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Today’s Natural Gas Story

AGA members have spent more than $10 billion in safety upgrades

Historic production and delivery

6,000 miles of new pipe (2.5 million existing)

Added 230,000 customers this year

CO, emissions lowest since 1990s; natural gas customers 4%
$1.5 billion invested in energy efficiency (2017)

Households save $874 per year

Businesses saved $105 billion since 2009 e

éj AEGIS 2019 Policyholders’ Conference

America’s Energy Position

The strongest ever!

Largest producer of oil, natural gas, refined products, and nuclear generation
Second largest producer of wind, coal, and solar
Largest liquid petroleum exporter

Second largest natural gas exporter

Energy exports cut trade deficit $363 billion since 2008
US exports displacing oil from OPEC and Russia
Insulating US economy from price spikes

More than $200 billion invested in manufacturing
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Opportunities & Risks

Opportunities

Pipeline safety reauthorization
Permitting reform — infrastructure

Energy innovation research & development

Risks

Pipeline siting and permitting constraints

Climate (fossil fuel bans / Green New Deal)

Aé: AEGIS 2019 Policyholders’ Conference

Enhancing Safety

Commitment to go beyond regulation KA =
and implement Safety Management System
Standard API 1173 in three years

Safety Peer Review Program

Proactive and post-incident leading practices

Natural gas utilities spend 8“
$824 every second on Standards and guidelines v
enhancing the safety of

natural gas distribution and Strong and effective pipeline safety regulation

transmission systems

S
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Leading by Example: Peer Reviews

The AGA Peer Review Program is a voluntary safety and operational
practices program that allows participating companies to be reviewed
by their peers, share leading practices, and identify opportunities to
better serve customers and communities

Each review features a panel of fellow gas utility professionals from
North America who provide the company with feedback to help
enhance its safety and efficiency

AGA members that serve 83% of the natural gas
customers in the US have participated in a peer review

Aé: AEGIS 2019 Policyholders’ Conference

Since 1990

c 2’] 4% Modern plastic pipelines
have increased by 214%

o, Cast iron pipelines
D) 5 8 7 have declined by 58%

o 50% Unprotected steel pipelines
have decreased by 50%
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Safety Statistics
Serious Distribution Incident Cause Breakdown Natural gas pipeline incidents
5 Year Average (2014-2018) continue to decline in the last

20 years, but significant
incidents highlight the need for
continued diligence on pipeline

All Other Causes safety. Data from 2014-2018
shows excavation damage and
Corrosion other outside forces are
leading causes of serious
Excavation Damage distribution incidents.

Incorrect Operation

Most serious excavation
incidents were caused by third-
parties (75%) and most other

m Material/Weld/Equip Failure

= Natural Force Damage outside force incidents were
related to vehicular damage
Other Outside Force Damage (68%).
£ AEGIS 2019 Policyholders’ Conference

Pipeline Safety Act Reauthorization

Legislated to be reauthorized every four years (2019)
Generally directs Department of Transportation to study or promulgate rules
Sets enforcement and fine limits

Significant incidents often drive mandates

= AEGIS 2019 Policyholders’ Conference
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Pipeline Safety Act Reauthorization

Congressional hearings

House: Transportation and Infrastructure Committee
House: Energy & Commerce Committee

Senate: Commerce, Science and Transportation Committee

Senator Markey: “Leonel Rondon Pipeline Safety Act”

Merrimack Valley incident

£ AEGIS 2019 Policyholders’ Conference

Gas Distribution Integrity Management Program (DIMP) Plans

Risks that could lead to or result from operating distribution line above MAOP
Operators to submit DIMP plans, ER and O&M manuals to state / PHMSA
PHMSA to audit states to ensure sufficient review

Intended to require that states pay more attention to the manuals; may give state
additional resources

= AEGIS 2019 Policyholders’ Conference
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Emergency Response Plans

Focuses on quicker communication with first responders and public officials

Establish communication as soon as practicable, but not later than 30 minutes after
“gas pipeline emergency”

Develop voluntary opt-in system to allow rapid communication to customers

2 AEGIS 2019 Policyholders’ Conference

Expect

Focus on Merrimack Valley Incident
Records
Work oversight
Over-pressurization
Emergency response
Increased fines/penalties
Transparency

PHMSA to increase oversight of states

Industry to take actions beyond legislation

2 AEGIS 2019 Policyholders’ Conference
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Industry Cyber Programs

Peer Cyber Review Program
Cybersecurity Capability Maturity Model (C2M2)

Downstream Natural Gas Information Sharing and Analysis Center
(DNG-ISAC)

Cyber Metrics Program

Participating in cross-sector exercises such as GridEx

Aé: AEGIS 2019 Policyholders’ Conference

Reducing the Environmental Impact

Voluntary methane emissions best practices
Technology development
Research

Natural Gas Sustainability Initiative

a AEGIS 2019 Policyholders’ Conference

THURS_GS_Electric Gas Industry Update v05



7/18/2019

Natural Gas Utilities and its Customers Have Made Significant
Progress Reducing Emissions

Declining Customer

CO, Emissions

Carbon Dioxide Emissions per mMethane Emissions from Pipeline Main
Residential Natural Gas Customer Methane  eminstalled Main Pipe
8 (Metric Tons CO2 per Year) emissions Thousand
MMT CO2e Miles of Main
7 16 1,400
6 14 1,300
5 12 1,200
4 10 1,100
3 8 1,000
6 900
2 4 800
| : [ =
0 0 600
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Advancing and Deploying Energy Efficient Technologies
in Homes and Buildings
- . s
Space cooling, up to 45% . Building efficiency, 10-45%
Space heating, up to 40% ° loT based thermostat Water heating,
* Building envelope @ up to 55%
¢ Gas heat pump @ 9 P i
¢ Absorption
] heat pump
. . o
Cooking, minimal change B— o5 Laundry, 55%
° Gas stove ° Gas dryer
 Gasoven \2 C T T aaae i
washing
A£AEGIS 2019 Policyholders’ Conference
d
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Providing Decarbonized Natural Gas Solutions for Consumers

Renewable
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Natural Gas: Part of the Solution to the “Energy Trilemma”

* Reliable infrastructure
° Able to meet demand

* Management of diverse
sources of domestic supply

—)

o

The Energy Trilemma
The three variables cannot be
thought of independently

° Energy efficiencies in
demand and supply

* Energy supply from low ——
carbon and renewable
sources

* Population can access
<——— and afford energy

* Growth can be blocked
by poor energy access
or high prices

iééAEGIS 2019 Policyholders’ Conference
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The commitment of America’s natural gas utilities to safety and
resilience means that we are a part of the fabric of our
communities today.

Our mission to constantly innovate means that we will play a

role in our customer’s lives and the prosperity of this nation for
many generations to come.

£ AEGIS 2019 Policyholders’ Conference

)

PANEYAN

American Gas
Association

T h k Y Gary W. Gardner
a n O u Vice President, Corporate Affairs & Corporate Secretary

American Gas Association, Washington, D.C.

1 202-824-7270
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Agenda

Financial State of the Industry
ESG / Sustainability and the Natural Gas Sustainability Initiative (NGSI)

Clean Energy Transformation
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Finance: Industry Capital Expenditures
$ Billions
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Notes: Total company spending of U.S. Investor-Owned Electric Utiities, consolidated at the parent or appropriate holding compan

Source: EEI Finance Department, company reports, S&P Global Market Intelligence (October 2018).

AAEGIS

Projections based on publicly available information and extrapolated for companies reporting fewer than three projected years (0.1% and 5.7% of the industry for 2019 and 2020, respectively).
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Finance: Projected Functional CapEx
$ Billions
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Notes: Total company functional spending of U.S. Investor-Owned Electric Utiities may not sum to 100% due to rounding error. Projections based on public

Source: EEI Finance Department, company reports , S&P Global Market Intelligence (August 2017).
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y
available information and extrapolated for companies not reporting functional detail (1.3%, 1.3%, 1.3%, 0.7%, 0.9%, 0.8% of the industry for 2013, 2014, 2015, 2016, 2017, 2018 respectively).

2019 Policyholders’ Conference

THURS_GS_Electric Gas Industry Update v05

14



Financial Highlights
As of December 31, 2018

¢ Strengthening ‘BBB+ average

Credit Rati
redit Ratings * Outlook 77% stable or positive

2 AEGIS

Stock 1-year 18.7% 10.1% 9.5% 9.4%
Performance 3-year 29.5% 57.6% 46.3% 58.7%
as of 3-31-2019 5.year 69.1% 77.9% 67.8% 84.1%
10-year 239.5% 339.9% 338.1% 404.7%
° Yield = 3.4%
Dividends ° 41 of 42 companies currently paying a dividend

° 39 of 42 companies increased dividend rate in 2018

2019 Policyholders’ Conference

Tax Reform Results

E/ Reduces the corporate tax rate
M/ Maintains interest deductibility for corporate debt
M/ Maintains deductibility for state & local taxes

M Maintains tax normalization and addresses
Excess Deferred Taxes (EDT)

Keeps dividend tax rates low and on par
with Capital Gains Tax rates

2 AEGIS
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Example ESG topics

Environmental

* GHG & energy use

« Air quality

» Coal ash

«  Water stewardship

« Energy efficiency

+  Supply-chain impacts

Level-Setting on Environment, Social and Governance (ESG)

Governance

Community impacts + Board diversity

Economic contributions » Board experience

Health & safety * Independence

Grid reliability * Incentives & compensation
Lobbying + Tax strategy

2019 Policyholders’ Conference

Cumulative Flows and Net Share Issuance(")
$1,247
11

Since 2007

EFT: 46784

W07 28 A9 W0 21 2 2B AU M5 A A7

# Index Domestic Equity ETFs?
Index Domestic Equity Mutual Funds™
Actively Managed Domestic Equity Mutual Funds™®

ESG is Relevant to Our Investors & Customers

An Epic
. Wealth Transfer

2016 2021 2026 2031 2036 2041 2046

...of financial advisors rank
12.80, | this wealth transfer as their
Baby Boomers °J “primary business risk” Gen X &
Millennials

2019 Policyholders’ Conference
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Version 2 - LDC
Metrics

EEIl and AGA have
engaged investors to
seek guidance on
relevant ESG metrics
for LDCs
A group of AGA pilot
companies are currently
publishing gas LDC
metrics in parallel with
the Version 1 template
These LDC metrics will
be fully incorporated into
Version 2 to report 2018

ESG / Sustainability Template
EEl's ESG / Sustainability Steering Committee identified five areas of focus

based on discussions with investors to include in the Version 1 Template

Management and oversight of ESG / Sustainability
data later this year

Practices, programs, and initiatives designed to support the
company’s transition to a lower carbon and increasingly

Qualitative
ESG / Sustainability
sustainable energy future
An Excel-based data reporting template that is customized for
electric companies to include metrics on owned and/or purchased
generation data by technology / resource type, as well as other
2019 Policyholders’ Conference

Governance
ESG / Sustainability

Strategy

metrics related to capital investments, emissions, and natural and

Quantitative
Portfolio
human resources
Note: data for these areas should include as much historical, current, and forward-looking information as is appropriate.

Emissions
Resources

AEGIS

A
ASA

Natural Gas Sustainability Initiative (NGSI)

An overarching framework to recognize and advance the innovative,

voluntary sustainability programs from the wellhead to the burner tip

NGSI enables the natural gas industry to measure, disclose, and recognize industry-wide
progress and innovation on key sustainability metrics

2019 Policyholders’ Conference
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ESG: Shareholder Activism
Results of Shareholder Proposals in 2017

80% ﬁ
70%
XOM
@
60%
ppL & OXY
£ ADEJSK‘ DTE
AEE & AEE NEE
40% SO PNM
EIX @ AES ER ¢ DUK  PNM
30% LNT
DUK
D¢
20% = T
Az AEE & D
0%
Proxy Emissions Renewables | Two Degree Political Other
Access Reporting (2) Scenario Spending ()
(3) @) \ 9) __J (5%)

9 of the 23 (39%) shareholder proposals were related to “Two Degree” reporting.

Despite being the first year many were introduced, the Two Degree proposals received significant votes in favor and

was accepted by shareholders of one member company.

2019 Policyholders’ Conference
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ESG: Shareholder Activism
Results of Shareholder Proposals in 2018

<& RRC AEE
& NEE D NEE ‘ cms
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EIX & oTE & NI Bl ©
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(Six withdrawn PCG &
P Isat: L} 50- sre
APC, EGN,
EQT, MGEE - vcee $ PNM O
D, DTE, EXC DTE
PCG 4
Methane Proxy Special Renewables  Two Degree Political Other
Emissions Access Meeting ) Scenario Spending (5)
(3) ) ) 4)

Proposals related to reporting on methane emissions include energy companies in the oil and gas sector, as well as regulated electric
companies in the electric utility sector. The remaining categories in this chart include shareholder proposals at regulated electric
companies only.
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ESG: Shareholder Activism
Results of Shareholder Proposals in 2019

90%
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16 of the 20 (80%) shareholder proposals were related to Social or Governance topics.

ESG shareholder activism in the electric utility industry has shifted away from the focus on environmental topics observed
in recent years.

ée AEGIS 2019 Policyholders’ Conference

Electric Companies Are Leading On Clean Energy

CO, | 28%

Changing U.S. Energy Mix Providing
>1 /2 BELOW 2005 LEVELS
690/ AS OF 2017
>1 /3 Of the Industry’s New Electricity o
Generation Capacity Each Year Is of the
CARBON-FREE WIND AND SOLAR ENERGY SOLAR ENERGY NOx \L 84%

in the Country
BETWEEN
1990-2017

Expanding Access to EVs

Increasing Inv.estm.ents 95,000+ Using So2 ¢92%
$1 00 Billion+ CHARGING STATIONS O0%+ BETWEEN

1990-2017
PER YEAR IN SMARTER NATIONWIDE
ENERGY INFRASTRUCTURE OF ALL
U.S. ENERGY STORAGE I
2 AEGIS 2019 Policyholders’ Conference
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Clean Energy: Electric Transportation Trends

BY 2030

TODAY S o oS y
G D D | —
P S o <) ®
o o

There are more than

11 million

electric vehicles on U.S. roads.

The number of
EVs on the road is
projected to reach

18.7

million.

~9.6

million
charge ports will be

needed to support
this number.

2019 Policyholders’ Conference
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The U.S. energy storage market more than doubled in MWh terms from 2018 to 2019, before
rising over 3x in annual deployments from 2019 to 2020. Multiple 4+ hour FTM systems are set to
come online in 2020, marking the bulk of the bump (FTM accounts for 69% of MWh deployed in
2020).

Increasing average discharge durations mark how the U.S. energy storage market continues to
shift to favor multi-hour applications such as capacity.

Additionally, storage systems vendors continue to roll out new generations of products with
greater capacity, leading to newer models with higher kWh ratings while occupying the same
volume, leading to an increase in average discharge duration across all 3 segments.

6,000

4,000

Energy storage deployments by segment (MWh)

2,000

1,688
778
168 341 re
& 2 8B e == =
2012 2013 2014 2015 2016 2017 2018  2019E

mResidential  ®Non-Residential

Clean Energy: Battery Storage Deployment to Grow 14 Times by 2024

The amount of deployed storage is projected to grow more than 14 times
over the next few years

14,450

12,622

10,594

8,837

5,635

2020E 2021E 2022E 2023E 2024E

Front-of-the-Meter
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Clean Energy: US Power Sector Carbon
Dioxide Emissions (2005-2018)

More than one third of US electricity Million Metric Tons of CO,

comes from carbon-free sources 2500

As of 2018, industry CO, emissions > ~

were 27 percent below 2005 levels HELY N

. . 2,200 \\// ~

Reductions are expected to continue AN

based on current trends ’ Ne— <
2,000
1,900 AN
1,800

1,700

T T T T T T T T T T T T

T T
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
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£ AEGIS

Recap

Industry financial fundamentals remain strong, including the benefits of TRJA
EEI member companies are leading on ESG and sustainability

Electric power industry is driving the clean energy transformation

£ AEGIS
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Thank You

Edison Electric
INSTITUTE

Richard F. McMahon, Jr.

Senior Vice President, Energy Supply & Finance
Edison Electric Institute

701 Pennsylvania Ave., NW

Washington, DC 20004

202.508.5571 (Phone)

571.314.3120 (Cell)

RMcMahon@eei.org
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