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World’s No. 1 in Power Technology

Power Products Power Systems
Service
Global presence Our markets
41,000 employees Electric, gas and water utilities
~150 focused factories, engineering Power producers
and service centers Industrial and commercial customers

In more than 70 countries Channel partners

North America presence
5,300 employees

~45 focused factories, engineering
and service centers
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Power delivery infrastructure
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Commercial Facilities

Manufacturing Plants

Broadest offering in the industry




Power divisions today
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Power Products Power Systems

Revenues $6.4 bnt Revenues $4.0 bn?

HV MV Grid : Network Power

High-voltage and medium-voltage Turnkey substations, grid systems,
products, distribution and power network management systems, power
transformers plant control systems, service

Main customers: Utilities, power plants, Main customers: Utilities, industries
industries, EPCs, OEMs and product and EPCs

distributors Employees: 13,000

Employees: 27,500

1 Full-year 2005 revenues




North America market overview: Power divisions
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Market Deregulation, industrial Aging infrastructure, Deregulation, Energy
drivers growth, load growth, asset utilization, Bill, reliability,
reliability, aging customer outsourcing transmission grid policy,
infrastructure, grid policy asset management
Customer Utilities, power Utilities, large Utilities, power
base generators, private grid industrial businesses generators

operators, industrial and
commercial businesses

Competitors Siemens, Areva T&D, GE, locals Siemens, Areva T&D,
Cooper, Waukesha, GE GE
Mquet No. 1, 2, or 3in all areas Growth area No. 1, 2, or 3in all



Market drivers
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Load growth in cities and suburbs is driving system replacements and
expansion

Brownout and blackout incidents related to aging infrastructure sporadically
creating short-term demand for equipment and services (St. Louis, New
York)

Regional planning by transmission organizations is driving higher reliability
standards

Utility rate cases coming due (18 in 'O7 and '08) creating opportunities for
infrastructure improvements

Power generation additions, esp. wind power, creating need for
transmission

NERC, the new Electric Reliability Organization, will set enhanced national
standards within the next year

DOE will designate National Interest Electric Transmission Corridors in 2007




Designated Critical Congestion Areas
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DOE Congestion Study
August 2006




Conditional Constraint Areas
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DOE Congestion Study
August 2006




Grid infrastructure aging
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75% of transmission lines are 25 years old or older
75% of power transformers are 25 years or older

60% of circuit breakers are over 30 years old
Source: DOE

60 -

Mean age in 1998
29.31 years
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Number of transformers by age at 39 utilities

Source: Annual Electric Transmission and Distribution Best Practices Survey, TB&A, November 1998




U.S. entering a transmission investment cycle
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EEI 2006

Investor-owned utilities
exceeded investment
projections in their
capital budgets in 2004
and 2005

An increase of 15% is
projected for 2007 with
more traditional
increases planned for
2008 and beyond




Transmission line plans
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AEP (765-kV) and Allegheny Energy (500-kV) proposed lines have received
incentive transmission rates from FERC

Other utilities will begin promoting their own projects

San Diego Gas & Electric’s Sunrise Powerlink 150-mile line - in service 2010 has
met CA PUC application requirements

Transwest 500-kV line from Arizona to Wyoming feasibility study is on track
ATC $3.4 billion in proposed projects

East Plains Transmission Project by Tri-State G&T and WAPA to build 1,000 miles
of 230-kV, 324, and 500-kV lines in Colorado

South Dakota House Bill 1260 to promote construction of power plants and power
lines to become a major industry for the state

Eastern New Mexico will require additional transmission capacity to export its
renewable power generation

Additional AC & DC interconnections along U.S.-Mexico border are being proposed
by AEP, CFE & others

Sea Breeze Victoria Converter Corp received (9-7-06) first National Energy Board
permit to build an international merchant power line connecting Canada to the U.S.

Currently more than 335 transmission projects filed with
NERC totaling over 10,000 miles




Electric power utility challenges
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Utilities are looking for ways to solve the aging
workforce issues

Even in highly technical areas, utilities are beginning
to outsource as their in-house capabilities diminish
and cannot be replaced

Load growth and industrial and commercial
expansion requires utilities to bring additional grid
reinforcements on-line sooner than previously
expected

State regulatory siting obstacles

Optimization of existing assets and right-of-ways to
avoid the painful process of new line siting

Asset O&M costs must be lowered

Reliability standards from multiple oversight
agencies

Heightened environmental and regulatory
compliance impacts

Renewable usage standards must be met




Leader in advanced and conventional grid technologies
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Controls

Real-time
monitoring
& controls

Power transformer

HVDC
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High-voltage
switchgear

Distribution systems
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