAmerican Energy Company 
ACTUALS 

(CFD Pre-W/C + Interest) I Interest Expense [2] 

(CFO Pre-W/C) I Debt [2] 

(CFO Pre-WIC - Dividends) I Debt [21[3] 

(CFO Pre-WiC - Dividends) I Capex [2J[3] 

Debt I Book Capitalization 
EBITA Margin % 

Moody's Rating 
Stable 

A2 
{P)Al 

A2 
A2 

(P)A3 
Baal 

P-l 

Stable 
Aaa 
P-l 

Slable 
Baa1 
Baal 

{P}Baa3 
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212.553.3853 
212.553.3837 
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5.3x 
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23.4% 

59.0% 

49.3% 
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2007 2006 2005 
S.3x 5.7x 6.2x 

22.1% 27.3% 28.1% 
22.0% 24.8% 28.1% 
47.0% 66.1% 70.9% 
49.4% 45.1% 43.6% 
14.1% 14.7"A. 14.2% 

[11 All ratios are calculated USing Moody's Standard Adjustments. [2J CFO pre-W/C. which Is also leIerred to a. 
FFO in the Global Regulated Electric Utilities Rating Methodology, is equal to net cash flow from operations ~ss 
net changes in working capital items. 131 CFO pre-W/C~Oivjdends, is also referred to as retained cash flow ("Rep) 
in the GlObal Regulated Electric Utilities Rating Methodology. 

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Gukl§.. 

11'\/' "7rlfiA" 



( 

( 

REVISED WPD-8.3 
Page 160146 

MidAmerican Energy Company Page 2 ofS 

Opinion 

Corporate Profile 

MidAmerican Energy Company (MEC: A2. senior unsecured, stable outlook) is a vertically integrated electric and 
natural gas utility headquartered in Des Moines, Iowa. As a regulated utility, MEC distributes electricity and natural 
gas to retail customers In Iowa and portions of Illinois, South Dakota and Nebraska. The company also engages in 
non~regulated marketing of electrjcity and gas in Illinois, Michigan, Maryland, South Dakota and Nebraska. MEC is 
B direct wholly owned subsidiary of MidAmerican Funding LLC (MF: A3 senior unsecured, stable outlook), which is 
in tum owned by MidAmerican Energy Holdings Company (MEHC: Baa1 senior unsecured, stable outlook). MEHC 
is a consolidated subsidiary of Berkshire Hathaway Inc. (BRK: Aaa Issuer Rating, stable outlook). 

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, lne. (Constellation: Baa2 senior unsecured, under review 
for possible downgrade) tor cash consideration of $26.50 per share, or approximately $4.7 billion. The agreement 
was finalized upon the close of business Friday September 19, 2008. The companies anticipate the transaction 
could close within nine months and is subjeCt to shareholder and regulatory approvals, The proposed acquisition 
will be funded via a capital contribution from BRK and is not anticipated to have any impact on the ratings Of 
OUllook 01 MEHC or MEC. 

Rating Rationale 

MEC's A2. rating for its senior unsecured obligations is driven by the stability of its regulated cash flows, the 
generally constructive regulatory environment in which it operates, financial credit metries that are within the 
ranges demonstrated by U.S. integrated electric utilities rated A. and its position as an indirect subsidiary of 
MEHC. The rating also considers MEC's significant ongoing investment program In new generation sources, 
Including coal and wind. in light of its supportive regulatory environment and balanced financing plan. 

The A3 senior unsecured rating of MF reflects its structural subordination to the obligations of MEC. Given that MF 
is an intermediate holding company Its primary source of funds is cash up~streamed from MEC. 

The most important drivers of MEC and MF's ratings and outlook are as follows: 

Reasonably Supportive 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 Is slightly lower than the 97% contribution in 2006. The Increase in MEC's 
non~reguiated gross margin is due· mainly to an increase in non-regulated retsil electric sales volumes in Illinois, 
which as of January 1, 2007 became fully competitive. The ratings of MEC and MF acknowledge the relative 
stability and prediclabirrty of cash flows assoCiated with its primarily regulated operations. The ratings also 
recognize the relatively constructive regulatory environments In which MEC operates. 

MEC's primary utility operations are in Iowa, a jurisdiction that Moody's considers above average In the U.S. jn 
terms of regulatory frameworK, development, consistency and predlctebility of decisions and timely recovery of 
costs. In 2007 approximately 90% of MEG's regulated electric and 77% of its regulated gas revenues were 
generated In Iowa, approximately 10% of electric and 12% of gas revenues were generated in Illinois, with the 
balance primarily coming from South Dakota. 

In Iowa, MEC will continue to operate under an electric base rate stabiHty plan through 2013. The stabnny plan 
includes an earnlngs .. sharing mechanism that allows the company to retain 100% of Its earnings if its ROE is lower 
than 11.75%, but requires that when earnings are in the range of 11.75% ~ 14% a progressively increasing portion 
is retained as a regulatory liability and used to offset the allowance for funds used during construction (AFUDC) 
and capttal costs for new generation projects. The sharing mechanism is designed to reduce the need for rate 
increases that would otherwise be necessary to recover the costs associated wlth MEC's significant capital 
expenditure program. Revenue sharing has occurred in each of the past seven years with a total sharing of $32.0 
million as of December 2007, The rate stability plan, which was originally implemented in 1997. also eliminated 
adjustment clauses for recovery of fuel and purchased power costs. The absence of a fuel pass through 
mechanism is a particular credit and liquidity concern In a period of rising costs; however, this risk is mitigated to a 
degree by MEC's predominately low~cost base load portfolio, and MEC's ability to request a base rate increase if 
ns ROE laUs below 10%. 
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In addition to the base rate mechanisms established in the rate stability plan, MEC is also allowed to seek Iowa 
Utilities Board (IUS) approval prior to construction of new base-load facilities greater than 300 MWs, combined· 
cycle plants, and altemative -energy production facilities. For these facilities, the IUS may authorize a rate of retum 
that is different than the return the utility is permitted to earn on existing generation assets. In past decisions, the 
IUB has approved ROEs that appear slightly above prevailing industry averages which Moody's considers to be 
supportive of ongoing capital investments. For example: MEC was allowed a 12.29% ROE on 479 MWs of the 
coal-fired Walter Scott. Jr. Energy Center .Unlt 4 completed in June 2007 and the IUB approved a settlement on 
August 27, 200S'that established an 11.70% ROE for MEC's planned 53 MW of new wind generation, which is 
simllar to the settlements for 540 MWs of incremental wind generation approved in July 2007. 

In its regulated gas business (16% of 2007 gross margin), as long as MEG follows prudent procurement practices, 
the utility Is allowed to recover the cost of gas from aU of its regulated customers through purchased gas 
adjustment clauses. In Iowa and South Dakota, which combined represented 89% of 2007 regulated gas revenue, 
MEC operates under an Incentive supply procurement program that measures Its adua! cost of gas versus a 
benchmark reference price and. subject to certain tolerance bands and caps, shares a portion of the "savIngs" or 
"excess costs" with Customers. 

Well Diversified Generation Portfolio 

MEC benefits from its predominately low-cost base-load generation portfolio. At the end of 2007, installed 
generation of 5,744 MWs included 3,300 MWs of coai-fired generation, 435 MWs of nuclear. 661 MWs of wind, 
and 1,340 MWs olgas/oll-fired. During the first hall 01 2008, MEC added 87 MW of new wind capacity and plans to 
add an additional 536 MW of wind capacity in the second half of 20OS. Approximately 9CWtI of the energy supplied 
by MEC-owned facilities in 2007 was from nuciear and coal-iired capacity. 

Significant Construction Program Nearing Completion 

In 2007, MEC completed construction of the Walter Scott, Jr. UnIt 4 coal~fjred power plant which provided 790 MW 
of total capacity (471 MEC owned). MEC's total cost for the project was approximately $870 million, including 
transmission and AFUDC. Also in 2007, MEC spent approximately $560 million on new wind capacity. For 2008, 
the utility has indicated it plans 10 spend an additional $1 billion on wind generation as it seeks to diversIty 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. Although the utility has issued a total of approximately $1 billion of new lon9~term debt in 2007 and 
2008, it has also not paid significant dividends to its parent since 2003 when it implemenled its Significant capital 
expenditure program. Beyond 20OS, we anticipate a 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 rising fuel costs and debt has increased as e 
result of significant capital expenditures, Its cash flow memes remain In line with those of integrated electric 
companies operating in the U,S. rated In the mid A rating range with medium business risk according to the 
Moody's RaUng Methodology for Global Regulated Electric Utilities. For example. over the last three years, 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 range of 22-28%. At MF, MEC's direct parent that 
relies on dividends tom MEC to service its debt, the conSolidated ratio of CFO pre-W/C to Debt has been in the 
range 01 18-20%. For the twelve months ended June 30, 2008, CFO pre-W/C 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 
begin to decline 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 MPs ratios to move above 22%. 

Liquidity Profile 

MEG's Prime-1 rating for Its short term obligations recognizes the utility's overall financla! strength and reflects the 
relatively stable and predictable cash flows provided by its regulated operations. 

In 2007, cash flow from operations of $599 million covered approximately 46'% ofMEC's outlays including $1.3 
billion for capital expenditures and $1 miUion of dividends to MF. The cash shortfall was funded with proceeds from 
a $400 million senior unsecured debt issuance in June and a $250 mlmon senior unsecured issuance in July along 
with short .. lerm borrowings. 

For the fuJI year of 2008, capital expenditures are currently projected to be approximately $1.5 billion including 
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approximately $1 billion for additional wind capachy, which wlll once again significantly exceed cash flow from 
operations. The cash shortfall is likely to be funded primarily with external sources of cash, including long and short 
term debt. In March 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 to exceed-base capital expenditures of approximately $3008 400 
million per year. Excess cash may be utilized for the payment of dividends to MF. 

MEC's short-term borrowings are supported by a revolving credit agreement that was increased from $500 million 
to $650 million in April 2008. The facility is available through July 2012 after which availability 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 $5miUion commitment. MEC relies upon its revolving credit 
agreement for daily liquidity requlremente and to backstop its $455 million commercial paper program. The facility 
also supports approximately $195 million of MEe's variable rme pollution control revenue obligations. In addition, 
In October 2006, MEC entered Inlo a $250 million 364-day bilateral cmdtt facinty. The facilities do not contain any 
rating triggers that would cause acceleration or make the fac1lity unavailable and they do not require any MAC 
representation for borrowings. However, the syndicated faoility does contain a rating sensitive pricing grid and a 
financial covenant that limits debt to 65% of total capitalization. As of June 30, 2008. MEC's debt to capitalization 
ratlo as defined in the agreement was 53% while availability under the credit facility stood at approximately $530 
million. 

MEC's liquidity profile is further supported by an equity commitment agreement. expiring February 28, 2011, 
between MEHC, MEC's indirect parent and BRK, MEC's ultimate parent, under which BRK has committed 10 
provide up to $3.5 billion In equity to MEHC. Equity may be requested to fund MEHC'$ debt obligations or to 
provide capital 10 MEHC's regulated subsidiaries. including MEC. 

MEC has no significant debt maturities until 2012. Since 2000, 1he company extended 'the weighted average life of 
its debt from approximately 6 years to approximately 15 years and reduced the weighted average cost by over 100 
basis points to approximately 5.8%. 

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 million of Senior Notes due in March 2009. Repayment is 
currently anticipated 10 come primarily from dividends up-.streamed from MEC. Interest requirements in 2008 are 
expected to be approximately $47 million, including $11 million for the Notes maturing in 2009. MF does not have 
its own separate credit facility nor can it directly borrow under MEC's credit facility or benefit directly from the $3.5 
billion equity commitment from BRK gh,en 1hat it is not a regulated utlltty. 

Despite the expected continua1ion of negative free cash flow at MEC through 2008. the overall liquidity position of 
MEC and MF is considered adequate particularly due 10 the underlying $3.5 billion equity commitment agreement 
with BRK. 

Rating OuUook 

The rating outlook is stable for bo1h MF and MEC given the stablllty of MEC's cash flow streams and the support of 
the regulatory environment in its service region. It also incorporates Moody's expectation that going forward, the 
company's capttal 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 cutting measures 
resulting in a significant reduction in leverage such that there would be a sustained improvement in financial credit 
metrlcs as demonstrated, 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 rmings could be adjusted downward if1here were to be significant increases in MEC's operating costs or in its 
capital expenditure program, or If MEC's planned capital expenditures are funded in a manner inconsistent with Its 
current rating level, or if there were to be adverse regulatory rulings which would result in a sustained deterioration 
in financial metrics as demonstrated. for example. by a ratio of CFO pre·WC to debt falling below 25% at MEC or 
below 20% at MF for an extended period. 
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IMedlum! Low !Medluml Low !Mediuml Low IMediuml Low 

>6 >5 3.5-6.0 3.0- 2.7·5.0 2-4.0 <2.5 <2 
5.7 

>30 >22 22·30 12·22 13-25 5·13 <13 <5 

>25 >20 13-25 9-20 8·20 3-10 <10 <3 

<40 <50 40-60 50-75 50-70 60-75 >60 >70 

[1] 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 
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• A constructive regularory environment In Iowa, which provrdes the 
company with about 90% of its regulated retail electric sales and 77l1fn of 
Its regulated retail gas sales, based on 2007 results; 

• Good diversity of cash flows from its regulated retail gas and electric 
nuslness, with about 78% of 2007 operatlng income stemming from 
regulated electric sales (which Includes wholesale sales) and 10% from 
regulated natural-gas sales (the balance Is non-regulated operations); 

• State policies that have minimized the regulatory riSk of new 
constructIOn, which has allowed the company to construct wind and coal 
generation based on terms authorized In advance; and 

• Relative to other Midwest utilities, above-average dlverslty in Its: owned 
generation, with 76% of 2007 generation from coal, 14% from nuclear, 
4% from natural gas, and 6% from wind and hydro. Owned generation 
resourCes supplied about 74% of wholesale and retail electric supply 
requirements In the same year, with long-term and spot purchases 
making up the balance. 

Weaknesses! 

Corporate Credit Rating 

A-/Watcn Neg/A-l 

• The absem:e of fuel clauses for retali electric operations Implies that the utllfty Is at risk for cost escalation In fuel 
and purchased power, although under Its low;!! rate agreement through 2013 it can file a rate case If Its return on 
equity {ROE} falls below a 10% threshold; 

• The portion Of earnings from non-regulated energy bUSinesses Is growing, In part due to MOC's expansion Into 
competitive retail electtic markets in IllinOiS. In 2007, non-regulated busInesses contributed 11% of earnIngs on 
common 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 lS long on coal-fired generation and with the addition of the Walter Scott Jr. 4 coal plant In mld-2007 
and 536 MW of new wind projects expected to be added in 200B the company will be SignificantlY long On 
generation for the foreseeable fUture. 

Rationale 

The 'A-' rating on MldAmerlcan Energy Company (MEG) reflects Its vertically Integrated gas and electric utility operations 
that benefit from a supportive regl,lleltory envIronment and geographic and market diversity due to both a gas and electric: 
servlce territory for retail customers In multiple states. MEC's n;ltlng also benents from Its low-cost generation fleet that has 
been augmented In recent years with new coal and wind plant prOjects. Against these benefits are the chaiJenges the 
company has In managing fuel and purchased power costs, given a cap on retail rates In Iowa through 2013. The c:ompany 
makes sizable wholesale electric sales out of Its surplus generation base, which Introduces incremental commodity price 
exposure to cash flows, as does Its small but growing business of providing competitive electric service to customers in 
st~tes that have deregulated retail electric markets. 

",...clngs are also tied to ImpliCit and expliCit support available to MECs parent, MtdAmerlcan Energy Holdings (MEHC). MEHC 
is 88% owned by Berkshire Hathaway Inc. (AAA/Stable/A-l+); the balance of MEHC Is owned by four IndIviduals, who are 
part of MEHC's senior management team or serve on its board. Berkshire has a $3.5 billion equity commftment agreement 
with MEHC through 2011 that MEHC can unilaterally call upon to support the ratlngs of MEHC or Its regulated subSidiaries. 
including MEC. Standard & Poor's Ratings Services views this agreement from a 'AAA' rated entity to greatly reduce the 
likelihood of a default at the utWty or Its parent. 
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The CreoltW~tch listing reflects the September announcement by MEHC that it intends to acquire ConsteUation Energy 
Group (eSS/Watch Dev) for $4.7 billion. The transaction requires shareholder and regulatory approvals. The shareholder 
vpte has been scheduled for Dec. 23, 2008, but It IS expected that regulatory approval will not be in hand before the late 

~g, at the earliest. We view the acquisition as imposing substantially,greater business risks on parent MEHC. Heretofore, 
,.~_-company has built Its operations through acquisitions, but these have been solidly investment-grade companies in the 
regulated energy and electric sector. while the Constellation sale Includes utility Baltimore Gas &. Electr1c~ 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 In 2007. 1n recent months ConstellatIon's liqUidity position and a general 
crisis of confidence amongst counterparties jeopardized Constellation's existence and led It Into a merger agreement with 
MEHC. 

While Constellation has announced efforts to exit businesses and de-risk. Its trading operatlons~ as It currently stands, the 
acquisition creates downwlIrd pressure on MEHC's ratings due to heightened riskS to the busIness and financial profile, While 
MEC has In place structural protections that Insulate it from MEHC, the credit quality of the parent Is not completely 
divorced from that of the subsidiaries. Moreover, with the potential increase In MEHC's scale with the acquisition, the 
contingent equity commitment may no longer be adequate In Size, tenor, and teltYls to accommodate the needs of regulated 
subsidiaries such as MEC. As result, the MEHC acquisition could have rating Impacts on Its subsidiaries, even those that are 
properly ring-fenced. 

MEC Is wholly owned by MidAmerlcan Funding LLC through an lntermedi2lte c:ompany, MHC Inc. MldAmerican Funding 
conducts no business other than to manage its debt obllgations and own MHC Inc. Company flnandaJ..statements proVide 
consolidated results for MldAmerican Funding and stand-alone finandal results for MEC. While nearly all of MldAmerlcan 
funding's operating revenues are from HEC, MHC Inc. also 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 
less than 0.5% to net Income and have assets totaling just $19 million, relative to consolidated assets of $9.4 billion.) 

Both MldAmerIcan Funding and MEC have debt outstanding. As of Sept. 3D, 200B, MEC's stand~alone debt, Including current 
maturities and preferred stock, was approximately $3.1 billion, including notes payable. MidAmerIcan Funding has an 
additional $700 million in obligations outstanding. Consolidated long-term debt at MEHC was more than $20 billion as of the 
same date. (It is important to note that financial results below are for MEC.) 

,serves about 720,000 retail electriC and 702/000 natural-gas customers that are principally In Iowa but also extend 
lu,,-O portions of tllinols and South Dakota (both electric and gas) and Nebraska (gas only). About 90% of MEC's retail 
electric and 77% of Its retail gas sales are In Iowa, based on 2007 results. MEC's operations are characterized by modest 
customer growth that averages around 1% per year for both electric and gas, competitive electric production costs, and low 
Industrial user rates. 

MEC's most notable credit attribute of late Is the large capital investment It is making to continue to build on Its long 
generation position. Its capital program 15 expected to peak at $1.5 blillon In 200S, up from its initial estimates of $1.1 
billion and a larger figure than It spent In 2007 when It invested about $1.1 billion In capita! mostly devoted to build wind 
projects and bring online the 790 MW Walter Scott Jr. Energy Center In June 2007. (MEC operates the plant and owns 479 
MW,) ThIs year's investments have been largely for constructing owned wInd generation prOjects, wnlch Is estImated to 
account for about $1 billion of Its spend. To dBte through September, the company has added 67 MW of wind generation; by 
year-enclit expects to bring on line another 536 MW. If completed as scheduled, MEC will own 1.234 MW of operating wind 
projects by year~end, 

MEC has reached regulatory settlements to include wind projects In Its rate base which ar:!dresses beforehand the authorized 
return on eQuity (ROE) for the projects, the revenue sharing mechaniSms (discussed below) for the projects and other 
details, As a result, regulatory disallowance or adverse ex-post ratemaklng Is not a credit risk. More broadly, MEC operates 
under a unique rate agreement, approved by the Iowa Utilities Board, In which MEC has agreed not to request a general 
Increase In retail electriC rates through 2013 unless its Iowa jurisdictional electric ROE falls below 10%. EQually. the Iowa 
Offic:e of the Consumer Advocates has agreed not to request or support any rate decreases duling this time. 

This puts MEC at risk. to manage Its costs, inc:ludlng generation addttlons, underneath Its current structure. And capital 
projects must be Bdded to HEe's r~te base with the provision that there Is no overall Increase In retail customer rates 
through 2013. But at the same time, the utility Is pennltted to keep a portlon of the returns It generates based on its 
achieved ROE. For example, If MOC earns less than 11. 75% ROE It keeps 100% of Its margins, bUt shares increasingly 
larger portions with customers at higher ROE levels. MEC has generat-ed robust ROEs Since 2003. 

ddltlon, as part of a stipulation In place through 2010, MEC relies on customer contrIbutions to help fund Its capital 
investment. From 1998 to 2000 MEC provided refunds to Its retail electric customers stemming from earned ROE that was in 
e)(cess of 11.75%. SInce 2001 MEC has been allowed to keep the Incremental cash flow lJssoclated with any excess earnIngs 
according to the ROE formula. These excess eamings are used to offset Its new generation construction budget, are booked 
as a regulatory liabJllty on Its balance sheet, anr:! have provIded cash flows to MEC during Its large capital program. When 
new projects come on line, the rate base Is reduced by the amount of the customer's contribution. 
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With respect to MEC's natural-gas operations, purchased gas clause adjustment mechanisms exist In all jurisdictions. Iowa 
and South Dakota have an Incentive procurement program in which MEC shares a portion of savings with customers for gas 
procurement costs relative to a reference pric~. The program Is in place through October 2010. As a result of these 
adjusters, gross margins year to date for the regulated natural-gas business have been In line with 2007, despite sizable 

19S In commodity natural-gas costs. 

!-'tEe is long on capadty and energy and will be more so by year-end If Its wind generation goalS are realized. MEC's net 
summer 2007 accredited capacity (including capacity purchases and sales) was 5,304 MW against a 2007 peak of 4,240 
MW, On a volumetric baSiS, In 2.007 the company sold nearly 34,000 gigawatt-hours (GWh) of power, of which only 21,000 
megawatt· hours, or 62.%, was for retal! sales, with the balance sold to wholesale markets. Because MEC's share of the 479 
MW new coal plant was not operatlng until midyear, In 200B It Is expected that the portlon of sales dedicated to the 
wholesale market wlJr Increase. While generation statistics are not published quarterly, year 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 about 
40%, was sold into wholesale markets and as such can be considered residual of retal! load requirements. Assuming a 
capacity factor of 35% the planned addition of 536 MW of new wind generation added In 2008 would Il11ply 2009 generation 
will be Increasea by about another 1,643 GWh per year In 2009, all else equal. 

Ihese statIstics highlight the IncreaSing reliance the company has on managing Its wholesale position to achieve credit
supportive financial perfonnance. Whlle load growth will over time reduce the share of wholesale sales to total sales, the 
current economic: climate suggests that this wlll not be a near-term phenomena. The portion of margin or net Income that 
these operations contribute to MEC consoitdated results Is not disclosed as part of Quarterly or annual (1IIng5. (While MEC 
provides gross margin, operating revenue and earnings by business segment, regulated retail electric sales are combined 
with regulated wholesale electric sales. For example, for the nine months ended sept, 3D, the company's gross margin from 
regulated electric sales Is $956 million, but the component associl'lted with wholesale sales Is not proVIded,) HIstOrically 
wholesale sales have provided from 8%-10% of MEC's gross margins but are expected to grow as a function of the growth 
In MEC's long position. 

We also would note that MEC's unregulated bUSInesses, which pnnclpalty consist of MEC seiling competitive retail electriCity 
In deregulated markets, also expose the company to a hIgher level of commodity rISk than It would face If It pursued a 
strictly Integrated utlilty strategy. Unregulated energy operations have contributed about 9% to MEG consolidated operating 
Income and earnings on common stock. 

-ld-alone financial performance for MEC remains solid at the current level, although year~to·date results are weaker than 
.LLJ07. Net Income for the nii1e months ended Sept, 30, 200B, dropped to $265 million relative to $276 ml1llon for the same 
period In 2007. Primary drivers were higher maintenance expense (caused by emergency response and servIce restoration 
reQuirements that followed significant summer storms) and by larger Interest expense due to Increases in MEC's debt 
outstanding. Trailing 12-month results ended Sept. 30, 2008, are 21% for adjusted funds from operations (FFO) to total 
debt, and 4.9x FFO Interest coverage, Adjusted leverage climbed to nearly 57%. Cash flow results were boosted 
substantially In the third quarter by a large Increase for deferred taxes ($145 million through Sept, 30, 2008, relative to $13 
mlUion for the same period In 2007), which propped up operating cash flows to $581 million, relative to $511 million for the 
same period In 2007. 

Our ratings reflect that MEC's capital program would put some pressure 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 environmental regulations, Including federal or state carbon mandates, could be a significant cost driver for 
MEC, however If carbon costs are imposed on the COmpi!lnY before 2013, It could utilize Its opportunity to file a rate case If 
Its ROE drops below 10%. 

Short-term credit factors 

The companyls liquidity position Is solid and Its 'A-l' short-term rating considers: the equtty commitment of MEHC's ultimate 
parent, Berkshire Hathaway, to which It has strong ties. Without these ties, the short-term rating on the company would be 
'A-2'. Berkshire Hathaway'S extremely strong liquidity posltlon is assumed to be available to MEC via MEHC In the unlikely 
event that It CQuid not repay its commercIal paper (CP) or other short·term obligations, Explicit support exists via the equity 
commitment agreement between BerkshIre Hathaway and MEHC that could be called upon to support the liquidity 
requirements of MEHC's regulated subSidiaries, including MEG, However, because Berkshire has up to 180 days to provIde 
contingent equity at the request.of MEHC's board, strong Internal Ilqukllty Is also required to support the short-term ratIng. 

MldAmerican Funding (whIch inCludes MEC) cash and cash equIvalents totaled $14 million as of Sept. 30, 200B, In addition, 
the company has a $650 million unsecured revolVing credIt faCility, whIch was upslzed from $500 mUllon In April 200B. 
However, the September 2008 bankruptcy of Lehman Brothers Bank FSB reduced capacIty by $5 million to $545 million. 
The facility supports $195 millIon In varlable·rate tax·exempt bond obligations. Including this carve out and considering that 
as of Sept. 30, short-term borrowing and CP Issuance totaled $235 mUllon; MEC has $215 million In available capacity. In 
October 2006 the company closed on an additional one-year revolvIng credit agreement to support general liquidity needs 
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a: s well as the company's wind generation bulidout. 

MldAmerlcan Energy Funding has $175 million of its POC million debt outstanding due in March 2009. MEC has no 
...... turltles untlJ 201~, when $400 million Is due. 

Table 1 

MidAmeriean Ehetgy Co. ~~ Financial Summary* 

Industry Sedor: Combo 

-FiQcal year ended Dec. 31~~ 

2007 2006 21)05 2004 2003 

Rating history 

{Mil. $) 

A-/StabJejA-l A-/StablejA-l A~/Stable/A-l A-/Stable/A-l NStabie/A-l 

Revenues 

Net income from continuing operatlons 

Funds from operations (FFO) 

capital expenditures 

cash and short-term Investments 

Debt 

P'ref!!m!o stock 

Equity 

Debt and equity 

Adjusted l'atio5 

EBIT Interest coverage (x) 

FFO Int. cav. (x) 

FFO/debt (%) 

r.'lIlscretl(mary cash flow/debt ('Yo) 

'cash flow / capelot (%) 

4,258.0 

326.0 

592.6 

1,320.3 

11.0 

2,752.2 

30.0 

2,316.0 

5,070.2 

4.0 

4.8 

21.5 

(27.1) 

".8 
Debt/debt and equity (%) 54.3 

Return on ctlmmon equity (%) 12.6 

Common dl .... idend payout ratiO (un-adj.) «YD) 0.0 

"'Fully adjusted (Including postretirement obligations). 

T:able 2 

MldAmeric~n Energy Co ... ~ Peer ComparisonII' 

Industry Sector: Combo 

3,447.9 

266.7 

529.2 

784.9 

23.8 

2,100.1 

30.3 

1,981.1 

4,081.2 

4.3 

5.2 

25.2 

(14.4) 

60.9 

51.5 

11.5 

IS.8 

3,160.3 2,696.4 2,595.8 

221.3 210.5 188.6 

476.9 503.6 470.2 

694.3 632.4 349.9 

96.3 127.6 3.2 

2,009.1 1,721.2 1,539.2 

30.3 30.3 31.8 

1,775.0 1,532.0 1,269.0 

3,784.2 3,253.2 2,808.2 

4.3 4 .• 4.8 

5.5 •• 5 6.3 

23.7 29.3 30.5 

(12.6) ,7.3) ,6.8) 

68.5 79.4 80.4 

53.1 52.9 54.8 

11.3 12.8 13.0 

0 .• 0 .• 100.9 
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MfdAmerican Energy Alliant: Energy OGE Energy Wisconsin Public ServIce 
Co. eo ..... CO",. CO .... 

~ting liS of Nov. 20, 2008 A·/Watctt Neg/A-I BI:1B+/Stable/A-2 BSS+/Posltlve/A-2 AfStable/A-2 

-~Aver.gf! of palllt three fiscal VIM!"$-

(Nil. $) 

~evenues 3,622.1 3,358.9 4,583.8 1,495.1 

Net Income from cont. oper. 271.3 273.1 212.1 100.0 

Funds from operations (FFO) 532.9 630.4 390.5 224.6 

capital expenditures 933.1 493.2 447.1 310.1 

Cash end short·term investments 43.7 406.6 38.4 '.8 

Oebt 2,287.2 3,233.0 1,658.6 1,111.7 

Preferred 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 4~311.9 5,89B.6 3,148.6 2,187.9 

··<Adjusted ratios 

EBIT interest coverage (x) 4.2 2.7 4 •• 3.8 

FFO Int. COy. (x) 5.1 3.9 4.9 4.7 

FFO/debt {'Yo} 23.3 19.5 23.5 20.2 
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[26-Nov-2008] MidAmerican Energy Co. 

Discretionary cash flow/debt (%) 

i>Jet Cllsh flow I capex (%) 

Tota! debt/debt plus equity (%) 

:.Jrn on common equlty (%) 

L.;ommon dividend payout ratio (un
ad1.) ('1-0) 

"'fully adjusted (Including postretirement obligations). 

Table 3 

(18.9) 

55.2 

53.0 

11.8 

5.3 

(0.2) 

102.7 

54,8 

9.7 

51.1 

(5.4) 

60.1 

52.7 

13.9 

57.6 

(17.4) 

43,6 

50.8 

9.2 

89.5 

Reconciliation Of MidAmerlcan Energy Co. Reported Amounts With Standard 8t Poor's Adjusted Amounts (MU. 
$)' 

-FlsCiliI year ended Dec:. 31, 1D07-

MldAmerlcan Energv Co. reported lImDunls 

Operating Operatlng 
ItKOme Income Operating Cash flow cash flow 
(befort! (before Income Interest; from from Capf@1 

Debt D .... ) D&A.) (after D&.A) expense operations operations expenditures 

R.eported 2,557.0 781.0 781.0 513.0 113.0 599.0 599.0 1,298.0 

Standard &. Poor's adjustments 

Dperating leases 90.3 14.4 4.5 4.5 4.5 9.9 9.9 40.3 

Postretirement 37.7 2.0 2.0 2.0 (8.S) (S.S) 
benefit obligations 

Capitaliz:ed Interest lS.0 (18.0) (lS.O) (18.0) 

Ptlwer purchase 46.4 2.8 2.B 2.B 2.8 
agreements 

Asset retirement 20.8 10.0 10.0 10.0 10.0 (5.9) (5.9) 
obligations 

Redassiflcation of 56.0 
'operating 
)mi! (expenses) 

R.edasslficatlon of 16.0 
worklng·capltal 
cash now changes 

Total 195.2 29.2 19.3 75.3 35.3 (22.4) (6.4) 22.3 
adjustments 

Standard. Pear's adjusted amounts 

Operatin!il 
income cash flow 
(before Interest 'n>m Funds from Capital 

Debt DIIoA) EBrrDA EBIT e)(pfffl.e Oplllrations operations expandltuteS 

A.djusted 2,752.2 810.2 800.3 588.3 148.3 576.6 592.6 1,320.3 

""'MidAffierican Energy Co. reported ISffiounts Shown are taken from the company's flnandal statements but might Include adjustments 
made by gate proYiders or reclassifications made by Standard at Poor's analysts. Please note that two reported amounts (operating 
Income befm-e D&A and cash flow from oper.!ltlons) are used to derive more than one Standard & Poor's-adjusted amount (operating 
income before D&A and EBITDA., -and cash flow from operations and funds from operations, respectively). ConseqUently, the firSt section 
In some tables mav feature duplicate descriptions and amounts. 

Ratings Detail (As Of 26-NOV·200S)" 

MldAmerican Energy Co. 
Corporate Credit Rating 

Commercial Paper 

Local Currency 
Preferred Stock {I Issue) 

Senior Unsecured (2 Issues) 

Senior Unsea:red (9 ~!ues) _______ _ 

-T'Porate Credit Ratlngs History 

A-/Watch Neg/A-! 

A-l/Watch Neg 
BBS+jWatch Neg 

A-jA-l 

A-jWatch Neg 

l.B-Sep-Zooa A-/WatCh Neg/A-l 
26-)ul-2004 A-/Stable/A-l 
08-Mar~1999 . __ ~ ... _ ... _. ________ . __ ._. ___ ., ______ ti§"t."'b"le'1J{A"'-:.<l~ ____ _ 

Related Entitles 

MidAmeriCl!ln Funding llC 

Page 5 of6 
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Senior Secured (2 Issues) 

Senlo~ Unsecured (llSsue) 

aBS+/Watch Neg 

BBS+/Watch Neg 

"'Unless otherwise noted, all ratings in thiS report are global scale ratlnps. Standard & Poor's credit ratings on the global scale are 
. .....parabte across countries. Standard & Poor's credIt ratings on a naUonal seale are relative to obligors or obligations within that 

effie country, 

Analvtlc services provided by Standard 1ft Poor's Ratings Services (Ratings ServIces) are the result of separate actl\llties designed to 
preserve the Independence and objeOOvlty of ratings opinions. The credit ratings and observations contained herein are 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, BOY user Of the Information contained herein should not rely on any credit rating or other opinion contained herein 
In mi!!lklno any Investment deciSion. Ratings are based on Information received by Ratings Services. Other diViSions of Standard &. POOr's 
may have Information that Is not i!lval!able to Ratings Services, Standard &. Poor's has established poliCies and proceO'ures to maintain the 
confidentiality of non-public lnfonnatlon recel ... ed during the ratings process, 

Ratings Services receives compensation for Its ratings. Such compensation IS normally paid either by the -ISsUers of SUCh securities or third 
parties partiCipating in marketing the securities. While Standard &. Poor's reserves the right to disseminate the rating, It reeeives no 
payment tor doing so, except for subscriptions to Its publications. Additional Information about our ratings fees is available at 
www .stBndardandD-~rs. tom/usratingSfees. 

An.,.. Passwords/user IDs Issued by Sap to users ere single user-dedicated lind may ONLY be used by the Individual to whom they have 
been assigned. Nt> Sharing of passwortlsjuser IDs and no simultaneous access ... Ie the same pessword/user 10 Is Ilermltted. To reprint, 
translate, or tlS~ the data or Information other than as provided herein, contact Client Services, S5 Water Street, New York, NY 10041; (1) 
212..436.9823 or bye-mall to:research_reQuest@standardandpoors.com. 

Privacy Notice 

Copyright@2008Standard&Poors, a divls'lOn of The McGraw-Hit! COmpani8S. All Rights ReseJVecl. 
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Ratings 
Security ClllSS Current Rating 
MrdAmerican Enerw Co. 
lOR A-
Senior Unsecured A 
Preferred Stock A-
Short·Term IDR F1 
MidAme-rican F"undlng UC 
IDR BBB+ 
Senior Secured A-

Outlook 
Stable 

Financial Data 
MidAmerfc:an Energy Cc>. 
IS MlL) 

!l/enue-
·~"'ron Mate1n 

-Ca$ll'FIOw from 
;OPerations._ ... ', 
Operllting EflITDA 
-.Ton.I\>tilit 
Total Capitalization 

lROE.(!i. .-.r'-;.'-, . ' ",,,,,,, 
Depredation {II 

Analysts 

Karen Anderson 

6/30108 
;-,~,~ 

1.557 

"" 805 
2,81-9 
S.284 
,);;39 

+1 312368-3165 
kareR.~nderson@fjtl::hrati~.com 

Philip W. Smyth, CFA 
... 1 212908·0531 
pnillp,smyth@fttchratir'lgt..com 

Related Research 

12131107 

4i~& 
'.519 

-599 
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'1,876 
-15.25 

• MfdAmerican fneT"JY Holdings Co., 
Sept. 2, 2008 

• MfdAmerlcan Energy Co. and 
MidAmericon Funding LLC, 
Aug. 23, Z007 

Profile 

MEC, an indirect wholly owned 
subs1dlilfY of MEHC, js ., regulated 
electric and gas utility serving 
approximately 1.4 million 
customers primarily in Iowa, 
Illinois, South Dakota and Nebrask<:\. 
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Corporates 

MidAmerican Energy Co. and 
MidAmerican Funding LLC 
Subsidiaries ofMidAmerican Energy Holdings Co. 

Rating Rationale 
• Fitch Ratings affirmed the ratings of and Stable Outlook for MidAmelican Enel"l!Y Co. 

(MEC) and MldAmerican 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 
regulatory enVironment In Iowa, which is MEC's largest Jurisdiction. 

• MEC further beneflt5 from a solid competitive position and stable operating 
performance. Funding's ratings are based on the credit quallty.of MEC, which is the 
primary source of cash flow to service debt obligations, as well as downstream 
support and resources from 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 
MEe's utility operations are sufficient to support th~e 'A-' senfor secured rating. 

• Primary rating concerns Include 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 Iowa and Illinois. HoweverJ 

the absence of a fuel cl.use is mitigated by the company's long capadty position 
and its above 20% reserve margfn. 

Key Rating Drivers 
• Solid credit metrics and strong cash flow generation. 

• Constructive regulatory settlements in Iowa through 2013. 

• High leverage at parent MldAmerican Energy Holdings Co. (MEHC, rated 'BBB.' 15table). 

Recent Developments 
In 2007, MEC completed 213.5 megawatts (MW) of wind generation in Iowa, raiSing the 
total installed wind capadty to 674 MW. The company will continue to develop wind 
capacity, with an estimated 611 MW scheduled to come online in 2008. Fitch notes that 
the rate making prindples associated with these projects were approved by the Iowa 
Utilities Board (lUB) prior to construction . 

liquidity 
MEC has a $650 million unsecured revolVing credit fadllty, which is used to primarily 
support the company's $455 million commercial paper program and its variable·rate 
pollution control revenue obligations. The fadllty matures)n July 2013. k; of July 15, 2008, 
MEC had $196.2 million reserved for pollution control revenue bonds (peRBs) and no 
commerdal paper outstanding, leaving $453.8 million available. The credit agreement 
requires that MEC's ratio of consolidated debt·to·total capitalization not exceed 65%. MEC's 
debt maturities are manageable with no maturities until 2012, when $400 million becomes 
due. Funding'S maturities over the next several years include $175 million due in 2009 and 
$200 million due In 2011. 

www.fitchratings.com September 2, 2008 
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~ -- - - --- - -~ - - - - --

Financial Summary - MidAmerican Energy Company 
($ Mlt, Fi5cat Years Ended Dec. 31) 

LTM Ended 
6/30/08 2007 2006 2005 2004 2003 

FuAdamental Ratios (x) 
Ful'\ds from Opel'lltions (FFO)Jlnterest E)(pense 5.' 5.7 6.3 6.6 7.7 7.3 
cash Row from Operations (CfO)/lnterelit Expense 4.7 5.' '.3 '.2 7.7 6.' 
DebtlFFO 4.0 4.2 3.3 3.3 2.7 2.5 
Operating EBIT/lnterest Expense 3.6 3.' 4.0 4.3 ••• .., 
Operatfng EBITDAllnterest Expense 5.5 6.0 6.' 7.3 8.0 8.' 
Debt/Operating EBrrDA 3.5 3.3 2.' 2.5 2.3 1.8 
Common DIvidend Payout ~) 0.3 0.3 19~ 0.5 0.5 101.1 
Internal cash/capital Expendtwre:s (I) 45.6 46.1 66.4 65..4 81.6 71.' 
Capital Expenditures/Depreciation (~) 441.9 484.3 279.2 263.8 241.5 126.1 

Profitability 
Adjusted Revenues 4.504 4,258 3,44' 3,160 2,696 2,595 
N~ Revenues 1,557 1,519 1,365 l,3D3 1,275 1,261 
Operating and Maintenanc:e Expense 63. 620 558 539 556 st3 
Operating EBITOA 805 781 694 .50 '21 •• 0 
Depredation and Amortization Expense m 268 27' 268 265 280 
Operating EBIT 533 513 .20 382 356 370 
Gross Interest Expense 147 131 105 89 7! 76 
Net Income tor Common 326 m 265 221 20' 187 
Operating Maintenance Expense t; of Net Revenues 4O.n 40.8 ... , 41.4 41.6 40.7 
OPMatini ESrT % of Net Revenues 34.23 33.8 10.B 29.1 27.9 29.3 

Cash Flow 
Ca5h Row from Operations 54' 599 559 463 523 441 
Change In Workil'lg Capital (164) (16) • (35) • (36J 
FIJOd5 from Operations 71J '15 554 "8 519 477 
Dividends (1) (lJ (51) (lJ (1) (189) 
capitlll Expenditures (1,202) {1,298) (765) ('ro7J (640) (353J 
FreeQuh Row (654) (700) (257J (245) I11S) (101) 
Net Other Ir.vestment Cash Row • , 16 18 13 
Net Change in Debt 347 730 186 206 244 ., 
Net Change in Equity (1) 

Capital Structure 
Short-Term Debt 86 48 
Long.Term Debt 2,819 2,479 1,822 1,632 1,423 1,128 
Total Debt 2.,819 2,565 1,822 1,632 1,423 1,176 
Total Hybrid Equity 23 30 30 30 32 
Common Equity 2,465 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 DebtlTotal Capital (%) Sl.4 52.6 47.9 47.9 47.7 46.5 
Total Hybrid EqultylTotal capital (%) 0.5 0.' 0 .• 1.0 1.' 
Common EquIty/Total Capital (%) 46.7 .... St.3 51.2 51.3 .2.2 

LTM _ Latest 12 months. Oper.llting EDIT - Ope-rating income before total reported state and feder.1i income tax expense. Operating E8ITDA - OpeRlting income bef~ 
total reported stltl'! and fedenll income tlX expense plus depreciation and amorti1ation ~ru;e. NDte: Numbers may not add due tD roundlns. Long·tenn debt includes 
trust preferred securities. 
Source: Company reports, Fikh Ratings. 

2 

~t Q200a lr! I1tdl, Inc., FJtth RltirJI$ Ltd. and Us subsidia.1es. One StlItl Street PlIWI., NY. NY 10004. 
Telephone: 1.800·753·4820{, (2lll 90!1.O5OO. fax: am -c8O-4415. ~ ar r~rmJlJm~ in who!e Dr m pm ;$ prl)hlblted ex~ by 
pem'llssjon. All riiPrtJ meMld. AU Dl the InIDllMtion eontafmKl herein Ita~ been obtllined from SC!I.IfCi!I which Fitch be\l~ ue reliable, but 
F1teh d(!e$ JIOt Vl!Iify tI\@ trutll or accuracy of the Inflrrmlthln. Tile Infcrmltkln In this" report Is" provIde4 ~a~ Is" without any repJl!~latton Dr 
_,antral any kind. A fitth f1Itinll Is an oplflton as tt> the trtdltworthlllM'l 01 II seClJl1ty, not a ft'«HIlmendatiw> lQ buy, s!llw hold;allY secvrr.y. 

MidAmerican Energy Co. and MidAmerican Funding LLC September 2, 2008 
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Credit Opinion: MidAmerican energy Holdings Co. 

MidAmerican Energy Holdings Co. 

Des Moines, Iowa, United States 

Ratings 

Category 
Outlook 
Sr Unsee Bank Credit Facility 
Senior Unsecured 
Preferred SheW 
Parent Berkshire Hathaway Inc. 
Outlook 
Issuer Rating 
ST Issuer Rating 
Northern Electric Olstrlbution Ltd 
Outlook 
Issuer Rating 
Northern Electric pic 
Outlook 
Issuer Rating 

Contacts 

Analyst 
Laura Schumacher/New York 
William L. Hess/New York 

Key Indicators 

[11 
MiciAmerjcan Energy Holdings Co. 

ACTUALS 
(GFO Pre-WIG + Interest) I Interest Expense [2J 
(GFO Pre·W/G) I Debt [2J 
(GFO Pre-WIG - Dividends) I Debt [2J[3J 
(GFO Pre·W/G - Dividends) I Capax [2][3J 
Debt 1 Book Capitalization 
EBITA Margin % 

Moodyls Rating 
Stable 
Baa1 
Baa1 

(p)Baa3 

Stable 
As. 
P-1 

Stable 
A3 

Stable 
A3 

Phone 
212.553.3853 
212.553.3837 

LTM 6/30/08 

3.1x 
13.4% 
13.4% 
79.2% 
59.8% 
23.0% 
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Global Credit Research 
Credit Opinion 

170GT200S 

Save as PDF ~ 

2007 2006 2005 
2.9x 2.9x 2.5x 

11.9% 11.5% 10.9% 

11.9% 11.5% 10.9% 

69.5% 62.9% 107.8% 
61.6% 62.6% 71.6% 

24.0% 24.S"k 23.7% 

[1J A~ ratios are calculated using Moody's Standard Adjustments. [2J GFO pre-WIG. which is also referred to as 
FFO In the Globa! Regulated Electric Utilities Rating Methodology, is equal to net cash flow from operations less 
net changes in working capital items. [31 CFO pre-W/C~Dividends, is also referred to as retained cash flow {,'ReF") 
in the Global Regulated Electric Utilities Rating Methodology. 

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

Opinion 

htto://www.moodvs.com/moodvs/custiresearchlMDCdocs/211200290000042&231 .aGn?1Ta... 1 Ol171200R 
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MidAmelican Energy Holdings Company (MEHC: Baa1 senior unsecured, stable outlook) is a privately~owned 
global provider of energy services based in Des Moines, Iowa. MEHC is a holding company owing subsidiaries that 
are principally engaged in generating, transmitting, staring, distributing and supplying energy. The company's 
operations are organized in eight platforms: PacifiCorp (Baa1 senior unsecured, stable outlook) - an electric utility 
company in the Western United States; MidAmerican Funding (A3 senior unsecured, stable outlook), parent of 
MidAmerican Energy (MEC: A2. senior unsecured, stable outlook) - a combined electric and natural gas utility 
company in the Midwestern United States; Northern Natural Gas (NNG: A2 senior unsecured, stable outlook) and 
Kern Riller (A3 senior unsecured, stable outlook) - two regulated natural gas interstate pipeline companies in 1he 
Uniled States; CE Electric UK (Baa1 senior unsecured,-stable outlook), which includes Northern Electric (A3 senior 
unsecured, stable outlook) and Yorkshire Electricity (A3 senior unsecured, stable outlook) - two electricity 
distribution companies in the UK; Cal Energy Generation, Domestic - owning interests in independent power 
projects in the United States; CalEnergy Generation, Foreign - owning a majority interest in the Casecnan 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: Aae Issuer Rating, stable 
outlook). 

Recent Events 

On Sep1ember 18, 2008, MEHC announced that it had reached a tentative agreement to acquire all ofthe 
outstanding shares of Constellation Energy Group, Inc, (Constellation; Baa2 senior unsecured, under review for 
possible downgrade) for cash oonsideratlon of $26.50 per share, or approximately $4.7 billion, The agreement was 
finalized upon the close of business Friday September 19, 2008, with MEHC subsequently purchasing $1 billion of 
convertible preferred shares of Constellation. Funding for the investment was provided via a capHal contribution 
from BRK The transaction is subject to shareholder as well as federal and state regulatory approvals; the 
companies anticipate the transaction could close within nine months. 

The pending acquisition is not currently expected to have any Impact on the rating or outlook of MEHC, Funding for 
the transaction is being provided via capftal 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 
regulated operations, its cash flows, sourced largely from well-positioned base load generation, have historically 
been relatively strong. In addition, Moody's understands tnat MEHC intends to continue to pursue the risk 
reduction strategies recently outlined by CEG management, such as the sale of non-core assets and a reduction in 
trading activity. 

On September2€!, 2008 MEHC entered into an agreement to acquire an approximate 10% interest in BYO 
Company Limited (BYD); a limited liability company incorporated in the Peoples Republic of China. aYD is a 
manufacturer of rechargeable batteries, auto parts and automobiles. The investment will be made via the purchase 
01225,000,000 01 BVO's publicly traded K shares (HKEx Stock Code 1211) at a price of HK 58.00, or 
approximately $230 million. Funding for the acquisition will be provided via a common equity contributIon from 
BRK. BRK is reported to be interested in BVO's work on light weight batteries and plug-in hybrid vehicles. The 
investment Is subject to BVO shareholder and Chinese regulatory approvals and is anticipated to close prior to 
year-end. Over the medium term, 8VO is not expected to meaningfully contribute to, or detract from, the financial 
performance or cash flows of MEHC, The investment is no1 currently expected to have any impact on the rating or 
outlook 01 MEHC. 

Rating Rationale 

The rating and ouUook for MEHC are driven by the relatively stable cash flows provided by its numerous, primarily 
regulated subsidiaries, the constructive regulatory environments in Which its subsidiaries operate, and the 
diversification of its businesses and generation portfolio, MEHC's financial credit metries are generally below the 
ranges demonstrated by U.S, integrated electric utility holding companies rated Baa; however, this is mitigated by 
Its significant diversity and its position as a subsidIary of BRK. The rating also considers MEHC's plans for 
significant capital investments primarily at its U,S. utility subSidiaries PacifiCorp and MEC. The stable outlook 
incorporates Moody'S expectation that MEHC's capftal expenditures will be financed in a manner that is consistent 
with its current credit profile, that MEHC will manage its regulatory relationships in a manner that continues to be 
supportive of credit quality. and that MEHC will generally maintain its current business risk profile. 

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

Supportive Regulatory Environment 
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MEHC's Baa1 rating for its senior unsecured obligations recognizes that the majority of its businesses are 
regulated, and acknowledges the relative stability and predictability of cash flows associated with these operations. 
In 2007, over 90% of MEHC's earnings before interest and taxes (EBITDA) was generated by subsidiaries that are 
almost entirely regulated. The regulated contribution in 2008 is expected to be comparable to 2007. 

Over 50% 01 MEHC's 2007 and 2008 projected EBITDA Is generated by its two U.S. electric utilities that operate 
primarily in Iowa, Utah and Oregon, which Moodts considers either above average otaverage 8$ compared to 
U.S. state regulatory jurisdictions in tenns of predictability of decisions and expectation of timely reCovery of costs 
and investments. MEHC's U.S. pipeline subsidiaries (17% of projected 2008 EBITDA), and its UK electric utilities 
(19% of projected 2008 EBITDA) are each regulated by national regulatory bodies. Moody's considers national 
regulation 10 generally be more supportive of credit quality than state regulation as the regulatory framework is fully 
developed and there Is a high expectation of timely recovery of costs and investments. 

MEHC's U.S. utility subSidiaries are in the midst of significant capital expenditure programs for generation, 
transmission and environmental compliance. These elevated capital expenditures are expected to continue 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 a return on, the majortty of its significant 
projects. 

Diversity of Operations and Generation Assets 

MEHC operates a globally diverse portfolio of energy businesses located In nine states in the U.S., the UK and the 
Philippines. This diversification across regulatory regimes and business units helps to materially insulate the 
company from isolated instances of unfavorable regulatory rulings and earnings volatility associated with weather 
changes, customer growth and regional economic conditions. Historically, the company's cash flows have 
demonstrated a low correlation amongst one another and against macroeconomic variables. Additionally, MEHC's 
portfolio of approximately 17,000 MW of generating assets operating or under construction is sufficiently diversifred 
in terms oIfuel souroe including coal (55%). ga. (22%). wind (11%), hydro (8%), nuolear (3%). and biomass (1%) 
with a "concentration on low~cost bas&-Ioad coal generation to support its competitive market position. MEHC's 
recent portfofio additions have inctuded a significant amount of wind resources, inclUding approXimately 923 MW 
under development at the end of 2007. 

MEHC's pending acquisHion of Constellation would further diversify its generation portfolio. Constellation owns 
approximately 8,700 MWof 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 MWof Constellation's 
generating portfolio is c:omplised of nuclear assets, over half of which are located in New York that sell power 
under power purchase agreements. 

Subsidiary Relationship 

The rating for MEHC also reflects the implicit and explicit support provided by its largest shareholder, BRK. In 
March 2006, in conjunction with MEHC's acquisition ofPacifiCorp, BRK committed $3.5 billion In contingent equity 
capital to MEHC that MEHC may request to either: i) pay MEHC's debt obligations coming due, or il) provide 
capital to MEHC's existing regulated subsidiaries. The equity commitment agreement which expires on February 
28, 2011 Is not intended for mergers and acquisitions. VVhlle BRK is a recognized strategic partner and an 
important provider of long term capital resources for MEHC, the company also serves as an investment vehicle for 
BRK in the energy sector. 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 to 
deploy sizeable energy sector investments through MEHC, as well as its wilHngness to provide further support via 
the $3.5 billion contingent equity commitment agreement for those investments. More recently, in September 2Q08, 
MEHC entered into an agreement to acquire Constellation utilizing initial funds of $1.0 billion to purchase newly 
issued preferred shares with funds provided entirely via capital contributions from BRK. The stable outlook in part 
reflects Moody's expectations that potential merger and acquisition activities in the future will continue to be 
financed in a manner consistent with MEHC's current business and financial credit risk profile. 

FINANCIAL METRICS 

Current and projected credit metrics of MEHC an~ positioned at or below the lower end of the ranges identified in 
Moody's Rating Methodology for Global Regulated Electric Utllijles (the Me1hodology) for companies with medium 
business risk rated aaa, and below those of U.S electric utilities rated Baa1. For example, MEHC's ratio of cash 
from operations before changes in working capital {CFO pre-WIC} 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 Baa1 
rated U.S. integrated utility holding companies has generally been in the range of 20% or higher; and. the range 
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indicated in 1he Methodology for utilities rated Baa is 130/0--25%. MEHC's interest coverage ratio measured by 
(CPO pre-W/C + interest) to Interest has been in the range of 2.5-3.5 times, while the median for the peer group 
has been in the range of 4.0-6.0 times and the Baa range indicated in the methodology range Is 2.7 - 5.0 times. 
Although MEHC's capital structure improved significantly I as demonstrated by a Debt to Capitalization ratio (as 
calculated by Moody's} of approximately 60% at June 30, 2008 as opposed to the 75% ratio registered at the end 
of2oo4, the company still remains highly leveraged fOr ~s rating. In addition, debt at the holding company level 
represents approximately 33% of approximately $2C> billion of consolidated total debt. 

Approximately 4% of MEHC's total debt Is held by BRK as trust preferred stock which is included as debt in 
Moody's calculations of metrles fat 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, its amortization can be deferred at the 
option ofMEHC for up to five years. 

Over the next few years, prior to any consideration of the Constellation acquisition, Moody's an1icipates MEHC's 
ratio of (CFO pre-W/C) to Debt will remain in the range of 13-15% with its 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 
to implement risk reduction strategies that are Jikely to impact future cash flows in addition to reducing business 
risk; however, as a point of reference, for the year-ending December 2007, Constellation's ratio of (CFO pre-W/C) 
to debt was apprOximately 24%. A simple combination of metrics as of December 2007 would result in a combined 
ratio of (CFO pre-WIC) 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 financlal metries is supported by: the diverse and geographical nature of its regulated businesses which are 
situated in strong to average supportive regulatory environments which also helps to insulate the company from 
any potential adverse regulatory rulings, and Its strong liquidity profile, which considers its equity commitment 
agreement with BRK - its Asa rated parent company. 

Liquidity Profile 

In 2007, consolidaled 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 billion spent in 2006 is primarily a result of investment in 
additional generation, transmission and pollution control equipment at Its U.S. utility subsidiaries, primarily 
PaclfiCorp. Going forward. MEHC's is expected to remain free cash flow negative as consolidated capital 
expenditures are expected to remain in the range of $3,5 -$4.0 billion per year while cash flows from operations 
are anticipated be in a range of approximately $2.3- $3.0 billion per year, Moody's anticipates the shortfall will 
continue to be funded primarily with extemal long and short term debt at both the subsidiary and parent levels. As 
a private company, MEHC is not required to make dividend payments on common shares: as such. the company is 
able to retain 100% of Its eamings, thereby maintaining a relatively balanced capital structure even after 
consideration of its signfficant use of debt financing. 

As a holding company, MEHC's primary sources of liquidity are dividends received from its operating subsidiaries 
and tax deductions from Its mrporate expenses, primarily interesl expense. Over the past few years, the majority 
of Its dividendS received have come from the gas pipeline businesses, including Kem River and NNG. In 2001, 
MEHC received approximately $850 million of cash distributions from its subsidiaries, including approximately 
5200 million from Kern River and $240 million from NNG. Dividend. distributions from regulated utility subsidiaries, 
PacifiCorp and MEC, have been suspended or maintained at minimum levels due to their high capl1at expenditure 
programs which we expect will continue over the next few years. Moody's anticipates that proceeds 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 acquisition of Constellation is likely to be in the form of additional trust preferred 
stock, Moody's anticipates that dividends received from Constellation would be sufficient to cover dividend 
payments on these seCUrities. 

MEHC's parent-level short-term liquidity needs are supported by a $600 million revolving credit that is available 
through July 2011 after which avallablily i. reduced to $567 million fOr the year ending July 2012 and to $494 
million for the year ending July 2013. A subsidiary of Lehman Brothers is a lender under the facility so the size of 
the faclHty may be modestiy reduced by Lehman's approximate $15 rnUlion commitment The facility does not 
contain rating triggers that would cause acceleration or make the facUHy unavailable and does not requIre MAC 
representation for borrowings. However, the facility does contain a rating sensitive pricing grid and a financial 
covenant that limits 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 letters of credit 
outstanding reducing its availability under the credit facility, as of June 30, 2008, to $556 million. 
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MEHC refinanced the $1 billion of parent-level debt due in 2008 in August 2007. MEHC's next parent level 
maturity, excJ.usive of amo;1lzation 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 bUlion in equity to MEHC if requested to fund MEHC's debt obligations coming 
due or to fund other capital requirements of MEHC's regulated sUbsidiaries. The existence of the BRK equity 
agreement clearly provides an important backstop to MEHC's overall liquidity. 

Rating OuUook 

The stable outlook for MEHC reflects our expectation of relatively stable cash flows generated by its primarily 
regulated operations; the significant diverslfication of Its operations, regulatory regimes, and generation portfolio 
which materially inSUlates the company from adverse regulatory outcomes or commodity price changes; its strong 
liquidity profile and an expectation that MEHC will generally maintain its current level of business risk. 

What Could Change the Rating - Up 

The ratings could be upgraded if 1here is a significant Improvement in cash flows or a reduction in leverage tha1 
would generate an improvement in its credit metrics as demonstrated for example, at MEHC's current lower level 
of business risk, by a ratio of CFO pre-We to Debt, calculated 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 
MEHC's subsidiaries or for their capital expenditure programs: if there were to be a material sustained increase in 
overall business risk without a commensurate strengthening of financial position; if capital expenditures or 
acquisitions are funded in a manner inconsistent with MEHC's current financial strategy,;or If there were to be 
adverse regulatory rulings such there would be a deterioration in financial mebies as demonstrated, for example, at 
MEHC's current lower level of business risk, by a ratio of CFO pre-WC to Debt remaining signfflcantly below 13% 
for an extended period. 

Rating Factors 

MldAmerican Energy Holdings Co. 
134400 
Select Key Ralios for Global Regulaled Electric 
UIIlities 

Rating 

Level of BUSiness Risk 

CFO pre-W/C 10 Inlerest (x) [1] 

CFO pre-W/C to Debl (%) [1] 

CFO pre-W/C - Dividends 10 Debt (%) [1] 

Total Debl to Book Capitalization (%) 

I Aa I Aa I A ! A I B •• IBaaI Sa 1 Sa 

IMedium! Low !Medium! Low -'Medium! Low IMedlum! Low 

>6 >5 3.5-6.0 3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

>30 >22 22-30 12-22 13-25 5-13 <13 <5 

>25 >20 13-25 9-20 8-20 3-10 <10 <3 

<40 <50 40-60 50-75 50-70 60-75 >60 >70 

[1] CFO pre-WiC. which is also referred 10 as FFO in the Global Regulated Electric Utilities Rating Melhodology, is 
equal to net cash flow from operations less net changes in working capita! items 
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poSSlbll1ty of human or mechanical error as well as other factors, however, suCh Information is provided "as Isn without warranty 
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completeness, merchantability or fitness for any particular purpose of any sudllnformatlon. Under no circumstances shall 
MOODY'S have any liability to any person or entity for (al any loss or damage In whole or In part caused by, resulting from, or 
relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or 
any Of Its directors, officers, employees or agents In connection with the procurement, collecbon, compilation, analysiS, 
Interpretation, communication, pubHcatlon or delivery of any such Information, or (b) any direct, Indirect, special, consequential, 
compensatory or InCldental damages whatsoever (Including Without limitation, lost profits). even If MOODY'S Is advISed In 
advance of the posslbHltv of such damages, resulting from the use of or Inability to use, any such Information. The credit ratings 
and nnanclal reporting analysis observations, If any, constituting part of the Information contained herein are, and must be 
construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities. NO WA~RANTY, EXPRESS OR IMPUED, AS TO THE ACCURACY, TIMEUNESS, COMPLETENESS, MERCHANTABIlITY OR 
mNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY 
MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor In any 
Investment dedslon made by or on behalf of any user of the Information contained hereIn, and eaCh such user must accordingly 
make Its Own study ~nd evaluatIon of eaCh securIty and of each Issue; and guarantor of, and eaCh provider of credit support for, 
each secur1ty that It may consider purchaSing, holding or selling. 

MOODY'S hereby discloses that most Issuen; of debt secur1tles (Indudlng corporate and munldpal bonds, debentures, notes and 
commercial paper) and preferred stock rated by MOODY'S have, prior to assignment of any rating. agreed to pay to MOODY'S for 
appraisal and rating services rendered by it fees ranging from $1,500 to 8J1proxlmately $2,400,000. Moody's Corporatlon (MOO) 
and Its Wholly-owned credit rating agency SUbsidiary, Moody's Investors Service (MIS), alSO maintain policies and procedures to 
address tI1e Independence of MIS's ratlngs and rating processes. Informatton regarding certain affiliations that Illay exist 
between directors of Mca and rated entitles, and between entities who hold ratings from MIS and have also pl,lbliCly reported to 
the SEC an ownership Interest In MeO of more than 5%, is POsted annually on Moody's webSite at www.mOOdys.com under the 
heading ·Shareholder Relations· Corporate Govemance - Director and Shareholder Affiliation Pollcy.h 



( ) 

( 

• 

REVISED WPD-B.3 
Page 34 0146 

MidAmerican Energy Holdings Co. 
Primary Credit Analyst 
Anna Solting. San FranciEiCtl (1) 415-371-5009: ant'llLselting@standardaoopoors.com 

Table Of Contents 

Major Rating Factors 

Rationale 

Outlook 

www.stand8rdBDdpoors.~om!ratingsdirect 

StatJdard & Poar'$. M 19nu rewYe,L No tepr:nlDf cissemi/lal101! wllhOlll S&?'s FetmiSSiIlll. See Terms 01 
Use/Disclairrer on the lara pag". 

1 



( 

( 

REVISED WPD-8.3 
Page 35 of 46 

MidAmerican Energy Holdings Co. 

Major Rating Factors 
Strengths: 
• The explicit supporr of MidAmerican Energy Holdings Company's (MEHC) 

credit~worthy parent, .Berkshire Hathaway Inc. (AAAJNegacive/A-l+) in the 

form of a 53.5 billion contingent equity agreement; 

• The significant geographical and operational diversity of MEHC's holdings, 

which comprise eight different business platforms that operate in the U.S., 

U.K., and the Philippines; 
• Approximately 96% of 2008 EBITDA that is expected to come from 

regulated U.S. u<'Jities (58%), Federal Energy Regulatory 
Commission-regulated pipelines (21 %), or U.K. electtic distribution assets 

(17%); and 

• Expectations that as MERe's subsidiaries complete capital invesonents, 

especially at PacifiCorp and MidAmerican Energy Co., the parent wiH be 

able to manage its leverage downward; currently about 25% of the 

company's total debt outstanding is associated with publicly held parent 

debt and trust-preferred debt outstanding with Berkshire Hathaway, 

Weaknesses: 

CuqlOfBte Cr-edlt Ratmg 

BBBt/Slllbl.f-

• A financial profile 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 MEHe's parent debt will 
stem from MidAmerican Energy Co. (MEC)~ which, in ~ generates a significant portion of its margin £rom 

wholesale electric sales that are subject to volatility; 

• As evidenced by the company's bid in 2008 to purchase Constellation Energy Group(BBBlWatch NegfA-2), 

MEHC's future 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 perfonnance willl'equire continued supportive regulatory outcomes, 

especially in PacifiCorp'5 largest 5tates~ Utah and Oregon, which constitute about 70% of the utility's 

consolidated operating revenues; and 

• The dominance of coal in PacifiCorp's and MECs generation 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 tBBB+' corporate credit rating (CCR) and 'BBB+' senior unsecured debt 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 (AANStablelA-l +,) whic...i. at year-end 2008 

Standard 13< Poor', Rating_Di'ect I April 1. 2009 2 
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had an 87.4% interest in MEHe on an undiluted basis. Remaining common equity is held by Walter 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 Abel (1.0%). With nearly $20 billion of debt outstanding at year-end 2008 and 

revenues that totaled $12.7 billion, MEHe operates eight separate operating platforms_ The most important of 

MEHC's companies as measured on an EBITDA basis are the electric utility PacifiCorp (A-/StablelA-2), which serves 

six states in the Pacific Northwest, and the electric and natural gas utility, MidArnerican Energy Co (A-/StableJA-2), 

which operates predominately in Iowa but also serves markets in lllinois, South Dakota and a small portion of 

Nebraska. In terms of MEHes 2008 EBITDA, PacifiCorp and MidAmericnn Energy Co. (MEC) represent 36.0% 

and 21.6%, respectively. 

MERe also owns two Federal Energy Regulatory Commission~regulated interstate natural gas pipelines. Northern 

Natural Gas (A1Stablel-), which serves largely local distribution companies located jn various Midwest markets 

including the Twin Cities. and Kern River Gas Ttansportation~ which provides transportation services to end~user 

customers in the southwest and Southern California. (Kern River is rated as a project. with its senior secured notes 

rated 'A·'.) Nonhern Narural Gas and Kern River represent 11.7% and 9.5%, respectively, of 2008 consolidated 

EBITDA. 

Additionally, MEliC's holdings include a U.K. electric distribution company (CE Electric UK Funding Co; 

BBB+fWatch NeglA~2), which jn turn owns operating companies Northern Electric Distribution Ltd. (A-IWatch 

Neg/--) and Yorkshire EleCtricity Distribution PLC (A-lWatch Neg/A-2). CE Electric was 17.2% of 2008 MEHe 
EBITDA. Smaller holdings consist of project finance aSsets held by Cal Energy Generation, which owns about 1,000 

MW of various project generation assets and a residential brokerage fum, HomeServices of America Inc;. 

Collectiveiy, project power plants and the real estate firm contributed around 4% or EBITDA of MEHCs 

consolidated results in 2008. MEHC also has twO joint ventures with the American Electric Power Co. Inc. to 

develop transmission assets within and outside the Electric Reliability Coun~ of Texas region. These investments 

are called Electric Transmission Texas LLC and Electric Transmission American lLC. Neither is consolidated onto 

MEHC's the financial statements, and they are currently DOt a significant consideration in our credit assessment. 

MEHC's strategy is to grow through acquisitions, utilizing the substantial equity available to it from Berkshire, 

MEHe <ompleted the $5.1 billion purchase of PaciliCorp in March 2006 with the proceeds ofa $3.4 billion 
investment by Berkshire in MEHC common stock and $1.7 billion in public debt. In September 2008, MEHC bid to 

acquire Constellation for $4.7 billion. The acquisition was terminated several months iateI when Constellation 

elected to pursue an alternative bid by Electdcite de France International. a subsidiary of Electricite de France S.A. 

We view MEHC's business profile as 'aggressive', as reflected by its 2008 key credit metrks: adjusted debt to total 

capitalization of 64%, funds from operations (FFO) to interest coverage of 3.1x, and FFO to total debt of 13%. 

These metries would not typically result in MEHC's strong investment-grade ratings. However; ratings are 

supported 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 election of MEHC's board of 

directors so long as the proceeds are used to 1} pay when due MEHC debt 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 note that the size of the agreement is 

sufficient to fund all maturing debt at MERC and its regulated subsidiaries that is due between now and its 

expiration. We continue to view Berkshire as a strong owner of Mme, and consider its ability to meet any MEHC 

call on its equity as u.ncompromised. In addition, our parent rating reflects OUI expectation that MEHC and 
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Berkshire will extend the commitment afrer 2011 if MEHC's financial profile has not improved to the point that its 

ratings are supported without the equity commitment. Conversely, if the equity commitment is not renewed, at 

MEHG's existing financjal profile we would 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 equity investments in its U.S. utility operations. It has 55.1 billion in public debt outstanding and 

approximately $821 million in trusr.preferred instruments as of January 2009. (Standard & Poor's provides the 

MidAmerican Capital Truses, of which $587 million were outStanding as of January 2009, with 100% equity 

treatment, and $234 million of the CalEnergy Capital Trusts with 50% equity treaonent.) 

While the company's holdings are diversified on 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 company in recent years has been its interstate pipelines, which have been 

producing cash flows in excess of.internal needs for funding. 

Going forward, interest obligations are projected to be met with continued distributions from MEHC's two 

pipelines, and in 2009 will be augmented by the net cash proceeds MEHC receives as part of the Constellation 

termination. In January 2009, MEHC was paid $1 billion to retire 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 signillcant sources of cash to meet parent interest is Berkshire, which began including MEHC in its U.S. 

federal income tax 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 Electric UK Funding Co. are also llmited, 

as management has indicawd its cash flows will be retained at the company to manage down debt levels. However;, 

the U.K. company indirectly supports MEHC's obligations through a subordinated note obligation between the U.K. 

company and MEHC's Philippines division of CalEnergy. Beginning in 2009, eE Electric is expected to stan 

repaying the subordinated Joan, which will be distributed to MEHe. 

MEHCs 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 borrowing. Paci£iCorp has a $6.1 

billion capoal investment program from 2009 through 2011. MEC is reaching the end of a period of heavy capital 

investment, whicb has averaged $1.1 billion from 2006 through 200S.In June 2007 it added a fourth coal plant and 

it has been investing heav:il)' 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 distributions if it 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 

wholesale 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 equalleve1s of losses in 200B, is discounted in our 

analysis as a future source of parent distributions due to the difficulties in the real estate industry. We would note 

that MEHC is forecast to be able to meet its interest obligations, even in the event that distributions from a single 

company were interrupted. This is important given that each of MEHe's regulated operations has pur into place 

ring-fencing structures 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' category. 

the parent's abiliry to access these cash flows could be constrained, and this is reflected in the 'BBB+' rating assigned 
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to tbe parenes senior unsecured notes. 

Absent additional acquisitions • .MEHC is projected to progressiveJy improve its finandal profile. MERe does not 

make distributions to its owners, which allows it to retain operating cash flows to reinvest in its business and to 

de-lever its capital structure over time. If Paci£iCorp and MEC achieve their cash flow projections following their 

capital investment cycles and the pipelines continue to provide stable cash flows, the parent should be able to 

manage down its sizable debt. 

Whether this will occur will depend in pan of MEHC's future acquisition strategy and haw 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 [0 make a $230 million 

equity investment in BYD Company Ltd., a 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 profUe~ 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 assets, ratings degradation would be 

highly likely without an improvement in MEHe's financial profile. We would expect that this wouW require 

additional and direct equity investment from Berkshire or be achieved by other means. 

Shon-term credit. factors 
MEHCs liquidity is solid. Cash and cash -equivalents were $280 million at year-end 2008 on a consolidated basis. 

The parent maintains two credit facilities totaling $S35 million, $250 million of which expires in November 2009. 

Borrowings against these facilities totaled 0$216 million as of Dec. 31,2008. These resources compare w.ith expected 

2009 parent debt and subordinated truSt preferred interest payments of more than $400 million in 2009. MEHC's 

subsidiaries maintain their own revolvers, with the exception of Nonbern Natura1 Gas and Kern River. Northern 

Narural Gas and Kern River rely on operating cash flow to support their stand-alone debt obligations, which we 

viev.r as adequateJ given the stable operating cash flow the companies have consistendy produced. On a consolidated 

basis, the company meets our credit and combined credit and marker stress events, comfortably 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 51 billion in notes in January 2009, and $800 million in July 2008. Northern Natural Gas 

issued $200 million in July 200S. 

MEHC has no major maturities 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, issuing 11 % mandatory redeemable preferred 

securities to fund its investment in Constellation. But with the termination of the agreement, the company repaid 

one-half of the Berkshire note in December 2008 and the remaining balance in January 2009. 

The company's liquidity position has been enhanced in 2009 by the Constellation termination. Net of its initial $1 

billion investment, MEHC realized in 2008 $593 million in prewtax cash proceeds associated. with a $175 million 

tennination fee and cash paid to it by Constellation in lieu of shares. In 2009, it was repaid a $1 billion loan from 

Constellation, and to date has sold 5.1 million shares of Constellation COllUDon stock of the 19.9 million shares it 

also received from the company. Consolidated maturities for the remainder of this year arc modest at about $480 

million. 
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The stable outlook on MEHC and its subsidiaries incorporates our expectations of steady progress toward paying 

down debt and improving its cash flow metrics. The explicit 53.5 billion in contingent equity available to MEHC 

from Berkshite also buoys credit quality. Upside ratings momentum could occur if MEHC's consolidated financial 

performance improves, which will take place over time j[ the company's investments in its regulated U.S. operations 

produce higher cash flows. As PacifiCorp is the company's largest holding, we look to it to bolster its credit profile 

while compJering 21arge capital program; MEHC's success in managing this company will be a significant driver of 

the consolidated company iinancjal profile. We will also examine MEC's ability to realize cash flows needed to 

repay the 5525 million debT of MidAmerican Energy Funding LLC. Ratings would be clearly pressured at the 

MEHe level if the company's business risk increases without a corresponding improvement in its financial policy; 

also, a change in Berkshire's attitude toward its energy investments, in the form of reduction) expiration, or 

termination of the contingent equity commitment, would also meaningfully strain ratings. 

rebl., 

MldAmuru;ao Energy HoI/hoW, Co FlIlilnCH'I1 Summary" 

Industry. Sectoc Diversified Energy 
-fiscal vear ended Dec. 31-

2IIOIl 2007 2IJ06 2l1li5 -Rating history A-/W81ch Neg/- A-/Str>bl,/- MStabl,/- BBB-/W'tch POS/- BBB--tPositive/-

IMil.SI 

Revenues ,2.668.0 12.376.0 10.300.7 7.115.5 6.553.4 

Nat income from cont. ope!. 1.B50.0 1.189.0 916.1 557.5 537.B 

Funds from ope(. {FfD) 2.B08.0 2.549.5 2.262.6 1,496.6 1.541.6 

Gapitai expenditures !caoaxJ 3.978.5 3.523.0 2.564.4 1~43.3 1.258.2 
Cast. and investments 280.0 ·',17S.0 357J 396.3 960.9 

Debt 20.958.0 19.946.1 17.927.B 10.5119.8 10.925.2 

Preferred steck 1.204.0 973.0 1.205.9 1.438.7 1.665.1 
COlMlon equity ~1.681.0 10.555.0 9.459.4 4.8952 4.679.0 

Tota! capital 32.639.0 30.501.1 27.387.2 15.5116.0 15.604.1 

Adjusted ratios 

EBIT interest coverage Ix) 2.4 2.' 2.3 2.2 22 

FfO interest coverage {~l 3.2 2.9 3.1 3.0 3.2 

FfO/debt {%I 13.4 12.8 12.6 14.0 14.1 

Discretionary cash flow/debt f%l 16.1! {5.4{ {3.01 12 2.2 

Net cash flow/capax (%) 67.4 69.5 83.3 10B.2 lOB.6 

Oebl/tata! capital {%) 64.2 65.4 65.5 68.6 70.0 

Return on common equity (%) 17.6 12.1 14.4 152 17.3 

Common dividend paVO~H ratio (un-adj,) (%) 

"FuBy a~jusred {including postretirement oblig~tjonsl 

Standard & Poor's Rating.sDirect J April 1. 2009 6 
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Tabla 2 

MuiAmcfI(:nll Encrqy HoldtlHJb Co -- Peer COlnp<HJSOTl~ 

lndu!!!f Sector: Diversified EDerli!:~ 

MidAmerican Energy 
Ho\dinHs Co. 

RatmQ as of March 31, 2009 BBBt/Stable/-

IMil.$1 

Revenues 11.781.6 

Net income from conl opar. 1.31B.4 

Funds from oper. (FFO) 2.540.0 

Capital expenditures (capex) 3.355.3 

Cash and investments 605.3 

Debt 19.610.7 

Preferred stock 1.117.6 

Cammor! equity 10.565.1 

Total capital 30.175.9 

Adjusted ratios 
EBIT intemst coverage {x) 1.4 

FFO interest coverage {x) 3.1 

ffO/debl (%1 13.0 

Disaetionary cash flow/debt (%) 14.9) 

Net cash fJow/capex (%) n2 
DebVtDlal capita! f%J 65.0 

Return on common equity (%) 14.9 

CDmmon dividend payout ratio 
(Uil-adj.II%) 

-Fully adjusted ~ll:jUlHn{l po!fretiremen: obligations) 

Table 3 
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Page 40 0146 

MidAmerican Energy Holdings Co. 

-Average of past three fiscal VBers-

American Electric Power 
Xeel Enerfllinc. Co. Inc. Duke Enerll Co!!!.. 

BBBt/S1aIlIe/A-1 BBB/Slabl./A-2 A-/Positive/A~2 

10.359.1 13.319.9 14.117.3 

596.8 1.16B.O 1.530.0 

1.6972 1.769.0 4,149.1 

1.9702 3.794.8 3.978.1 

112.6 669.0 1.519.9 

9.734.8 17.109.4 17.311.1 

119.2 93.2 

6.;80.2 10.154.5 23,i11.8 

"16215.0 17.362.9 40A22.9 

1.3 2.4 3.1 

3.6 3.3 49 

17.3 16.1 24.0 
(5.5) 110.21 19.0) 

70.' 56.3 73.9 
60.0 62.9 41.8 

8.5 10.7 6.7 
64.9 53.7 78.7 

ReconclllfltlOll Of MulAmeHcan Enery\' HoldlHgs Co Reported Amnullts With Shmdmd & Pflor's Adjllsted Amounts (Mil S)t-

-Fiscal year ended D8c.31.20(J8..~ 

MidAmerican Energy Holdi!!i$ Co. '!I!0ded emounts 

Operating 
Income 

Operating 
income 

Operating 
income Cash flow CBshflow 

Shareholders' {before (before (after Interest from from Dividends Copi .. 1 
Debt egu1!l DM) D&Al D&A) eXI!!0se 0l!!ratiolJs o~ralions 28id e~ndiIUre$ 

Reported 20.232.0 10.107.0 3.9390 3.939.0 2.929.0 1.279.0 2.587.0 1.587.0 3.937.0 

Standard & 
Poor's 
adjustments 

Oparating 430.1 99.0 17.9 17.8 27.9 70.2 70.2 95.5 
leases 

Equity-like 11.0B7.01 1.087.0 1119.6) 119.6 119.6 119.6 
hybrids 

www.standardeodpoors.com/tatingsdirect 7 
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MidAmerican Energy Holdings Co. 

Rer:oncilmtJoll 01 MldArncncan Energy Holdings CD RCIJOrlcti Amounts With St(wddrd & Poor's Adjuste!! Amounts (Mil 
5)- (conti 

Jntorrnedlate 1117.01 117.0 (7.5) 7.5 7_5 7.5 
hybrids 
reported as 
debt 

Postretirement 509.7 18.0 lB.O lB.O 103.4 103.4 
benefit 
obligations 

Accrued 340.0 
interest nnt 
inclurled in 
repor+.ed debt 

Capitalized 54.0 154.0) 154.0) 154.0) 
interest 

Power purchase 456.5 304 30.4 30.4 30.4 
agreements 

Asset 93.6 24.0 24.0 24.0 24.0 12.6) (26) 
retiremElnt 
obligations 

Reclassifi:::ation 211.0 
of nonoperating 
income 
!expenses) 

Reclassification 123.0) 
01 
working-capital 
cash flow 
changes. 

Minority 270.0 
Interest 

Tota! 726.0 1.474.0 170.4 100.2 311.2 9.2 244.0 121.0 127.0 41.5 
adjustments 

Standard & 
Poor's 
adjusted 
amounts 

Operating 
income Casbflow Funds 
lbefore 1_ from from Dividend$ Capital 

Oabt Eguity D&AI fBITDA fBIT ....... D~eratio.ns o~ions I!aicf ')l28flditures 

Adjusted 20.958..0 l'.6B1.0 4.10B.4 4.038.2 3.139.2 1.18B.2 2,831.0 2.BOO.0 127.0 3.97B.5 

-MidAmerican Energy Haldings Co. reported amounts shown are taken tmmthe compall'/s financial statements but might include adjustmems made by data pl'O\'idels or 
le::iassificatiDllS made!r'/ Standard & Poor's analysts. Plsase note thai two reponed amounts (op&rs\ing inc:llme before O&A aoocash flllwfrom operations) are used to derive 
more than one Standard & PODr's-edjustBd amount (operating jocome before D&A and EBITDA. and cash flowtrom operatiDllS and funds from operatiollS, resp!!Ctiveiy). 
~BntiV, the tim ssctiO!l in soma tables may feature dupltcBtB des::riptiollS sndamount!. 

RatlllgsDct1ul 'I", Of AVd 1, 100m" 

MidAmeri~ Energy Holdings tn. 
Corporate Credit Rating 
Preferred Stock (2Iss[Jesj 

Senior Unsecured {7 Issues) 

Corpmale Credil Ratings History 

17-Mar-200S 

lB-Sep-200B 

Standard & Poor', RatingsDirecl I April 1. 2009 

BBIl+/Stable/
BBB-

BBIl+ 

BBIl+/Stable/
A·N/atch Neg/-

Sla:1:lCi(~ & Pow's. AU fij;htt resarwd 110 replint Qr :lisseminatim witt.nut $&ITs pelJT1:ss!I)I1, See Terms of Use./Disele;rner O~ the iast page. 
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Oti-Mar-2006 

25-May-2005 

Related Entities 

CE Cancnan Water and Energy.Co. hie. 

Senior Secured (1 Issue) 

CE Eleotric U.K. Funding Co. 
Issuer Credit Rating 
SeniorUnsecurad (1155u8) 

CE Generation UC 

Senier Secured 11 Issue) 

Conlova EnergV Co. LtC 

Sfmler Secured 11 Issue) 

iowa-illinois Oas I:. Electric Co. 
Senior Unsecured (5 Issues) 

Kem RlverGas Transmission Co. 
Senior Secured (2 Issues) 

MidAmarican Energy Co. 
Issuer Credit Rating 
Commercial Paper 

Local CUtT81lcy 

p",ferre<i Stock (1 Issuol 
Senior Unsecured 19 Issues) 
Senior Unsaclired (2 Issues) 

MidAmericln Fundirq u.c 
Senior Secured 12 Issues) 
Midwest Power Sptall15 Inc. 

Senicr Unsecured I1lssuel 
Northera Electric DistribuOOn ltd. 

Issuer Credit Rating 
Senior Unsecured 11 Issue) 
Northam EJBCtric Finance PLC 

Senior Unsecured (1 Issue) 

NDrthern Electric PLC 

Issuer Credit ~ating 

Senior UnsetlJred (1 Issue) 

Northern Natural GIS Co. 
Issuer Credit Rating 

Senior Unsecured (5Issues) 

PecifiCorp 
ISSUBr Credit Rating 

Commercial Paper 

Local CulTBl/Cy 

Preferred Stock (1 ISSllSI 

Senior Secured (43 Issues) 

www.&tandardBndpoars.com/ratingsdirect 
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A-/Stabl'l
BBB~!Watch PosJ-

BB-/Stabl, 

BBB+/W.tch N'g/A·2 

A/Negative 

BB+/Stabl, 

BB/Stabl. 

A-/A-2 

A-/Stabl, 

A-/St.bl'/A-2 

A-2 
BBB+ 
A

A-1M 

BBB+ 

A-1M 

A-/Watcli N.g/

A-

NNegativa 

BBB+/Watch Neg/A-2 
A-

A/Stablet
A 

A-/Stabl./A-2 

A-2 

BBB 
A 

9 
Star.d3rd& Poor's- Ail rights ~serm.l. Nt! rlIp,~~tor dissaminatKm wilhDUl: S&l"sparmissioo. SeiJ Tenr.$ oI'UselOist1aimet on tl'.e I~stpage. 
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SeniorSecured'(7Issuesj 

Seniot Secured (4 Issues) 

Senio~ Unsecured (1 Issue} 

Semor Unsecured (3 Issues) 

Senior Unsecured (2 Issues) 

Salton 588 Funding Corp. 
Senior Secured (3 Issues) 

Utah Power & liGht Co. 

Senior Secured (llssua) 
Yark"'ire Eloctriclly Distribution PLe 

Issuer Credit Rating 

Senior Unsetured (1 Issue) 

Senior Unsecured {1 Issue} 

Yorkshire Electricity Group PLC 

Issuer Credit Rating 

Yorksllire Power Group Ud. 
Issuer Credit Rating 

Senior Unsecured (1 Issuel 
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AiNegative 

AA·/W."h Dev 

A· 

MA·2 

AA~atchOev 

B8B-/Sta~e 

AAA/Watch Neg 

A·/Watch Neg/A-< 

A·/Watch Neg 

NNegative 

BBB+JW."h Neg/-

BBB+JWatch Neg/A-2 

BBB+iWatch Nag 
9Unless otherwis& noted, I'll! ratings in this rapoll are global scale ratings. S(and&rd & Poor's credit ratings onll1e global scale are C1lmparable across count/ias. Standard 
& Poor'scredit ratir:gs on e national sca.leare relative to obligors or obligatiDrG within that specific count1y. 
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Outlook 
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MfdAmer1can Energy Holding, Co. 
(I Mit.) 

6130/08 

Revenue .12,497. 
Gross"Margin 6,688 
cash"Flowfrom 
Operal;lolIS 2,214 
OpiratfnR brroA 3,842 
Total Debt 1?644 
Total tiiplialfzatlon 29,693 
<~-:,e(SJ '. 12.21 

!eX/Depredation 

.--' 221.) 

Analys'" 

Karen Anderson 
• 1 312368·3165 
karen.Andel'somlf1tdlratlngs.cQm 

Phfltp W. Smyth, CFA 
+1 212908·0531 
phUfP.smyth@fitchrlltlngs.com 

Related Research 

• MfdAmerlcan Energy Co., 
Sept. 2, 2008 

121311Q7 

_f2.1!~ 
6,696 

.. 2~3~_S. 
3.838 

19 •. 855 
29,405 
13.68 

147.2 

• MidAmerlcan Energy Holdings Co., 
AlIS'. 23, 2007 

Profile 

MEHC, a majority·owned (87.4%) 
subsidiary of Berkshire Hathaway, 
provides electric and gas service to 
approXimately 6.9 million 
customers worWwide through its 
retail subsidiaries fn the U.S. and 
the U.K. MEHC is also involved in 
the production of energy from 
diversified fuel wurces.. 
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Corporates 

MidAmerican Energy Holdings Co. 
A Subsidiary of Berkshire Hathaway, Inc. 

Rating Rationale 
• Fitch Ratings affirmed the ratings of and Stable Outlook 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 operational diverslty. Regulated 
operations are expected to account for more than 94% of 2008 operating income. 

• Fitch's ratings analysis also takes into consideration the significant implicit and 
explicit support from principal shareholder Berkshire Hathaway, Inc. (BRK, rated 
'MA' 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 support 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 debt and 
protective subsidiary bond covenants that. under certain circumstances) couLd 
restrict cash distributions from the subsidiaries to MEHC. Favorably, the restrictive 
bond covenants have not historically limited the flow of cash to MEHC . 

• MEHC's EBITDA·to·interest ratio and funds from operation (FfO) interest coverage 
were Z.9 times (x) and 3.0x, respectively for the lZ·month period ending 
June 30, 2008. Consolidated leverage, as measured by the ratio of debHo·EBITDA. 
was 5.1x for the same period. 

Key Rating Drivers 
• Execution risk assodated with utfUty capital expenditure pro8rams. 

• Adverse regulatory outcomes at domestic utilities . 

• Support from BRK and stable cash flows from regulated utility operations. 

Liquidity 
MEHC has access to short·term liquidity through a $600 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 fadlity. Additionally, BRK has established a $3.5 billion equity 
commitment agreement for MEHC, the proceeds of which can be used to repay debt 
obligations of MEHC 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 $35 billion was available for MEHC. 

MEHC parent maturities are $1,000 million in Z008 and $500 million in Z01Z. Maturing 
debt is expected to be met through a mix of internal cash generation and re·financings. 

www.fitchratings.com September 2, 2008 
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Financial Summary - MidAmerican Energy Holdings Co. 
($ Mil., AscaL Years Ended Dec. 31) 

LTMEnded 
6!l0/08 2007 200' 2005 2004 1003 

Fundamental Ratios (x) 
Funds from Operations (fFO)lInterest Expense 3.0 2.' 2.' 2.4 2.4 2.7 
Cash Flaw from Operations (CFO)/Interest Expense 2.7 2.8 2.7 2.5 2.' 2.' 
Debt/FFO 7.4 '.5 '.7 '.0 '.2 '.1 
Operating EBrr !Interest Expense 2.0 2.0 1.' 1.7 1.7 1.' 
Optrating EBlTDAllnterest Expense 2.' 2.' 2.7 2.4 2.4 2.' 
Debt/Operating EBITDA 5.1 5.2 5.8 5.4 5.' 5.' 
Common DMdend Payout (:t) 
Internal Cash/Capital Expen(!lrures is) 88.1 137.9 114.1 164.7 183.2 179.9 
capital ExpenditlU'e5JDepreclatton (%) 221.3 141.2 167.2 130.9 121.9 111.0 

ProfttabUity 
A.djusted R&'Ief'IUE!S 12,497 12,376 10,301 7,116 6,553 5.948 
Net Revenues 6,688 6,696 5,714 3,831 3.801 3,532 
Operating and Maintenanc;e Expense 
Operating ESrTDA 3,842 3,838 3,128 2,137 2,163 2,,,", 
Depreciation and Amortization Expense 1,136 1,150 1,007 608 638 610 
Operating £BIT 2,706 2,688 1.121 1,529 1,525 1,394 
Gross Interest Expense 1,326 1,320 1,153 891 .03 771 
Net Income for Common 1,196 1.189 91. 063 170 416 
Opitratlng Maintenance Expense % of Net Revenues 
Operattng EBIT S of N~t Revenues 40." 40.1 37.1 39,9 40.1 39.S 

Cash Flow 
cash Flow from Operations 2,214 2.335 1,92l 1,311 1,425 1,218 
Change in Working Capital (438) PI (142) 24 121 (83) 
Funds from Operations 2,652 2,338 2,064 1,287 1,304 1,301 
Oividends 
Capital Expenditures (2,514) (1,693) (1,684) (796) 1778) Ibn) 
Free Cash Flow (300) 642 238 515 647 541 
Net Othe'r l~t cam Row (894) (1,768) (763) (362) (229) (285) 
Net Change In Debt 387 1,715 1,964 (212) 113 (330) 
Net Change In EqUity 10 10 3,382 (23) (1) 

Capital Structure 
Short-Term Debt 63 130 552 ?O • 48 
loog-Tenn Debt 19,581 19,725 17,449 11,515 11,997 11,826 
Total Debt 19,644 19.855 1S,ODt '1,585 12,006 1',B74 
Total Hybrid EQuitY 136 224 243 110 104 102 
Common Equity 9.913 9,326 8,011 3,385 2,971 2,771 
TotAl Capital 29,693 29,405 26.255 15,080 1S,OB1 14,747 
Total DebtlTotal Capital (':Ii) 66.2 67.5 68.6 76.8 79.6 80.5 
Total Hybrid EqutryrrotaL CapitaL (~) 0.5 0.' 0.' 0.7 0.7 0.7 
Common EquttylTotal Capital (%.) 33,4 31.7 30,5 22.5 19,7 18.8 

LTM- Latest 1Z months. Operatif\li E6fT - Operating income before total reported state ilnd federal Income tal< elCpense. OpeoI.ting EBITOA - Operating Income berore 
lOta: reported state ami tederal ioconte tax expense plus depreciation and amortization expense. Note: Numbers may not add due to rounding. Lolli·term debt intludes 
trus:: preferred securi~. 
SO:Jroo: Company reports, Fitch Ratlng5. 
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