


Elster is changing.

One brand,
one company,
one voice.

Elster consists of two major business units in
North America: Elster Gas and Elster Electricity
and Water. Elster Gas delivers gas metering
solutions to a host of customers across the
region and is headquartered in Madison, Chio.

The Elster Electricity and Water business unit
o serves ufilities in these two sectors with operations
located in Raleigh, North Carolina and Ocala, Florida.

Elster Integrated Solufions, located in Raleigh,
Morth Caroling, helps utilities improve their
revenue cycle services, customer service,
delivery reliability and workforce utilization as
well as implement demand response and
conservalion programs.

For more information, visit www.elster.com.



SouthernUnion

To be an investor in Southern Union Co.,

an integrated natural gas company whose prominent assets include the third-
longest collection of gathering and interstate gas pipelines in the country, is
to take a ride with George L. Lindemann, 70, the Wharton graduate who is
the company’s principal stockholder and chief executive. This has been a year
of action and surprises as the company pursued a strategy of divesting local

utilities and expanding in transportation and upstream services.

Last December, Southern Union announced its plan to pay $1.6 billion

for Sid Richardson Energy, an upstream gathering and processing business

with strong positions in the Permian Basin and 4,600 miles of gas and liquid

pipelines in Texas and New Mexico.

In June, an activist hedge fund, Sandell Asset Management, reported that it had

accumulated a 9.62 percent stake in Southern Union through private transactions

and open market purchases. That made Sandell Southern Union’s second biggest
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stockholder and Sandell’s CEO immediately complained in
aletter to Lindemann that the company’s stock price doesn’t
reflect Southern Union’s intrinsic value.

Lindemann and his managers would argue that they
have assembled a valuable collection of pipeline, LNG
processing terminal and utility assets, and Wall Street has
been appreciative. Since Southern Union was acquired by
Lindemann’s Metro Mobile in 1992, the stock price has
grown from under $5 a share to a closing price of more
than $26.50 in early October. For 2005, the company
reported pre-tax earnings from continuing operations
of $91.6 million on revenue of $2.01 billion, down from
2004, but in 2006 Southern Union is on course for
improved earnings. At midyear the company had $3.9
billion worth of debt on its books, but the debt has been
pared and Southern Union had in the last year switched
from a stock to a cash dividend. With Southern Union,
“you are buying Lindemann’s direction and the stock at
times traded at a premium because of Lindemann,” said
Michael Heim, a securities analyst and vice president of
broker A.G. Edwards & Sons Inc.

“Their track record has been pretty good lately but in the
longer term it has been mixed,” said Heim, who currently
has a hold rating on the company’s shares. “Some of the
distribution assets were bought at top of market but the last
couple of pipelines turned into good investments.”

Count on one thing. The Houston-based company’s
agile, opportunistic deal making keeps things interesting.

In September, Southern Union sold its 50 percent

interest in the Transwestern Pipeline running from Texas and New Mexico

to California to Energy Transfer Partners, and acquired another 25 percent

ownership, making it half owner, of the Florida Gas Transmission pipeline
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X Southern Union Co.’s 22,000 miles of pipelines.

runningfrom Louisiana to Florida. The bigger investment
in the Florida Gas pipeline upgrades Southern Union’s
risk profile, enhances its strategic position and preserves
capital, Lindemann said in a statement.

Not so, argues Casey J. Alexander, an analyst with
Guilford Securities, who claims the deal “blows up
growth” in coming years.

Stay tuned as Lindemann continues to provoke reaction
as he makes his imprint on America’s pipeline industry. ]

— Richard Korman

PG Energy



