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Our first regulator survey: positive skew to utilities

We launch our first U.S. utility regulator survey, noting that responses were generally in
line with what we’ve observed in our company coverage, with a positive skew on
spending, holdco debt and ratemaking mechanisms. To no surprise, responses on ROE
(generally trending down or the same) and on capital spending (trending up) line up with
existing trends we’ve observed. Our respondents tended to be neutral on questions
about non-traditional rate base assets and performance-based regulation.

Lots of offsets to lower ROEs: capital spend trending up
Outside of higher capital expenditure expectations, other items of constructive note
include respondents’ general comfort with debt, high expectations for the use of
trackers, and a majority view of constructive regulatory relationships. The use of holdco
leverage increasingly is viewed as less punitive by regulators; we flag that the most
recent Alliant (LNT) lowa settlement yielded a non-punitive approach (via double
leverage adjustments) for ratemaking. Regulators, however, are still split on the use of
performance-based ratemaking.

Distribution spending strong, but what about generation?
To no surprise, capital spending is generally weighted toward distribution investment
with generation taking a back seat. This also goes for non-traditional generation
resources such as rooftop solar. Time of use rates and qualifying facilities (QFs) have
been a subject of ongoing debate in many jurisdictions, where we see states generally
split, also in line with our survey results. Electric vehicle (EV) infrastructure also appears
controversial. Not only does our survey show a majority of respondents neutral on these
topics, but we note the Kansas Corporation Commission (KCC) recently denied Kansas
City Power & Light's (KCP&L) request for recovery on EV spending. With rooftop solar at
the heart of the time of use debate, we see EV only widening the discussion among
state stakeholders given the wide price range of utility-charging tariff structures.

What regulated utilities do we like?

Core utilities among our recently launched Buys include AGR, ED, AEP, and XEL. We
believe the sector continues to benefit from historically constructive recovery
mechanisms around capital deployment. We expect DPS growth to persist in the ~5%
range overall, while maintaining consistent payout ratios. We see this survey skewing
positive for utilities in general, but specifically for those geared towards renewables and
infrastructure spending: LNT, AEP, XEL, AEE, NEE, CMS, and ED, among others.

Methodology

We asked regulators from all state utility jurisdictions to complete our survey; 42
regulators submitted anonymized responses to an online survey of 12 selection
questions and one free-form question. The questions covered topics including ROE
trends, alternate ratemaking, and capital spending. The survey results present a window
into regulator thinking, but not definitive answers. The respondents were anonymous, so
we could not verify diversity of jurisdiction. Additionally, regulators across states are
difficult to generalize and often hold a wide array of opinions, so we see this survey as
simply a snapshot of select views.
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And the moment we’ve all been waiting for...

This is our first survey of regulator opinions with 42 anonymous respondents
across U.S. state jurisdictions. We do not include any specific state references in
our questions below, and regulators’ views are their own. Respondents were able
to suggest topics/questions they are currently tackling in their jurisdictions,
included at the end of our survey results.

Responses in line with expectations
Q: What is the current trend of authorized ROEs?

Half of regulators responded that they believe authorized ROEs will remain about the
same and another 40% thought ROEs would trend down. Few said they thought ROEs
would increase. None thought there would be any dramatic changes in ROEs in either
direction.

We asked this question because authorized ROEs have tracked down steadily, even for
the last two decades. This result tends to follow that trend and is a data point to
suggest ROEs may continue in the same direction.

Chart 1: Most respondents believe authorized ROEs will remain about the same or decrease
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Source: BofA Merrill Lynch Global Research

ROEs continue to decline: Though largely expected by investors

We provide a historical table of authorized ROEs below, noting that authorized ROEs
have continued to decline while capital structures have continued to rise. The spread to
10-year U.S. Treasuries has consistently widened as rates have come down over the last
10 years. We highlight that ROEs linked to U.S. Treasuries could offer underwhelming
value today, but should offer investors an effective hedge against raising rates in the
future. The key name here is AEE.

Bankof America %%

2 US Electric Utilities & IPPS | 25 October 2017 Merrill Lynch



EXHIBIT (MH-D-2) Page 3 of 28

Table 1: ROEs have continued to come down, while utilities’ capitalization structures have been increasing towards 50/50

[Natural Gas Electric
Date Retunon Retumon  Equityto Cap (%) ROE Spread to 10YR Date Returnon  Return on Equity to Cap (%) ROE Spread to 10YR UST
Equity (%) Capital (%) UST (%) Equity (%)  Capital (%) (%)
2016 9.54 7.54 50.06 727 2016 9.77 7.54 48.91 7.50
2015 9.60 7.40 49.93 7.96| |2015 9.85 7.40 49.54 8.21
2014 9.78 7.53 51.11 714 2014 9.91 7.68 50.28 7.27
2013 9.68 7.67 50.60 7.69 2013 10.03 7.67 49.25 8.04
2012 9.94 7.63 5113 8.15| |2012 10.17 7.85 50.69 8.37
2011 9.92 8.13 52.49 6.55 2011 10.29 8.13 48.26 6.92
2010 10.15 NA 48.70 6.56| 2010 10.37 NA 48.63 6.79
2009 10.22 7.76 48.49 7.38| 2009 10.52 8.08 48.57 7.68
2008 10.39 8.28 50.35 6.80( [2008 10.41 8.47 47.94 6.81
2007 10.22 8.69 48.47 542 2007 10.30 8.69 47.88 5.49
2006 10.40 8.58 47.24 5.89( 2006 10.32 8.94 48.54 5.81
2005 10.41 8.80 48.40 6.29| 2005 10.51 9.04 47.34 6.38
2004 10.63 9.15 45.81 6.50( 2004 10.81 8.25 46.96 6.68
2003 10.99 9.34 49.93 7.02 |2003 10.96 9.34 49.32 7.00
2002 1117 9.00 48.92 6.13| 2002 1.21 9.26 45.94 6.18
2001 10.96 NA 43.96 5.85( [2001 11.07 NA 4718 5.96
2000 11.34 9.47 48.91 467 2000 11.58 9.52 49.86 491
1999 10.74 NA 49.22 6.09 1999 10.72 NA 40.60 6.07
1998 11.51 9.77 49.50 6.00 1998 1.77 9.77 46.59 6.26
1997 11.30 9.67 47.76 4.81 1997 11.33 9.67 48.87 4.84
1996 11.12 9.55 47.52 5.54 1996 11.40 9.55 42.35 5.82
1995 11.44 9.61 50.15 3.85 1995 11.58 9.61 45,67 4.00
1994 11.24 9.66 48.11 5.60 1994 11.21 9.66 4479 5.57
1993 11.37 9.58 46.29 5.01 1993 11.46 9.87 47.32 5.10
1992 12.02 10.36 46.65 474 1992 12.09 10.26 44.40 4.82
1991 12.45 10.99 47.16 4.44 1991 12.54 10.89 43.68 454
1990 12.68 10.84 47.25 4.26 1990 12.70 10.75 4312 4.28
1989 12.87 10.95 47.64 3.89 1989 12.97 10.82 4450 3.99
1988 12.84 10.65 45.81 459 1988 12.80 10.63 4273 4.54
1987 12.72 10.75 45.91 5.55 1987 12.98 10.67 41.06 5.80
1986 13.46 11.03 46.06 441 1986 13.99 10.79 M4 494
1985 14.73 17.68 45.83 3.56 1985 15.18 1.4 40.04 4.01
1984 15.33 11.43 4253 3.69 1984 15.34 11.57 38.74 3.69
1983 15.25 11.39 43.26 4.44 1983 15.37 11.46 37.78 457
1982 15.65 16.96 41.02 1.51 1982 15.79 15.85 37.03 1.65
1981 15.11 11.55 40.88 243 1981 15.22 10.93 36.03 2.54
1980 14.05 10.44 40.53 2.92 1980 14.23 9.87 36.21 3.10
Average 11.71 9.94 47.39 5.42| |Average 11.86 9.70 45.08 5.57|

Source: BofA Merrill Lynch Global Research, SNL
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Q: Should authorized ROEs be linked to Treasury rates?
Most respondents provided a neutral opinion on linking authorized ROEs to Treasury
rates, with about an even spread of remaining respondents that agreed or disagreed. An
outlier of one regulator believed strongly that ROEs should not be linked. This suggests
the question is not of paramount importance to current regulators.

We asked this question in the context of some suggestions that ROEs and Treasury
rates could be linked to reduce lag and regulatory risk. The result suggests regulators do
not feel strongly either way.

Constructive backdrop for Ameren

ROEs linked to Treasuries are generally positive despite lllinois having amongst the
lowest nominal ROEs in the country due to the specific premium to 30-year Treasuries.
Many investors view a direct linkage as actually shielding the equities against the
current backdrop of rate hike risk. The current method establishes it at 5.8% above 30-
year Treasuries (currently at 2.88%), implying an 8.68% ROE today.

Chart 2: Over half of respondents are neutral on linking ROEs to Treasury rates
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Q: Do you see bill inflation as a problem within your
jurisdiction?

Respondents seem to see bill inflation as either concerning or manageable, with one
finding bill inflation to be a severe issue. A minority of respondents outright dismissed
bill inflation as an issue, suggesting regulators generally do observe that bill inflation
oceurs.

We were interested in regulators’ perspective on this question as an ongoing industry
topic. Concern over bill inflation might translate into less regulatory willingness to
increase capital expenditures that cause bill increases.

Commodity prices a lingering risk

Declines in commodity prices in recent years have enabled substantial headroom in bills.
How much longer will this persist as we reach the bottom in the fuel cycle? We believe
this is amongst the biggest dormant risks to the sector, threatening to derail future
capital spending in a potentially sudden manner.

Chart 3: About an even split of regulators in our survey find bill inflation concerning or manageable
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Q: Do you anticipate an increase in the use of regulatory
adjustment components of rate making, such as trackers
and riders, in your jurisdiction?

A majority of regulators agree or strongly agree that they are considering regulatory
adjusting rate components, followed by one-quarter of respondents that were neutral. A
minority disagree. The results suggest a greater interest in using tracker mechanisms
that respond better to changing conditions.

The traditional rate case requires utilities to file for rate increases at the commission, a
process that requires back and forth on requested numbers, testimony, witnesses, and
intervention. The process averages 9 months for historical rate cases, but can extend to
years. We asked the question because many utilities and regulators have expressed
interest in rates that adjust with less lag and reduce regulatory work. For instance, most
utilities have fuel trackers that adjust with fuel prices.

We see this as substantially improving the risk profile of the utility sector. We expect
additional legislation and shifts in the regulatory compact adopted by the respective
commissions to continue to expedite reinvestment in electric, gas, and water
infrastructure. The increased use of riders and trackers for spending allows utilities to
obtain immediate rate relief on a host of expense items that otherwise could cause a
lag in earned returns. We note GXP/AEE have both been working toward a legislative fix
in the Missouri senate to implement a more constructive ratemaking backdrop, which
likely would include trackers. For GXP, property taxes have been a large issue causing
GMO to under-earn materially.

Chart 4: Majority of regulators in our survey said they are increasing use of regulatory adjusting rate
components
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Source: BofA Merrill Lynch Global Research

We include rate case duration vs. requested base rate increases below, noting despite
the size of the rate request, the duration of most utility rate cases has only lasted about
a year. However, some stretch for years. Increasingly constructive jurisdictions likely
allow for settlements that can expedite the timeframe.

Bankof America %%
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Chart 5: Rate cases average 9 months, but can stretch to years

Rate Case Duration vs. Requested Rate Base Increase
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Q: Do you anticipate a trend toward performance-based

ratemaking mechanisms in your jurisdiction?

Almost a majority of regulators expressed no opinion on performance-based rate
making, followed by generally an even split of respondents that see or don’t see such a
shift. This suggests regulators at present do not hold strong opinions on performance-
based rate making. We asked the question because increasingly we see regulators
exploring regulatory mechanisms that incentivize utilities along regulators’ policy
objectives, including better reliability and customer service, and reduce the disincentive
to spend capital on new technologies. The result suggests no widespread major shifts
yet.

We see this as an emerging subject, but one that is still ripe for discussion. The “devil is
in the details” in implementing these, as specific targets could meaningfully impede the
ability to earn authorized ROEs or alternatively allow for outsized earnings relative to
targets. Energy efficiency adjustments are a more established example.

Decoupling normalizes the weather risk

Decoupling mechanisms allow the utility to “shield” itself from weather/load impacts.
We see this remaining controversial among utility jurisdictions, but note from an
investment perspective, it makes the earning variability easier to forecast. We note
large weather swings at POR and SCG, among other names, have added volatility to
quarters.

Chart 6: Most regulators in our survey have mixed feedback on performance-based regulation, with
an even split on those agreeing or disagreeing otherwise
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Q: Where do you see capital spending in your jurisdiction
heading?

Regulators mostly see capital spending increasing. Almost 75% of respondents see
capital spending increasing or significantly increasing, and the remaining quarter of
respondents see capital spending staying level. One outlier sees capital spending
decreasing. This aligns with our observations of continued growth in utility rate bases.

Investors have been concerned before about the risk of slowing total capital spending.
Consistently, where slowing was expected, positive revisions for further upward
acceleration in utility spending occurred.

Chart 7: Most regulators in our survey see capital spending increasing: positive for utilities
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This is one of the larger positive data points from the survey. While ROEs likely
are heading lower, more capital spending largely skews positive for the regulated utility
group. Regulators’ expectations of higher spending demonstrate to us an understanding
of their respective jurisdictions’ spending needs. It’s still unclear to what extent
regulators are accepting this spending, which could be challenged in contested rate
cases/dockets.

Chart 8: U.S. utility industry capex ($ bn) continues to grow
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Q: Where do you see capital spending for renewable

assets in your jurisdiction heading?

Of the capital spending discussed above, it is likely that some portion of it is in
renewables. Most regulators see spending increasing in renewables, with slightly over
one-quarter disagreeing. A host of utilities such as American Electric Power (AEP), Xcel
Energy (XEL), Ameren (AEE), and Dominion (D) have scaled renewable spending
announcements into 3Q17 results; AEE and AEP most recently announced $4bn and
$1bn, respectively in wind investments. Alliant (LNT) has ramped wind spending as well,
with 300MWs not yet in the plan. The ability for renewable spending to continue post
the production/investment tax credits phase-out is still unknown, although continued
cost declines as well as state mandates will likely keep this type of spending strong
longer term.

Chart 9: Most regulators in our survey see increasing capital spending on renewables
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Q: Do you see the leverage ratio of utility holding

companies as a problem in your jurisdiction?

Regulators are responsible for approving the capital structure of their jurisdictional
utilities, which operate often under holding companies outside their jurisdiction. The
survey results suggest regulators do not see holding company leverage as a concern for
their jurisdictional utilities.

Debt-to-total capitalization ratio of utilities today fall below the historical peak in the
early 2000s. The average today hovers around 55% and has seen a slight uptick in the
past five years.

Chart 10: Almost all regulators in our survey see utility holding companies’ leverage as appropriate
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Chart 11: Debt/total capitalization has seen a slight uptick in recent years after decreasing
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Q: Is there a trend of increased rate basing of non-
traditional resources, such as electric vehicle chargers and

rooftop solar?

One-quarter of regulators agree that utilities in their jurisdiction are rate basing non-
traditional assets. A plurality is neutral and another quarter does not see this trend. We
asked the question because of the potential for nascent and growing industries like
distributed generation and electric vehicles to add to rate bases through installation of
EV chargers and distributed rooftop solar.

Interest in non-traditional resources is often associated with state policy. Bottom line, it
all depends where you are.

Chart 12: A plurality of regulators in our survey were neutral on increased rate basing of non-
traditional resources

5% il S RS
0% e : . . i
Strongly disagree Disagree Neutral (exploring) Agree Extremely agree

Source: BofA Merrill Lynch Global Research

12 US Electric Utilities & IPPS | 25 October 2017 Bankof America %7~
Merrill Lynch



EXHIBIT iMH-D-Zi Paie 13 of 28

Q: Which segment of utility assets is seeing the most

investment in your jurisdiction?

Almost half of regulators in our survey said distribution receives the most capital
spending, followed by generation and transmission. This is line with trends of an
increasing proportion of projected distribution spending, driven by equipment
replacement, grid modernization, and reliability concerns. Although the proportion of
spending on generation is decreasing, it still composes about the same proportion of
spending as distribution.

It is key to note the responses in the survey show diversity in jurisdiction. Although an
averaging across jurisdictions shows distribution as the highest spending category, less
than half of responses indicate as such. About 20% of respondents saw transmission as
the area of highest spending in their jurisdiction, and a few responses even indicated
some other sector besides generation, transmission, and distribution as the top target
area of capital spending.

Chart 13: Distribution seems to see the most investment, followed by generation
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Chart 14: Projected functional capital expenditures by type from EEI
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Q: Which segment of utility assets is seeing the least
investment in your jurisdiction?

A plurality of regulators in our survey saw generation receiving the least amount of
capital spending. Conventional generation continues to see a meaningful slowdown
without meaningful demand growth. Only in regions with state renewable portfolio
standards and/or attractively priced offerings in high resource areas for wind and solar
are we continuing to see meaningful further renewables.

This is consistent with a low demand growth backdrop. With the cost of new generation
continuously declining, we see the pace of reinvestment here as dictated by outcomes
of tax credits and 201 tariffs.

Chart 15: Generation seems to see the least investment in respondents’ jurisdictions
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Q: How do you view the regulatory relationship with the

electric and gas utilities in your jurisdiction?

Most regulators view their relationship with utilities as generally constructive; about
70% responded that their relationship was generally or very cooperative. Broadly, we
see this as a positive data point on the positioning of the sector overall. Had we noted
concerns in the construct, it could have been negative for authorized ROEs, as
regulators would push back on proposed policies and hikes through lower ROEs.

There are a few data points where relationships are less positive, which we find in line
with our coverage and of note to watch. We do caution that responses to this question
may have caveats, such as self-filtering by respondents or where perception of
relationship does not necessarily translate in the result of a rate case. The highest
number of respondents skipped this question while most other questions had no skips
or just one.

Chart 16: Regulators in our survey generally see their regulatory relationship as constructive
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Q: What issues are most pressing to be aware of in your

state?

Respondents had multiple suggestions on topics not addressed in the previous question.
Every answer was different, suggesting the wide range of topics regulators are tackling
and the variety in utility jurisdictions.

Concerns raised
o Fuel diversity: generation in their states becoming too dependent on natural gas.
« Renewable resources: increasing costs to consumers.

o Nuclear: progress and cost, among regulators in jurisdictions with ongoing nuclear
projects.

« New regulatory mechanisms: interest in other regulatory mechanisms and
structural changes to utility regulation, representing a shift away from traditional
cost-based regulation, beyond performance-based regulation.

« Reliability: maintaining reliability and who ultimately is in charge of maintaining it.

« Natural disasters: the California wildfires and concern on preventing and
recovering from such events.

« Distributed generation: figuring out proper compensation for distributed
generation and its use, along with other resources such as energy efficiency and
storage, in reliability and resilience.

o  PURPA: whether there was too much qualifying facility (QF) generation receiving
regulated prices.

. Transmission constraints: insufficient transmission causing congestion and
overweighting on utility poles.

o Utility of the future: the changing utility business model.

« Advanced metering infrastructure and data access: data privacy issues related
to deployment of smart meters and other advanced metering infrastructure.

« Affordability: maintaining affordability for consumers.

« Joining organized market: interest in joining and concern over cost-benefit from
respondents from states not in competitive markets.

« DOE and federal legislation: the DOE proposed rule and FERC action, as well as
federal legislation, including tax reform.

« Water and wastewater infrastructure: building out and paying for more water
and wastewater infrastructure.

16 US Electric Utilities & IPPS | 25 October 2017 Bankof America %%
. Merrill Lynch
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Table 2: Ongoing rate cases as of October 18,2017

State Company Parent Docket Rate case Case type Rate Rate Returnon Return Common Rate base Document  Expected
co service type increase  change/ original on equity to ($M) filing date  decision
ticker ($M)  revenue costrate equity total date

(%) (%) (%) capital (%)
California Southern California Edison ~ EIX A-16-09-001 Electric Vertically 196.0 2.50 7.86 NA NA  22,977.999/11/16 12131117
Co. Integrated

Colorado Public Service Co. of CO  XEL D-17AL-0363G Natural Gas ~ Distribution 232.9 NA 7.49 10.00 5525  2,434.786/2117 1/31118

Colorado Public Service Co. of CO  XEL D-17AL-0649E Electric Vertically 377.9 23.50 7.55 10.00 5525  7,396.06 10/3/17 5/3/18
Integrated

Hawaii Hawaiian Electric Co. HE D-2016-0328 Electric Vertically 125.0 8.10 8.28 10.60 57.36  2,131.3512/16/16 NA
Integrated

lowa Interstate Power & Light Co. LNT D-RPU-2017-0001  Electric Vertically 175.5 11.60 NA 10.57 49.05  4,077.524/3/17 12131117
Integrated
Illinois Commonwealth Edison Co. EXC D-17-0196 Electric Distribution 99.9 3.60 6.47 8.40 4589  9,661.964/13/17 129117
Illinois Northern llinois Gas Co. SO D-17-0124 Natural Gas  Distribution 196.8 31.10 8.08 10.70 5421 254574 311017 2/28/18
Indiana Indiana Michigan Power Co. AEP Ca-44967 Electric Vertically 263.2 19.74 5.88 10.60 46.46  4,185.067/26/17 531118
Integrated

Indiana Northern IN Public Svc Co. NI Ca-44988 Natural Gas  Distribution 1435 22.70 6.74 10.70 46.02  1,482.829/27117 7124118

Kentucky Duke Energy Kentucky Inc. DUK C-2017-00321 Electric Vertically 48.6 15.80 7.08 10.30 48.89 705.059/11/117 4/30/18
Integrated

Kentucky Kentucky Power Co. AEP C-2017-00179 Electric Vertically 60.4 10.90 6.75 10.31 4168  1,191.796/28/17 1/31/18
Integrated

Massachusetts NSTAR Electric Co. ES DPU 17-05 Electric Distribution 60.2 7.00 7.61 10.50 5337 273440117117 1213117

(NSTAR)

Maryland Potomac Electric Power Co. EXC C-9443 Electric Distribution 68.6 10.10 7.74 10.10 5015  1,693.933/24/17 10/20/17

Michigan Consumers Energy Co. CMS C-U-18322 Electric Vertically 148.2 3.60 6.09 10.50 40.89  10,260.36 3/31/17 3/31/18
Integrated

Michigan DTE Electric Co. DTE C-U-18255 Electric Vertically 2309 4.80 5.57 10.50 37.59 15,391.344/19117 4/18/18
Integrated

Michigan Indiana Michigan Power Co. AEP C-U-18370 Electric Vertically 51.7 17.10 6.02 10.60 36.38  1,014.57 5115117 3115118
Integrated

Minnesota ~ ALLETE (Minnesota Power) ALE D-E-015/GR-16-664 Electric Vertically 49.2 7.70 755 10.15 5381  2,092.3911/2/16 113118
Integrated

Minnesota  CenterPoint Energy CNP D-G-008/GR-17-285 Natural Gas  Distribution 56.5 6.40 7.56 10.00 5218  1,028.108/2/17 6/1/18

Resources

Missouri Missouri Gas Energy SR C-GR-2017-0216  Natural Gas  Distribution 50.4 25.20 7.70 10.35 57.20 792,53 411117 3/8/18

Missouri Spire Missouri Inc. SR C-GR-2017-0215  Natural Gas  Distribution 58.1 17.60 770 10.35 57.20  1,231.67 4111117 3/8/18

North Carolina Duke Energy Carolinas LLC DUK D-E-7,Sub 1146 Electric Vertically 611.0 12.80 7.93 10.75 53.00 13,798.208/25/17 3/31118

Integrated
North Carolina Duke Energy Progress LLC  DUK D-E-2, Sub 1142 Electric Vertically 4775 14.90 7.66 10.75 53.00  8157.826/1/17 1/31118
Integrated
New Jersey  South Jersey Gas Co. Sdl D-GR-17010071  Natural Gas  Distribution 87.7 18.45 7.66 11.00 5424 1,635.11 1127117 1013117
New Mexico ~ Public Service Co. of NM ~ PNM C-16-00276-UT Electric Vertically 99.2 14.30 7.51 10.13 4961  2,381.2012/7/116 1203117
Integrated
New York Central Hudson Gas & FTS C-17-E-0459 Electric Distribution 63.4 NA 6.99 9.50 50.00 983.397/28/17 6/30/18
Electric
New York Niagara Mohawk Power NG. C-17-E-0238 Electric Distribution 261.0 10.30 6.93 979 48.00  5207.224/28/17 3/31118
Corp.
New York Niagara Mohawk Power NG. C-17-G-0239 Natural Gas  Distribution 69.7 12.30 6.93 979 48.00  1,222.04 4/28/17 3/31/18
Corp.
Ohio Dayton Power and Light Co. AES C-15-1830-EL-AIR  Electric Distribution 65.8 30.30 7.86 10.50 50.00 683.78 11/30/15 NA
Oklahoma  Public Service Co.of OK  AEP Ca-PUD201700151 Electric Vertically 169.7 NA 722 10.00 4850  2,527.47 6130117 6/30/18
Integrated
Oregon Portland General Electric Co. POR D-UE-319 Electric Vertically 99.9 5.60 7.46 9.75 50.00  4,594.052/28/17 1212117
Integrated
Texas Southwestern Electric Power AEP D-46449 Electric Vertically 105.9 12.70 7.38 10.00 4846  1,238.8912/16/16 1013117
Co Integrated
Texas Southwestern Public Service XEL D-47527 Electric Vertically 80.9 8.70 791 10.25 5397  1,887.518/21117 8/28/18
Co Integrated
Virginia Virginia Natural Gas Inc. SO C-PUE-2016-00143 Natural Gas  Distribution 442 19.56 123 10.25 48.77 750.93 3/31/17 NA
Washington ~ Avista Corp. AVA D-UE-170485 Electric Vertically 89.8 18.24 7.76 9.90 50.00  1,592.17 5/26/17 4/26118
Integrated
Washington ~ Puget Sound Energy Inc. D-UE-170033 Electric Vertically 144.0 7.00 7.74 9.80 4850  5,097.75113/17 12113117
Integrated

Source: SNL Research Regulatory Associates.
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Appendix

Survey questions
1. What is the current trend of authorized ROEs?

a. Significantly Lower
b. Lower
c. About the Same
d. Higher
e. Significantly higher
2. Should authorized ROEs be linked to Treasury rates?

a. Strongly disagree

b. Disagree
c.  Neutral
d. Agree

e. Extremely agree
3. Do you see bill inflation as a problem within your jurisdiction?
a. Extremely concerning
b. Concerning
c. Manageable
d. Not a concern

4. Do you see anticipate an increase in the use of regulatory adjustment
components of rate making, such as trackers & riders, in your jurisdiction?

a. Strongly disagree

b. Disagree
c¢.  Neutral
d. Agree

e. Extremely agree

5. Do you anticipate a trend toward performance-based rate making mechanisms
in your jurisdiction?

a. Strongly disagree
b. Disagree
c.  Neutral (exploring)
d. Agree
e. Extremely agree
6. Where do you see capital spending in your jurisdiction heading?
a. Significantly Lower

b. Lower

5 o Bankof America %%
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c. About the Same

d. Higher
e. Significantly higher

7. Where do you see capital spending for renewable assets in your jurisdiction
heading?

a. Significantly Lower
b. Lower

c. About the Same

d. Higher

e. Significantly higher

8. Do you see the leverage ratio of utility holding companies as a problem in your
jurisdiction?

a. Much too low

b. Slightly too low

c. Generally appropriate
d. Slightly too high

e. Much too high

9. s there a trend of increased rate basing of nontraditional resources, such as
electric vehicle chargers and rooftop solar?

a. Strongly disagree
b. Disagree

c. Neutral (exploring)
d. Agree

e. Extremely agree

10. Which segment of Utility assets is seeing the most investment in your
jurisdiction?

a. Generation

b. Transmission
c. Distribution
d. Other

11. Which segment of Utility assets is seeing the least investment in your
jurisdiction?

a. Generation
b. Transmission
c. Distribution

d. Other

—
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12. How do you view the regulatory relationship with the electric and gas utilities
in your jurisdiction?

a. Confrontational
b. Challenged but not bad
c. Mixed or Neutral
d. Generally constructive
e. Very constructive/cooperative
13. Free Form: What issues are most pressing to be aware of in your state?

Table 3: Responses to free form question

Respondents Responses
1 Public attitude about value/reliance on renewables. Too many believe that renewables could meet the total needs of the state
Net metering, appropriate percentage of renewables
Lack of diversification in generation fuel mix. Becoming too heavily concentrated in natural gas

2
3
4 Cost of renewable resources - increasing the cost to consumers
5 Whether to join an organized market

6 Reliability and cost control

7 Nontraditional means to address structural changes affecting service delivery while accommodating cleaner energy.

Review of traditional cost-based vs PBR and other forms of regulation

8 Looking beyond aspiration to reliable and resilient smartly connected EE, DER, storage, remote variable and community renewable generation, and
associated controlling and connectivity resources to delivery safe and reliable electric and natural gas services at reasonable rates, even under
multiple contingency conditions, such as could have been associated with west coast fires this year

9 Overweighting on utility poles, increasing competition for access to poles
10 Utility of the future discussion

11 Building nuclear plant
12 Reliability is whose responsibility?
13 Compensation for distributed generation. Transmission constraints. Unneeded QF capacity

14 Distributed generation, affordability
15 Water and wastewater infrastructure
16 Legislative, DOE

17 DER and data access via AMI

Source: BofA Merrill Lynch Global Research

Table 4: Stocks mentioned

BofAML Ticker Bloomberg ticker Company name Price  Rating
AEP AEP US American Elec Power US$73.97 A-1-7
AGR AGR US Avangrid US$ 49.5 AT
ED ED US Consolidated Edison US$ 85.76 B-1-7
XEL XELUS Xcel Energy US$ 49.46 B-1-7

Source: BofA Merrill Lynch Global Research

Price objective basis & risk

American Electric Power (AEP)

Our price objective of $79 is based on SOTP analysis. We ascribe a peer forward P/E
multiple (18x) to its vertically integrated utilities, a 1x premium to its T&D utilities, and
a 2x premium for its transmission-only Utilities segments, which is appropriate given

Bankof America 2%
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varying risk profiles vs. peers. We also ascribe limited value to the remaining Genco
valuation ($1/sh, based on $/kw values on the plants in line with appropriate transaction
values) and to the nascent renewables business ($2/sh), based on a 3x discount to peer
P/E multiple given uncertainty. Finally, $1.5/sh for the $4.5B Wind Catcher project based
on 10% ROE discounted back two years at 50% probability due to uncertainty.

Downside risks to our price objective arel) regulatory outcomes are less favorable than
expected, which could result in reduced ROE, 2) large capital intensive are subject to
delays or cost overruns, which can change the return profile, 3) natural disasters or
catastrophic events can affect system reliability and are subject to regulatory cost
recovery risk, 4) utilities are subject to interest rate risk to fund their business, which
affects cost of capital, 5) commodity risk affects the generation business margins and
indirectly affects the regulated business as a pass through cost, 6) consumer advocates
are focused on bill inflation, which can affect regulatory outcomes, 7) non-regulated
businesses are inherently more risky and subject to execution risk and commodity
variation.

Avangrid (AGR)

We value AGR on a sum of the parts basis (552 PO). The NY utilities get a slight (0.5x)
discount to the peer group (18x 2019E) P/E multiple due to uncertainty to earn high end
of guidance and historic issues, as do AFUDC (lack of clarity). The rest of the utilities
garner a peer multiple (18x). We also apply a 10X 2019 EBITDA multiple on the
renewables electricity sales earnings (based on comps) but strip out the tax
credits/hedge value and apply a DCF (4%, no terminal). We apply an 8x EBITDA multiple
for the small thermal assets (based on comps). Lastly, we back out the non-regulated
debt at the parent.

Downside risks: 1) Iberdrola controls over 80% of AGR, limiting liquidity and exerting
control over AGR's activities. 2) Regulatory relationships and outcomes could deteriorate
3) Existing exposure and likelihood of increasing exposure to the renewables business
provides a number of power purchase agreement related risks including direct
commodity risk (for the merchant plants), recontracting risk, and tax benefit recovery
risk. 4) Lack of adequate riders or capital recovery mechanisms could threaten ROE's 5)
The renewables business may not expand as fast as expected or have worse returns. 6)
Utilities are affected by interest rate risk, which changes cost of capital 6) Consumer
advocates or utility staff could become more or less focused on bill inflation issues that
could threaten ROE 7) Any non-regulated business that AGR partakes in is subject to
development risk

Consolidated Edison (ED)

Our $92 price objective is based on a sum-of-the-parts analysis applying premiums and
discounts to the regulated group multiples (21.5x/18.0x for gas/electric respectively).
We give a 1x P/E premium to the peer regulated multiple at CECONY given its rate
certainty, but also more upside should the company be able to outpace its allowed
return in the later years of its three year rate case cycle.

We apply a discounted PE for infrastructure projects given the lack of clarity around the
capital structure.

Downside risks: ED, like all utility stocks, is also sensitive to changes in the market level
of interest rates. Utilities historically underperform if bond yields rise, and outperform
when they fall. Furthermore, ED is a bellwether utility and has historically outperformed
during market uncertainty as a large liquid "flight to safety" stock. Further downside
risks are the inability to recontract storage, adverse regulatory outcomes, a
deteriorating regulatory environment, or unforeseen disasters such as the Harlem gas
explosion.
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Xcel Energy Inc (XEL)

Our PO is $53. We value Xcel Energy using a sum of the parts (SOTP) approach. Given
the difference in geography, earnings strength, growth opportunity and risk profile, we
divide the segments by subsidiary.

We use 2019E forward P/E multiples to derive a value for the different business
segments, including the parent segment. We relied on a peer multiple of 18.0x, in line
with current consensus expectations for 2019 forward P/E ratio utilities. We apply a 2x
premium to NSPM, NSPW, and PSCo given the favorable regulatory environment in both
subsidiaries' jurisdictions, as well as meaningful capex growth. We valued apply an in
line multiple for SPS. We see this multiple as appropriate as this subsidiary has
meaningful growth opportunities, but suffers from regulatory drag given historical test
years, which prevent timely recovery. Downside risks to our investment thesis are
interest rate increases, regulatory risk such as lower authorized ROEs or less favorable
riders/trackers for renewables and transmission, execution delays, and weather
anomalies.

Analyst Certification

I, Julien Dumoulin-Smith, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. | also
certify that no part of my compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or view expressed in this research report.

Bankof America %%
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US - Electric Utilities & Alternative Energy Coverage Cluster

Investment rating

Company

BofA Merrill Lynch
ticker

Bloomberg symbol

Analyst

BUY

American Electric Power AEP AEP US Julien Dumoulin-Smith
American Water Works AWK AWK US Julien Dumoulin-Smith
Atlantica Yield ABY ABY US Julien Dumoulin-Smith
Avangrid AGR AGR US Julien Dumoulin-Smith
CMS Energy CMS CMS US Julien Dumoulin-Smith
Consolidated Edison ED ED US Julien Dumoulin-Smith
Dynegy DYN DYNUS Julien Dumoulin-Smith
Edison International EIX EIXUS Julien Dumoulin-Smith
El Paso Electric Company EE EE US Julien Dumoulin-Smith
Exelon EXC EXC US Julien Dumoulin-Smith
Great Plains Energy Inc GXP GXP US Julien Dumoulin-Smith
NextEra Energy NEE NEE US Julien Dumoulin-Smith
NRG Energy NRG NRG US Julien Dumoulin-Smith
Sempra Energy SRE SRE US Julien Dumoulin-Smith
Vistra Energy VST VST US Julien Dumoulin-Smith
Westar Energy Inc WR WRUS Julien Dumoulin-Smith
Xcel Energy Inc XEL XEL US Julien Dumoulin-Smith
NEUTRAL
AES AES AES US Julien Dumoulin-Smith
Alliant Energy Corporation LNT LNTUS Julien Dumoulin-Smith
Ameren Corporation AEE AEE US Julien Dumoulin-Smith
CenterPoint Energy CNP CNP US Julien Dumoulin-Smith
Dominion Energy D DUS Julien Dumoulin-Smith
Duke Energy DUK DUK US Julien Dumoulin-Smith
Entergy ETR ETRUS Julien Dumoulin-Smith
FirstEnergy FE FE US Julien Dumoulin-Smith
NRG Yield NYLDA NYLD/AUS Julien Dumoulin-Smith
NRG Yield NYLD NYLD US Julien Dumoulin-Smith
PG&E Corporation PCG PCG US Julien Dumoulin-Smith
Pinnacle West PNW PNW US Julien Dumoulin-Smith
Portland General Electric Company POR POR US Julien Dumoulin-Smith
Public Service Enterprise Group PEG PEG US Julien Dumoulin-Smith
SCANA SCG SCG US Julien Dumoulin-Smith
WEC Energy Group Inc WEC WEC US Julien Dumoulin-Smith
UNDERPERFORM
8Point3 Energy Partners CAFD CAFD US Julien Dumoulin-Smith
Black Hills Corporation BKH BKH US Julien Dumoulin-Smith
DTE Energy DTE DTE US Julien Dumoulin-Smith
Eversource Energy ES ESUS Julien Dumoulin-Smith
Hawaiian Electric Industries HE HEUS Julien Dumoulin-Smith
NextEra Energy Partners NEP NEP US Julien Dumoulin-Smith
NorthWestern Corporation NWE NWE US Julien Dumoulin-Smith
OGE Energy Corp OGE OGE US Julien Dumoulin-Smith
Pattern Energy Group PEGI PEGI US Julien Dumoulin-Smith
PNM Resources Inc. PNM PNM US Julien Dumoulin-Smith
Southern Company SO SO US Julien Dumoulin-Smith
Terraform Power TERP TERP US Julien Dumoulin-Smith
Disclosures

Important Disclosures

Bankof America 2%

Merrill Lynch
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XEL Price Chart
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Equity Investment Rating Distribution: Utilities Group (as of 30 Sep 2017)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 49 50.00% Buy 32 65.31%
Hold 24 24.49% Hold 16 66.67%
Sell 25 25.51% Sell 12 48.00%
Equity Investment Rating Distribution: Global Group (as of 30 Sep 2017)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1513 51.82% Buy 956 63.19%
Hold 646 22.12% Hold 396 61.30%
Sell 761 26.06% Sell 359 4717%

* Issuers that were investment banking clients of BofA Merrill Lynch or one of its affiliates within the past 12 months. For purposes of this Investment Rating Distribution, the coverage universe includes only stocks. A
stock rated Neutral is included as a Hold, and a stock rated Underperform is included as a Sell.

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

Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster*
Buy 210% <70%
Neutral 20% <30%
Underperform N/A 220%

* Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

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

Price charts for the securities referenced in this research report are available at http://pricecharts.baml.com, or call 1-800-MERRILL to have them mailed.

MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Amer Elec Power, Avangrid, Consolidated Edison, Xcel Energy Inc.

The issuer is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Amer Elec Power, Avangrid, Consolidated Edison, Xcel Energy Inc.
MLPF&S or an affiliate has received compensation from the issuer for non-investment banking services or products within the past 12 months: Amer Elec Power, Avangrid, Consolidated Edison,
Xcel Energy Inc.

The issuer is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Amer Elec Power, Avangrid, Consolidated Edison, Xcel Energy Inc.
An officer, director or employee of MLPF&S or one of its affiliates is an officer or director of this issuer: Amer Elec Power.

MLPF&S or an affiliate has received compensation for investment banking services from this issuer within the past 12 months: Amer Elec Power, Avangrid, Consolidated Edison, Xcel Energy Inc.
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer or an affiliate of the issuer within the next three months: Amer Elec
Power, Avangrid.

MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this issuer. If this report was issued on or after the Sth day of the month, it reflects the
ownership position on the last day of the previous month. Reports issued before the 9th day of a month reflect the ownership position at the end of the second month preceding the date of
the report: Amer Elec Power.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the issuer on a principal basis: Amer Elec Power, Avangrid, Consolidated Edison, Xcel Energy Inc.

The issuer is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Amer Elec Power, Avangrid, Consolidated
Edison, Xcel Energy Inc.

BofA Merrill Lynch Research Personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of the Bank's sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.
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Other Important Disclosures

From time to time research analysts conduct site visits of covered issuers. BofA Merrill Lynch policies prohibit research analysts from accepting payment or reimbursement for travel expenses
from the issuer for such visits.

Prices are indicative and for information purposes only. Except as otherwise stated in the report, for the purpose of any recommendation in relation to: (i) an equity security, the price
referenced is the publicly traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is
indicative of the traded price as of the date and time of the report; or (ii) a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the reportand are
from various sources including Bank of America Merrill Lynch trading desks.

The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp.

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

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.

"BofA Merrill Lynch® includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA Merrill Lynch representative or
Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. "BofA Merrill Lynch® and *Merrill Lynch® are each global brands for BofA
Merrill Lynch Global Research.

Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:

MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name, regulator): Merrill Lynch (South Africa): Merrill Lynch
South Africa (Pty) Ltd,, regulated by The Financial Service Board; MLI (UK): Merrill Lynch International, regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority
(PRA); Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited, regulated by the Australian Securities and Investments Commission; Merrill Lynch (Hong Kong): Merrill Lynch (Asia
Pacific) Limited, regulated by the Hong Kong Securities and Futures Commission (HKSFC); Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd, regulated by the Monetary Authority of
Singapore (MAS); Merrill Lynch (Canada): Merrill Lynch Canada Inc, regulated by the Investment Industry Regulatory Organization of Canada; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de
(V, Casa de Bolsa, regulated by the Comisién Nacional Bancaria y de Valores; Merrill Lynch (Argentina): Merrill Lynch Argentina SA, regulated by Comisién Nacional de Valores; Merrill Lynch
(Japan): Merrill Lynch Japan Securities Co,, Ltd,, regulated by the Financial Services Agency; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch) regulated by the
Financial Supervisory Service; Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd., regulated by the Securities and Futures Bureau; DSP Merrill Lynch (India): DSP Merrill Lynch Limited,
regulated by the Securities and Exchange Board of India; Merrill Lynch (Indonesia): PT Merrill Lynch Sekuritas Indonesia, regulated by Otoritas Jasa Keuangan (OJK); Merrill Lynch (Israel): Merrill
Lynch Israel Limited, regulated by Israel Securities Authority; Merrill Lynch (Russia): 000 Merrill Lynch Securities, Moscow, regulated by the Central Bank of the Russian Federation; Merrill Lynch
(DIFC): Merrill Lynch International (DIFC Branch), regulated by the Dubai Financial Services Authority (DFSA); Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS.V, regulated by
Comisién Nacional del Mercado De Valores; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo S.A, regulated by Comissao de Valores Mobilidrios; Merrill Lynch KSA Company,
Merrill Lynch Kingdom of Saudi Arabia Company, regulated by the Capital Market Authority.

This research report: has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties (as each is defined in the rules of the
FCA and the PRA) by MLI (UK) and Bank of America Merrill Lynch International Limited, which are authorized by the PRA and regulated by the FCA and the PRA, and is distributed in the UK to
retail clients (as defined in the rules of the FCA and the PRA) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and subject to
limited regulation by the FCA and PRA - details about the extent of our regulation by the FCA and PRA are available from us on request; has been considered and distributed in Japan by Merrill
Lynch (Japan), a registered securities dealer under the Financial Instruments and Exchange Act in Japan; is issued and distributed in Hong Kong by Merrill Lynch (Hong Kong) which is regulated
by HKSFCis issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by DSP Merrill Lynch (India); and is issued and distributed in Singapore to institutional
investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch International Bank Limited (Merchant Bank) (MLIBLMB) and Merrill Lynch
(Singapore) (Company Registration Nos F 06872E and 198602883D respectively). MLIBLMB and Merrill Lynch (Singapore) are regulated by MAS. Bank of America N.A, Australian Branch (ARBN
064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distribute this report in Australia only to .
"Wholesale' clients as defined by 5.761G of the Corporations Act 2001. With the exception of BANA Australia, neither MLEA nor any of its affiliates involved in preparing this research report is an
Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No approval is required for publication or distribution of this
report in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch (DIFC) is authorized and regulated by the DFSA. Research reports
prepared and issued by Merrill Lynch (DIFC) are done so in accordance with the requirements of the DFSA conduct of business rules. Bank of America Merrill Lynch International Limited,
Frankfurt Branch (BAMLI Frankfurt) distributes this report in Germany and is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in the US and accepts full
responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research report and wishing to effect any transaction in any
security discussed in the report should do so through MLPF&S and not such foreign affiliates. Hong Kong recipients of this research report should contact Merrill Lynch (Asia Pacific) Limited in
respect of any matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this report. Singapore recipients of
this research report should contact Merrill Lynch International Bank Limited (Merchant Bank) and/or Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection
with, this research report.

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Merrill Lynch.

This research report provides general information only, and has been prepared for, and is intended for general distribution to, BofA Merrill Lynch clients. Neither the information nor any opinion
expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g,,
options, futures, warrants, and contracts for differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives,
financial situation and the particular needs of, and is not directed to, any specific person(s). This report and its content do not constitute, and should not be considered to constitute, investment
advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial
instruments and implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Any
decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering
document issued in connection with such offering, and not on this report.

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

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

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

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

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

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

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

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

Copyright and General Information regarding Research Reports:

Copyright 2017 Bank of America Corporation. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Bank of America Corporation. iQanalytics®,
iQcustom®, iQdatabase® are registered service marks of Bank of America Corporation. This research report is prepared for the use of BofA Merrill Lynch clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed
simultaneously to internal and client websites and other portals by BofA Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and
review of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report
(including any investment recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

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

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

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

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

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

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

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

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