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REBUTTAL TESTIMONY 

OF' 

LANCE C. SCHAFER 

Union Electric Company 

d/b/a Ameren Missouri 

Case No. ER-2014-0258 

9 II SECTION 1: INTRODUCTION AND STATEMENT OF PURPOSE 

10 

11 II Q. 

12 II A. 

PLEASE STATE YOUR NAl\fE AND BUSINESS ADDRESS. 

My name is Lance C. Schafer. My business address is P.O. Box 2230, Jefferson City, 

13 II MO 65102. 

14 

15 II Q. ARE YOU THE SAME LANCE C. SCHAFER WHO FILED DIRECT 

16 II TESTIMONY IN THIS PROCEEDING? 

17 II A. 

18 

19 II Q. 

20 II A. 

Yes, I am. 

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

The purpose of my rebuttal testimony is to respond to the direct testimonies of Company 

21 II witness Robert B. Revert, MIEC witness Michael P. Gorman, and Staff Witness David 

22 II Munay. Specifically, I will address issues related to the witnesses' estimation of Ameren 

23 II Missouri's cost of common equity. 

24 



Rebuttal Testimony of Lance C. Schafer 
Case No. ER-2014-0258 

1 II Q. HAVE YOU PREPARED SCHEDULES IN SUPPORT OF YOUR TESTIMONY? 

2 II A. Yes. I have prepared 9 Schedules in support of my analysis that are attached to this 

3 testimony (Rebuttal Schedules LCS-1 tlll'ough LCS-9). These schedules were prepared by 

4 me and are conect to the best of my knowledge and belief. 

5 

6 II SECTION 2: EXECUTIVE SUMMARY 

7 

8 Q. PLEASE SUMMARIZE YOUR ANALYSIS OF MR. REVERT'S 

9 RECOMMENDED RETURN ON COMMON EQIDTY. 

10 A. Mr. Hevert's results are umeasonably high because of the following factors: 

11 1. The use of "mean high" and "mean low" growth estimates 

12 2. A dividend payment timing enor 

13 3. An inappropriate payout-ratio forecast 

14 4. An umeasonably high estimation of GDP 

15 5. Risk premia established with umeasonably high constant-growth rates 

16 6. The selective use of a "long term projected" risk-free rate 

17 7. An inappropriately applied argument relating to the supposed inverse 

18 relationship between interest rates and the equity risk premium 

19 I will explain these factors in detail in the proceeding section. The following table 

20 presents Mr. Hevert's original results and the results I have obtained by conecting for 

21 these factors, updating the stock prices, and making an update to Mr. Hcvett's proxy 

22 group, as explained in the next section: 

23 
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Constant-Growth DCF 

30-Day Average 

90-Day Average 

180-Day Averaqe 

Multi-Stage DCF 

30-Day Average 

90-Day Average 

180-Day Average 

CAPM Results 

Mr. Hevert 

Original Results 

Mean Low Mean 

8.44% 9.56% 

8.50% 9.62% 

8.61% 9.73% 

9.61% 9.93% 

9.67% 10.00% 

9.80% 10.13% 

Bloomberg Value 
Line Derived 

Derived Market 
Market Risk 

Risk Premium 
Premium 

Averaqe Bloomberg Beta Coefficient 

Current 30-Year Treasury (3.42%) 11.27% 10.69% 

Near Term 30-Year Treasury (4.07%) 11.92% 11.34% 

Average Value Line Beta Coefficient 

Current 30-YearTreasury (3.42%) 11.17% 10.59% 

Near Term 30-Year Treasury (4.07%) 11.82% 11.24% 

Bond Yield Plus Risk Premium Low Mid 

10.16% 10.31% 

Final Recommendation 10.40% 

Mean 
High 

10.87% 

10.93% 

11.D4% 

10.36% 

10.43% 

10.58% 

.. 

High 

10.77% 

Q. PLEASE SUMMARIZE YOUR ANALYSIS OF MR. GORi\1AN'S 

RECOMMENDED RETURN ON COMMON EQUITY. 

Corrected 
Results 

Mean 

9.37% 

9.53% 

9.56% 

8.84% 

9.00% 

9.03% 

6.2% 
Market Risk 

Premium 

"8.34% 

8.98% 

8.33% 

8.98% 

Low High 

7.85% 8.50% 

9.07% 

A. Mr. Gommn's results were higher than necessary due to inappropriate rounding. Also, hi~ 

CAPM result was too high due to an improperly formed measure of the market risk 

premmm. 
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The following table presents Mr. Gorman's original results and the results I have 

obtained by correcting for these two factors: 

Mr. Gorman 

Original Return on Common Equity Corrected 
Results Results 

DCF 9.00% 8.()5% 
Risk Premium 9.60% 9.58% 
CAPM 9.24% 8.82% 

Final Recommendation 9.30% 9.20% 

Q. PLEASE SUMMARIZE YOUR ANALYSIS OF MR. MURRAY'S 

RECOMIVffiNDED RETURN ON COMMON EQUITY. 

A. Rather than recommending a result calculated directly from his financial models, Mr. 

Munay calculated his final recommended return on equity by just reducing the 2012 

authorized ROE by 50 basis points1
• Mr. Munay obtained the figure of 50 basis points by 

compa1ing the results of his financial calculations for this case with the results of his 

financial calculations for the previous Ameren Missouri case. Based on his models, he 

concluded that the cunent cost of common equity is 50 basis points lower than it was 

during the previous case. For reasons I will explain later, I do not agree with this 

adjustment and, therefore, recommend that Staff's recommendation be discarded. 

However, if the Commission accepts Mr. Murray's final recommendation, it should be 

adjusted downward by 7 basis points to reflect a minor adjustment that I believe better 

represents the decrease that Mr. Munay has calculated. 

1 Mr. Murray uses 9.75% as the appropriate 2012 authorized ROE figure, presumably because it is the midpoint of 
what he identifies as the Commission-approved range from the previous case. See Murray Direct, p. 11, lines 2-3. 

4 
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1 II The following table presents Mr. Murray's original result and the result I have 

2 II obtained by conecting one clement of his calculation to account for a difference in scale: 

Final Recommendation 
3 

Mr. Murray 

Original Return on Common Equity 
Result 

9.25% 

4 II Q. HOW DO THE CORRECTED RESULTS COMPARE TO YOUR 

Corrected 
Result 

9.18% 

5 II RECOMMENDATION OF THE REQUIRED RETURN ON COMI.WON EQUITY? 

6 II A. All three conectcd results fall within the top half of the range I recommended during my 

7 II direct testimony (8.74% to 9.22%). 

8 

9 II SECTION 3: OPC'S CONCERNS REGARDING MR. REVERT'S COST-OF-COMMON-

10 II EQUITY ANALYSIS 

11 

12 II MR. REVERT'S PROXY GROUP 

13 

14 II Q. DO YOU BELIEVE AN UPDATE IS NECESSARY TO THE PROXY GROUP 

15 II IVIR. HEVERT PRESENTED IN HIS DIRECT TESTIMONY? 

16 II A. Yes. 

17 

18 II Q. WHAT UPDATE TO MR. REVERT'S PROXY GROUP DO YOU BELIEVE IS 

19 II APPROPRIATE? 

5 
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1 r· Based on the criteria established by Mr. Revert in his direct testimony, I believe the 

2 following two companies should be removed from Mr. Revert's proxy group: Cicco 

3 Corporation (CNL), and Duke Energy Corporation (DUK). 

4 

5 Q. WHY SHOULD CLECO CORPORATION BE REMOVED FROM MR. 

6 REVERT'S PROXY GROUP? 

7 A. In his direct testimony, Mr. Revert states that he "eliminated companies that arc currently 

8 known to be party to a merger, or other significant transaction" when fmming his proxy 

9 group.2 Shortly after Mr. Revert filed his direct testimony, Cicco Corporation agreed to 

10 be acquired by a group of infrastructure investors? This acquisition occurred after Mr. 

11 Heve1t' s analysis and, therefore, will not impact his original calculation. However, when 

12 I update the stock prices of Mr. Revert's proxy group in my final calculation, this 

13 acquisition would be reflected in those prices ifi did not exclude Cicco Corporation. 

14 Therefore, when I update the proxy group's stock prices, I will exclude Cicco 

15 Corporation. Importantly, however, for purposes of analyzing the results of Mr. Heve1t' s 

16 models, I will continue to use Mr. Heve1t's original proxy group. 

17 

18 Q. WHY SHOULD DUKE ENERGY CORPORATION BE REMOVED FROM MR. 

19 REVERT'S PROXY GROUP? 

20 A. Duke Energy has been involved in significant transactions since Mr. Heve1t filed his 

21 direct testimony. For example, Duke Energy sold retail business and ownership interest in 

2 See Revert Direct, p. I 0, lines 1-2. 

3 See http://www. wsj .com/articles/cleco-to-be-bought-by-infrastructure-investor-group-for-3-4-billion-1413817141 
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11 power plants in the Midwest for $2.8 billion to Dynegy.4 These transactions occurred 

after Mr. HcvCii's analysis and, therefore, will not impact his original calculation. 

However, when I update the stock prices of Mr. Revert's proxy group in my final 

calculation, these transactions would be reflected in those prices ifl did not exclude Duke 

Energy. Therefore, when I update the proxy group's stock prices, I will exclude Duke 

Energy. Importantly, however, for purposes of analyzing the results of Mr. Revert's 

models, I will continue to use Mr. Heveti' s original proxy group. 

Q. HOLDING ALL OTHER VARIABLES EQUAL, WHAT IMPACT DOES THE 

EXCLUSION OF DUKE ENERGY AND CLECO CORPORATION HAVE ON 

MR. HE VERT'S DCF AND CAPM RESULTS? 

A. The exclusion of Duke Energy and Cicco Corporation increases Mr. Revert's original 

constant-growth and multi-stage DCF results by an average of 4 basis points. The 

exclusions increase Mr. Revert's original CAPM results by an average of 7 basis points. 

Q. DO YOU UTILIZE THE REMAINING COMPANIES IN MR. REVERT'S 

UPDATED PROXY GROUP IN THIS REBUTTAL TESTIMONY? 

A. My final conections are done with the updated proxy group. However, I use Mr. Revert's 

original proxy group to show the precise impact that his errors have on his original 

recommendation of Ameren Missouri's required return on common equity. 

4 See http://www.marketwatch.com/story/dynegy-to-buy-assets-from-duke-energy-capital-for-625-billion-20 14-08-
22 
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1 II MR. REVERT'S CONSTANT-GROWTH DCF MODEL 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. WHAT CONCERN DO YOU HAVE ABOUT MR. HEVERT'S CONSTANT-

GROWTH DCF MODEL? 

A. Mr. Hevert calculates two of the three growth rates that are used in his analysis in a way 

that distorts the tme consensus of the estimates that he obtains from three different 

sources. 

Q. HOW DOES MR. HEVERT CALCULATE THE GROWTH RATES HE USES IN 

HIS CONSTANT-GROWTH MODEL? 

A. Mr. Hevert begins by obtaining earnings growth estimates Ji'om Zacks, First Call, and 

Value Line. He then creates three sets of growth estimates from this data. Mr. Hevert's 

"mean" result is the average of the estimates from all three sources. The "mean" result is 

not controversial and is calculated the same way MIEC witness Michael P. Gornmn and I 

calculate our "mean" results.5 However, what Mr. Hevert refers to as the "mean high" 

result is calculated as the average of each proxy-group company's highest growth 

estimate taken by selecting across his sources. Similarly, Mr. Hevert's "mean low" result 

is calculated as the average of each proxy-group company's lowest growth estimate taken 

by selecting across his sources. 6 This is inappropriate because only the "mean" results are 

representative of the consensus of the estimates that Mr. Hevert has at his disposition. 

5 See Gorman Direct, p. 17, lines 15-16; See Schafer Direct, p. 13, lines 21-22 and p. 14, line 1. 

6 See Hevert Direct, p. 18, lines 11-21. 
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Q. DOES MR. HEVERT DESCRIBE THE TECHNIQUE HE USES TO OBTAIN 

THE GROWTH RATES HE EMPLOYS IN HIS MODEL? 

A. Yes, he does. However, Mr. Hevert neither presents nor discusses the proxy-group 

averages for his "mean high" or "mean low" calculations. He does, however, present the 

"mean" result (the average of the estimates from all three of the sources he uses) in his 

Direct Testimony Schedules and workpapers. Since his "mean high" and "mean low" 

calculations are quite different from the "mean" calculation, a discussion of the impact of 

using those calculations is necessary. 

Q. PLEASE PRESENT MR. REVERT'S "MEAN HIGH" GROWTH RATE 

CALCULATION. 

A. The following table shows Mr. Hevert's "mean high" calculation, as well as the average 

of all three estimates to serve as a point of reference. The highlighted estimates represent 

each company's highest growth-rate estimate, which are used to form Mr. Hevert's 

"tnean high": 

9 
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Com~ 

American Eleclric Power Company, Inc. 

Cleco Corporation 

Duke Energy Corporation 

Empire District Electric Company 

Great Plains Energy Inc. 

Hawaiian Electric Industries, Inc. 

ldacorp, Inc. 

NextEra Energy, Inc. 

Northeast Utilities 

Otter Tail Corporation 

Pinnacle West Capital Corporation 

PNM Resources, Inc. 

Portland General Electric Company 

Southern Company 

Westar Enerlllj Inc. 

"Mean high" average: 
Avera9.e of all estimates 

Value Average 
Zacks First Call Line of the 

Earnings Earnings Earnings Three 
Growth Growth Growth Estimates 

4.40% 

8.00% 

4.20% 4.19% 

3.00% 3.00% 

5.10% 5.25% 

6.00% 3.20% 

4.00% 4.00% 

6.40% 6.23% 

6.90% 6.36% 

NA 6.00% 

4.1 o% I 4.28% 

8.50% 8.39% 

6.80% I 11.21% 

I 3.70% I 3.64% 

3.70% 2.90% 

4.50% 

4.50% 

5.00% 

4.00% 

6.00% 

4.00% 

2.00% 

6.00% 
8.00% • 

15.00% • 

4.00% 

12.00% 

5.00% 

3.50% 

6.00% 

4.56% 

6.50% 

4.46% 

3.33% 

5.45% 

4.40% 

3.33% 

6.21% 

7.09% 

10.50% 

4.13% 

9.63% 

7.67% 

3.61% 

4.20% 

6.96% 
5.67% 

Q. PLEASE PRESENT MR. REVERT'S "MEAN LOW" GROWTH RATE 

CALCULATION. 

s II A. The following table shows Mr. Revert's "mean low" calculation, as well as the average 

6 of all three estimates to serve as a point of reference. The highlighted estimates represent 

7 each company's lowest growth-rate estimate, which are used to form Mr. Revert's "mean 

8 lo\v": 

9 
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Com~ 

American Electric Power Company. Inc 

··~-""'::'~':-'~---=--'-~--'--t!.l~-

"Mean low'' average: 
Avera9.e of all estimates 

Zacks 
Earnings 
Growth 

4.40% 

8.00% 

4.20% 

3.00% 

5.10% 
6.00% 

4.00% 
6.40% 

6.90% 

NA 
4.10% 

8.50% 
6.80% 

3.70% 

3.70% 

First Call 
Earnings 
Growth 

4.79% ••• - ov 

7.00% 
4.19% . 

3.00% 

5.25% 
3.20% 

4.00% 
6.23% 

6.36% 

6.00% 

4.28% 
8.39% 

11.21% 

3.64% 
2.90% 

Value 
Line 

Earnings 
Growth 

4.50% ••-- OY 

4.50% 

5.00% 
4.00% 

6.00% 
4.00% 

2.00% 
6.00% 

8.00% 

15.00% 

4.00% 
12.00% 

5.00%· 
3.50%. 

6.00% 

Average 
of the 
Three 

Estimates 

4.56% 

Oo~VIU 

4.57% 
5.67% 

Q. WHAT ARE YOUR OBJECTIONS TO THE WAY MR. HE VERT SELECTS 

GROWTH RATES ACROSS SOURCES IN ORDER TO CALCULATE HIS 

"MEAN HIGH" AND "MEAN LOW" RESULTS? 

6 II A. By using only one across-source estimate for each company in his "mean low" and 

7 "mean high" calculations, Mr. Hevert inappropriately blends estimates to obtain averages 

8 that have outlier characteristics and that do not represent the consensus of the estimates 

9 he has obtained. 

10 
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Q. DO YOU BELIEVE THAT MR. HE VERT PRESENTS THE RESULTS BASED 

ON HIS CALCULATED GROWTH RATES IN A CLEAR MANNER? 

A. No. Mr. Revert uses the "mean low", "mean", and "mean high" growth rates to calculate 

constant-growth DCF results that he presents as if they represent a true range. However, 

only the "mean" results are representative of the consensus of the estimates that Mr. 

Revert has at his disposition. 

Q. WHAT IS THE IMPACT OF THIS TECHNIQUE? 

The actual averages of the three sets of estimates that Mr. Hevert starts with are 5.34% 

(Zacks), 5.36% (First Call), and 5.97% (Value Line).7 Between the lowest average 

(5.34%) and the highest average (5.97%), there is a spread of63 basis points. By 

choosing across his sources in order to establish a "mean low" and "mean high", Mr. 

Heve1t establishes a new growth-rate range of 4.57% to 6.96%. The spread between this 

new range is now a phenomenal239 basis points. This inappropriately large spread will 

carry over directly to the results of Mr. Revert's constant-growth DCF model, thus giving 

the impression that the range of Ameren Missouri's cost of common equity is much 

greater than it otherwise would be. 

19 II Q. BUT DOESN'T MR. REVERT MAKE THIS CLEAR IN HIS TESTIMONY? 

20 II A. 
No. Mr. Revert never presents or discusses the impact of the proxy-group growth 

21 averages calculated as a result of his "mean low" and "mean high" technique. 

22 Furthe1more, he eliminates any reference to this technique between his initial 

7 These averages are reported as calculated by Mr. Hevert in his Direct Testimony workpapers. 
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presentation of the res 1lts of his constant-growth DCF model and the summary of his 

DCF results presented at the end of his direct testimony. 

The following table, which I have taken from Mr. Revert's direct testimony,8 

shows his initial canst ant-growth DCF results. This table includes "mean low" and "mean 

high" headings: 

Tabl4 3: Constant Growth DCF Results 

111 ean Low 1l1eau Mean High 

30-Day Average 8.44% 9.56% 10.87% 

90-Day Average 8.50% 9.62% 10.93% 

180-Day Average 8.61% 9.73% 11.04% 

However, when Mr. I evert smrm1arizes his results at the end of his testimony, there is a 

subtle difference in th e infmmation he presents, as seen in the following table:9 

Tnblr 8n: Summnry ofDCF Results 

Conshmt Gr owth DCF Low llfeau High 

30~Day Aver ·age 8.44% 9.56% 10.87% 

90~Day Aver age 8.50% 9.62% 10.93% 

!SO-Day Ave erage 8.61% 9.73% 11.04%) 

~Iulti-Sta; geDCF Low 1.Uea11 High 

30-Day Aver age 9.61% 9.93% 10.36% 

90-Day Aven mge 9.67% 10.00% 10.43% 

180-Day Ave erage 9.80% 10.13% 10.58% 

Mr. Hevert changes " mean low" to "low" and "mean high" to "high", giving the false 

impression that he is 'resenting a tme range of estimates and a traditional mean. 

8 See Hevert Direct, p. 19, line 4 

9 See Hevert Direct, p. 42, line 14 

13 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Rebuttal Testimony of Lance C. Schafer 
Case No. ER-2014-0258 

Q. DOESN'T THE RANGE ESTABLISED BY THE "LOW" AND "HIGH" 

ESTIMATES IN TABLE SA FROM MR. REVERT'S DIRECT TESTIMONY 

(PRESENTED ABOVE) CORRESPOND TO THE MEAN THAT HE PRESENTS? 

A. No, nor does Mr. Hevert claim this to be the case. However, since Mr. Hevert has chosen 

to eliminate all reference to "mean low" and "mean high" in his summary, a reader of Mr. 

Revert's summary ofDCF results (table 8a above) from his "conclusions and 

recommendation" section would have to remember details of Mr. Revert's calculations 

that were explained over 20 pages earlier in his testimony in order to interpret the results 

conectly. 

Q. IF A READER WERE TO FORGET THAT THE "MEAN" ESTIMATES 

PRESENTED IN MR. REVERT'S TABLE SA WERE NOT THE ACTUAL 

MEANS OF THE LOW AND HIGH ESTIMATES, WOULD IT MATTER? 

A. Yes. The following table presents a calculation of the means of the low and high results 

from Mr. Revert's Table 8a. I have enclosed the means of the low and high results in a 

box to emphasize that they were not presented by Mr. Heve11. I have also added the 

averages of all the estimates for illustrative purposes: 

14 
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1 

II 
Constant Growth Actual Mean of Low 
DCF Low Mean and High High 
30-Day Average 8.44% 9.56% 9.66% 1.0.87% 
90-Day Average 8.50% 9.62% 9.72% 10.93% 
180-Day Average 8.61% 9.73% 9.83% 11.04% 

Actual Mean of Low 
Multi-Stage DCF Low Mean and High High 
30-Day Average 9.61% 9.93% 9.99% 10.36% 
90-Day Average 9.67% 10.00% 10.05% 10.43% 
180-Day Average 9.80% 10.13% 10.19% 10.58% 
Average of All 
Estimates 9.11% 9.83% I 9.91% I 10.70% 

2 

3 All of the means of the ranges established by the low and high results are higher than the 

4 mean results that Mr. Revert presents by an average of 8 basis points (9.91%- 9.83% = 

5 .08%). The average spread between the "low" results and the "mean" results is 72 basis 

6 points (9.83%- 9.1 I%= .72%). The average spread between the "mean" and "high" 

7 results is 87 basis points (10.70%- 9.83% = .87%). Therefore, the top "half' of the range 

8 that Mr. Heveti presents in his Table Sa is an average of 15 basis points larger than the 

9 bottom "half'. In percent, the top "half' of Mr. Revert's range is 20.8% larger than the 

10 bottom "half'. 

11 

12 II Q. FROM A PRACTICAL PERSPECTIVE, WHAT DOES THIS SIGNIFY? 

13 II A. 
Return-on-equity estimates derived using the top "half' of Mr. Revert's range will be 

14 unreasonably high. 

15 

16 Q. DOES THE FACT THAT MR. REVERT PRESENTS BOTH A "MEAN LOW" 

17 RESULT AND A "MEAN HIGH" RESULT SOMEHOW BALANCE OUT? 

15 



Rebuttal Testimony of Lance C. Schafer 
Case No. ER-2014-0258 

1 II A. To answer this question, it is necessary to look at both the range of Mr. Revert's final 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 

15 

16 

17 

18 

19 

20 

recommended ROE and the range of the results from all his calculations. The following 

table presents those ranges and their midpoints: 

Ranges of Mr. Hevert's Results 
Mr. Hevert's Final Recommended Range: 
Range of all of Mr. Hevert's Results 

Low 
10.20% 
8.44% 

Midpoint 
10.40% 
10.18% 

High 
10.60% 
11.92% 

Since the midpoint of the range of Mr. Heve1i's final recommended range (10.40%) is 

higher than the midpoint of the range of all his estimates (10.18%) and, in addition, is 

significantly higher than the average of all of the "mean" results of both his constant-

growth and multi-stage DCF models (9.83%), I believe that Mr. Revert's "mean high" 

results inappropriately influenced his final recommendation more than his "mean low" 

results did. 

PLEASE SUMMARIZE THE EFFECT OF MR. REVERT'S GROWTH-RATE 

CALCULATIONS. 

Mr. HevCJi uses growth rate estimates selected across his sources in order to establish a 

range that has outlier characteristics and that does not represent the consensus of the 

estimates that he has at his disposition. The components of that range are not calculated 

with comparable techniques, nor do they have the mathematical relationship that a low, 

mean, and high estimate should have with each other. 

Mr. Revert's mean retum-on-equity calculation is based reasonably on the 

average of growth estimates Jl'om three different sources. However, the false range that 
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Mr. Heve1i wraps around that mean is based on "mean low" and "mean high" estimates, 

which were each derived from only one growth estimate, chosen across his sources. 

Mr. Revert presents his results in his "conclusions and recommendation" section 

without reference to the different technique used to obtain his "range". 

Q. IS MR. REVERT'S "MEAN HIGH" CALCULATED GROWTH RATE 

REALISTIC? 

A. No. His "mean high" growth rate is 6.96%. It is impmiant to remember that the constant-

growth DCF model projects growth in perpetuity. Therefore, Mr. Heve1t makes one of his 

constant-growth DCF calculation based on the "mean high" growth rate with the 

assumption that the companies in his proxy group will grow in perpetuity at the 

extremely high average rate of 6.96%. This implies that Mr. Revert's proxy group will 

grow faster in perpetuity than the economy in which it operates. 

Q. IS MR. REVERT'S "MEAN HIGH" GROWTH RATE SIGNIFICANTLY 

HIGHER THAN ANY OTHER AVERAGE GROWTH RATE HE USES IN HIS 

CONSTANT-GROWTH OR MULTI-STAGE DCF CALCULATIONS? 

A. Yes. The next-highest average growth rate he uses is 5.71 %, which he uses for the 

tenninal stage of his multi-stage DCF model. 5.71% is Mr. Revert's estimate ofGDP 

growth. This value is significantly lower than the 6.96% "mean high" growth rate used by 

Mr. Revert. 
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Q. 

A. 

Q. 

IS THE TERMINAL STAGE OF THE MULTI-STAGE DCF MODEL 

COMPARABLE TO THE CONSTANT-GROWTH DCF MODEL? 

Yes. The constant-growth DCF model, also known as the Gordon Growth model, can be 

used to establish the te1minal value of the stock in the third stage of the multi-stage 

model. Mr. Revert uses this technique and desctibes it in his direct testimony: 

I calculated the tcm1inal price based on the Gordon model, 
which defines the price as the expected dividend divided by the 
difference between the cost of equity (i.e., the discount rate) and the 
long-term expected growth rate. In essence, the terminal price is 
defined by the present value of the remaining "cash flows" in 
perpetuity. 10 

Mr. Hevert uses 5.71% as the average perpetual growth rate in his multi-stage DCF 

model. But he uses 6.96% as the average "mean high" perpetual growth rate in his 

constant-growth DCF model, and docs so without ever presenting that rate or 

commenting on its reasonableness. This is inappropriate. 

WHY IS THIS INAPPROPRIATE? 

It is nonnal for an analyst to use different rates for the constant-growth DCF model and 

the tCiminal stage of the multi-stage DCF model; however, as both rates are being used to 

project growth in perpetuity, when they differ significantly, that difference cannot simply 

be ignored, as Mr. Revert has done by not analyzing that difference at all. As I will show 

later, the different constant-growth rates that Mr. Heve1t uses in his constant-growth DCF 

model cause his constant-growth DCF results to vary by 2.43%. Clearly, results from the 

same model that vary by 2.43% are worthy of scrutiny. 

10 See Hevert Direct, p. 20, lines 1-5. 
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5 II A. 
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DOES ANY OTHER RATE-OF-RETURN WITNESS IN THE PRESENT CASE 

USE AVERAGE PERPETUAL GROWTH RATES THAT CONTAIN AS MUCH 

VARIABILITY AS MR. REVERT'S DO? 

No. The following table shows the average perpetual growth rates used in the constant-

growth DCF model and stage three (the terminal stage) of the multi-stage DCF model: 

Proxy-Group Average Growth Rates Used in Perpetual Growth Calculations 
Constant-Growth DCF Terminal Growth in Multi-Stage DCF 

Mr. Hevert 
Mr. Schafer 
Mr. Gorman 
Mr. Murray 

4.57%, 5.67%, 6.96% 
5.03% 
5.05% 

3.5% to4.5% 

b.f1% 
4.86% 
4.60% 

3.00% to 4.00% 

Mr. Gonnan's average perpetual growth rates differ by 45 basis points (5.05%- 4.60% = 

.45). My average perpetual growth rates differ by 27 basis points (5.03%- 4.86% = .27). 

Mr. Murray's average perpetual growth rates present a range that differs by 50 basis 

points (3.5%- 3.0% =.50; 4.5%- 4.0% =.50). In sharp contrast, Mr. Revert's average 

perpetual growth rates differ by 114 basis points (5.71%- 4.57%), 4 basis points (5.71%-

5.67%) and 125 basis points (6.96%- 5.71 %). 

Furthermore, if I limit this comparison to the average perpetual growth rates used 

only in the constant-growth DCF model, Mr. Gorman and I present no variability, while 

Mr. Murray's range covers 100 basis points (4.5%- 3.5% = 1%). Again in sharp 

contrast, Mr. Revert's "mean low" and "mean high" estimates are separated by 239 basis 

points (6.96%- 4.57% = 2.39%). 
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3 II A. 
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13 II Q. 

14 

15 II A. 

16 
17 
18 
19 

WHY IS IT IMPORT ANT TO CONSIDER THE DIFFERENCE IN THE 

AVERAGE PERPETUAL GROWTH RATES? 

DCF models are extremely sensitive to petpetual growth rates. As I showed above, Mr. 

Revert uses "mean low" and "mean high" average petpetual growth rates for his 

constant-growth DCF model that are separated by a range of 239 basis points. This 

unreasonable range carries over to his constant-growth DCF retum-on-cquity results. The 

following table summarizes those results and presents the spread between the low and 

high estimates: 

30-Day Average 
90-Day Average 
180-Day Average 

Mr. Hevert's Constant-Growth DCF Results 

"Mean Low" Mean 
8.44% 9.56% 
8.50% 9.62% 
8.61% 9.73% 

11Mean High" 
10.87% 
10.93% 
11.04% 

Spread Between 
"Mean Low" 

and 
"Mean High" 

Results 
2.43% 
2.43% 
2.43% 

Mr. Revert's use of his "mean low" and "mean high" growth rate estimates 

inappropriately leads to ROE results that differ by 243 basis points. 

HAVE OTHER RATE-OF-RETURN WITNESSES IN THIS CASE STATED THE 

IMPORTANCE OF COMPARING AVERAGE PERPETUAL GROWTH RATES? 

Yes. Mr. Gorman states the following: 

The constant growth DCF analysis for my proxy group is 
based on a long-term sustainable growth rate of 5.05%. This growth 
rate is higher than my estimate of a maximum long-term sustainable 
growth rate of 4.6% [which Mr. Gon11an uses in his multi-stage DCF 
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Q. 

A. 

Q. 

A. 

model]. Therefore, I believe the constant growth DCF analysis 
produces slightly overstated return estimates. 11 

Mr. Gonnanjudgcd it necessary to state that the results of his constant-growth 

DCF were "slightly overstated" due to a difference in average perpetual growth rates of 

45 basis points. Mr. Revert's perpetual growth rates used in the same two models differ 

by as much as 125 basis points, but he chooses not to comment on the effect those growth 

rates have on his results. 

WHAT CHANGES SHOULD BE MADE TO MR. REVERT'S CONSTANT-

GROWTH DCF MODEL? 

All calculations based on his "mean low" and "mean high" growth rates should be 

discarded. 

WITHOUT MAKING ANY OTHER CHANGES, PLEASE PRESENT MR. 

REVERT'S CONSTANT -GROWTH DCF RESULTS WITHOUT THE "MEAN 

LOW" AND "MEAN HIGH" CALCULATIONS. 

The following table summarizes Mr. Revert's constant-growth DCF results without the 

"mean low" and "mean high" calculations: 12 

Constant Growth DCF 
30-Day Average 
90-Day Average 
180-Day Average 

Mean 
9.56% 
9.62% 
9.73% 

11 See Gorman Direct, p. 18, lines 12-15. 

12 See Hevert Direct, p. 42, line 14. 
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1 II Therefore, the range of estimates is from 9.56% to 9.73%. Previously, with the "mean 

2 II low" and "mean high" calculations, the range was from 8.44% to 11.04%. 

3 

4 II MR. HE VERT'S MULTI-STAGE DCF MODEL 

5 

6 Q. DOES MR. REVERT USE THE SAME 'MEAN LOW" AND "MEAN HIGH" 

7 GROWTH RATES DESCRIBED ABOVE IN HIS MULTI-STAGE DCF MODEL? 

8 A. Yes, he does. 

9 

10 Q. ARE YOU ALSO RECOMMENDING THAT THE RESULTS OF HIS MULTI-

11 STAGE DCF MODEL BASED ON THE "MEAN LOW" AND "MEAN HIGH" 

12 GROWTH RATES BE REJECTED? 

13 A. Yes, I am. 

14 

15 Q. USING MR. REVERT'S ORIGINAL DIRECT TESTIMONY PROXY GROUP, 

16 PLEASE PRESENT MR. REVERT'S MULTI-STAGE DCF RESULTS 

17 WITHOUT THE "MEAN LOW" AND "MEAN HIGH" CALCULATIONS. 

18 A. The following table summarizes Mr. Revert's multi-stage DCF results without the "mean 

19 low" and "mean high" calculations: 13 

20 

13 See Revert Direct, p. 42, line 14. 
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Q. 

A. 

Q. 

A. 

Multi-Stage DCF 
30-Day Average 
90-Day Average 
180-Day Average 

Mean 
9.93% 

10.00% 
10.13% 

Therefore, the range of estimates is from 9.93% to 10.13%. Previously, with the "mean 

low" and "mean high" calculations, the range was from 9.61% to 10.58%. 

WHAT ADDITIONAL CONCERNS DO YOU HAVE WITH MR. REVERT'S 

MULTI-STAGE DCF MODEL? 

First, the timing of Mr. Revert's forecasted dividend payments is inconect. Second, Mr. 

Heve1t uses a payout-ratio forecast that unjustifiably increases his dividend growth rates. 

Third, Mr. Revert uses an estimate of GDP for his te1minal growth rate that is 

significantly higher than estimates 11-om reliable sources. 

PLEASE EXPLAIN WHY THE TIMING OF MR. REVERT'S FORECASTED 

DIVIDEND PAYMENTS IS INACCURATE. 

Mr. Revert inconectly forecasts a year's wmth of dividend payments over a period of 

only 6 months. This unreasonably doubles the amount of dividends that should be 

received during the concerned period. The following table comes from Mr. Revert's 

direct testimony workpapers: 14 

14 See Hevert Direct Schedule RBH-2. The pages of this Schedule are not numbered correctly, but the error in 
question is featured on all ten pages, even if the amounts differ slightly. 
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1 

II 
Projected Annual Data 
Investor Cash Flows [64) [65] [66] [67] [68] 

Initial 
Comeany Ticker Outflow 5/30/14 12/31/14 6/30/15 6/30/16 
American Electric Power Company, 
Inc. AEP ($50.54) $0.00 $1.21 $2.18 $2.27 
Cleco Corporation CNL ($49.91) $0.00 $0.96 $1.89 $2.07 
Duke Energy Corporation DUK ($71.04) $0.00 $1.83 $3.05 $3.04 
Empire District Electric Company EDE ($23.73) $0.00 $0.56 $0.98 $1.00 
Great Plains Energy Inc. GXP ($25.93) $0.00 $0.48 $0.97 $1.08 
Hawaiian Electric Industries, Inc. HE ($24.85) $0.00 $0.66 $1.27 $1.38 
IDACORP, Inc. IDA ($54.47) $0.00 $0.91 $1.86 $2.05 
NextEra Energy, Inc. NEE ($94.09) $0.00 $1.59 $3.05 $3.29 
Northeast Utilities NU ($44.89) $0.00 $0.74 $1.39 $1.50 
Otter Tail Corporation OTTR ($29.41) $0.00 $0.67 $1.17 $1.21 
Pinnacle West Capital Corporation PNW ($54.53) $0.00 $1.27 $2.42 $2.59 
PNM Resources, Inc. PNM ($26.51) $0.00 $0.44 $0.93 $1.06 
Portland General Electric Company POR ($31.86) $0.00 $0.79 $1.43 $1.51 
Southern Company so ($43.16) $0.00 $1.25 $2.19 $2.25 
Westar Energy, Inc. WR ($34.62) $0.00 $0.76 $1.47 $1.59 

2 

3 II In the table above, the dates listed for columns [65], [66], and [67] are 5/30/14, 12/31114, 

4 II and 6/30/15, respectively. From column [67] on (not shown in its entirety here, but the 

5 II columns in Mr. Revert's Schedules extend until colull11l [80]), the dates are annual: 

6 II 6/30/15,6/30/16,6/30/17, etc. Between the dates 12/31/14 (column [66]) and 6/30/15 

7 II (colull11l [67]), Mr. Revert projects that investors will receive a full year's worth of 

8 II dividend payments. This clearly cannot be the case. 

9 

10 II Q. DOES MR. REVERT MAKE THIS DIVIDEND PAYMENT TIMING ERROR IN 

11 II EVERY VERSION OF THE MULTI-STAGE DCF MODEL THAT HE 

12 II PRESENTS? 

13 II A. Yes. 

14 
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1 II Q. 
CAN YOU CORRECT MR. REVERT'S DIVIDEND PAYMENT TIMING 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

A. 

Q. 

A. 

ERROR WITHOUT CHANGING ANY OTHER ASPECT OF HIS 

CALCULATION? 

Yes. Using Mr. Hevert' s own dividend payment convention, by which he calculates the 

quantity of dividends to be paid for periods of less than one year by the number of days in 

the period, I have simply corrected this one error and changed nothing else in his model 

in order to see what effect this etTor has on his results. 15 

WHAT EFFECT DOES THIS DIVIDEND PAYMENT TIMING ERROR HAVE 

ON MR. REVERT'S MULTI-STAGE DCF MODEL? 

The following table shows the difference between Mr. Revert's mean multi-stage DCF 

results before and after the dividend payment timing error correction (see Rebuttal 

Schedule LCS-1 ): 

Multi-Stage DCF 
30-Day Average 
90-Day Average 
180-Day Average 

Mean (with error) 
9.93% 
10.00% 
10.13% 

Mean (corrected Dividend Payment Timing Error) 
9.85% 
9.92% 
10.05% 

Mr. Revert's dividend payment timing error creates an average upward enor in his 

calculated return-on-equity results of 8 basis points (average of the three estimates with 

error: 10.02%. Average of the three estimates after correction: 9.94%. 10.02%-9.94% = 

.08%). 

15 For Mr. Hevert's dividend payment convention, see Mr. Hevert's Direct Testimony workpapers, Schedule RBH-2 
(see the excel formula in cells E95 through El09). 
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1 r· EARLIER YOU STATED THAT YOU ALSO IDENTIFIED AN ERROR IN MR. 

2 REVERT'S USE OF A FORECASTED PAYOUT RATIO IN HIS MULTI-STAGE 

3 DCF MODEL. PLEASE DESCRIBE THE PAYOUT RATIO. 

4 A. The payout ratio is the proportion of a company's earnings that is paid out to the 

5 shareholders. It is important to think of the payout ratio in relation to the retention ratio, 

6 which is the proportion of earnings that a company keeps in order to grow the business. 

7 These two must logically sum to I 00%. 

8 

9 Q. HOW DOES MR. REVERT'S USE OF A FORECASTED PAYOUT RATIO 

10 LEAD TO ERRORS IN HIS MODEL? 

11 A. Mr. Revert increases the payout ratio with no consideration of the fact that the 

12 corresponding retention ratio must also be decreased. 

13 

14 II Q. PLEASE EXPLAIN. 

15 II A. 

16 

Mr. Heve1t establishes the growth rates that he uses for his proxy group in the three 

stages of his multi-stage DCF model before he includes any consideration of a change in 

17 payout ratio. He uses these growth rates to forecast earnings over the period covered by 

18 his model. Only after Mr. Hevert applies his growth rates in order to forecast eamings 

19 does he then introduce the payout-ratio forecast. Mr. HeveJt multiplies the earnings that 

20 he forecasts with his growth rates by payout ratios forecasted by Value Line and payout 

21 ratios that he believes his proxy group will revert to over the long term. The results of 

22 these calculations produce the forecasted dividend payments. 
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The problem is that while Mr. Revert increases the payout ratio, he does not take 

into consideration that increasing the payout ratio decreases the retention ratio. 

Decreasing the retention ratio will then decrease the amount of earnings that a company 

retains in order to grow. Mr. Revert never returns to the growth rates that he uses to 

forecast earnings in order to adjust them downward to reflect the decrease in retention 

ratio. By adjusting the payout ratio up but never adjusting the growth rates down to 

reflect the decrease in retention ratio, Mr. Revert's forecasted dividend growth increases 

much higher than it reasonably would be able to. 

The following series of charts show Mr. Revert's payout-ratio forecast and its 

effects. The first chart shows the payout ratios that Mr. Revert includes in his multi-stage 

DCF model (I have added the corresponding retention ratios): 

Proxy Group Average Payout Ratios Used by Mr. Hevert For His Multi-Stage DCF 
Calculations 

Shown with the Corresponding Retention Ratios 

&0_00~ ,------------------------------------------

70.00>; ~.-.... 6600% 61-DS~%------

w_ocm +--•--
SJ)OOJ; +-• 
4<>00. t-••o"" 
ac_oo;; 

,.,."' +-•!!-1 

"·•" l-•'>L-1 
0.001!', I • >t I 

2013 2014 2015 2015 2017 2018 2019 lOW 2021 2022 2013 21J24 2025 

!!!A'"'"'~E Pii)"DU!R•ti.J 

,--k;H~ER~ten['0/1 Ri~ 

The payout ratio begins at 61.13% and increases to 67.05%, while the corresponding 

retention ratio begins at 38.87% and decreases to 32.95%. 

The next chart shows the average earnings (EPS) growth that Mr. Revert uses in 

his multi-stage DCF model juxtaposed with the retention ratio that is implied from Mr. 
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Hevctt's payout ratio forecast (note: the following charts begin at year 2016 because the 

2015-2016 year is the first year unaffected by Mr. Revert's previous dividend payment 

timing error): 

EPS Growth and Average Retention Ratio Used by Mr. Hevert 
EPS Growth Proxy Group average used for his "Mean" Multi-Stage DCF 

Calculation 
45.00% ,------------------------------

I --····- ----· .3"6./J.'J.:! 37-J4).U,__ ;---;;c-;;-;:;;------------
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ts.oo% t--!!.0---TI':::---: 

10.00% +---.--f:! --~· 

5.00% 

0.00% 

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 

In year 2016, Mr. Revert's proxy group will retain 39.47% of its eamings in order to 

foster growth and will grow at a rate of 5.67%. By 2024, Mr. Revert's proxy group will 

retain only 32.95% of its eamings, yet will grow at 5.71 %. In Mr. Revert's model, a 

decrease in retained eamings of 6.52% somehow leads to 4 basis points worth of eamings 

growth. It is important to remember that the retention ratio represents that portion of 

eamings that a company retains in order to grow the business. It is illogical for a 

company's growth to increase over the long tem1 while, at the same time, that company 

retains less and less eamings with which to foster growth. However, that is exactly what 

Mr. Revert has forecast. 

The next chart shows the effect of increasing the payout ratio without decreasing 

the earnings growth rate to reflect the decreasing retention ratio. Earnings growth remains 
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where it was before the change in payout ratio, and the dividend growth rate increases to 

reflect the higher payout ratios: 

Growth in EPS and Dividend Yield Used by Mr. Hevert 
Proxy Group average for his "Mean" Multi-Stage DCF calculation 

8_0{11!, ,---·· 7 <;<;c""' .... ""'' - .cc.c.c. ~-:-cc-----------
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e Growth in O.'vidends 

In the chart above, the differences in EPS growth and dividend growth arc caused by Mr. 

Revert's payout-ratio forecast. In Mr. Revert's model, eamings growth never decreases 

due to a decreasing retention ratio, yet dividend growth mainly increases because of Mr. 

Hevert's forecasted payout ratios. 

Finally, the following chati shows how much dividend growth Mr. Hevcrt was 

unreasonably able to create by changing the payout ratios used in his multi-stage DCF 

model as described above. This chart represents the difference between the growth in 

dividends and the EPS growth presented in the preceding chart: 
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2.00% 

LSO% 

1.00% 

0.50% 

0.00% 

II -Q.SO% 

Q. 

A. 

Proxy Group Change in Dividend Growth Relative to EPS 
Growth as a result of Mr. Hevert's Payout-Ratio Forecast 

Based on Mr. Hevert's "Mean" multi-stage DCF Calculation 

0.00% 

2025 

The amounts shown in the chart above should not have been included in Mr. Hevert' s 

model. 

HAS MR. HE VERT EVER PROVIDED HISTORICAL EVIDENCE THAT 

EARNINGS ACTUALLY INCREASE AS THE RETENTIO RATIO 

DECREASES? 

Yes. In his Rebuttal Testimony for Ameren Missomi Case No. ER-2012-0166, Mr. 

Hcvcrt cites three mticles that challenge the idea that high dividend payout ratios are 

followed by periods oflow earnings growth. 16 Arnott and Asness, the authors ofthe main 

article cited, indeed found historical evidence that "strongly suggests that expected 

earnings growth is fastest when current payout ratios are high and slowest when payout 

ratios are low."17 However, using this infom1ation in order to justify a payout-ratio 

16 See Hevert Rebuttal, ER-2012-0166, p. 81, lines 9-13. 
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Q. 

A. 

forecast that features lower retention ratios and higher earnings would be completely 

misguided. As authors Arnott and Asness state in regard to the statistically strong 

historical relationship between high payout ratios and high growth, 

We found that the empirical facts conform to a world in which 
managers possess private infom1ation that causes them to pay out a 
large share of earnings when they are optimistic that dividend cuts 
will not be necessary and to pay out a small share when they are 
pessimistic, perhags so that they can be confident of maintaining the 
dividend payouts. 8 

Clearly, it would be a mistake to believe that because high payout ratios have historically 

been correlated with periods of faster eamings growth that high payout ratios cause 

faster earnings growth. 

CAN YOU REMOVE THE EFFECT OF MR. REVERT'S PAYOUT-RATIO 

FORECAST FROM HIS MULTI-STAGE DCF MODEL? 

Yes, I can. Mr. Revert forecasts earnings in order to derive the cash flows (dividends) by 

multiplying eamings by the payout ratio. I have removed the earnings forecast and 

payout-ratio forecast from Mr. Revert's model and I have input instead, as a starting 

point for the forecast, the 2013 historical annual dividend payments as reported by Value 

Line. The only other elements I have eliminated from Mr. Revert's original models are 

the error in dividend payment timing described earlier and the flawed "mean low" and 

"mean high" calculations. 

17 Asness, Clifford & Amott, Robert. "Surprise: Higher Dividends= Higher Earnings Growth". Financial Analysts 
Journal, Vol. 59, No. I, January/February 2003. 

18 Ibid. p. 84. 

31 



Rebuttal Testimony of Lance C. Schafer 
Case No. ER-2014-0258 

1 II Q. WHAT ARE THE COMBINED EFFECTS OF THE DIVIDEND PAYMENT 

2 

3 II A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 Q. 

14 

15 A. 

16 

17 

18 

19 

20 

TIMING ERROR AND THE PAYOUT-RATIO FORECAST? 

The following table presents Mr. Revert's original "mean" multi-stage DCF results and 

the "mean" multi-stage DCF results after the two enors have been cmTectcd (see Rebuttal 

Schedule LCS-2): 

Multi-Stage DCF 
30-Day Average 
90-Day Average 
180-Day Average 

Mean (with errors) 
9.93% 

10.00% 
10.13% 

Mean (corrected) 
9.74% 
9.80% 
9.92% 

The average result of the three estimates before the enors are removed is 10.02%. The 

average result of the three estimates after the two enors arc removed is 9.82%. The 

dividend payment timing enor and the payout-ratio forecast are thus responsible for 20 

basis points (10.02- 9.82% = .20%) of upward bias in Mr. Revert's multi-stage DCF 

results. 

PLEASE EXPLAIN THE CONCERNS YOU HAVE WITH THE ESTIMATE OF 

GDP MR. REVERT USES FOR HIS TERt'\1INAL GROWTH RATE. 

Mr. Heve1i's estimate ofGDP growth comes from the average historical real GDP 

growth rate from 1929 to 2013 of3.27%, which is then combined with a forecasted 

inflation rate of2.37% to calculate his terminal growth rate. 19 Mr. Revert is the only rate 

of return analyst in this case who relied entirely on historical real GDP data for this 

calculation. 

19 See Hevert Direct, p. 22, lines 4-5. 

32 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Rebuttal Testimony ofLancc C. Schafer 
Case No. ER-2014-0258 

Q. DID MR. REVERT EXPLAIN WHY HE RELIED ON HISTORICAL REAL GDP 

DATA TO CALCULATE HIS TERMINAL GROWTH RATE? 

A. Yes. Mr. Revert states "in essence, my real GDP growth rate projection is based on the 

assumption that absent specific knowledge to the contrary, it is reasonable to assume that 

over time, real GDP growth will revert to its long-term mean."20 

Q. ARE MULTIPLE ESTIMATES OF GDP FROM RELIABLE SOURCES 

AVAILABLE THAT MR. REVERT COULD HAVE UTILIZED? 

A. Yes. For example, I use estimates from the U.S. Energy Infmmation Administration, the 

Congressional Budget Office, and the Organisation for Economic Co-operation and 

Development;21 Mr. Gorman uses GDP estimates from Blue Chip Economic Indicators.22 

Mr. Murray references GDP projections from the Federal Reserve Board Members and 

the Federal Reserve Bank Presidents.23 

Q. IS THERE REASON TO BELIEVE THAT GDP WILL BE LOWER THAN THE 

HISTORICAL AVERAGE? 

A. Yes. For example, the Congressional Budget Office states in The Budget and Economic 

Outlook: 2014 to 2024 that "beyond 2017, CBO expects that economic growth will 

20 See Hevert Direct, p. 23, lines 3-5. 

21 See Schafer Direct, p. 25, lines 7-9. 

22 See Gonnan Direct, p. 24, lines 3-18. 

23 See Murray Direct, p. 14, lines 14-17. 
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diminish to a pace that is well below the average seen over the past several decades."24 

The forecasts ofGDP growth provided by the U.S. Energy Information Administration 

(covering 2014 to 2040), the Economic Report of the President (covering 2014-2020), 

and the International Monetary Fund (covering 2014 to 20 19) are also all lower than the 

historical average growth in GDP _2 5 

Q. IS THE 2014 TO 2024 TIME PERIOD MENTIONED ABOVE RELEVANT TO 

THE THIRD STAGE OF THE MULTI-STAGE DCF MODELS USED IN THIS 

CASE? 

A. Yes. During his Rebuttal Testimony for Amcren Missouri Case no. ER-2012-0166, Mr. 

Revert takes issue with MIEC witness Mr. Gorman's multi-stage DCF model because 

"Mr. Gornmn's model assumes a tem1inal growth rate beginning in year eleven based on 

a GDP growth rate projection that actually ends in the eleventh year of his study 

period."26 Mr. Heve11 and I agree that the relevant estimate of GDP should cover the 

period begim1ing at year II of the multi-stage model. 

However, the second stage of the multi-stage DCF model, which covers years 6 

through I 0, uses growth rates that transition from the stage-one growth rates to the 

terminal growth rate. In other words, the terminal growth rate used for stage three 

influences the multi-stage DCF model starting at the begilllling of stage two (year 6). Mr. 

24 http://www.cbo.gov/publication/450 l 0 

25 See the U.S. Energy Information Administration. Annual Energy Outlook 2014 
(http://www.eia.gov/forecasts/aeo/pdf/0383(2014).pdf); The Economic Report of the President 2014 
(http://www.gpo.gov/fdsys!pkg/ERP-20 14/pdf/ERP-20 14 .pdf); http:/ /knoema.com!IMFWE020 140ct/imf-world­
econornic-outlook-october -2014. 

26 See Revert Rebuttal ER-2014-0166, p. 84, lines 7-9. 
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Revert uses an estimate of GDP for his stage-three growth rate that is based on the 

historical average real GDP, which also causes his growth rates in stage two to reflect 

historical averages rather than estimates of economic conditions for that period. Since we 

have estimates of economic conditions from reliable sources for the period of 2019 to 

2024, that infonnation can be used to judge the reasonableness of the stage two growth 

rates. 

Q. IS IT YOUR OPINION THAT THE WAY THE STAGE-TWO GROWTH RATE 

IS CALCULATED SHOULD BE CHANGED? 

No. I am certainly not arguing that the technique used to calculate stage-two growth rates 

be changed. However, it is important to analyze the impact that growth rates have on the 

model. The following chart presents the growth rates that Mr. Revert and I applied to 

earnings and dividends, respectively, for the second and third stages of our multi-stage 

DCF models: 

Mr. Hevert's Growth Rates 
Mr. Schafer's Growth Rates 

6 
5.68% 
5.00% 

7 
5.69% 
4.97% 

Stage Two 
8 

5.69% 
4.94% 

9 
5.70% 
4.91% 

10 
5.71% 
4.89% 

Stage Three 
11 

5.71% 
4.86% 

As can be seen in the table above, Mr. Revert's choice of stage-three growth rate 

causes his stage-two growth rates to be very close to the historical average, even though 

the GDP estimates from reliable sources cited by tln·ee of the four rate-of-return 

witnesses in this case are significantly lower for that time period (20 19-2024). 
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Q. 

A. 

Q. 

A. 

IS MR. HE VERT GENERALLY OPPOSED TO USING ESTIMATES THAT ARE 

NOT BASED ON HISTORICAL DATA? 

No. He uses forecasted 30-year Treasury rates from Blue Chip Economic Indicators for 

both his CAPM and bond-yield-plus-risk-premium analyses,27 earnings growth estimates 

from Bloomberg and Value Line to calculate the market risk premium for his CAPM/8 

earnings growth estimates from Value Line, Zacks, and First call to use as inputs for his 

constant-growth and multi-stage DCF models/9 and payout-ratio forecasts from Value 

Line for his multi-stage DCF model.30 

IS IT GENERALLY MR. REVERT'S POLICY TO ASSUME THAT ESTIMATES 

WILL REVERT TO HISTORICAL AVERAGES WITHOUT ANALYZING 

THEM IN THE CONTEXT OF CURRENT ECONOMIC INFORMATION? 

No. In his direct testimony, Mr. Revert states 

While I appreciate that all analyses require an element of 
judgment, the application of that judgment must be made in the 
context of the quantitative and qualitative information available to 
the analyst and the capital market environment in which the 
analyses were undettaken.31 

Despite this, when it is a question of the most important growth rate used in the multi-

stage DCF model, Mr. Revert curiously finds that a mere "assumption" is appropriate, 

27 
See Hevert Direct, Schedule RBH-5 and Schedule RBH-6, p. 1 of 19. 

28 See Hevert Direct, p.26, lines 11-19. 

29 See Hevert Direct, p. 18, lines 11-14, and p. 20, line 9. 

30 See Hevert Direct, p. 23, lines 12-13. 

31 See Hevert Direct, p. 41, lines 17-20. 
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without any analysis of the growth rate in the context of the current capital market 

environment. 

Q. YOU ALSO RELY ON A HISTORICAL ESTIMATE OF REAL GDP IN YOUR 

ANALYSES. WHAT ARE THE DIFFERENCES IN THE WAY YOU AND MR. 

HEVERT USE THE AVERAGE HISTORICAL GDP IN YOUR DIRECT 

TESTIMONY? 

A. As I explain in my direct testimony, the terminal-stage growth rate covers a period of 

roughly 20 years.32 Since the terminal stage starts in year 11 of the multi-stage DCF 

model, the relevant forecast pe1iod for GDP approximately covers the period starting 11 

years from now and ending 33 years from now. Although I had estimates ofGDP that 

covered the entire time period, I did not have multiple estimates for the last five years of 

that time period. Therefore, I reverted to the historical average for the last five years only. 

In contrast, Mr. Hevert unreasonably used a historical estimate of GDP for the entire 

period. 

Q. PLEASE PRESENT THE TERMINAL-STAGE GROWTH RATES THAT WERE 

USED IN THE MULTI-STAGE DCF MODELS BY THE RATE-OF-RETURN 

WITNESSES IN THIS CASE. 

A. The following table presents the tenninal-stage growth rates used in the multi-stage DCF 

models of the rate-of-return witness who filed direct testimony in this case: 

32 See Schafer Direct, p. 25, lines 19-20 and p. 26, lines 1-4. 
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Q. 

A. 

Q. 

A. 

Terminal Growth Rates Used in the Multi-Stage DCF Models 
Mr. Hevert 5.71% 
Mr. Schafer 
Mr. Gorman 
Mr. Murray 

4.86% 
4.60% 

3% to 4% 

WHAT EXPLAINS THE VARIATION IN THE ESTIMATES OF TER.i\1INAL 

GROWTH PRESENTED IN THE TABLE ABOVE? 

Mr. Murray, Mr. Gmman, and I present evidence in our direct testimony that growth rates 

on which the terminal growth rate should be based are lower than nominal GDP.33 Mr. 

Gorman and I use forecasts of full GDP as terminal growth rates, while acknowledging 

that these growth rates are conservative. Mr. Murray uses a rate that is lower than GDP as 

the result of research performed by Staff. However, Mr. Hevett neither considers the 

possibility that the growth rate could be lower than GDP, nor does he consider that 

forecasts of GDP from reliable sources are significantly lower than the historical average 

that he chooses to use in his calculation. 

WHAT EFFECT DOES THE TERMINAL GROWTH RATE THAT MR. 

REVERT USES HAVE ON HIS MULTI-STAGE DCF MODEL? 

The multi-stage DCF model is extremely sensitive to the terminal growth rate. The 

following table presents three sets of results: 1. Mr. Revert's miginal mean multi-stage 

DCF results; 2. Mr. Revert's mean multi-stage DCF results after the correction of the 

dividend payment timing and payout-ratio en-ors discussed earlier, and 3. the mean 

results after the correction of the dividend payment timing and payout ratio enors 

33 See Schafer Direct, p. 23, lines 3-19 and p. 24, lines 1-4; see also Gorman Direct, p. 23, lines 16-20; see also 
Murray Direct, p. 32, lines 12-21 and p. 34, lines I 0-12. 
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discussed earlier, and using the next-highest terminal growth rate estimate of 4.86% (see 

Rebuttal Schedule LCS-3): 

After Dividend Payment 
After Dividend Timing 

Payment Timing and Payout Ratio 
and Payout Ratio Corrections; 

Mr. Hevert's Results _j_(;orrections .. 4.86% Terminal Growth Rate 
Multi-Stage 
DCF Mean Mean Mean 
30-Day Average 9.93% 9.74% 9.05% 
90-Day Average 10.00% 9.80% 9.11% 
180-Day 
Average I 10.13% I 9.92% I 9.23% 

As can be seen, Mr. Revert's dividend payment timing error and his payout-ratio forecast 

alone cause his results to be an average of 20 basis points too high. Additionally, Mr. 

Revert's choice of terminal growth rate causes his results to be an average of69 basis 

points higher than they wonld have been had he used a reliable estimate of GDP rather 

than a historical average. The combined effects of the dividend payment timing error, 

payout-ratio forecast, and higher tem1inal growth rate account for an average difference 

of 89 basis points. Therefore, Mr. Revert's multi-stage DCF results are an average of 89 

basis points higher than they should be. This is umeasonable. 

13 II MR. REVERT'S CAPITAL ASSET PRICING MODEL (CAPM) 

14 

15 Q. WHAT CONCERNS DO YOU HAVE ABOUT MR. REVERT'S CAPM 

16 ANALYSIS? 
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1 II A. 
The market-risk-premium inputs to Mr. HcvCit's CAPM model arc greatly exaggerated 

2 due to the estimated required rctum on the market that Mr. Revert calculates by means of 

3 his "market capitalization weighted average ROE based on the Constant Growth DCF 

4 model." 34 The high market-risk premia that Mr. Revert uses cause the model to produce 

5 exaggerated retnrn-on-equity results. 

6 

7 Q. PLEASE EXPLAIN HOW MR. REVERT CALCULATES HIS "MARKET 

8 CAP IT ALIZA TION WEIGHTED AVERAGE ROE BASED ON THE CONSTANT 

9 GROWTH DCF MODEL" AND HIS RISK-PREMIUM INPUTS. 

10 A. Mr. Revert first uses the constant-growth DCF model to calculate expected retnrns for all 

11 the companies in the S&P 500 for which growth-rate estimates arc available. Next, he 

12 weights each company's expected retnrn by the company's market-capitalization weight. 

13 He then sums all of the companies' market-capitalization-weighted retnrns, which gives 

14 him the expected retnrn on the S&P 500. Mr. Revert does this calculation once with data 

15 from Value Line and a second time with data from Bloomberg. 

16 To calculate his risk-premium inputs, Mr. Hevett takes the expected returns on the 

17 S&P 500 that he has calculated and subtracts the current tisk-free rate. 

18 

19 Q; WHAT CONCERNS DO YOU HAVE WITH THE CALCULATION MR. 

20 HE VERT USES TO ESTABLISH HIS RISK PREMIA? 

34 See Hevert Direct, p. 26, lines 1 0-ll. 
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1 r· First, Mr. Revert's use of the risk-free rate is inconsistent with how he uses it elsewhere. 

2 Second, Mr. Revert does not analyze the reliability of the risk premia estimates that he 

3 obtains by using the constant-growth DCF model. 

4 

5 Q. HOW IS MR. HE VERT'S USE OF THE RISK-FREE RATE WHEN 

6 ESTABLISHING THE MARKET-RISK PREMIUM INCONSISTENT WITH 

7 HOW HE USES IT ELSEWHERE? 

8 A. In both the CAPM and the bond-yield-plus-risk-premium approach, Mr. Revert uses 

9 multiple estimates of the risk-free rate. For example, he uses the current (3.42%) and 

10 "near term projected" (4.07%) rates for his CAPM. He uses current (3.42%), "near term 

11 projected" (4.07%), and "long term projected" (5.25%) rates for his bond-yield-plus-risk-

12 premium approach. As the risk-fi'ee rate input increases, the results of his models 

13 increase. h1 other words, using higher estimates of the risk-fi·ee rate in the CAPM and in 

14 the bond-yield-plus-risk-premium approach results in higher estimates of the cost of 

15 common equity. When using multiple risk-free rates results in higher cost-of-common-

16 equity results, Mr. Revert uses them. 

17 However, when using multiple risk-free rates decreases the cost-of-common-

18 equity results, Mr. Revert docs not usc them. When Mr. Revert calculates his risk-

19 premium inputs for the CAPM, he must subtract the risk-free rate from his calculated 

20 return on the S&P 500. Higher estimates of the risk-free rate would thus decrease his 

21 calculated risk premia, and, in turn, decrease the results of his CAPM. For this 

22 calculation, Mr. Revert does not usc multiple estimates of the risk-free rate as he did 

23 before. Mr. Heve1i only uses the current risk-free rate, which is the lowest estimate. If he 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

had used the same estimates ofthe risk-free rate that he previously used, his risk premia 

inputs would have been lower, which would have produced a lower CAPM result. 

YOU ALSO STATE THAT MR. REVERT DOES NOT ANALYZE THE 

RELIABILITY OF THE RISK PREMIA ESTIMATES THAT HE OBTAINS BY 

USING THE CONSTANT -GROWTH DCF MODEL. PLEASE EXPLAIN. 

The constant-growth DCF model relies on the assumption that a company can grow in 

perpetuity at a constant growth rate. If a growth rate that cannot reasonably be sustained 

in perpetuity is used, the results of the model will not be reliable. 

DOES MR. REVERT ANALYZE AND ACCOUNT FOR THIS ASSUMPTION 

ELSEWHERE IN HIS DIRECT TESTIMONY? 

Yes. When describing the multi-stage DCF model, Mr. Revert states 

Since the model provides the ability to specify near, 
intermediate and long-term growth rates, for example, it avoids the 
sometimes limiting assumption that the subject company will grow at 
the same, constant rate in perpetuity?5 

WHAT AVERAGE PERPETUAL GROWTH RATES FOR THE COMPANIES 

OF THE S&P 500 ARE IMPLIED BY MR. REVERT'S CALCULATION OF HIS 

REQUIRED RETURN ON THE MARKET? 

Using the data from Mr. Revert's Direct Testimony Schedules RBH-2 and RBH-3, I 

calculated Mr. Hevctt's implied constant-growth rates for the companies in the S&P 500 

by multiplying the long-tetm growth estimate for each company by the company's 

35 See Hevert Direct, p. 20, lines 13-14 and p. 21, line I. 
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1 market-capitalization weight. I then summed the results to obtain the constant-growth 

2 rate. 

3 Based on the Bloomberg data, the perpetual growth rate is 11.4% (see Rebuttal 

4 Schedule LCS-4). Based on the Value Line data, the perpetual growth rate is 10.5% (sec 

5 Rebuttal Schedule LCS-5). These are the values that are reflected in Mr. Hcveit's 

6 "market capitalization weighted average ROE based on the Constant Growth DCF 

7 model". 

8 

9 IIQ. ARE 11.4% AND 10.5% REASONABLE PERPETUAL GROWTH RATES? 

10 r· No. During direct testimony, Mr. Revert, Mr. Gorman, and I use various estimates of 

11 GDP as perpetual growth rates. The highest estimate of GDP-provided by Mr. Revert-

12 was 5.71 %. When compared to the pe1petual growth rates above of 11.4% (Bloomberg) 

13 and 10.5% (Value Line), Mr. Revert's "market capitalization weighted average ROE 

14 based on the Constant Growth DCF model" unreasonably implies that the companies in 

15 the S&P 500 will grow in pe1petuity at as much as twice the rate of Mr. Revert's 5.71% 

16 estimate ofGDP. 

17 

18 Q. SHOULD MR. REVERT HAVE ANALYZED THE IMPACT OF THE GROWTH 

19 RATES HE USES IN PERPETUITY? 

20 Mr. Revert's risk -premium estimates are unreasonably high because he uses analysts' 3-

21 to-5 year growth estimates in perpetuity in his DCF model. As Pratt informs us in his 

22 book Cost of Capital, "these eamings growth estimates typically are for only the next two 
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to five years; they are not perpetual. Therefore, any use of these forecasts in a single-

stage DCF model must be tempered with a longer-term forecast" [emphasis added]. 36 

Q. HOW DO THE RISK PREMIA THAT MR. REVERT DEVELOPS BY MEANS 

OF HIS "MARKET CAPITALIZATION WEIGHTED ROE BASED ON THE 

CONSTANT GROWTH DCF MODEL" COMPARE TO THE RISK PREMIA 

USED BY THE OTHER WITNESSES IN THIS CASE FOR THEIR CAPM 

ANALYSES? 

9 II A. Mr. Hevett calculates two risk premia: 10.02% and 9.28%.37 Mr. Munay uses two 

10 

11 

12 

13 

14 

15 

16 

estimates based on historical data obtained from Duff & Phelps: 6.20% and 4.64%?8 Mr. 

Gorman uses two estimates based on historical data obtained from Morningstar: 7.3% 

and 6.2%. 39 I use two estimates based on historical data obtained from Morningstar: 6.2% 

and 4.6%.40 The estimates are summarized in the following table: 

Risk Premia Used In The CAPM (listed by Analyst) 
Low Estimate High Estimate 

Mr. Hevert 9.28% 10.02% 
Mr. Gorman 
Mr. Murray 
Mr. Schafer 

6.20% 
4.64% 
4.60% 

7.30% 
6.20% 
6.20% 

As can be seen, Mr. Revert's estimates are significantly higher than the other witnesses' 

estimates. 

36 Pratt, Shannon P. Cost of Capital. New York, New York: John Wiley & Sons, Inc. 1998. p. 100. 

37 See Hevert Direct, Schedule RBH-5. 

38 See Murray Direct, p. 43, lines 14-19. 

39 See Gorman Direct, p. 35, lines 1-20. 

40 Sec Schafer Direct, p. 35, lines 7-14. 
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Q. WHAT IS THE RESULT OF REPLACING THE RISK PREMIA USED IN MR. 

HE VERT'S CAPM WITH THE RISK PREMIA USED BY ALL THE OTHER 

RATE-OF-RETURN WITNESSES IN THIS CASE? 

A. By doing so, the unreasonable results caused by Mr. Heve1i's "market capitalization 

weighted ROE based on the Constant Growth DCF model" technique become clear. 

The following table shows Mr. Revert's original results as presented in his direct 

testimony 41
: 

Bloomberg Value Liue 
Deril•ed Derived 

Market Risk 11farket Risk 
Premium Premium 

Average Bloomberg Beta Coefficient 

Cnneut 30-Year Treasury (3.42%) 11.27% 10.69% 

Near Tenn Projectecl30-Year Treasury (4.07%) 11.92% 11.34~'0 

Average Value Line Beta Coq_fficieut 

Ctmeut 30-Year Treasmy (3.42%) 1l.l7% 10.59% 

Near Tenn Projected 30-Year Treasury (4.07%) 11.82% 11.24% 

The following table summarizes the CAPM recomme1idations of the other tln·ee 

rate-of-return witnesses in this case, along with the market risk premia they used: 

CAPM Recommendations 
Market Risk Premia Used CAPM Result 

Mr. Gorman 6.2% and 7.3% 9.24% 
Mr. Schafer 4.6% and 6.2% 8.74% 

6.6% and 7.76%; 
Mr. Murray 4.64% and 6.2% 6.53% and 7.66% 

Holding all other variables equal (and, as a reminder, using Mr. Heve1i's original 

proxy group), the following table demonstrates the CAPM results obtained by removing 

41 See Hevert Direct, P .28, line 1. 
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the market risk premia that Mr.Hevett uses and adding the four market tisk premia nscd 

by the other witnesses in this case (see Rebuttal Schedule LCS-6): 

CAPM Result 
4.6% 4.64% 6.2% 7.3% 

Market Risk Market Risk Market Risk Market Risk 
PROXY GROUP BLOOMBERG AVERAGE BETA COEFFICIENT Premium Premium Premium Premium 
Current 30-Year Treasury (30-day average) 7.02% 7.05% 8.28% 9.14% 
Near-Term Projected 30-Year T reasurv 7.67% 7.70% 8.93% 9.79% 

PROXY GROUP VALUE UNE AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-day average) 6.98% 7.01% 8.21% 9.06% 
Near-Term Projected 30-YearTreasurv 7.62% 7.65% 8.86% 9.71% 

When the other witnesses' measures of the market risk premium are substituted into Mr. 

Revert's CAPM model, there are minor, logical differences in results owing to the 

different measures of Beta and risk-free rates. However, Mr. Hevett's calculation of the 

market risk premium is the undeniable source of the biggest difference between his 

results and the results of the other three witnesses. 

Q. CAN MR. REVERT'S CAPM BE CORRECTED? 

A. Yes. Correcting Mr. Revert's CAPM can be done by replacing the risk premia calculated 

from his "market capitalization weighted ROE based on the Constant Growth DCF 

model" with historical risk premia. I suggest using the consensus estimate of the other 

rate-of-return witnesses. This can be accomplished by replacing Mr. Revert's equity tisk 

premia with the 6.2% equity tisk premium, which was used by evety other rate-of-return 

witness in this case. Mr. Murray and I use 6.2% as our high estimate of the risk premium 

Mr. Gonnan uses 6.2% as his low estimate. For reasons I will detail in a later section, Mr 

Gonnan's high estimate (7.3%) is unreliable and should not be nsed. 
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Mr. Gmman, Mr. Murray, and I obtained the 6.2% risk-premium estimate using 

the same calculation. Mr. Murray and I also calculate lower risk premia (4.64% and 

4.6%, respectively) by using geometric mean averages rather than arithmetic mean 

averages. Although I firmly believe using both the geometric and arithmetic mean 

averages better represents investor opinion, for this conection I will use the estimate that 

best represents the consensus of the estimates that the witnesses in this case provided. 

Using 6.2% will admittedly produce higher results than Mr. Murray and I obtained by 

employing both the geometric and arithmetic means. 

10 ll Q. PLEASE PRESENT MR. REVERT'S ORIGINAL CAPM RESULTS AND THE 

11 CORRECTED RESULTS. 

12 ll A. The following table shows Mr. Revert's original results as well as the cmrected results: 

Mr. Hevert's Original CAPM Results 1 Corrected CAPfJI Results 

Bloomberg Market Value Line Market 6.2% 
DCF Derived DCFDerived Market Risk Premium 

PROXY GROUP BLOOMBERG AVG. BETA COEFFICIENT 
Current 30-YearTreasury (30-day average) 1127% 10.69% I 8.28% 
Near-Term Projected 30-.Year TreaSU!Y 11.92% 11.34% 8.93% 
PROXY GROUP VALUE LINE AVG. BETA COEFFICIENT 

13 
Current 30-YearTreasury (30-day average) 

I 
11.17% 10.59% 

I 
8.21% 

Near-Term Proiected 30-Year Treasurv 11.82% 11.24% 8.86% 

14 

15 ll MR. REVERT'S BOND-YIELD-PLUS-RISK-PREMIUM APPROACH 

16 

17 II Q. WHAT CONCERN DO YOU HAVE ABOUT MR. HE VERT'S BOND-YIELD-

18 PLUS-RISK-PREMIUM APPROACH? 

19 ll A. First, Mr. Revert's use of a "long term projected" rate as one of his risk-free rate inputs is 

20 inappropriate. Second, Mr. Heve1t's application of an argument relating to the inverse 
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relationship between the equity risk premium and the level of interest rates is flawed and 

umeasonablc. 

Q. PLEASE DESCRIBE THE RISK-FREE RATE INPUTS THAT MR. REVERT 

USES IN HIS BOND-YIELD-PLUS-RISK-PREMIUM APPROACH. 

A. Mr. Revert uses three measures of the 30-year treasury yield in order to obtain risk-free-

rate inputs: a "current" rate of3.42%, a "near term projected" rate of 4.07%, and a "long 

term projected" rate of 5.25%.42 The "cunent" rate and "ncar term projected rate" are 

consistent with what Mr. Revert employed in his CAPM analysis.43 However, it should 

be noted that Mr. HevCit did not use the "long term projected" rate for his CAPM 

analysis. 

Mr. Revert includes the "long term projected" rate in his bond-yield-plus-risk-

premium analysis without discussing the reasons for its inclusion. The "long term 

projected" rate is much higher than the "cun·ent" and "near term projected" rates. 

Therefore, using it to establish the retum on equity today is equivalent to saying that the 

Company should receive a higher retum now because the required return in the distant 

future will be higher than it is currently. This is illogical and umeasonable. 

Q. IS THERE A REASON AN ANALYST WOULD USE DIFFERENT 

PROJECTIONS OF THE RISK-FREE RATE IN THE BOND-YIELD-PLUS-

RISK-PREMIUM APROACH THAN HE OR SHE USES IN THE CAPM? 

42 See Revert Direct Schedule RBH-6, page I of 19. 

43 See Hevert Direct, p. 27, lines 3-4. 
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1 r· If an analyst decides to use treasury bonds in both models, as Mr. Revert has done, there 

2 is no reason not to use the same estimates for both models. Indeed, Mr. Reve1t docs use 

3 the same "current" and "near tenn projected" rates for both models. If Mr. Revert found 

4 it relevant to use the "long term projected" rate in his bond-yield-plus-risk-premium 

5 approach, then logically he should have used the "long term projected" rate for his 

6 CAPM analysis as well, since the CAPM is also a bond-yield-plus-risk-premium 

7 approach. 

8 

9 Q. IF MR. REVERT HAD USED THE "LONG TERM PROJECTED" RATE IN HIS 

10 CAPM, WHAT EFFECT WOULD THIS HAVE HAD ON HIS RESULTS? 

11 A. The CAPM results incorporating the "long term projected" 30-year Treasury yield would 

12 have been conspicuously high. To show this, I have used Mr. Revert's CAPM model and 

13 simply added the "long term projected" 30-year Treasury rate, without changing any 

14 other aspect of the model. The results of Mr. Revert's original CAPM analysis and the 

15 additional results that I have obtained by adding the "long term projected" 30-year 

16 Treasury rate to Mr. Revert's model are shown in the following table (see Rebuttal 

17 Schedule LCS-7): 
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CAPM Resutt 
Bloomberg Value Line 

MarketDCF Markel DCF 
Derived Derived 

I 

PROXY GROUP BLOOMBERG AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-day average) 11.27% 10.69% 
Near-Term Projected 30-YearTreasury 11.92% 11.34% 

Long-Term Projected 30-Year Treasury 13.11% 12.52% 
PROXY GROUP VALUE LINE AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-day average) 11.17% 10.59% 
Near-Term Projected 30-YearTreasury 11.82% 11.24% 

Long-Term Projected 30-Year Treasury 13.00% 12.43% 

Q. DOES MR. REVERT DESCRIBE THE TIME PERIOD TO WHICH HIS "LONG 

TERM PROJECTED" RATE APPLIES? 

A. No. Mr. Revert does not discuss his "long term projected" rate. 

Q. WHAT EFFECT DOES MR. HE VERT'S USE OF A "LONG TERM 

PROJECTED" RATE HAVE ON THE RESULTS OF HIS BOND-YIELD-PLUS-

RISK-PREMIUM APPROACH? 

A. The result calculated using the "long te1m projected" rate represents the highest estimate 

Mr. Revert obtained from his bond-yield-plus-risk-premium approach: 10.77%. 

Q. WHAT IS YOUR RECOMMENDATION REGARDING MR. REVERT'S USE OF 

THE "LONG TERM PROJECTED" TREASURY YIELD? 

A. The result based on his "long tenn projected" rate should be discarded. If Mr. Revert 

believes that a projected risk-free rate from farther in the future than his "near tenn 

so 
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projected" rate is appropriate, then he should give a clear justification for its use. Mr. 

Heve11 never attempts to explain why the rate is included in his approach. Furthermore, 

the fact that Mr. Hcve11 uses the "long te1m projected" rate selectively-using it in his 

bond-yield-phis-risk-premium approach but avoiding it in his CAPM-raises more 

doubts as to the reliability of the results calculated with that estimate. 

Q. EARLIER, YOU STATED THAT MR. REVERT'S APPLICATION OF AN 

ARGUMENT RELATING TO THE INVERSE RELATIONSHIP BETWEEN THE 

EQUITY RISK PREMIUM AND THE LEVEL OF INTEREST RATES WAS 

FLAWED AND UNREASONABLE. PLEASE EXPLAIN HOW MR. HE VERT 

DEVELOPS HIS ARGUMENT. 

A. Mr. Revert defines the risk premium that he uses in his bond-yield-plus-risk-premium 

approach as "the difference between the authorized ROE and the then-prevailing level of 

long-term (i.e., 30-year) Treasmy yield."44 He then develops an argument that his risk 

premium based on authorized ROEs needs to be adjusted because of"prior research", 

which he does not reference or define, but which he claims "has shown that the Equity 

Risk Premium is inversely related to the level of interest rates."45 He then conducts a 

semi-log regression analysis of historical authorized ROE data and corresponding 

Treasury yields in order to reflect the supposed inverse relationship between the equity 

risk premium and Treasury yields. 

44 See I-Ievert Direct, p. 29, lines 3-4. 

45 Ibid. p. 29, lines 11-12. 
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Q. HOW DOES MR. REVERT'S RISK PREMIUM INPUT CHANGE AS A RESULT 

OF HIS REGRESSION ANALYSIS? 

A. The risk premium that Mr. Revert calculates before he conducts his regression analysis is 

4.43%.46 The risk premia that he uses as a result of his regression analysis are 5.52%, 

6.25% and 6.74%.47 

Q. WHY DO YOU BELIEVE MR. REVERT'S APPLICATION OF THE 

ARGUMENT RELATING TO THE INVERSE RELATIONSHIP BETWEEN 

EQUITY RISK PREMIA AND TREASURY YIELDS IS FLAWED? 

A. Mr. Revert states that the "p1ior research" he has reviewed to formulate his argument 

relates to the inverse relationship between the equity risk premium and Treasury yield. 

However, Mr. Revert uses a risk premium for his bond-yield-plus-risk-premium approach 

that is based on historical authorized ROE. An equity risk premium and a risk premium 

based on authorized ROE are clearly not the same thing. 

Q. HAS MR. REVERT PROVIDED THE SOURCES OF THE STATED "PRIOR 

RESEARCH" AT ANY TIME IN THE PAST WHILE MAKING THE SAME 

ARGUMENT? 

A. Yes. In Ameren Missouri Case no. ER-2012-0166, Mr. Revert cites the following 

paragraph from New RegulatOJ)' Finance by Roger Morin: 

46 See Hevert Direct, p. 30, line 8. 

47 See Hevert Direct Schedule RBH-6, page I of 19. 
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Q. 

A. 

Published studies by Brigham, Shame, and Vinson (I 985), 
Harris (1986), Harris and Marston (1992, I 993 ), Carleton, Chambers, 
and Lakonishok (1983), Morin (2005), and McShane (2005), and 
other demonstrate that, beginning in 1980, risk preminms varied 
inversely with the level of interest rates - rising when rates fell and 
declining when interest rates rose. "48 

DO THE ARTICLES LISTED IN THE PARAGRAPH ABOVE SUPPORT !VIR. 

REVERT'S ARGUMENT? 

No. They confirm that the inverse relationship has existed-but only during specific 

periods of time. As Mr. Mmin states in the above paragraph, the cited ·atticles dcsclibe an 

inverse relationship between equity Iisk premia and Treasury yields beginning in 1980. 

However, by looking at the publication dates of the articles in the paragraph above, it is 

clear that the studies only found this inverse relationship for a very limited, and therefore 

inconclusive, time period. 

Brigham, Shome, and Vinson (1985) found the inverse relationship for the period 

of 1980 to 1984.49 However, for the period of 1970 to 1979, they found that the 

relationship between equity risk premia and Treasury yields was positive. 50 This means 

that the argument holds tme for the period of I 980 to 1984, but not for the period of 1970 

to 1979. 

Similarly, Harris ( 1986) finds that "risk premia for both stocks in general and 

utilities are inversely related to the level of government interest rates but positively 

48 See Revert Rebuttal from ER-2012·0166, p. 103, lines 10-14; See also Morin, Roger A. New Regu/at01y Finance. 
Vienna, Virginian: Public Utilities Reports, Inc. , 2006. 

49 Brigham, Eugene F.; Shome, Dilip K.; and Vinson, SteveR. (1985). The Risk Premium Approach to Measuring a 
Utility's Cost of Equity. Financial Atfanagement, Spring, p. 38 

50 Ibid. 
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related to the bond yield spreads which proxy for the incremental risk of investing in 

equities rather than government bonds" / 1 but this conclusion is based solely on data 

from the 36-month petiod ofJanuary 1982 to December 1984. 

Maddox, Pippert, and Sullivan (1995) summarize and confirm the Harris and 

Marston (1992) study. 52 Maddox, Pippert, and Sullivan (1995) analyze the period of 1980 

to 1993, and con film "the existence of a general inverse relationship between interest 

rates and risk premiums over the study period."53 However, Maddox, Pippert, and 

Sullivan state that their results are descriptive of their study period only and add that 

during the study period "any number of events could have had an impact on the relative 

risks of debt and equity. In all likelihood, this relationship will continue to be affected by 

innumerable future events."54 

I was unable to obtain the Morin (2005) and McShane (2005) sh1dies, but their 

study period would have ended approximately I 0 years ago. 

Q. DO THE STUDIES SUPPORT APPLYING THIS ARGUMENT TO A RISK 

PREMIUM THAT IS BASED ON HISTORICAL AUTHORIZED ROE, AS MR. 

HE VERT DOES? 

51 Harris, RobertS. (1986). Using Analysts' Growth Forecasts to Estimate Shareholder Required Rates of Return. 
Financial Afanagemenl, Spring, p. 66. 

52 Maddox, Farris M.; Pippert, Dom1a T.; and Sullivan, Rodney N. (1995). An Empirical Study of the Ex Ante Risk 
Premiums for the Electric Utility Industry. Financial Nfanagement, Autunm, vol. 24, no. 3, pp. 89-95. 

53 Ibid., p. 93. 

54 Ibid., p.94. 
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1 
II A. 

No. None of the studies I reviewed feature risk premiums based on authorized ROE. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

Brigham, Shome, and Vinson (1985) use a DCF method that incorporates the stock prices 

of companies included in the Dow Jones Industrial and Utility averages, as provided by 

Value Line. 55 Harris (1986) 56 and Harris and Marston (1992) 57 use a "market" required 

rate of return calculated by using each dividend paying stock in the S&P 500 Index. 

Maddox, Pippert, and Sullivan (1995) use data such as stock prices, dividends per share, 

and expected growth rates for a sample group of30 electric utilities. 58 

Q. IS MR. REVERT'S ARGUMENT FOR THE INVERSE RELATIONSHIP 

BETWEEN TREASURY YIELDS AND RISK PREMIA CONSISTENT WITH 

WHAT HE HAS DONE ELSEWHERE IN HIS DIRECT TESTIMONY? 

A. No. Mr. Revert makes no such argument in his CAPM analysis even though the CAPM 

is also a bond-yield-plus-risk-premium approach. If Mr. Revert believes this is a valid 

argument, then one would expect him to apply it to the risk premium he uses in his 

CAPM as well. 

55 Brigham, Eugene F.; Shome, Dilip K.; and Vinson, SteveR. (1985). The Risk Premium Approach to Measuring a 
Utility's Cost of Equity. Financial A1anagernent, Spring, p. 36 

56 Harris, RobertS. (1986). Using Analysts' Growth Forecasts to Estimate Shareholder Required Rates of Return. 
Financial Management, Spring, p. 62. 

57 Harris, RobertS. and Marston, Felicia C. (1992). Estimating Shareholder Risk Premia Using Analysts' Growth 
Forecasts. Financial1\lanagement, Summer, p. 65. 

58 Maddox, Farris M.; Pippert, Donna T.; and Sullivan, Rodney N. (1995). An Empirical Study of the Ex Ante Risk 
Premiums for the Electric Utility Industry. Financial Management, Autumn, vol. 24, no. 3, p. 91. 
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1 II Q. 

2 

WHAT IS YOUR RECOMMENDATION REGARDING MR. REVERT'S 

APPLICATION OF THE ARGUMENT FOR THE INVERSE RELATIONSHIP 

3 BETWEEN EQUITY RISK PREMIA AND TREASURY YIELDS? 

4 A. The effects of Mr. Revert's regression analysis should be removed by using the risk 

5 premium that he calculated before conducting his regression analysis (4.43%). 

6 

7 Q. PLEASE PRESENT THE ORIGINAL RESULTS OF MR. REVERT'S BOND-

8 YIELD-PLUS-RISK-PREMIUM APPROACH AND THE RESULTS WITHOUT 

9 THE "LONG TERM PROJECTED" RISK-FREE RATE AND THE EFFECTS OF 

10 HIS REGRESSION ANALYSIS. 

11 A. The following table summarizes Mr. Revert's original results and the results after the two 

12 cmTections discussed earlier: 

Mr. Hevert's Original BYPRP 
Return on Equity Results Corrected Results 

Current 10.16% 7.85% 
Near Term Projected 10.31% 8.50% 
Long Term Projected 10.77% Reject 

13 

14 II SUMMARY OF RECOMMENDED CHANGES TO MR. REVERT'S RESULTS 

15 

16 II Q. PLEASE PRESENT MR. REVERT'S ORIGINAL RESULTS AND THE 

17 II RESULTS OBTAINED BY CORRECTING HIS MODELS. 

18 II A. The following table summarizes Mr. Revert's original results and the results obtained by 

19 II correcting the errors detailed above. As a reminder, no changes to Mr. Revert's original 

20 II proxy group have been made yet: 

21 
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Mr. Hevert's Results 
Mean 

Constant-Growth DCF Mean Low Mean High 
30-Day Average 8.44% 9.56% 10.87% 
90-Dav Avera~e 8.50% 9.62% 10.93% 
180-Day Avera~e 8.61% 9.73% 11.04% 

Multi-Stage DCF 
30-Day Average 9.61% 9.93% 10.36% 
90-Day Average 9.67% 10.00% 10.43% 
180-Day Avera~e 9.80% 10.13% 10.58% 

Value 
Bloomberg Line 

Derived Derived 
Market Market 

Risk Risk 
CAPM Results Premium Premium 

Average Bloomberg Beta Coefficient 
Current 30-Year Treasury (3.42% 11.27% I 10.69% 
Near Term 30-Year Treasury (4.07%) 11.92% I 11.34% I 

Average Value Line Beta Coefficient 
Current 30-Year Treasury (3.42% 11.17% 10.59% 
Near Term 30-Year Treasury (4.07%) 11.82% 11.24% 
Bond Yield Plus Risk Premium Low Mid High 

10.16% 10.31% 10.77% 

Corrected Results 

Mean 
9.56% 
9.62% 
9.73% 

After Dividend 
Payment Timing 
and Payout Ratio 

Correc~ions; 
4.86% Terminal 

Growth Rate 
9.05% 
9.11% 
9.23% 

6.2% Market Risk 
Premium 

8.28% 
8.93% 

8.21% 
8.86% 

Low I High 
7.85% I 8.5o% 

Q. SHOULD ANY FURTHER CHANGES BE MADE TO MR. REVERT'S 

RESULTS? 

A. Yes. As I discussed above, two of the companies in Mr. Revert's proxy group no longer 

meet Mr. Revert's proxy-group criteria. These two companies-Duke Energy and Cleco 

Cmporation-should be removed from the results. As I mentioned earlier, the removal of 

Duke Energy and Cleco Corporation causes a slight increase in Mr. Revert's odginal 

return-on-equity estimates, so their removal should not be controversial. 

Q. HAVE YOU UPDATED MR. REVERT'S RESULTS? 
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1 Yes. In order to compare Mr. Revert's estimates to my own, I have updated the stock 

2 prices so that the most recent date in the estimates concsponds to the most recent date I 

3 used (November 17, 2014) in my direct testimony. In updating the prices, I used Mr. 

4 Revert's prefened 30-Day, 90-Day, and 180-Day averages, calculated exactly as he has 

5 done in his workpapers. Only the dates are different. 

6 

7 II Q. PLEASE PRESENT THE UPDATED RESULTS. 

8 II A. The following table summarizes Mr. Revert's original results and the results obtained 

9 from conecting the errors detailed above, using 4.86% as the tctminal growth rate, 

10 updating the stock prices, and removing Duke Energy and Cicco Corporation from the 

11 proxy group (see Rebuttal Schedule LCS-8 for the DCF calculations; see Rebuttal 

12 Schedule LCS-9 for the CAPM update): 

13 

58 



1 

2 

3 

4 

5 

6 

7 

8 

9 

Rebuttal Testimony of Lance C. Schafer 
Case No. ER-2014-0258 

Mr. Hevert's Results 
Mean 

Constant-Growth DCF Mean Low Mean High 
30-Day Average 8.44% 9.56% 10.87% 
90-Day Average 8.50% 9.62% 10.93% 
180-Day Average 8.61% 9.73% 11.04% 
Multi-Sta~e DCF 
30-Day AveraQe 9.61% 9.93% 10.36% 
90-Day AveraQe 9.67% 10.00% 10.43% 
180-Day Average 9.80% 10.13% 10.58% 

Value 
Bloomberg Line 

Derived Derived 
Market Market 

Risk Risk 
CAPM Results Premium Premium 

Averaae Bloomber Beta Coefficient 
Current 30-Year Treasury (3.42% 11.27% I 10.69% 
Near Term 30-Year Treasury (4.07%) 11.92% I 11.34% 

Average Value Line Beta Coefficient 
Current 30-Year Treasury (3.42% 11.17% 10.59% 
Near Term 30-Year Treasury (4.07%) 11.82% 11.24% 
Bond Yield Plus Risk Premium Low Mid High 

10.16% 10.31% 10.77% 

Corrected Results 
with Updated 
Stock Prices 

and the Exclusion 
of 

Duke and.Cieco 

Mean 
9.37% 
9.53% 
9.56% 

8.84% 
9.00% 
9.03% 

I 
6.2% Market Risk 

Premium 

8.34% 
8.98% 

. 

I 8.33% 
8.98% 

Low I High 
. 7.85% I 8.5o% 

Q. WHAT FINAL RECOMMENDED RETURN ON EQUITY DO THESE 

CORRECTED RESULTS SUGGEST? 

A. In his direct testimony, Mr. Revert recommended a 40 basis-point range, the low estimate 

of which was situated at approximately the midpoint of his highest and lowest estimates. 

The updated low estimate is 8.18% and comes from average result of the bond-yield-

plus-risk-premium approach ((8.50% + 7.85%) I 2). The updated high estimate is 9.56% 

and comes from the constant-growth DCF model. The midpoint of the updated high and 
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low estimates is 8.87% ((8.18 + 9.56%)/ 2). The updated final recommended range would 

be from 8.87% to 9.27%, with the midpoint serving as an updated final recommended 

ROE. 

Based on this, Mr. Revert's updated final recommended ROE would be 9.07%. 

6 II SECTION 4: OPC'S CONCERNS REGARDING MR. GORMAN'S COST-OF-

7 II COMMON-EOUITY ANALYSIS 

8 

9 II MR. GORMAN'S CAPITAL ASSET PRICING MODEL (CAPM) 

10 Q. WHAT CONCERNS DO YOU HAVE ABOUT MR. GORMAN'S CAPM 

11 ANALYSIS? 

12 A. I believe that Mr. Gorman's calculation of a "forward-looking" estimate of the 1isk 

13 premium is umeliable. 

14 

15 Q. HOW DOES MR. GORMAN CALCULATE THE RISK PREMIA HE USES IN 

16 HISCAPM? 

17 A. Mr. Gonnan calculates two risk premia: one based on a long-term historical average, and 

18 a second, "forward-looking" estimate. 

19 

20 Q. HOW DOES MR. GOR\\1AN CALCULATE HIS RISK PREMIA BASED ON A 

21 LONG-TERLW HISTORICAL AVERAGE? 

22 Mr. Gorman's risk premium based on a long-term historical average is calculated by 

23 taking the historical arithmetic average of the total return on the S&P 500 from 1926 to 
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2013, as provided by Morningstar, and subtracting the total return on long-tern1 Treasury 

bonds from the corresponding time period. Since the risk premium input for the CAPM is 

a measure of the excess rch1rn of the broad market over a risk-free rate, it is logical to usc 

corresponding data. In other words, if we want to detern1ine, for example, how much 

more an investor was compensated for investing in stocks versus Treasury bonds in the 

year 1940, we need to look at the market return for 1940 and subtract fl-om that the yield 

on Treasury bonds from 1940. When we want to detern1ine how much more an investor 

was compensated for investing in stocks rather than Treasury bonds over a longer period 

oftimc, we simply calculate each year's excess return and take the average over the 

entire period. This is what Mr. Gorman has done for his long-term historical arithmetic 

average, and, not surprisingly, he obtains the same result (6.2%) as Mr. Murray and I 

obtain from the same calculation. 

Q. WHY DO YOU AND MR. MURRAY ALSO OBTAIN LOWER RISK PREMIA 

ESTIMATES THAN MR. GORMAl'l? 

A. Mr. Murray and I calculate the risk premium using both arithmetic and geometric means 

of the historical returns on large company stocks and long-term government bonds. 

Although I believe ve1y strongly that using both the arithmetic and geometric means 

accounts for the diverse range of opinions on this subject, I am not suggesting that Mr. 

Gorman's long-term historical average risk premium calculation be modified to reflect 

this. 
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Q. HOW DOES MR. GOR.l\'IAN CALCULATE HIS "FORWARD-LOOKING" RISK 

PREMIUM ESTIMATE? 

A. Mr. Gorman's "forward-looking" estimate attempts to incorporate a measure of 

forecasted inflation into the risk premium. To do this, he starts his calculation with the 

historical arithmetic average real market retum from 1926 to 2013 so that he has an 

estimate of the historical retum that does not factor in inflation. He then takes an estimate 

of future inflation and adds it to his historical arithmetic average real retum. 

Next, when Mr. Gorman calculates the excess return over the risk-free rate, he 

uses his estimate of the return on the market, and he subtracts from that estimate his 

fonvard estimate of the risk-free rate. Again, the risk premium used in the CAPM 

measures the excess retum over the risk-free rate, which means the measures of the 

market returns and the risk-free rates should coJTespond to the same time periods. Mr. 

Gorman takes the average real market retum calculated from every year between 1926 

and 2013, adjusts it for expected inflation, and subtracts from that average one estimate 

ofthefitture risk-free rate. 

To continue the example from earlier, it is clearly not appropriate to calculate the 

excess retum of the market over the risk-fi·ee rate for the year 1940 by subtracting an 

estimate of the 2016 risk-free rate from the 1940 retum on the market. However, that is 

what Mr. Gom1an's calculation in part docs-he subtracts a future risk fi·ee rate from an 

estimate of the market rctum that is based on the average real retum on large company 

stocks from 1926 to 2013. Admittedly, when the average historical risk premium is used, 

an analyst is taking an average historical estimate of the risk premium and applying it to a 
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current risk-fi·ee rate. However, Mr. Gorman's method does not properly establish a risk 

premium that can be applied to a current or projected risk-free rate. 

4 II Q. HOW DO THE INPUTS MR. GORMAN USES FOR HIS "FORWARD-

5 LOOKING" ESTIMATE COMPARE TO THOSE HE USES FOR HIS 

6 ESTIMATE BASED ON HISTORICAL DATA? 

7 II A. The following table summarizes the inputs Mr. Gom1an uses for his estimates. I have 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

added the measure of inflation that was implied by the difference between the arithmetic 

average historical reh1m and the arithmetic average real return, since, as Morningstar 

states, "the geometric and arithmetic means are lower by the amount of inflation than 

those of the nominal series":59 

Estimates Used B Mr. Gorman For His Risk-Premia Calculations 
LonQ-Term Historical Average "Forward-Looking" 

Return on the Market I 12.10% I 11.40% 
Inflation 
Risk-Free Rate 
Risk-Premium Result 

3.20% 
5.90% 
6.20% 

2.30o/o 
4.10% 
7.30% 

Mr. Gorman's blending of historical and "forward-looking" estimates has a 

significant impact on his calculated risk premium. The biggest impact comes fi·om the 

risk-free rate input. When Mr. Gorman uses corresponding time periods for the returns on 

the market and long-tem1 government bonds in order to establish the risk premium, his 

result is 6.2%. When he uses time periods that do not COITespond, his result is 7.3%. The 

difference in results is mainly because ofthe large difference between Mr. Gmman's 

59 Ibbotson Associates (Firm), and Morningstar, Inc. Ibbotson SBBI 20I4 Classic Yearbook: Market Resul(s for 
Stocks, Bonds, Bills, and Inflation. Chicago, !l: Morningstar, Inc., 2014. p. 92 
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Q. 

A. 

Q. 

future risk-free rate and the 1926 to 2013 historical average return on long-term 

govemment bonds. These blended estimates do not result in a reliable measure of the 

risk premium. 

IS IT RECOMMENDED PRACTICE FOR A FINANCIAL ANALYST TO USE 

ESTIMATES OF MARKET RETURNS AND RETURNS ON GOVERNMENT 

BONDS FROM TIME PERIODS THAT DO NOT CORRESPOND IN ORDER TO 

CALCULATE A RISK PREMIUM? 

No. For example, Dr. Morin states that when establishing a risk premium, an analyst 

should "first, detetmine the historical spread between the return on debt and the retum on 

equity. Second, add this spread to the current debt yield to derive an estimate of current 

equity return requirements" [emphasis added].60 

ARE TECHNIQUES FOR ESTABLISHING "FORWARD-LOOKING" 

ESTIMATES OF THE RISK PREMIUM DESCRIBED IN FINANCIAL 

LITERATURE? 

Yes. For example, Brigham, Shame, and Vinson (1985) describe how to estimate an ex-

ante market risk premium: 

Here, one estimates the average expected future return on 
equity for a group of stocks, kM, and then subtracts the concurrent 
risk-free rate, Rf, as proxied by the yield to maturity on either 
corporate or Treasury securities: 

RPM=kM-Rf 
Conceptually, this procedure is exactly like the I&S approach 

[the authors are referring to the historical approach based on data 

60 Morin, Roger A. Regulatory Finance. Arlington, Virginia: Public Utilities Reports, Inc., 1994. p. 269. 
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Q. 

A. 

fi'om Ibbotson and Sinquefiehl, now published by Morningstar. Mr. 
Gorman uses this approach for his long-term historical estimate] 
except that one makes direct estimates of future expected retums on 
stocks and bonds rather than assuming investors expect future retums 
to minor past returns. 

The most difficult task, of course, is to obtain a valid estimate 
of krv~, the expected rate of rehtrn on the market. Several shtdies have 
attempted to estimate DCF risk premiums for the utility industry and 
for other stock market indices61 

In the passage above, Brigham, Shome, and Vinson state that forward-looking (ex-ante) 

calculations require forward-looking data-not historical data. Despite this, Mr. Gmman 

has calculated his "forward-looking" estimate by blending historical data with forecasts, 

which renders his risk-premium result unreliable. 

DOES MR. GORMAN ATTEMPT TO SHOW THE REASONABLENESS 

OF HIS ESTIMATES? 

Yes, he does. Mr. Gorman states that he will use the results of Morningstar's 

calculation of the risk premium to show the reasonableness of his own 

estimates.62 Morningstar's risk premium is calculated by taking the total return 

on large company stocks and subtracting the income return on Treasury bonds. 

The difference between this calculation and the calculation Mr. Gmman uses to 

establish his long-term historical arithmetic average risk premium is the measure 

of bond return used: in Mr. Gorman's calculation, he uses the total return on 

61 Brigham, Eugene F.; Shome, Dilip K.; arid Vinson, SteveR. (1985). The Risk Premium Approach to Measuring a 
Utility's Cost of Equity. Financial A:Janagemenl, Spring, p. 35. 

62 See Gommn Direct, p. 36, lines 18-19. 
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Q. 

A. 

Q. 

A. 

long-tem1 government bonds; Morningstar uses the income return on long-term 

government bonds. 

DOES MR. GORMAN EXPRESS APPROVAL OF MORNINGSTAR'S 

USE OF THE INCOME RETURN ON LONG-TERM GOVERNMENT 

BONDS? 

No, he does not. On the subject ofMomingstar's use of the income return on 

long-term govenunent bonds, Mr. Gom1an states: 

Morningstar argues that the income return is the only hue 
risk-free rate associated with Treasury bonds and is the best 
approximation of a truly risk-free rate. I disagree with this assessment 
from Morningstar, because it does not reflect a true investment option 
available to the marketplace and therefore does not produce a 
legitimate estimate of the expected premium of investing in the stock 
market versus that of Treaswy bonds. Nevertheless, I will use 
Momingstar's conclusion to show the reasonableness of my market 
risk premium estimates [emphasis added]. 63 

HOW DOES MR. GORMAN PROVE THE REASONABLENESS OF HIS 

MARKET RISK PREMIUM ESTIMATES BY COMPARING THEM TO A 

RISK PREMIUM ESTIMATE THAT HE BELIEVES IS NOT 

LEGITMATE? 

Mr. Gmman never explains how comparing his estimates to estimates that he 

believes are not legitimate proves their reasonableness. However, the range of 

estimates that Morningstar provides with its calculations, which Mr. Gorman does 

63 See Gom1an Direct, p. 36, lines 13-19. 
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not approve of, is from6.1% to 7.0%.64 Mr. Gmman's two estimates of the 

market risk premium are 6.2% (based on historical data) and 7.3% (the "forward-

looking" estimate). It would appear that Mr. Gorman is implying that his 

"forward-looking" estimate is not unreasonably high when compared to 

Momingstar's "illegitimate" estimates. 

Q. WHAT IS YOUR RECOMMENDATION CONCERNING THE RESULTS 

OF MR. GORMAN'S CAPM ANALYSIS? 

A. I believe the results he obtained by using his "forward-looking" risk premium 

should be discarded. 

Q. PLEASE PRESENT MR. GORMAN'S ORIGINAL CAPM RESULTS AND THE 

CORRECTED RESULTS OBTAINED BY REMOVING THE EFFECTS OF HIS 

"FORWARD-LOOKING" RISK PREMIUM. 

A. The following table summarizes Mr. Gorman's original CAPM results and the conectcd 

results. Mr. Gmman reports them in his testimony under the mbrics "High Market Risk 

Premium" and "Low Market Risk Premium"65 I am repmting them here by the 

conesponding name of the technique he uses to avoid confusion: 

61 /bid., p.36, lines 20-24 and p. 37, lines I-ll. 

65 See Gorman Direct Schedule MPG-16. 
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Mr. Gorman's Original CAPM 
Results 

CAPM Result 

CAPM Recommendation 

"Forward-Looking" 
Market Risk 

Premium 
Result 
9.66% 

9.24% 

Historical 
Market Risk 

Premium 
Result 
8.82% 

Corrected Results 

Historical 
Market Risk 

Premium 
Result 
8.82% 

8.82% 

3 II MR. GORMAN'S ROUNDING OF HIS RESULTS 

4 

5 Q. WHAT CONCERNS DO YOU HAVE ABOUT THE WAY MR. GORl"'AN 

6 ROUNDS THE RESULTS OF HIS FINANCIAL MODELS? 

7 A. Mr. Gorman rounds two of his results, which he then uses to dete1mine his final 

8 recommended ROE.66 I believe that an analyst should calculate final results based on 

9 unroundcd numbers if the rounding produces material differences, as I believe it does in 

10 this instance. 

11 

12 Q. WHAT EFFECT DOES MR. GORMAN'S ROUNDING HAVE ON HIS FINAL 

13 RECOMMENDED ROE? 

14 A. Mr. Gorman's final ROE recommendation is "approximately the midpoint" of his high 

15 and low estimates, so I will calculate the unrounded final result accordingly. The 

16 following table presents his original results and final recommendation along with the 

17 unrounded results: 

66 See Gonnan Direct p. 26, lines 6-7; and p. 32, line 11. 
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Mr. Gorman's Original Return on 
Common Equity Unrounded 

Results Results 
DCF 9.00% 8.95% 
Risk Premium 9.60% 9.58% 
CAPM 9.24% 9.24% 

Final Recommendation 
(midpoint of the high and low 9.30% 9.27% 
estimates) 

As can be seen, three basis points of Mr. Gorman's final recommendation are 

attributable solely to his decision to round the results of his DCF and Risk Premium 

approaches before calculating his final recommended ROE. 

Also of note, Mr. Gorman's DCF result of8.95% is already the highest estimate 

he obtains from his DCF analyses. Adding 5 more basis points due to rounding places his 

DCF result above the range of results he calculated. 

Q. ARE THREE BASIS POINTS IN MR. GORMAN'S FINAL ROE 

RECOMMENDATION SIGNIFICANT? 

A. Yes. One basis point of the common-equity component of Ameren's capital structure 

represents $393,889 ($3,938,890,562 * .0001). Three basis points, therefore, represent 

$1,181,667 ($3,938,890,562 * .0003). 

I am certainly not opposed to rounding in general. For example, the amounts 

above are rounded to the nearest dollar. However, when a simple rounding choice has an 

impact on the final result measured in the millions of dollars, I question its utility. 
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1 II Q. WHAT IS YOUR RECOMMENDATION CONCERNING MR. GORMAN'S USE 

2 II OF ROUNDING? 

3 II A. Mr. Gorman's unroundcd results should be used to calculate the final recommended 

4 II ROE. 

5 

6 II Q. PLEASE PRESENT MR. GORMAN'S ORIGINAL RESULTS AND THE 

7 II CORRECTED RESULTS. 

8 II A. The following table summarizes Mr. Gorman's original results and the corrected results 

9 II calculated with both the unrounded estimates and the discussed correction to the CAPM: 

Unrounded 
Mr. Gorman's Original Return on Results, 

Common Equity Corrected 
Results CAPM 

DCF 9.00% 8.95% 
Risk Premium 9.60% 9.58% 
CAPM 9.24% 8.82% 
Final Recommendation 
(midpoint of the high and low 9.30% 9.20% 
estimates) 

10 

11 II SECTION 5: OPC'S CONCERNS REGARDING MR. MURRAY'S COST-OF-

12 II COMl'\'ION-EQillTY ANALYSIS 

13 

14 II MR. MURRAY'S CALCULATION OF HIS FINAL RECOMMENDED RETURN ON 

15 II COMMON EQUITY 

16 

17 II Q. WHAT CONCERNS DO YOU HAVE REGARDING MR. MURRAY'S 

18 II CALCULATION OF HIS FINAL RECOMMENDATION? 
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1 r· First, I believe Mr. Murray's calculation needs to be adjusted for a difference in scale 

2 between the numbers he uses. Second, his final recommendation relies on an adjustment 

3 that I do not accept. 

4 

5 Q. PLEASE DESCRIBE THE DIFFERENCE IN SCALE THAT YOU BELIEVE 

6 EXISTS BETWEEN MR. MURRAY'S CALCULATED ROE AND TH~ 

7 AUTHORIZED RETURNS. 

8 A. In his direct testimony, Mr. Murray recommends a 50-basis-point decrease relative to the 

9 2012 authorized ROE. This decrease is based on the 50-basis-point decrease that 

10 occun·ed between the results of his 2012 and 2014 analyses. However, 50 basis points do 

11 not have the same weight relative to the result of his 2012 models (8.5% midpoint) as 

12 they do relative to 9.75% (the figure he uses as the midpoint of the 2012 Commission-

13 approved range 67
). 

14 

15 Q. PLEASE EXPLAIN. 

16 Mr. Munay's calculated cost-of-common-equity results dropped from a midpoint 

17 of8.5% in2012 to a midpoint of8.0% in 2014. This 50-basis-point drop amounts to a 

18 5.88% decrease. However, when he proposes that the same 50 basis points be subtracted 

19 from 9.75%, he is in fact proposing a decrease in authmizcd ROE of only 5.13%. The 

20 following chmi shows the percent value of 50 basis points in relation to the relevant 2012 

21 estimates: 

67 See Murray Direct, p. 11, lines 2-3. 
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1 

2 

3 II Q. 

4 

s II A. 

The Impact of 50 Basis Points Relative to Mr. 
Murray's 2012 Calculated Midpoint and 9.75% 

6.oo%, 5.HW/O--------------
5.80% -t!-----1 

5.60% 

5.40% -j,------1 

5.20% -j,-----

5.00% -!,------1 

11.3U% 

4.GO% 

Relative to 8.5% Relative to 9.75% 

WHAT ADJUSTMENT SHOULD BE MADE TO ACCOUNT FOR THE 

DIFFERENCE IN SCALE THAT YOU HAVE IDENTIFIED? 

I believe that the 9.75% figure should not be decreased by 50 basis points, but rather by 

6 II the percent decrease that occurr-ed between Mr. Munay' s 2012 and 2014 results. ln this 

7 II way, the application of Mr. Murray's technique will avoid the en-or of scale. 

8 II Using an Equal5.88% decrease means that a 50-basis-point decrease of Mr. 

9 II Murray's calculated midpoint is equivalent to a 57-basis-point decrease of9.75%. The 

10 II following chart shows the impact of an equal5.88% decrease in relation to the relevant 

11 II 2012 figures: 
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Q. 

A. 

The Impact of an Equal 5.88% Decrease Relative 
to Mr. Murray's 2012 Calculated Midpoint and 

9.75% 

0.5 8% -- .., • - ~~"'------

0.56% j 

o.s4% I 
0.52% -A-=-G-AO n I 
0.50% 

0.48% 

0.46% "'-----_j 
Relative to 8.5% relative to 9.75% 

HOW DOES MR. MURRAY'S FINAL RECOMMENDED ROE CHANGE BASED 

ON THIS ADJUSTMENT? 

Mr. Munay's unaltered final recommended ROE is 9.25%. Decreasing 9.75% by 5.88% 

rather than by 50 basis points results in a final recommended ROE of 9.18%. Therefore, 

this adjustment decreases Mr. Munay's recommendation by 7 basis points. 

9 II Q. HOW DID MR. MURRAY CALCULATE HIS FINAL RECOMMENDATION? 

10 r· Mr. Munay proposes a 50-basis-point adjustment to the 2012 authorized ROE rather than 

recommending the result of his financial calculations. 68 Mr. Murray calculates this 11 

12 

13 

adjustment as the difference in the results of his 2012 and 2014 financial models. 

68 Mr. Murray uses 9.75% as the appropriate 2012 authorized ROE figure, presumably because it is the midpoint of 
what he identifies as the Commission-approved range from the previous case. See Murray Direct, p. 11, lines 2-3. 
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1 II Q. WHY DID MR. MURRAY FEEL THE NEED TO BASE HIS FINAL 

2 

3 

4 A. 

5 

6 

7 

8 IIQ. 

9 r· 
10 

11 
12 
13 
14 
15 
16 
17 
18 

19 

20 

21 

22 Q. 
23 

RECOMMMENDATION ON THIS ADJUSTMENT RATHER THAN 

RECOMMENDING THE RESULT OF HIS CALCULATIONS? 

Mr. Murray states that "because there appears to be some concern in setting an allowed 

retum on equity based on a reasonable estimate of the cost of equity, Staff recommends 

the Commission set the allowed ROE at 9.25% in this case."69 

WHAT "CONCERN" IS MR. MURRAY REFERRING TO? 

In his direct testimony, Mr. Murray summarizes the rationale for his proposed adjustment 

as follows: 

Being that the main issue the Commission had with Staff's 
cost of equity estimate in the last rate case was that it was just too 
low, which was primarily driven by Staff's use of a lower perpetual 
growth rate, the Commission should focus on the relative change in 
Staff's cost of equity estimate compared to 2012 rather than the 
absolute estimate. 70 

Mr. Murray seems to be concerned that since in 2012 the Commission found the result of 

his financial models too low (midpoint of 8.5%), it is possible that the Commission will 

also find the result of his 2014 financial models too low (midpoint of 8% ). 

DO YOU BELIEVE MR. MURRAY'S FINAL RECOM\\1ENDATION SHOULD 

BE ACCEPTED? 

69 See Murray Direct, p. 46, lines 21-23. 

70 See Murray Direct, p. 21, lines 25-29. 
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A. No, I do not. The adjustment Mr. Murray proposes is not financial in nature, but rather 

based on the "concern" described above. Basing a financial adjustment on the concern 

that results are ')ust too low," or for that matter ')ust too high," does not provide the rigor 

required to recommend a reliable result. 

The difference between Mr. Murray's final recommended ROE and the midpoint 

of the results of his financial calculations is 125 basis points (9.25%- 8.00% = 1.25%).71 

Based on the common-equity component of Ameren's capital structure, 125 basis points 

are worth $49,236,132 ($3,938,890,562 * .0125) in revenue requirement.72 Essentially, 

Mr. Munay is recommending a revenue-requirement increase of $49,236,132 from the 

midpoint of the results of his financial calculations based on the "concern". I believe an 

adjustment of this magnitude should be based on more quantifiable infmmation. 

However, if the Commission decides that this is a valid adjustment, I propose that 

the result based on the change in calculation that I described earlier be adopted. 

15 II SECTION 6: SUMMARY OF CORRECTED RESULTS 

16 

17 

18 

19 

Q. PLEASE PRESENT THE ORIGINAL RESULTS OF THE OTHER THREE 

RATE-OF-RETURN WITNESS IN THIS CASE AND THE RESULTS OF YOUR 

PROPOSED CORRECTIONS. 

71 Had Mr. Murray recouunendcd the top of his range, the difference would be 85 basis points (9.25%- 8.4% ~ 
.85%). Had he recommended the bottom of his range, the difference would be 165 basis points (9.25%- 7.60% ~ 
1.65%). 

72 Had Mr. Murray recommended the top of his range, the 85-basis-point adjustment would be worth $33,480,570 
($3,938,890,562 * .0085). Had he recommended the bottom of his range, the 165-basis-point adjustment would be 
worth $64,991,694 ($3,938,890,562 * .0165). 
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A. The following table summarizes my analysis of Mr. Revert's results: 

Mr. Hevert 

Original Results 
Mean 

Constant-Growth DCF Mean Low Mean High 

30-Day Average 8.44% 9.56% 10.87% 

90-Day Average 8.50% 9.62% 10.93% 

180-Dav Averaqe 8.61% 9.73% 11.04% 

Multi-Stage DCF 

30-Dav Averaqe 9.61% 9.93% 10.36% 

90-Day Average 9.67% 10.00% 10.43% 

180-Dav Average 9.80% 10.13% 10.58% 

Bloomberg Value 
Line 

Derived Derived 
Market Market 

Risk Risk 
CAPM Results 

Premium Premium 

Average Bloomberg Beta Coefficient 

Current 30-Year Treasury (3.42%) 11.27% 10.69% 

Near Term 30-Year Treasury (4.07%) 11.92% 11.34% 

Average Value Line Beta Coefficient 

Current 30-Year Treasurv (3.42%) 11.17% 10.59% 

Near Term 30-Year Treasury (4.07%) 11.82% 11.24% 

Bond Yield Plus Risk Premium Low Mid High 

10.16% 10.31% 10.77% 

Final Recommendation 10.40% 

. 

. 

The following table summarizes my analysis of Mr. Gorman's results: 

76 

Corrected 
Results 

with Updated 
Stock Prices 

and the 
Exclusion of 

Duke and Cleco 

Mean 

9.37% 

9.53% 

9.56% 

8.84% 

9.00% 

9.03% 

6.2% 
Market Risk 

Premium 

8.34% 

8.98% 

8.33% 

8.98% 

Low High 

7.85% 8.50% 

9.07% 
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DCF 
Risk Premium 
CAPM 
Final Recommendation 
(midpoint of the high and low 
estimates) 

Mr. Gorman 

Original Return on Common Equity 
Results 
9.00% 
9.60% 
9.24% 

9.30% 

Unrounded 
Results, 

Corrected 
CAPM 
8.95% 
9.58% 
8.82% 

9.20% 

The following table summarizes my analysis of Mr. Murray's results, assuming the 

results are accepted: 

Mr. Murray 

After 
Accounting for 

Original Return on Common Equity a difference in 
Result scale 

Final Recommendation 9.25% 9.18% 

Q. HOW DO THESE CORRECTED RESULTS COMPARE TO THE RESULTS 

YOU PRESENTED IN YOUR DIRECT TESTIMONY? 

The final recommendations based on the changes I have outlined in this rebuttal 

testimony all fall within the top half of the range I recommended during my direct 

testimony (8.74% to 9.22%). 

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 

A. Yes, it does. 
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$261 $2.7J 

"" $3.7-1 
$2.52 <>M 

"'' [00] 

&rc!0/27 6!30/2a 
SJJ1 
$3.12 
~10 
$1.76 
$1.76 
$2.33 
$2.13 
$&65 

"'' "" $4.11 
$1.65 
$261 

"" $2.52 

$97.67 
$97.87 
$143.00 

"'" """ $51.72 
$104.84 
$181.42 
$S9.6-5 

"'" $11026 
$52.11 
$63.77 
$85.41 
~67.02 
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Ex-Anta Market Risk Premium 
t.-'.arket DCF Method Based- Bloombefg 

1 
S&P 500 Current SO.. Year 

Esl Requlrnd Treasury (30-4ly tmpfed Market 
Market Return <ri&f!!l;l&) R<s-~ Premi..tm 

13.44% 3.4Z"" 10.02"'1. 

9 [I OJ 
Marl<et Estimated Long-Term We)ghted 

Com~nz TICker Ca2:la~atOO We~intnOOx O:iidend Y~e\1 GrcMih Est. DCF Resu, DCF Resu't MC Weighted Growth 

AG!LENT TECW.'OLOG~ES INC A 18,984.00 0.10% 0.93% 10.15'/o 11.12% o.o114r, 0.0104% 
ALCOA~ M 15,95U8 0.09'1. 0.88% 1067% 11.60% 0.0100% 0.0091% 
APPLE h''C MPL 545,254.17 2.96% 2.01% \2.29'/o 14.43'Y. 0.4264% 0.3633% 
AB!ME 11\'C ABBV 86.388.31 0.47% 3.06% 4.10% 7.23% 0.0338% .0.0192% 
,IJ.'ERISOURCEBERGEN CORP ABC 16,526 (f6 0.09% 1.29% 10.88% 1224% 0.0110% 0.0098% 
ABBOTT LABORATORIES ABT &0,091.56 0.33-% 2.20'% 11.41% 13.74'!. 0.0448% 0.0372';<. 
ACE LTD ACE 35.022.89 0.19'11 2.45% 10.00% 12.58% 0.0239% 0.0100% 
ACCENTURE Pi. C-CL A ACN 54,829.32 0.30% 2.27% 10.38% 12.77% 0.0380% 0.0308% 
ACT AVIS PLC ACT 36,002.44 0.20% 0.00% 11.33}', 11.33% 0.0227% 0.0227% 
ADOBE SYSTEMS 1!\'C ACB> 32,123.52 0.17% 0.00% 15.70% 15.70% 0.0273% 0.0273% 
ANALOG DEVICES ~''C ACI 16,454.94 0.09% 2.7ij% 10.88% 13.79'1. 0.0123% 0.0097'1. 
ARCHER-OANIELS-MIDL.AI\'0 CO ADM 29,411.74 0.16% 1.00% 7.80% 9.86% O.Q\57% 0.0124% 
AVTOMATIC DATA PROCESSING ADP 38,413.91 0.2l'fo 2.32% 9.84% 12.28% 0.0256% 0.0205% 
ALLIANCi: DATA SYSTEMS CORP ADS 13,879.95 0.08% 0.00% 14.60% 14.60% 0.0110¥.. 0.0110% 
AUTODESK INC ACSK 11,913.07 0.06% O.OO'h 12.03% 12.03% 0.0078% 0.0078% 
ADT CORPfTHE ACT 5,610.71 0.03% 2.18% 6.83% 8.87% 0.0027% 0.0020% 
A.\'EREN CORPORATI0.\1 A>O 9,547.88 0.05% 4.14% '·""" 11.59"-i:. 0.0080% 0.0038% 
A.','ER:cAN ELECTRIC POWER A>P 26,039 23 0.14% 3.82% 5.68% 9.59% 0.0135% 0.0000% 
AESCORP A>S 10,227.21 O.OM', 1.38% 8.00% 9.43% 0.0052% 0.0044% 
A.ETt-:A t.\:C ACT 27,716.37 0.15'1. 1.14% 11.22% 12.42'1. 0.0187'1. 0.0169% 
AFLAC ~''C AFl 27,807.24 0.15% 2.46% 10.24~ 12.82"' 0.0193% 0.0154% 
AlLERGAN 11\'C AGN 49,828 83 0.27'1. 0.12% 17.24% 17.37% 0.0469% 0.0400% 
A'lERiCAN INTERNATIO.'tAL GROUP PJG 78,220.31 0.42'1. 0.94% 12.40% 13.3.9"' 0.0568% 0.0526% 
APARTMENT INVT & MGMT CO -A AN 4.599.22 0.02% 3.34% 7.12% 10.57'1. 0.0026% 0.0018% 
ASSURANT INC '"' 4,858 08 0.03% 1.58% 3.07% 4.67% 0.0012',1, 0.0008% 
AKA1.W TECHh'QLOGIES INC M<AI.1 9,672.58 0.05% O.OOJ; 15.83% 15.83% 0.0083% 0.0083% 
AlLSTATE CORP All 25,284.32 0.14% 1.87% 8.72% 10.67% 0.0148% 0.0119% 
ALLEGION PlC Am 5,057.17 0.03% 0.52% 17.60% 18.17% 0.0050% O.QO-\.S% 
ALTERACORP ALTR 10,378.18 0.06';!1, 1.78% 11.19% 13.06% 0.0073% 0.0063% 
Al.EXION PHARI.'ACBJTICALS L''C A!)(N 32,897.51 0.18';1, 0.00'/, 24.58% 24.58% 0.0438% 0.0438>'. 
APFt.IED MATERIALS 11\'C }.MAT 24,579.33 0.13% 1.97% 24.95% 27.16% 0.0382% 0.033C/o 
A'!.ETEK 11-.'C M<E 13,020.65 O.Q7Y. 0.47% 15.00% 15.51% 0.0109% 0.0106% 
AII.GEN 11\'C N.IGN 87,806.94 0.48% 2.10% 7.87% 10.05% 0.0478% 0.0374% 
AVERIPRISE FINANCIAL INC AMP 21,382.33 0.12% 2.03% 13.00% 15.16% 0.0176% 0.0151% 
AI.-'ER!CAN TOWER CORP AMT 35,470.69 0.19% 1.49% 23.25% 24.91% 0.0479% 0.0447% 
A'.':AZON.COM lh'C f.},1ZN 143,82532 0.78% 0.00% 38.38% 38.38% 0.2992% 0 2992% 
AUTONA.TlON U.'C AN 6,825.79 0.04';(, 0.00% 12.77% 12.77% 0.0047% 0.0047'1. 
AONPLC A<>' 26,666.75 0.14% 0.96% 12.01% 13.02% 0.0188% 0.0174% 
APACHE CORP APA 35,955.46 0.19% 1.02% 6.56% 7.62% 0.0148% 0.0128% 
ANADARKO PETROLEUM CORP Af'O 51,949.87 028, 0.71% 1823% 19.00% 0.0535% 0.0513% 
A!R PRODUCTS & CHEt .. lCAlS b''C APO 25,466.69 0.14';:'. 2.47% 8.48¥.. 11.05% 0.0153% 0.0117% 
NlPHEt-.'Ol CORP-CL A APH 15,053.84 0.08% 0.79% 9.127> 9.94% 0.0001% 0.0074% 
AIRGAS 11\'C ARG 7,SS8.98 0.04% 209. 13.21% 15.45% 0.0066% 0.0057% 
AlLEGHENY TECHNOLOOIES INC ATI 4,459.10 0.02% 1.75% 20.65% 22.58% 0.0055% 0.0050% 
AVALONBAY COMMUNITIES II,'C AVB 18,383.76 0.10% 3.27% '""' 12.10% 0.0121% 0.0007% 
AVAGO TECHNOLOGIES L TO AVGO 17,555.51 0.10% 1.50% 15.33% 18.%% 0.0162?1. 0.0147% 
AVON PRODUCTS 11,'C AVP 6,:208.24 0.03% 1.74% 10.32% 12.16% 0.0041% 0.0035% 
AVERY DENNISON CORP AW 4,828.89 0.03% 2.39% 10.80% 13.32% 0.0035% 0.0028% 
N.'ER!CAN EXPRESS CO AXP 96,862.38 0.53% 1.09"% 10.78% 11.93% 0.0626% 0.0588% 
AUTOZONE II\'C AZO 17,692.87 0.10% 0.00% 12.50% 12.50% 0.0120% 0.0120% 
BOEING COfTHE BA 00,627.61 0.53% 2.16% 10.60% 12.68'):', o.owa'll. 0.0567% 
BAt.K OF AI,IERK:A CORP BAC 159,207.09 0.88% 0$9"\i, 8 50% 9.42% 0.0813% 0.0734% 
BAXTER INTEffiilAT!ON.AL !NC BAX 40,374.86 0.22% 2.72'% 10.00% 12.86% 0.0281% 0.0219% 
BED BATH & BEYOND 11-.'C BBBY 12,414.3.9 0.07% 0.00,., 11.27% 11.27% 0.0076% 0.0078% 
BB&TCORP SBT 27,245.39 0.15% 2.51% 10.23% 12.87')';, 0.0100% 0.0151% 
BEST BUY CO INC 88Y 9,837.33 0.05% 2.47';f, 10.90% 13.507> 0.0071% 0.0057% 
CRBARD 11-.'C OCR 11,279.18 0.06% 0.60% 1092% 11.55% 0.0071% 0.0067% 
BECTON DICKINSON A.ND CO sox 22,740.11 0.12% 1.84% 9.60% 11.53% 0.0142% 0.0118% 
FRANKLIN RESOURCES 11\'C "" 34,654.74 0.19% 0.87% 13.84'r, 14.77'Yo 0.0277% 0.0260% 
BROWN-Foru.•AN CORP-CLASS B '"' 19,651.99 0.11% 1.19% 9.60% 10.84% 0.0115% 0.0102% 
BAKER HUGHES 11\'C SHI 30.745.10 0.17% 0.87% 19.58% 20.53% 0.0342% 0.0328% 
BIOGEN IDEC lh'C 8118 7,5,754.50 0.41% 0.00% 20.01% 20.01% 0.0822% 0.0822% 
BAt.K OF NEW YORK MELLON CORP SK 39,41129 0.21% 1.91% 11.15% 13.17% 0.02a1% 0.0238% 
BlACKROCK 11-.'C SLK 52,095.16 0.28% 2.54% 12.77';!0 15.47% 0.0437% 0.0361% 
BA!.LCORP SLL 8,414.89 0.05% 0.88% 9.97%' 10.00% 0.0050% 0.0045% 
BEMIS COMPNN BMS 4,176.34 O.OZ;<; 2.61% 7.20% 9.00% 0.0022% 0.0016% 
BRlSTOL-!.IYERS SQUIBB CO BMY 82,427.94 0.45% 2.89% 12.80% 15.88% 0.0709% 0.0572% 
BROADCOM CORP-0.. A BRCM 18,102.16 0.10% 1.50'h 10.59% 12.17'1. 0.0119% 0.0104% 
BERKSHIRE HATHAWAY lNC-CL B BRXiB 316,118.88 1.71% 0.00'1> 320% "'' 0.0548% 0.0548% 
BOSTON SCIENTIFIC CORP BSX 16.969.93 0.09% 0.00% 9.00% 9.00% 0.0083% 0.0083% 
PEABODY ENERGY CORP BTU 4,384.52 O.OZ?', 2.15% 12.00% 14.28:4 0.0034% 0.0029lf. 
BORGWARNER 1!\'C BWA 14,378.06 0.08% 0.58% 12.64% 13.26% 0.0103% 0.0098}', 
BOSTON PROPERTIES INC BXP 18,458.99 0.10% 2.93% 528% 827% 0.0083% 0.0053% 
CfTIGROU? INC c 144,508.15 0.78,., 0.08% 11.04"' 11.12% 0.0871% 0.0884% 
CAII\'C CA 12,707.97 OW% 3.49% 5.17% 8.74% 0.0000% 0.0036o;r> 
CONAGRA FOODS 1:\'C CAG 13,603.23 0.07% 3.13% 10.00% 13.29% 0.0098% 0.0074% 
CARDINAL HEALTH INC CAH 24,028.42 0.13:::. 1.73% 11.00% 12.82% 0.0167% 0.0143% 
CA\IERON ~'fTERNATIONAL CORP CAM 13,057.83 0.07% 0.00% 17.50% 17.50% 0.0124% 0.0124% 
CATERPillAR 11-.'C CAT 83,815.43 0.35% 2.41% 9.48% 12.01% 0.0415% 0.0328% 
CHJBBCORP ce 22,654.08 0.12% 2.15% 8.42% 10.66% 0.0131% 0.0103Y, 
CBRE GROUP .,'C- A COG 9.007.85 0.05% 0.00% 12.30"/, 12.30% 0.00€8% 0.0066% 
CBS CORP-clASS B NON VOTING CBS 34,306.13 0.19% 0.88% 15.83% 16.76% 0.0312% 0.0294% 
COCA-COlA ENTERPRISES CCC 11,475.16 0.06% 2.15% 10.11% 12.37% 0.0077'1. 0.0003% 
CRO'o'm CASTLE JNTL CORP CCI 25,612.12 0.14% 2.13% 18.00% 20.32% 0.0282% 0.0250% 
CARNfVN.. CORP ca 31,180.39 0.17% 2.49% 16.92% 19.83% 0.03:3'2''1. 0.0288% 
CELGENE CORP CELG 81,275.79 0.33% 0.00% 25.73% 25.73% 0.0854% 0.0854% 
CERNERCORP CERN 18.55925 0.10% 0.00% 17.51% 17.51 '1. 0.0176% 0.0176% 
Cf INDUSTRIES HOLD!!-.'GS 11-.'C CF 12,669.98 0.07% 1.84% 5.58% 7.26% 0.0050% 0.0036% 
CAREfUSION CORP CFN 8,899.91 0.05% 0.00\4 11.50% 11.50% 0.0055% 0.0055% 
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' 8 9 [10] 
Mart.et Estimated Long-Term \'(e.1Jhted 

Coowanz Tder ea2::ta!~t'oo w~~!nde;o; O.'vidend Yoe-:d Grov.th Esl DCf Resu't DCF Resul MC Weighted Growth 

CHESAPEAKE ENERGY CORP <>« 19,133.60 0.10% 1.21% 19.17% 20.49% 0.0213% 0.0199% 
C.H ROBINSON WORLDWlOE tr;.'C CHRW 8,885 02 0.05% 2.40% 12.86\<o 15.41% 0.0074% 0.0062% 
ClG~<ACORP Cl 24,119.48 0.13% 0.04% 10.40% t0.44'Y. 0.0137% 0.0136'1. 
CII\'C~\'NATI FINAI\'CIAL CORP C~'>F 8.015.71 NIA 3.53% NA NIA NIA NIA 
COLGATE.PAU.~Ol!VE CO Cl 62,612.43 0.34% 2.12% 9.29% 11.50% 0.03907'. 0.0315% 
CLOROX COMPANY ClX 11,52399 0.00'1. 3.14% 7.45% 10.70% 0.0067% 0.0047% 
COJ.\ER:CA INC CUA SJ\4.89 0.05% 1.64% 9.13% 10.84% 0.0051% 0.0043% 
COMCAST CORP.cLASS A CMCSA 135,548.22 0.73\t', 1.72% 11.40'% 13.22% 0.0971% 0.0838% 
CUE GROUP INC CME 24,177.18 0.13% 4.53% 13.92% 18.87% 0.0247% 0.0182:% 
CHIPOnE MEXlCAN GRJLL ~'.'C CI.~G 17,005.21 0.09% 0.00% 21.14% 21.14% 0.0195% 0.0195% 
eu~.o.•.•-•"s 11\'C Cl,9 28,121.78 0.15% 1.73% 13.29% 15.13% 0.0231% 0.0203% 
CMS EI.'ERGY CORP c"s 8,017.33 0.04% 3.63% 5.68% 9.41% 0.0041% 0.0025% 
CENTERPOINT Et-.'ERGY INC Cl>' 10,305_53 0.06\4 3.94% 4.97% 9.00% 0.0051% 0.0028'1. 
CONSOl ENERGY lh'C CNX 10,155_02 0.06% 0.6-Sl(. 11.10% 11.82% 0.0065% 0.0061% 
CA?1TALONE FINAh'C!AL CORP COF 45,091.95 0.24'1. 1.46% 6.65% 8.16'Yo 0.0199% 0.0162% 
CABOT OIL & GAS CORP COG 15,12261 0.08\4 0.22% 30.00% 30.25% 0.0248% 0.0246% 
COACH INC COH 11,161.56 0.06% 3.32% 9.03% 12.50% 0.0076')1, 0.005-5% 
ROCK'.'o'ELL COLLINS INC COL 10,709_88 0.06% 1.57% 9 20'% 10.84% 0.0063'Y:. 0.0053)<. 
COI\'OCOPHILLIPS C<lf' 9.8, 142.77 0.53% 3.507> 7.50\4 11.13';1', 0.0592% 0.03.99:::. 
COST CO WHOLESALE CORP COST 51,034.59 0.28)<. 1.13% 10.87% 12.06% 0.0334% 0.0301% 
COVlt)[EN PLC cov 32,963_54 0.18% 1.75% 9.&3% 11.46';!', 0.0205% 0.0172% 
CAMPBELL SOUP CO CPB 14,400.97 o.oa?> 2.70% 4.77% 7.53% 0.0059% 0.0037% 
SALESFORCE.COM INC CRM 32,314.82 0.15% 0.001', 27.40% 27.40% 0.0480% 0.0480% 
COMPUTER SCIEh'CES CORP = 9,110_88 0_05% 1.42% 11.33% 12.83% 0.0003% 0.0056% 
CISCO SYSTEMS lr--.'C csco 126,12Q.62 0.68% 2.92% 10.21% 13.28% 0.0908% 0.0698% 
CSXCORP csx 29,52826 0.16% 2.15% 12.66% 14.95% 0.0239;<. 0.0203% 
CINTASCORP CTAS 7,466 36 0.04% 1.22% 10.96% 1225% 0.0050% 0.0044% 
CENTUR'\'1.!1.,/K INC crt 21.575.36 0.12'{, 5.73% 1.36% 7.13% O_QOS3% 0.0016% 
COGNIZANT TECH SOLUTIONS-A CTSH 29,576_95 0.16% 0.00'1. 16.92% 16.92% 0.0271% 0.0271% 
CITRIX SYSTEMS lNC CTXS 10,154.61 0.06% 0.00% 12.73% 12.73% 0.0070% 0.0070% 
CABLEVlS!ON SYSTEMS-NY GRP-A OIC 4,71422 0.03% 3.29% 0.24% 3.53% 0.0009% 0.0001% 
CVS ORE MARK CORP cvs 91.574.10 0.50% 1.28% 13.93% 15.30% 0.0759% 0.0692% 
CHEVRON CORP cvx 233,750.83 1.27% 3.39% 4.59% 8.06% 0.1021% 0.0562% 
DOMh'f:ON RESOURCES lNCNA 0 40.107.70 0.221> 3.<18';1, 6.08% 9.66% 0.0211Yh 0.0132Y. 
DELTA AIR Uh'ES 11-.'C OAL 33,840.76 0.18% 0.78'!. 9.53% 10.34% 0.0100% 0.0175% 
DUPONT (E.l.) DE NEMOURS DO 63,650.70 0.35% 2.74% 7.83% 10.68% 0.0368% 0.0270'1. 
DEERE&CO DE 33,167.00 0.18% 2.26% 6.58% 8.92% 0.0160'1. 0.0118,.., 
DISCOVER FlNANC!AL SERVICES OFS 27,570.77 0.15% 1.53% 11.67% 13.29% 0.0199% 0.0174% 
DOLLAR GENERAL CORP DG 16,670.35 0.09'% 0.00% 14.13% 14.13% 0.0128% 0.0128'!. 
QUEST DIAGh'OSTICS 11-.'C DGX 8.6-5322 0.05'1:. 2.19% 10.60'1, 1200;!. 0.0061% 0.0050'!. 
DR HORTON INC 001 7,702.41 0.04% 0.57% 11.28% 11.88'!. 0.0050'!. 0.0047% 
DANAHER CORP ""' 54,864.32 0.30% 0.42% 11.03% 11.<18% 0.0341% 0.0328% 
WALT DISNEY COfTHE DIS 145.49222 0.79% 1.02';1, 11.37% 12.45% 0.0%2% 0.0897% 
DISCOVERY COl.'iWJNICA TlONS·A rnsCA 26,317.89 0.14% O.OOY. 19.03,.,. 19.03% 0.0272% 0.0272% 
DELF'I-U At!TOMOTIVE PlC DU'H 20,971.05 0.11% 1.44\4 14.61% 16.15% 0.0184% 0.0166% 
DOllAR TREE INC DLTR 10,%7.41 0_06'/, O.OOY. 16.26% 16.26% 0.0097% 0.0097% 
DUN & BRADSTREET CORP ~'" 3,821.91 0.02l'l. 1.69% 9.55% 11.32'1> 0.0023'1. 0.0020% 
DENBURY RESOURCES lh'C ~'~ 5,939.% 0.03% 1.23% 10.80% 12.10% 0.003-9% 0.0035% 
OW.\Oto'O OFFSHORE DRJlllh'G DO 7,002_36 0.04% 6.86% 20.00% 27.55% 0.0105% 0.0076% 
DOVER CORP OOV 14,514.51 0.08% 1.77% 13.15% 15.04% 0.0118'1. 0.0103',1, 
DOW CHEMICAl. COfTHE DOW 62.75552 0.34% 2.66% 7.30% 10.05% 0.0342% 0.0248% 
DR PEPPER SNAPPLE GROUP INC DPS 11,330.00 0.06% 2.82% 6.69% 9.60% 0.0059% 0.0041'1:. 
DARDEN RESTAURANTS lh'C ORI 6,612.32 0.04% 4.39% 7.99% 12.55% 0.0045% 0.0029% 
DTE ENERGY COMPNN OlE 13.474.70 0.07% 3.55% 5.49% 9.14% 0.0067% 0.0040% 
D!RECTV OTV 41,53-529 0_23'/, 0.00% 7.47% 7.47% 0.0168% 0.0168',1, 
001(£ ENERGY CORP DUK 50,270.44 027% 4.45% 4.58% 9.13% 0.0249% 0.0125% 
DAVIT A HEALTHCARE P.ARTNERS I OVA 15.120.38 0.08% 0.00% 12.73'1. 12.73% 0.0104% 0.0104% 
DEVON ENERGY CORPORATION OVN 30,14381 0.16'i. 1.24% 1.55% 2.50% 0.0046% 0.0025% 
ELECTRONIC .ARTS INC EA 1t,Q..I9.76 0.06% 3.56% 14.50% 1832% 0.0110% 0.0007% 
EBAY!NC EBAY &4,292_29 '"' 0.00% 13.84% 13.84% 0.0482% 0.0482% 
ECOLAB lt-.'C ECL 32,778.76 0.16% 1.01% 12.68% 13.75% 0.0244'1. 0.0225% 
CONSOUOATED EDISON lto'C ED 16.112.11 0.09% 4.56% 3.~% 8.46% 0.0074% 0.0033% 
EQUIFAX INC EFX 8,638.46 0.05% 1.39% 11.95% 13.43% 0.0063% 0.0056% 
EDISON INTERNATIONAL EIX 17,!l65 23 0.10% 2.61% 3.68% 6.34% 0.0062% 0.0036% 
ESTEE LAUOER CO. ... PAWES--GL A " 29,330.02 0.16% 1.01% 11.74% 12.81% 0.0204% 0.0187\4 
EMCCORPiMA EMC 54,376.28 0.29'!. 1.62% 11.76;.> 13.47% 0.0397'{, 0.0347% 
EASTI.'AN CHEMICAL CO Elm 13,260.37 0.07% 1.59% 7.93% 9.58% 0.0069% 0.0057% 
EI.'ERSON ELECTRIC CO EIIR 48,827.38 025% 2.57% 9_26¥. 11.95% 0.0303% 0.0235% 
EOG RESOURCES lh'C EOG 57,82Q.32 0.31% 0.46¥> 12.00% 12.49% 0.0391% 0.0376% 
EQUITY RES/DENTW. EQR 22,322.35 0.12'% 3.24% 7.77% 11.14% 0.0135% O.Q09-.t% 
EQTCORP EQT 16.219.15 0.09Y. 0.12% 30.00% 30.14% 0.0265% 0.0264% 
EXPRESS SCRIPTS HOLD!r--.'G CO ESRX 55,287.76 0.300fo 0.00% 14.53% 14.53% 0_().135% 0,().135% 
ESSEX PROPERTY TRUST II,'C ESS 11.312.46 0.06% 2.74% 7.54% 10.37% 0.0064% 0.004-6% 
ENSCO PLC-Cl. A ESV 12,304.66 0.07% 5.46% 26.34% 32.52ll:. 0.0217% 0.0176% 
E'TRADE FlN.M'CW. CORP ETFC 5,877.41 0.03% 0.00% 40.00% 40.00'% 0.0127% 0.0127% 
EATON CORP PLC Em 35,128.02 0.19% 2.6-5% 11.68% 14.49% 0.0276% 0.02:22% 
ENTERGY CORP ETR 13,528.97 0.07% 4.41% 0.13% 4.54% 0.0033% 0.0001% 
EDWARDS llFESClENCES CORP e.v 6,566.10 0.05% 0.00% 13.69% 13.69% 0.0064% 0.0064% 
EXELOHCORP EXC 31,628.71 0.17% 3.37% 5.42% 8.88% 0.0152% 0.0093% 
ExPEDtTORS INTL WASH INC EXPO 8,982.51 0.05% 1.49% 9.48% 11.05% 0.0054% 0.0046% 
ExPEDtA INC EXP< 9,554.87 0.05'1. 0.82'!'> 19.00% 19.00% 0 0103% 0.0098% 
FORO MOTOR CO F 65.000.01 0.35% 2.88% 9.78% 12.80'1. 0.0451% 0.0345% 
FASTHW.CO FAST 14,451.16 0.08% 2.08% 16.50% 18.76% 0.0147% 0.0129% 
FACESOOK~A FB 162.449.78 0.58% 0.00% 31.80% 31.&:1% 02800% 0.2800% 
FREEPORT -MCMORAN COPPER FCX 35.368.20 0.19% 3.67% 16.34% 20.31% 0.0369% 0.0313% 
FA.I,tlY DOLLAR STORES FOO 6,670.16 0.04% 1.00% 7.18'¥0 9.15% 0.0033% 0.0026% 
FEDEXCORP FOX 42,601.64 023% 0.42% 14.10'1. 14.55% 0.0336% 0.0328% 
FIRSTEt.'ERGY CORP FE 14,201.31 0.08% 4.28% 5.00% 9.36% 0.0072% 0.0038% 
F5 NEW/ORKS i,"'C FF!V 6,219_99 0.04'1, 0.00% 15.41% 15.41% 0.006S% 0.00697. 
FIDELITY NATIO.'-W.. ~'-lForu,•ATIO FIS 15.58-422 0.08% 1.74% 12.1n% 14.47% 0.0122% {1.0107% 
FISERVINC FISV 14,981.10 0.08% 0.00% 10.00% 10.00% 0.0089% 0.0089;.;. 
FIFTH THIRD BANCORP FlTB 17,597.11 0.100:'. 2.46% 17.47% 20.14% 0.0192% 0.0167% 
FLIR SYSTEMS l.'.'C FUR 4,944.05 0.03% 1.22% 15.00% 1631% 0_1)()44% OJ)Q..IO% 
FlUOR CORP F<R 11.948.38 0.06% 1.03% 12.68'1. 13.78% 0.0089% 0.0082% 
FLOWSERVE CORP FLS 10,12687 0.05% O.SS% 14.71% 15.62% 0.0086% 0.0001% 
FMC CORP FMC 10,194.92 0.06% 0.74% 10.00% 10.78% 0.0060% 0.0055% 
FOSS!L GROUP lr--.'C FOSL 5,606 54 0.03% 0.00% 14.23% 14.23% 0.0043% 0.0043% 
TWENTY-FIRST CENTURY FOX·A FOXA &1,040.16 0.43'!. 0.71% 11.60% 12.36% 0.0536'{, 0.0503'1. 
FOREST LABORATORlES INC FRX 25,836.49 0.14% 0.00% 44.25% 44.28% 0.0620'1. 0_062Q% 
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FIRST SOlAR INC 
FMC TECH.'-:OLOG~S 1!\'C 
FRONTIER CQW,HJ, .. !CATIONS CORP 
AGL RESOURCES I~K: 
GANNETT CO 
GENERAL 0Yl'W,1!CS CORP 
GENERAL ELECTRIC CO 
GENERAL GROWTH PROPERTIES 
GAAHAM HOlJ~NGS CO-CLASS B 
GilEAD SC!El'.'CES lh'C 
GENERAL MILLS II.'C 
CORNING INC 
GENERAL MOTORS CO 
KEURJG GREEN MOUNTNN INC 
GAMESTOf> CORP-GLASS A 
GENWORTH H'·IANC!AL 11-.'CCL A 
GOOGLE INC-CL C 
GOOGLE INc-a. A 
GENUINE PARTS CO 
GAP ll\'CITHE 
GARMIN LTD 
GOLD),W4 SACHS GROUP INC 
GOODYEAR TIRE & RUBBER CO 
WIN GRAINGER 11\'C 
HALLIBURTON CO 
HARMAN INTERNATIONAl 
HASBRO ll'.'C 
HUNTil\'GTON BANCSHARES 11-.'C 
HUD$0,".1 CfTY aM 'CORP INC 
HEM..THCAREREfT INC 
HCH'C 
HOME DEPOT ~'.'C 
HESS CORP 
HARTFORD FINAI\'OAl SVCS GRP 
1-tA.RLEY-OAVJOSON f.\,'C 
HONEYWElllNTER.~TIO,'lAL INC 
STARWOOO HOTELS & RESORTS 
HEWERJCH & PAYNE 
HEVILETT-PACKARD CO 
H&R BLOCK INC 
HORMEL FOODS CORP 
HARRIS CORP 
HOSPIRA INC 
HOST HOTELS & RESORTS 11-.'C 
HERSHEY COITHE 
HU,'.w.IA L'-'C 
IUTL BUSINESS P.'ACHI!'.'ES CORP 
ltiTERCONTlNENTN..EXCHAh'GE GRO 
um FlAVORS & FRAGRANCES 
INTL GAME TECHI>'OLOGY 
INTEL CORP 
INTUIT 1:-.'C 
INTERNAT10N.A.L PAPER CO 
IUfERf>U8LIC GROUP OF COS ~'\'C 
INGERSOll-RAND PLC 
IRON MOUNTAIN INC 
INTUITiVE SURGK:AL ~'\'C 
IlLINOIS TOOL WORKS 
UNESCO lTD 
JASIL CIRCUIT ~'C 
JOI-I.'~SON CONTROLS ll\'C 
JACOBS ENG!l·IEERlNG GROUP lh'C 
JOH.\ISON & JOHNSON 
JUNIPER NETWORKS INC 
JOY GLOBAL lh'C 
JPMORGAN CHASE & CO 
NORDSTROM 11-.'C 
KELLOGG CO 
KEY CORP 
K>l.ICO REAlTY CORP 
KLA-TENCOR CORPORA liON 
K>lJBERl Y-Cl.flRK CORP 
K\~R MORGAN b\.'C 
CARI,IAX INC 
COCA=<A COfTHE 
t.tCHAEL KORS HOlO!NGS l TO 
KROGER CO 
KRAFT FOODS GROUP INC 
KOHLS CORP 
KANSAS CITY SOUTHERN 
LOEWSCORP 
LBRANDS INC 
LEGGETT & PLA.TT IJI.'C 
LEI-.~'l.A.R CORP-A 
lABORATORYCRP OF AMERHLOOS 
L-3 COMMUNICATIONS HOLDlNGS 
LINEAR TECH\'OLOOY CORP 
EULilLY&CO 
LEGG "'ASON h'\'C 
LOCKHEED M~RH'l CORP 
lii-.'COLN NATIONAL CORP 
LORlLLARD INC 
LOWE'S COS INC 
LA•,l RESEARCH CORP 
LEUCADIA NATIONAL CORP 
SOUTHWEST A!RLIIIES CO 
L YONDELLBASELL ~"'OU-CL A 
1.\ACY'S .\.'C 
MASTERCARD INC-CtASS A 

n:.ker 

FSLR 
FTI 
FTR 
GAS 
Gel 
GO 
GE 

GG!' 
GHC 
GILD 
GIS 

GLW 
GM 

GMCR 
GME 
GNW 

GOO<l 
GDOGL 

GPC 
GPS 

GRMN 
GS 
GT 

&.VW 
HAL 
HAA 
HAS 

HBAN 
OCBK 
HCN 
HCP 
HO 

HES 
HIG 

HOG 
HON 
HOT 
HP 

HP<l 
HRB 
HRL 
HRS 
HSP 
HST 
HSY 
HUM 
IBM 
K:E 
IFF 
K3T 

INTC 
INTU 

IF' 

"" "' ""' ISRG 
ITW 
rvz 
JBL 
JCI 
JEC 
JNJ 

JNPR 
JOY 
JPM 
JWN 

K 
KEY 
KIM 

KLAC 
KMB 
KMJ 
KMX 
KO 

KORS 
KR 

KRFT 
KSS 
KSU 

L 
LB 

LEG 
LEN 
LH 
LLL 

LLTC 
LLY 
LM 

LMT 
"'C 
LO 

LOW 
LRCX 
LUK 
LW 
LYB 
M 

MA 

Marl<.et 
Ca£:.lal'zation 

6.165.70 
13,554_83 
5,80321 
6,365.99 
6,3{)2_56 

40,4%.71 
268,643.82 

21,059 34 
5,010.71 

124,712.74 
33,754 06 
27,870 54 
55,456.58 
18,353 37 
4,337.33 
8.431.81 

381,679.49 
381,281.60 

13.260.65 
18,42223 
12,257.84 
74,170.~ 

6,551.67 
17,680.48 
54.589.78 

7,152 50 
6,970.88 
7,67344 
5,16-SW 

19,314.11 
19,129.75 

109,723 94 
28.68722 
15.581.84 
15,556_36 
72,947.65 
15.331.00 
11,8-..0{135 
63,486.55 

8,166.19 
12,990.96 
8.227.08 
8,218.48 

16,705.61 
21,677.55 
19,264.45 

186,606.14 
22,616.82 
8,06884 
3.099.85 

135,998_96 
22,509.39 
20,632.72 
8,10027 

16,145.58 
5,977.50 

14,199.37 
3S,772S3 
15,879.30 
3.825.56 

32,118.68 
7,2f53.77 

287.040.46 
11,56821 
5.7'12.79 

210,316.49 
12,910.48 
24.766.91 
12,091_39 
9,410.81 

10,664.98 
42,S3252 
~.321.78 

9,7f53_90 
119,806_93 

19,281.18 
24,326.07 
35,396.67 
11,353.87 
11,862.14 
16,669.73 
16,701.30 
4,703.37 
8,159.42 
8,698.78 

10,448.76 
10.919.36 
67,010.34 

5,704_60 
51,938.76 
12,64927 
22,539.02 
41,963.99 
10,058.57 
9,453.71 

18,29925 
52,502.79 
22,100.74 
90.711.04 

We~fnlndex 

0.03% 
0.07'.4 
0.03'i'. 
0.03% 
0.03% 
0_221', 
1.46% 
0.11'.4 

N/A 
0.86% 
0-18% 
0.15'4 
0_30;'~ 

0.10% 
0.02'--!, 
0.05% 
2_07% 
2.07'.4 
0.07% 
0.10% 
0.07% 
0.40% 
0.04% 
0.10% 
0.30% 
0.04% 
0.04% 
0.04% 

N/A 
0.11Y.f. 
0.10% 
0.5-9% 
0.16% 
0.08% 
0.08% 
0.40% 
0.08% 
0.06';1. 
0_34% 
0.04% 
0.07'!. 
0.04% 
0.04% 
0.09>1 
0.12% 
O.IIY.f. 
1.01'ro 
0.12% 
0.04% 
0.02% 
0.74% 
0.12% 
0.11% 
0.04% 
0.09% 
0.03% 
0.08,. 
0_20% 
0.09;', 
0.02% 
0.17% 
0.04% 
1.56% 
0.06% 
0.03% 
1.14% 
O.Q7;f, 

0.13% 
0.07% 
0.05% 
0.06% 
023% 
0.19% 
0.05% 
0.97% 
0.10% 
0.13% 
0.19% 
0.06% 
0.06% 

f>I'A 
0.09% 
0.03% 
0.04% 
0.05% 
0.06% 
0.06% 
0_3$% 
0.03% 
0_28% 
0.07% 
0.12% 
026'!. 
0.05% 

N/A 
0.10'Yo 
0.28% 
0.12% 
0.49'!. 

Estimated 
DMdend Yield 

0.00% 
0.00% 
6.91% 
3.6-3% 
3.17% 
2.10o/, 
3.37% 
2_50% 
0.00% 
0.00'1. 
2.79% 
1.97% 
3.13'1. 
0.89% 
3.49?':. 
0.00% 
0.00% 
0.00% 
2.63% 
2_04% 
3.21% 
1.42% 
0.78% 
1.57% 
0.8-9% 
1.14% 
3.18% 
2.33% 
1.1>-l-% 
5.03% 
5.22% 
2.35% 
1.11% 
1.86% 
1.55% 
1.95% 
1.74% 
2.10% 
1.82% 
2.69% 
1.62% 
2. 18'1> 
0.00% 
2.86% 
1.99% 
0.92% 
2.16% 
1.S3% 
1.6a% 
3.40% 
3.33% 
0.94% 
3.00% 
1.52% 
1.66% 
3.86% 
0.00% 
2.01% 
271% 
1.72% 
1.00% 
0.00% 
2.76% 
0.30% 
1.23% 
285% 
1.90% 
2.70% 
1.80% 
3.97% 
274% 
2.96% 
5.16% 
O.OO'fo 
298% 
0.00% 
1.44% 
3.61% 
286% 
0.99% 
0.58% 
4.13% 
3S<% 
0.34% 
0.00'!. 
1.91% 
228% 
3.27% 
1.32% 
3.36% 
1.~% 

3.95% 
1.63% 
0.08% 
0.00% 
0.65% 
248% 
1.9S% 
0.58% 

Long-Term 
Gro~tth Esl 

1.82% 
18.43% 
9.4-5% 
5.53% 
8.S3% 
7.10% 
9.30'1. 
8.42% 

NA 
25.27% 
8.02% 
11.86% 
16.83% 
16.40% 
12_26% 
5.00'1. 
18.59% 
1859% 
6 99',1, 
12.47'1. 
4_50',1, 
7.60% 
9.02'1. 
13 06% 
16.50% 
14.90% 
10.95% 
6.86'1. 

NA 
5.93% 
3.02% 
15.82% 
7.71% 
9.00% 
11.95% 
10.22% 
9.9S% 
8.50% 
3.67% 
11.00% 
9.80% 
3.00% 
11.21% 
10.72% 
9.S3% 
9.67% 
9.56% 
18.71';', 
8.30% 
13.00% 
6.00% 
14.22% 
620% 
927% 
1325% 
17.47% 
5.11% 
15.90% 
13.12% 
11.00'1. 
14.25% 
12.78% 
7.31% 
10.63% 
15.00% 
5.14% 
10.78% 
6.87% 
S20% 
4_51% 
9.02% 
8.80% 

20.95% 
13.71% 
7.09% 

24.50% 
10.16% 
9.52% 
8.15% 
15.77% 

NA 
11.63% 
15.00'1> 
7.55% 
9.16% 
393% 
10.08% 
4.25% 
14.91% 
7.52'1. 
10.£0% 
10.30% 
15.85% 
34.4-5% 

NA 
15.06% 
6.50'1. 
9.26% 
17.40'1. 

DCF ReM 

1.82% 
18.4-37'> 
16.68% 
9.27% 
11.63% 
9.27% 
12.83% 
11.02% 

WA 
25_27% 
10.92;', 
13.9S% 
20_22:'/, 
17.36% 
15.96% 
5.00% 
18.59'1. 
18.59% 
9.71% 
14.63% 
7.78% 
9.07% 
9.84% 
14.73% 
17.46% 
16.13% 
14.31% 
9.26% 

WA 
11.11% 
8.32% 
18.36% 
8.86% 
10.95% 
13.59% 
1227% 
11.00% 
10.69% 
5.52% 
13.83% 
11.49% 
5.21% 
1121% 
13.54% 
11.4-2% 
10.63% 
11.82% 
20.16'1. 
10.05% 
16.62% 
9.43'1. 
1522% 
9.30% 
10.65% 
15.02% 
21.66% 
5.11% 
19.08% 
16.01% 
12.82% 
16.1871. 
12.78% 
10.11% 
10.95'/o 
16.32% 
8.07'/o 
12-19% 
9.66% 
7.05% 
8.57% 
11.88% 
11.89% 
26.85% 
13.71% 
10.18'1. 
24.50% 
11.68% 
13.30% 
11.12% 
16.83Y, 

WA 
15.99% 
18.80% 
7.91% 
9.16% 
5.87'/o 
12.47% 
7.59'1. 
16.32% 
11.01% 
12.01% 
14.45% 
17.61% 
34.54% 

WA 
15.76'{, 
9.06'1. 
11.33% 
18.03% 

Weighted 
DCF Resu't 

0_()()()6% 
0.0136% 
0.0052% 
0.0032% 
0_00¥;'/, 

0.0204% 
0.1868% 
0.0126% 

WA 
0.170871. 
0.0200% 
0.0211% 
0.0008% 
0.0173?'. 
0.0038% 
0.0023% 
0.38461'. 
0.3842% 
0.0070% 
0.0146% 
0.0052% 
0.0385% 
0.0035% 
0.0141% 
0.0517% 
0.0063% 
0.0054% 
0.0039% 

WA 
0.0116'!. 
0.0088% 
0.1092% 
0.0138% 
0.0092% 
0.0115% 
0.~65% 

0.0098% 
0.0069% 
0.0190% 
0.0061% 
0.0081% 
0.0023% 
0.0050\fo 
0.0123';ti, 
0.0134% 
0.0111% 
0.1196% 
0.0247% 
0.0044% 
0.0028% 
0.0695% 
0.0188% 
0.0104% 
0.0048% 
0.0131% 
0.0070% 
0.0039'!. 
0.0380% 
0.0138'!1. 
0.0027% 
0.0282% 
0.0050% 
0.1583% 
0.006-9% 
0.0051% 
0.0919% 
0.0089% 
0.0130% 
0.0046% 
0.0044% 
0.0070% 
0.0273% 
0.04%% 
0.0073% 
0.09927'> 
0.0256% 
0.0154% 
0.0255% 
0.0068% 
0.0108% 

f>I'A 
0.0145% 
0.0048% 
0.0035% 
0.0043% 
O.OOSJ% 
0-0074% 
0.0276% 
0.0050% 
0.0310% 
0.0082% 
0.0176% 
0.0458% 
0.0186% 

WA 
0.0156% 
0.0256'1. 
0.0138% 
0.0888% 

[10] 

MC Weighted Growth 

0.0006% 
0.0138% 
0.0030% 
0.0019% 
0.0028% 
0.0158% 
0.1354% 
0.0096% 

N'A 
0.1108% 
0.0147% 
0.0119% 
0.0506% 
0.0163% 
0.0029"% 
0.00230-'o 
0.3846% 
0.3842% 
0.0050% 
0.0124% 
0.0030% 
0.0306% 
0.0032% 
0.0125% 
0.0488Y, 
0.0058'1. 
0.0041% 
o_OQ29% 

WA 
0.0062% 
0.0031'% 
0.0941% 
0.0120'1. 
0.0076% 
0.0101% 
0.0404% 
0.0083% 
0.0055% 
0.0126% 
0.00491'. 
0.{)069-'/i, 
0.0013% 
0.0050% 
0.0097% 
0.0110% 
0.0101% 
0.0967% 
0.0229% 
0.0036lf. 
0.0022% 
0.~42% 

0.0173% 
0.0069% 
0.0041% 
O.D116% 
0.0057% 
0.0039% 
0.0337% 
0.0113% 
0.0023% 
0.0248% 
0.0050% 
0.1137% 
0.0067'% 
0.0047% 
0.0586% 
0.0075% 
0.0092% 
0.0034% 
0.0023% 
00053% 
0.0202'1. 
0.03.."0% 
0.0073'1. 
0.0691% 
0.0256% 
0.0134% 
0.0163% 
0.0050% 
0.0101% 

WA 
0.0105% 
0.0038% 
0.0033% 
0.0043% 
0.0022% 
0.0060% 
0.0154% 
0.0046% 
0.0212% 
0.0073% 
0.0126% 
0.0412% 
0.0188% 

WA 
0.0149% 
0.0165% 
O.OIJ1% 
0.0856% 
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[10] 
Market Estimated loog-Term Weighted 

com~nz: Td<M Ca~tal'zatio<l We,'ght In Index Divldend Y~e:d Gra"th Est DCF Result DCF Resul MC Weighted Growth 

I.IACERJCH CO/THE w,c 9,291.33 0.05% 3.81'!. 5.64% 9.56% 0.0048% 0.002S;f, 
MARRIOTT INTERNATIONAL ·CL A MAR 18,040.18 0.10% 1.17% 10.50% 11.73% 0.0115% 0.0103% 
I.'ASCOCORP ''AS 7,618.67 0.04% 1.46% 11.80% 13.34% 0.0055% 0.0049% 
),'ATTEL INC t.\AT 13,173.15 0.07% 3.92% 927% 13.37% 0.0095% 0.006&% 
MCDONALD'S CORP MCO 100,255.16 0.54% 3.26% 8.52?. 11.92% 0.0648% 0.0463% 
M.'CROCH'P TECHI'.'OLOGY lt.'C MCHP 9,533.86 0.05% 2.96% 11.15% 14.27% 0.0074% 0.0058% 
MCKESSON CORP MCK 43,726.58 0.24% 0.49% 13.72% 14.24% 0.033a% 0.0325% 
MOODYS CORP MCO 18,279.90 0.10% 1.31% 13.50% 14.90% 0.0148% 0.0134% 
MO.'IDElEZ INTERNATIONAL INC-A "DLZ 63,632.00 0.34% 1.54'!. 12.15% 13.79% 0.0-\76% 0 .. 0419% 
MEDTRONlC INC ~·or 61,079.73 0.33% 1.99% 7.39% 9.45% 0.0313% 0.0245% 
1.\ETUFE INC MET 57,325.66 0.31% 2.53% 12.23% 14.91% 0.0463% 0.0380% 
MCGRAW Hill FINAt.'C\AL 11--.'C MHFI 22,257.79 0.12% 1..47% 12.50% 14.06% 0.0170\1, 0.0151% 
MOHA~'fr< INDUSTRIES INC '"" 9,879.98 0.05% 0.00% 9.00% 9.00% 0.0048% 0.0048% 
I.'.EAD JOHNSON NUTRITION CO I. UN 18,081.95 0.10"'- 1 .. 68% 9.90% 11.6-6% 0.0114% 0.0097% 
MCCORMICK & C0-1-.'0N VTG SHRS Ml<C 9,540.09 0.05% 2 .. 03% 7.80% 9.91% 0.0051% 0.0040% 
MARSH & MCLEWW'-1 COS ~·-·.~ 27,628.46 0.15% 2.13% 13.50% 15.78% 0.0236% 0.0202% 
3,1,1CO """'·~·.1 93,:267.39 051'!. 2..40% 11.67% 14.21% 0,0718% 0.0590% 
MONSTER BEVERAGE CORP I..'NST 11,591.13-3 0.06% 0.00% 16.33% 16.33% 0.0103% 0.0103% 
A!. TRIA GROUP 11\'C ~.~a 82,557.32 0.45% 4.82% 6.48% 11.46% 0.0513% 0.0290% 
MONSANTO CO MON 63,870.21 0.35"'- 1 .. 38% 13.50% 14.97% 0.0518% 0.0467% 
MOSAIC CO/THE MOS 19,179.19 0.10% 2 .. 02% 10.77% 12.13-9% 0.0134'1. 0.0112% 
t,~.,~~MTHO.'I PETROLEUM CORP ''PC 25.800.88 0.14'/, 1.89% 11.09% 13.08% 0.0113-3% 0.0155'1. 
MERCK & CO. 11-.'C I!Rl< 169,088.69 0.92'1. 3.04% 4.64% 7.75% 0.0710% 0.0425% 
MARATHO.'-IO!l CORP "'"' 24,785.01 0.13;.', 2 .. 10% 8.52% 10.70% 0.0144'1. 0.0114% 
MORGAN STM'LEY MS 60.634 .. 15 0.33% 1.()6% 13.59% 14.72% 0.0485% 0.0448% 
M1CROSOFT CORP I.ISFT 338,181.27 1.83% 2..60% 8.46% 11.17% 0..2048% 0.1551% 
MOTOROlA SOlUTIQ,"'S lt.'C '~' 17,138.69 0.09% 1.00% 5.10% 7.05% 0.0065% 0.0047% 
M & T BM"r< CORP /.ITB 15,958.78 0.09lf. 2..31% 6.42% 8.80% 0.0076% 0.0056% 
MiCRON TECHNOLOGY 11-.'C MU 30,602.15 0.17% 0.007; 11.00% 11.00% 0.0182% 0.0182% 
MURPHY Oil CORP MUR 11.066.48 0.06% 2..08% 11.50'/, 13.70% 0.0082% 0.006!f% 
MEAOWESTVACO CORP t.fNV 6.811.!,>6 0 .. 04% 3 56',1, 7.95% 11.65% 0.0043"'- 0.0029% 
MYL.AN 11\'C MYL 18,626.77 0.10% 0.00% 10.12')!, 10.12% 0 .. 0102'/, 0.0102% 
NAVlENT CORP IV. VI 6,679.28 NIA 380% NA WA WA NIA 
NOBLE ENERGY 11\'C ''"' 25,9%.54 0.14'1. 0.89% 15.99% 16.95% 0 .. 0239')1', 0.0225% 
NABORS 11-.00STRJES L TO NBR 7,801.% 0.04% 0.54% 23 .. 11% 23.71% 0.0100% 0.0093% 
NASDAQ OMX GROUPfTHE t-.UAQ 6,468.41 0.04% 1.53% 11.17% 12.78% 0.0045% 0.0039';1; 
t-.'06lE CORP PLC NE 7,998.16 0.04% 4.66% 12.50';1; 17.45% 0.0076% 0 .. 0054% 
NEXTERA ENERGY INC NEE 42,460.51 0.23% 2.95% 6.45% 9.50% 0 .. 0219'{, 0.0148% 
NEi'IMO}IT MINlNG CORP ItEM 11,411.33 0.06% 1.31% -2.53% -1.24% -0.0008% -0 .. 0016% 
NETFllX !h'C NFLX 25,047.91 0.14':4 0.00% 40.06% 40.06"'- 0.0544% 0.0544% 
NEi'IFIELD EXPlORATIOt'l CO NFX 4,973.70 0.03% O.OO'rio 9 .. 00% 9.00% 0.0024% 0.0024% 
NISO\JRCE lt,'C " 11.766.95 0.06% 2.74% 5.45% 8.:26% 0.0053"'- 0.0035% 
NJ<E 11\'C -CL B """ 67,537.66 0.37% 1.20% 12.73% 14.00% 0.0512'rio 0.0466% 
NIELSEN NV NlSN 18,286.45 0.10';1; 1.77'/0 15.00% 16.9{)% 0.0168% 0.0149% 
NORTHROP GRUI.'NAN CORP t~OC :26.028.14 0 .. 14% 2.10% 6.19% 8.36% O.ot 18¥.. 0.0087% 
NATlONAL OIL WELL VAACO INC I.XlV 35,126.15 0.19% 1.85% 9 .. 16% 11..10% 0.0211% 0.0174% 
NRG ENERGY l.''C URG 12,01926 0 .. 07% 1.50% 33.60% 35.35% 0.0230% 0.0219% 
NORFOlK SOUTHERN CORP NSC 31,196.84 0.17% 2.15% 12.66% 15.15% 0.0256'% 0.0217% 
NETAPP 11-.'C NTAP 12,250.50 0.07% 1 .. 78% 13.00% 14.89% 0.0099% O.ooe&ll. 
NORTHERN TRUST CORP NTRS 14,283.46 0 .. 08% 2.15% 13.22% 15.51% 0.0120% 0.0102% 
1\'0RTHEAST UTiliTIES "" 14,345.73 0.08% 3.46% 6.70% 10.28% 0.()()8()>1 0.0052'% 
NUCORCORP IRJE \6,123.9Q 0.09% 2 .. 92% 1328% 16.39% 0.0143\1, O.otl6% 
NVIOIACCRP INDA 10.601.36 0.06% 1.79'1, 10.15% 12.04% 0.0069% 0.0056% 
NEWEll RUBSER),WO INC NWL 8,101.78 0.04% 22" 9.66% 11.99% 0.0053% 0.0042'1, 
NEWS CORP- CLASS A 1-.WSA 9,784.31 0.05% 0.00% -1.30% -1.30% -0.0007% -0.0007% 
OWENS-Illlt.'O!S INC 01 5,485.41 0.03% 0.00% 9.10% 9.10% 0.0027% 0.0027% 
ONEOK lh'C OKE 13,405.45 0.07% 3.54% 20.55% 24.45% 0.0178% 0.0149% 
OI .. NiCOM GROUP 0!.~ 18.368.06 0.10% 2..37% 837% 10.84% 0.0108% 0.0083% 
ORACLE CORP ORCL 187,362.39 1.02% 1.14% 9.88% 11.07% 0 .. 1124% 0 .. 1003% 
O'REILLY AUTOMOTIVE lh'C ORLY 15,694.32 0.09'/o 0.00% 15 .. 50% 15.50% 0.0132% 0.0132% 
OCCIDENTAL PETROlEUM CORP OXY 78,317.87 0.42% 2 .. 82% 5.60'1, 8.50% 0.0381% 0.0238% 
PAYCHEXINC PAYX 14,9-53 31 0.08% 3.33% 9.02% 12.51% 0.0101% 0.0073% 
PEOPt..E'S UNITED FINANCW. PBCT 4,457.01 0.02% .4.58% 13 .. 19% 18.07% 0.0044% O.Oroz-;4 
PITNEY !}0\'/ES INC PBI 5.5M.95 0.03% 2.71% 13.00% 1589% 0.0048% 0.0039% 
PACCARit.'C PCAR 22,473.63 0.12% 2.55% 11.00% 13.69% 0.0167% 0.0134% 
PG&ECORP PCG 21,316.37 0.12% 3.99% 5.75% 9.85% 0.0114% 0.0066% 
PLUM CREEK Tll,'.SER CO PCL 7,987.05 004% 3.92% 7.40'1. 11.46% 0.0050% 0.0032% 
PRICHINE GROUP 11-.'CITHE PCLN 67,041.63 0.36% 0.00% 21.90% 21..90% o .. 07%r. 0.07%% 
PRECISION CASTPARTS CORP PCP 36,622 .. 15 0.20% 0.05% 12 .. 07% 12.12% 0.0241% 0.0240% 
PATTERSON COS 11\'C POCO 4,06-9.59 0.02'1, 2.15% 9.50% 11.75% 0.0026% 0.0021% 
PUBLIC SERVICE ENTERPRISE GP PEG 19,710.97 0 .. 11% 3.80"1> 5.20% 9.10% 0.0097% 0.0056% 
PEPSICO t.''C PEP 133,912 .. 91 0.73% 2.66% 7.25% 10.21% 0.0741% 0.0526'% 
PETS.•,1ART INC PETI.I 5,701.52 0.03% 1.44% 12.25% 13.78% 0.0043% 0 .. 0038% 
PFIZER 11-.'C PFE 188,731..90 1.02¥. 3.51% 1.97% 5.51% 0.0564% 0.0201% 
PRJ}.'C!PAL FlNAt.'CIAL GROUP PFG 13,761.19 0 .. 07% 2.64% 11.50% 1429;:. 0.0107% 0.0086% 
PROCTER & GA.'.'SLE COfTHE PG 218,614.53 1.18% 3.04% 8.66% 11 .. 83\io 0.1401% 0.1026% 
PROGRESSIVE CORP PGR 14,817.91 0.08% 3.55% 826% 11.95% 0.0096% 0.1)()66% 
PARKER HANNI FIN CORP PH 18,85129 0.10% 1.46% 9.92,.., 11.45% 0.0116% 0.0100% 
PULTEGROUP lh'C PHM 7,406.43 0.04% 1.10% 7 .. 90% 9.05% 0.0036% 0.0032% 
PERKJI-.'EU.IER 11\'C '" 5,091.50 0.03% 0.62% 12.22% 12.88% 0.0030% 0.0034% 
PROLQGI.S INC PLO 20.742.05 0.11% 3.16% 5.03% 826% 0.0093% 0.0056% 
PALL CORP I'LL 9,302.40 0.05% 1.25% 10.84% 12.16% 0.0061% 0 .. 0055% 
PHiliP /.!ORRIS INTERNAT!O.'IAL Pl.\ 139,262.56 0.75% 4.2301> 8.12% \2..53% O.W-16% 0.0613% 
PNC F!NAI'.'C!N... SERVICES GROUP "'"' 45,545.16 0.25% 2.20% 6.08% 8.35% 0.02Q6% 0.0150% 
PENT AIR l TO-REGISTERED PIIR 14,532.58 0.08% 1.46% 14.33% 15.9{)% 0.0125% 0 .. 0113% 
PiNNACLE WEST CAPITAL PNW 6,116.00 0.03% 4.16% 4.47% 8.72% 00029% 0.0015% 
PEPCO HOlDINGS t.''C PCM 6,953.59 0.04% 3.90% 5.83% 9.84% 0.0037% 0.0022% 
PPG INDUSTRIES 11\'C Pl'G 27,874.63 0.15% 1.28\(, 7.33% 8.6-6% 0.0131% 0.0111% 
PPL CORPORA TIO.'l PPL 22,167.91 0.12% 4.24% 3.93% 8.26% 0.0099% 0.00-17% 
PERRIGO CO PLC PRGO 18,491.14 0.10% 0.30% 14.38% 14.70% 0.0147% 0.0144% 
PR\JOENT\AL Fltw-ICIAL 11\'C PR\J 37,957.92 021% 2..48% 10.67% 1328% 0.0273% 0.0219% 
PUBLIC STORAGE PSA 29,649.47 0.16% 3.2"9% 4.51% 7.87% 0.0126% 0.0072% 
PHUIPS66 PSX 47.978.07 026% 1.92\1, 6.53% 8.52% 0.0222% 0.0170% 
PVHCORP PVH 10,829.86 0.06% 0.11% 13.16% 1329% 0.0078\<'o 0 .. 0077% 
QUANTA SERVICES ~'K: PWR 7,224.31 0.04% 0.00% 11.75% 11.75% 0.0046% 0.0046% 
PRAXAIR ~''C PX 38,737.69 0 .. 21% 1.96% 9.59% 11.64% 0.0244% 0.0201% 
P!Oo',IEER t.lATURAL RESOURCES CO PXD 30,062.75 0.16% O.oJ'h 32.37% 32.40% 0.0528% 0.0528% 
QUALCOMM 11\'C OCOM 135,789.43 0.74% 1.84% 13.46% 15.42% 0.1135% 0.0990% 
QEP RESOURCES lt.'C OEP 5.751.45 0.03% 025% 15.00% 15.27'1. 0.0048¥.. 0.0047% 
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RYDER SYSTEM INC R 4,615.88 0.03% 1.52¥. 13.20% 14.82% 0.0037% 0.0033% 
REYNOLDS AUERJCAN INC RAJ 31,%3.29 0.17'1. 4.497> 6.70% 11.34% 0.0196'1. 0.0116% 
RO'N.AJ.I COMPANIES PLC-A ROC MS0.28 0 02'{, 0.84'!. 18.15% 19.07% 0.0040% 0.0038?> 
REGENERON PHARMACEUTICALS REGN 30,517.54 0.17% 0.00% 28.68% 28.88% 0.0478'/o 0.0478% 
REGIONS FINAJ\'ClAL CORP RF 14,052.08 0.08'1. 1.78'1. 5.57% 7.40% 0.0056% 0.0042% 
ROBERT HALF INTL INC RH' 6.267.96 0.03% 1.56% 16.39'h 18.08% 0.0061% 0.0066% 
RED HAT b'>C RHT 9,4S9.94 0.05% 0.00% 16.48% 16.48% 0.0085% 0.0085% 
TRANSOCEAN lTD f<G 15.380.87 0.08% 6.78'h 12.50% 19.71% 0.01&4% 0.0104'1. 
RALPH LAUREN CORP RL 13,865.45 0.08% 1.19% 11.69% 13.15% 0.0099% 0.0089% 
ROCK\'IELL AUTOI,'ATIO,"'Il'.'C ROK 16,763.04 0.09% 1.91% 10.97% 12.9<1% 0.0118% 0.0100% 
ROPER L'IDUSTRJES INC ROf' 14,137.88 0.08% 0.51% 12.2Q% 12.74% 0.0098% 0.0093% 
ROSS STORES 11--.'C ROST 14,539.77 0.08% 1.15% 11.29% 12.50'!. 0.00%% 0.0089% 
R.A.h'GE RESOURCES CORP RRC 15.232.60 0.08% 0.17% 25.51)% 25.70% 0.02127'. 0.0211% 
REPUBLIC SERVlCES II.'C RSG 12,614.97 O.Ql% 2.a3% 6.50% 9.53% 0.0065% o.row..:. 
RAYTHEON COMPANY R7N 30,525.46 0.17% 2.46% 8.66% 11227!. 0.0186% 0.0143% 
STARBUCKS CORP SBUX 55,135.07 0.30% 1.46% 11.&1% 19.39% 0.0579% 0.0532% 
SCANACORP SCG 7,362.78 0.1).1% 4.01% 5.00% 9.11% 0.0035% o.o62o% 
SCH'li'AB (CHARLES} CORP SCH'.V 32,801,75 0.18% 1.04% 21.64% 22.79'!. 0.0-105% 0.0385% 
SPECTRA ENERGY CORP SE 27,216.41 0.15% 3.32% 5.50% 8.92% 0.0132% 0.0081\4 
SEALED A!R CORP SeE 7,110.46 0.04% 1.54% 11.48% 13.11% 0.0051% 0.()0.44% 
SHERW!N·Wlll\AMS COfTHE SHW 20,389.77 0.11% 1.07% 10.00% 11.13% 0.0123% 0.0111% 
S!GMA·A!.DRICH sw. 11,709.46 0.06'1.. 0.93% 7.83% 8.80% 0.0056% 0.0050% 
J/.1 SMUCKER COfTHE SJM 10,638.48 0.06% 2.25% 7.03% 9.36% 0.0054% 0.()0.41% 
SCHt.UMBERGER LTD Sl8 135,308.74 0.73% 1.48% 14.75% 16.34% 0.1199% 0.1082% 
S~!AP-QN lNC '"' 6,829.71 N/A 1.45% NA NIA NIA WA 
SM'O\SKCORP SNDK 21,858.80 0.12% 1.03% 13.43% 14.52% 0.0172% 0.0159% 
SCRIPPS NETWORKS INTER-Cl A SN' 10,927.81 0.06% 1.1).1% 12.13% 13.24% 0.0078'1> 0.0072% 
SOUTHERN COIT}IE so 39,029.02 0.21'1> 4.76% 394% 8 80% 0.0186% 0.0003% 
Sk',\ON PROPERTY GROUP i,'C SPG 51,71222 0.28'1'> 3.11% 6.04% 9.24% 0.0259% 0.0169l'~ 
STAPLES INC SPCS 7,274.47 0.04% 4.38% 3.06% 7.51% 0.0030% 0.0012% 
STERJCYO..E 1/,'C SRCL 9,686.09 0.05% 0.00% 15.73% 15.73% 0.0083% 0.0083% 
SEI.'PRA ENERGY SRE 24,628.56 0.13% 2.62% 6.89% 9.60l< 0.0128% 0.0092% 
SUNTRUST 8#/KS II.'C '" 20,418.55 0.11% 1.83% 8.77% 10.68% 0.0118% 0.0097% 
ST JUDE MEOICA!..II-.'C STJ 18,446.21 0.11»0 1.62% 9.687'. 11.38% 0.0114% 0.0097% 
STATE STREET CORP STT 28,093.62 0.15% 1.78% 10.28% 12.14% 0.0185% 0.0156% 
SEAGATETE~~OGY S7X 17,546.02 0.10% 3.10% 7.40% 10.62% 0.0101% 0.0070% 
CONSTELLATION 8RAI'>'OS II.'C-A m 15,926.16 0.09Y> 0.00% 18.51% 18.51% 0.0160'10 0.0160% 
STANLEY BlACK & DECKER INC S'.VK 13,639.72 0.07% 2.34% 9.00% 11.45% 0.0085% 0.0067% 
SOUTHWESTERN ENERGY CO SWN \6,064.25 0.09% 0.00% 18.30% 1830% 0.0159% 0.0159% 
SAFEWAYII-.'C S'I'N 7,900.50 0.04% 2.28% 10.50'Yo 12.90% 0.0055% 0.0045% 
STRYKER CORP SYK 32,029.55 0.17% 1.43% 11.56% 13.07'!. 0.0227% 0.0201~ 
SvtWITEC CORP SYMC 15,210.35 0.08lf:. 2.88% 6.84% 9.82% 0.0081% 0.0056% 
SYSCOCORP SYY 21,938.88 0.12% 3.11% 9.37% 12.62% 0.0150% 0.0111'1. 
AT&T \,'<C 7 184,089.30 1.00% 5.21% 5.67% 11.02% 0.1100% 0.0566% 
1.\0LSON COORS 8RE'.VING CO-B TAP 12,143.78 O.Q7'!.. 2.22% 6.63% 8.92:% 0.0059% 0.0044% 
TERAOATACORP TDC 6,621.82 0.04% 0.00% 9.77'1. 9.77% 0.0035% 0.0035% 
TECO ENERGY IJ\'C TE 3,761.50 N/A 5.12% NA NIA NIA NIA 
INTEGRYS ENERGY GROUP INC 7EG 4.637.06 0.03% 4.69;.> 5.00% 9.81% 0.0025% 0.0013% 
TE CO.~ECTIV!TY L TO 7El 24,302.83 0.13% \.77% 9.70% 11.56% 0.0152% 0.0128% 
TARGET CORP TG7 35,969.00 0.19% 3.04'1.. 10 27'10 13.45% 0.0262% 0.0200% 
TENET HEALTHCARE CORP THC 4,589.71 0.02% 0.00% \3.4S% 13.49% 0.0034'1.. 0.0034% 
TIFFNIY&CO "' 12,£!28.30 O.Q7% 1.48% 13.60% 15.19% 0.0106% 0.0095% 
TJX COMPANIES INC TJX 38,131.99 0.21% 1.22% 10.76% 12.05% 0.0249% 0.0222% 
TORCH.',IARK CORP n.'K 7,106.55 0.04% 0.91% 8.61r. 9.62% 0.0037% 0.0033'{, 
THERMO FISHER SCIENTIFIC b>«; TMO 48,639.88 0.25% 0.51'1.. 13.91% 14.46% 0.0365% 0.0352% 
TRiPADVISOR b>«; TRP 13.B61.61 NIA 0.00% NA WA N/A NIA 
T ROWE PRICE GROUP INC TROW 21,420.68 0.12lf. 2.15% 1304% 15.33% 0.0178% 0.0151% 
TRAVELERS COS t.'CITHE TRV 32,471.22 0.18% 2.30% 6.70% 9.08% 0.0160% 0.0118% 
TRACTOR SUPPlY COl.'PANY 7SCO 9,0Q..I.81 0.05% 0.88% 16.69% 17.64% O.OOBS% 0.0081% 
TYSON FOOOS bNC-Cl A TSN 14,448.54 r<A 0.67% NA NIA NIA NIA 
TESORO CORP TSO 7,268.01 0.04% 1.81% 86.34% 88.93% 0.0350% 0.0340% 
TOTAL SYSTEM SERVICES i.'C 7SS 5,71123 0.03% 1.32% 10.65% 12.04% 0.0037% 0.0033% 
TIME WARNER CABLE TWC 39,328.81 0.21% 2.14% 726% 9.47% 0.0202% 0.0155% 
H\IE WARNER lh'C TWX 61,596.89 0.33% 1.82% 10.16% 12.06% 0.0403% O.OJ.39% 
TEXAS ~"'STRUMENTS J."lC 7XII 50,707.92 0.27% 2.58% 10.10% 12.81% 0.0352% 0.0278% 
TEXTRON INC TXT 10,9-17.78 0.06% 0.20% 16.77% 16.99% 0.0101% 0.0100% 
TYCO 'o'ITERNATIO.\IAL LTD 7YC 20,130.11 0.11% 1.55% 12.70% 14.35% 0.0157% 0.0139% 
UNDER ARMOUR INC-CLASS A UA 10,816 24 0.061\. 0.00% 2354% 23.54% 0.0138% 0.0138% 
UNJTEDHEALTH GROUP INC u"" 78,026.31 0.42% 1.40% 9.88% 11.34% 0.0479% 0.0417% 
UNUM GROUP UNM 8,728.78 0.05% 1.83% 9.00'i'. 10.91% 0.0052% 0.0043% 
UI.'!O.'II PAaFIC CORP uw 90,251.72 0.49% 1.81% 13.16'1.. 15.09% 0.0738% O.Q6.44% 
UNITED PARCEL SERVICE-Cl B UPS 95,50123 0.52% 2.54% 10.00'!. 12.67% 0.0656'1.. 0.0518% 
URBAN OUTFITTERS INC URBN 4,845.68 0.03% 0.00% 14.58% 14.58% 0.0038% 0.0038% 
USBANCORP USB 76,581.17 0.42% 2.31% 7.50% 9.00'1.. 0.0411% 0.0311% 
UNITED TECHNOlOGIES CORP U7X 106,542.52 0.58% 2.06% 11.42% 13.59% 0.0785'1.. 0.0659% 
VISA lt.'C-CLASS A SHARES v 165,554.02 0.90% 0.74% 17.78% 18.57% 0.1666% 0.1594% 
VAR.I.AN MEDICA!. SYSTEMS •\lc VAR 8,570.87 0.05% 0.00% 10.50% 10.50% 0.0049% 0.0049% 
VFCORP VFC 27,118.86 0.15% 1.66% 12.61% 14.37,. 0.0211% 0.0185% 
VIACO!.IINC-CI.ASS 8 VW! 36,68022 0.20% 1.44% 11.91% 13.43% 0.0267% 0.0237% 
VAl.ERO ENERGY CORP vw 2:9,009.63 0.16;t, 1.80% 10.41% 12.30% 0.0199% 0.0169% 
VULCAN MATER!ALS CO VMC 7,974.9a 0.04% 0.27% a.an. 6.94% 0.0030% 0.002:9% 
VORNADO REALTY TRUST VNO 20,068.03 0.11% 2.75% 10.79% 13.68% 0.0149% 0.0117% 
VERlSIGN INC VHSN 6,583.01 0.04% 0.00% 11.00% 11.00% 0.0039"'-1, 0.0039% 
VERTEX PHARMACEUTICALS INC VR7X 17,007.40 0.09% O.OD-"1. 20.50% 20.50% 0.0190% 0.0100% 
VENT AS II.'C VTR 19,681.71 0.11% 4.33% 3.997'. 8.40% 0.0090'% 0.0042% 
VERIZO.'II COMMVN:-CATIONS ii.'C vz 206,8:91.60 1.12% 4.26% 6.63% 11.02'!'. 0.1236% 0.0743% 
WALGREEN CO WAG 68,625.95 0.37% 1.71% 1338% 15.20% 0.0566% 0.0498% 
WATERS CORP WAT 8,492.32 0.05% 0.00% 10.17% 10.17% 0.()0.47% 0.()0.47'1. 
\'/ESTERN DIGITAL CORP woe 20,850.78 0.11% 1.30% 4.26% 5.59';<; 0.0063% 0.0048% 
WISCONSIN ENERGY CORP WEC 10,265.65 0.06% 3.43% 4.73% 824% 0.0046% 0.0026% 
WELLS FARGO & CO WFC 267,461.80 1.45% 2.61% 11.94% 14.70';<; 0.2132% 0.1731% 
WHOLE FOODS MARKET li.'C WFM 14,055.99 0.08% 1.25% 13.96% 15.2:9% 0.0117% 0.0106% 
WHIRLPOOL CORP I'IHR 11,159.82 0.06% 1.99% 2052% 22.71% 0.0137% 0.0124% 
W!NOSTREAM HOLDINGS INC WIN 5.767.46 0.03'1. 10.45% -1.00% 9.40% 0.002:9% -{1.0003% 
\'IELLPO!NT INC WLP 30,305.29 0.16% 1.59% 9.28% 10.94% 0.0180% 0.0152% 
WASTE MANAGEI.'ENT INC WM 20,792.38 • 0.11% 3.34% 8.13% 11.61% 0.0131% 0.0092% 
WILLW.IS COS IJ\'C WI.'B 32,191.95 0.17% 3.72% 11.50% 15.44% 0.0269% 0.0201% 
WAL-MART STORES INC WMT 247,787.44 1.34% 2.53% 6.50'h 11.14% 0.1496\4 0.1142'!. 
WESTERN UNION CO wu 8,714.40 0.05% 3.10% 8.66% 11.00% 0.0056% 0.0041% 
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Marl<et 
Compan:t lkker Cap:la'izalOO 

WEYERHAEUSER CO WY 18,3S0.93 
WYNDHAM WORLD'Nlli CORP 1'/YN 9.411.71 
WYN·,'•.j RESORTS LTD WYNN 21,767.26 
UNITED STATES STEEL CORP X 3.333 93 
XCEL ENERGY 11\'C XEL 15,440.59 
XLGROUPPLC XL 8.812.8<3 
XiLINX lt,'C XLNX 12,622.57 
EXXO.'I MOBIL CORP XOM 431,713.49 
DENTSPl Y lNTERNA TIONPJ.. lh'C XRAY 6,705 35 
XEROX CORP XRX 14.416.42 
XYLEM li,'C XYL 6,854.91 
YAHOO! INC '<HOO 34.885.90 
YUI.I! BRANDS 11\'C YUM 34,123.12 
ZlONS BAtiCORPOAA T!ON ZION 5.286.15 
ZlMMER HOLDth'GS INC "'" 17.511.95 
ZOET1S 11\'C ZTS 15.381.27 

Total Market Capil:a~zat'on: 18.448.604.27 

Notes· 
[1] Equals sum of Col. [9] 
[2] Source: Bloomi:JE,rg Profo;ssiooal 
[3] Equals [1]- [2] 
[4] Soure<~: Bloomberg Profas.slooal 
JS] Equals v.-e.lght in S&P 500 based 0!1 market cap:taQ<!tioo 
[6] Source: Bloomberg Pmfessloo.al 
[7] SOurce: Bloomberg Profo;ssiooal 
(8] Equals U6J X (1 + (0.5 X f7J))) + {7] 
[9] Equals Col. [5] x Cot [8] 
[10] Equal Col. [SJ x Col. [7] 

Esllma~ed lOOg-Term 
Welghtilllndex Di·..IDend Yiek:l Gro1>th Est. 

0.10% 2.E!2'7> 5.50% 
0.05% 1.81% 14.70% 
0.12% 2.33% 11.00'!. 
0.02% 0.87% 6.00'>0 
0.08% 3.84% 5.03% 
0.05% 1.93% 8.00'!. 
0.07% 2.45% 10.88Y. 
2.34'/i 266% 12_10% 
0.04% 0.57'/, 10.53% 
0.08% 2 02'!. 8.55% 
0,04% 1.36'h 10.35% 
0.19% 0.00% 15.42% 
0.18% 1.97'!. 13.36% 
0.037. 0.58% 9.00% 
0.09% 0.79% 10.64'/, 
0.08% 0.94% 10.88% 

DCF Resu' 

8 40?> 
16.65'/, 
13.46'!. 
6.89>'> 
8.97% 
10.91% 
13.477> 
14.92% 
11.13'/, 
10.76% 
11.78% 
15.42% 
15.46% 
9.60'!. 
11.47)'. 
11.88% 

We{9h!ed 
DCF Resu~ 

0.0084% 
0.0085% 
0.0159;i. 
0.0012% 
0.0075% 
0.0052% 
0.0092% 
0.3491% 
0.0040% 
0.0084% 
0.~4% 

0.0292% 
0.0286% 
0.0028% 
0.0109% 
0.0099% 

13.44% 
Averege 
Gro~>th 

[10] 

MC Weighted Growth 

0.0055';(, 
0.0075% 
0.0130% 
0.0011% 
0.0042';(, 
0.0042% 
0.0074% 
0.2831% 
0.0038% 
0.0058% 
0.0038% 
0.0292';; 
0.0247'!. 
0.0026% 
0.0101% 
0.0091% 

11.4% 

Re.bt>Ual Sdle.dtlil LCS-4 
Page 6 of 6 



Ex-Ante Market R<s'< Premium 
Mar'<et DCF Method Based- Va~o Line 

1 ' S&P5QO Current 30-Year 
Esl Requl.red T re.asury (30-day lmp.'.:e.d Markel 
Market Return a•·erase) Risk Premium 

12.70% 3.42% 9.28% 

' 9 [10] 
Market Estimated long--Term We~ hied 

""""'"" Tk:ker Cap.lalizalOO Wei9ht In lnde:< o; ... -:c~end Y~ld Gro,..ih Est DCF Resa:t DCF Resul MC Weighted GrO'Nth 

AGILENT TECHI-.'OlOGIES ~''C A 18,518.15 0.11% 1.01% 6.50% 7.54% 0.0081% 0.0070% 
ALCOA INC M 15,493.64 0.09% 0.91% 17.00% 17.99% 0.0161% 0.0152'% 
APPLE INC MPl 541,956_30 3.14% 2.17% 1250% 14.81% 0.4642'>'> 0.3920% 
ASBVlE ~'K: ABBY 85,275 23 0.49% 3.13% 0.00% 3.13% 0.0154% 0.0000% 
MIERJSOURCE8ERGEN CORP ABC 16.233.48 0.09% 1.32% 1<1.00% 15.41% 0.0145% 0.0131% 
ABBOTT LABORATORIES ABT 59,551.84 0.~% 222% -4.00% -1.82% --0.006-3% --0.0138% 
ACE LTD ACE 35,000.70 '"' 2.53% 9.00% 11.6-4% 0.0236% O_OH12% 
ACCENTURE PLC-Cl A ACN 50,31028 029% 2.44% 7.50% 10.03% 0.0292% 0.0218% 
ACTAV1SPLC ACT 28,392.67 0.16% 0.00% 24.50% 24.50% 0.0402% 0.0402% 
ADOBE SYSTEMS h'IC ACBE 31,480.~ 0.16% 0.00% 15.00'1> 15.00% 0.0273% 0.0273;'. 
ANALOG DEVJCES INC ACi 16,170.15 0.09'1> 2.86% 11.00% 14.02% 0.0131% 0.011)3% 
ARCHER-DAN! ELS---MIDL.At-..'0 CO AD.'.\ 28,500.75 0.17% 220% 9.00% 11.30% o.ot8n~ 0.0149'h 
AUTOMAT\C DATA PROCESSING ADP 37,626.75 "" 2.61% 9.00% 11.73% 0.0255% 0.01£>6;', 
AlllANCE DATA SYSTEMS CORP ADS 13,323.76 0.08'1> 0.00% 14.50% 14.50% 0.0112% 0.0112% 
AUTODESK lh'C ACSK 11,677.32 0.07% 0.00% 7.50% 7.50% 0.0051% 0.0051% 
.WT CORP!THE ACT 5,772.01 0.03'!. 2.46% 0.00% 2.46% 00008% o.ooow. 
AMEREtl CORPORAT!ON AEE 9,3.95_00 0.05% 4.16% 2.50% 6.71% 0.0036% 0.0014% 
AMERICAN ELECTRIC POWER AEP 25,130.21 0.15% 3.£>6% 4.50% 8.55% 0.0124'{, 0.0055% 
AESCORP AES 9.847.84 0.06';<', 1.46\4 10.50'/, 12.04% 0.0069% 0.0060% 
AETNA~'.'C AET 27,346.10 0.16% 1.19% 10.50% 11.75% 0.0186% 0.0166\4 
AFLAC ~''C AFL 28,419_29 0.16% 2.46\4 7.50% 10.05% 0.0155% 0.0123% 
ALLERGAN INC AGN 48,8<12.53 02:8% 0.12% 1350% 13.63'1. 0.0385% 0.0381% 
AMERICAN INTERNA TlONAL GROUP AlG 78,829.24 0.46% 0.93% 0.00% 0.93% 0.0042% 0.0000\4 
APARTMENT tNVT & MGMT CO -A AN 0.00% 3.35% O.OO'h 3.35% 0.0000% 0.0000% 
ASSURAJIT INC Ag 4,779.44 0.03% 1.62% 4.00% 555% 0.0016% 0.0011% 
AKAJ.'Al TECH.'IOLOOJES 11-.'C """ 9,547.09 006% 0.00% 13.50% 13.50% 0.0075% 0.0075% 
ALLSTATE CORP All 26,199.15 0.15% 1.92\4 16.00'!. 18.07% 0.0274% 0.0243% 
ALLEGION PLC ALLE N!A N'A N'A NIA NIA NIA ;WAlliE! 
ALTERACORP ALTR 10,393.00 0.06'h 1.81% 0.00\4 1.61% 0.0011% 0.0000% 
ALEX!ON PHARMACEUTICALS INC AlXN 31,600.66 0.18% 0.00% 3150% 31.50% 0.0580% o.oseo% 
APPliED MATERIALS INC AI,IAT 24,000.79 0.14% 2.01% 17.00% 19.18% 0.0267% 0.0237% 
AMETEKINC "'"' 12,844.01 0.07';1'; 0.69% 10.50'Yo 11.23% 0.0083'!. 0.0078% 
AW3ENb''C M.IGN 86,937.53 0.50% 2.16% 8.50% 10.75% 0.0541% 0.0428% 
AMERIPR1SE FINM'OAL 11-.'C A.I.'P 22,<155.79 0.13% 2.10% 14.50% 16.75% 0.0218% 0.0188% 
AMERICAN TOWER CORP AMT 35,000.09 0.20'h 1.54% 16.50'!. 18.17% 0.0368% 0.0334% 
Al,t-\ZON.COM 11-.'C AWN 140,258.60 0.81% 0.00% 71.50% 71.50% 0_58('12;', 0.5802% 
AUTONATIO.'IIt.'C AN 6,727.00 0.04% 0.00% 12.50% 12.50% 0.0049"' 0.0049% 
AON PLC AON 26,096.44 0.15% 1.14% 16.00'Yo 17.23% 0.0260% 0.0242% 
APACHE CORP APA 35,238.56 0.20% 1.11% 10.00% 11.17% 0.0228% 0.0204% 
ANADARKO PETROLEUM CORP APC 51,277.59 030% 1.00% 75.00% 76.46;;.'. 02268'1> 0.2225% 
A!R PRODUCTS & CHEMICALS 11-.'C APD 25,088.78 0.15% 2.61% 9.00% 11.73% 0.0170% 0.0131% 
AJ.lPHENOL CORP--Ct. A "'" 14,982.51 0.09% 0.84% 8.00% 8.87% 0.0077% 0.0069% 
AIRGAS INC ARG 7,752.78 0.04% 2.10% 13.50% 15.74% 0.0071% 0.0061% 
ALLEGHENY TECHh'OLOGIES 11-.'C ATI 4,30823 0.02% 1.78% 17.50\f, 19.44% 0.0048% O.CICl44% 
AVI<J..ONBAYCO,I,!..W.J.'IIfTIES 11-.'C AVB 0.00% 3.40% 0.00% 3.40% 0.0000'!. 0.()()()()% 
AVAGO TECHNOlOGIES l TO AVGO NIA NIA NIA NIA NIA N!A BVALUEI 
AVON PRODUCTS 11-.'C AvP 6,008.39 0.03% 1.74% 35.50% 38.56% 0.01~% 0.0127% 
AVERY DENN~ON CORP AW 4,618.21 0.03% 2.90% 10.00% \3.05% 0.0035% 0.0027% 
AJ.'ERJCAN EXPRESS CO AXP 93,791.59 0.54% 1.18% 10.00% 11.24% 0.0610';1, 0.0543';1, 
AUTOZo.\.'E INC AZO 18,007.07 0.10% 0.00% 14.00% 14.00% 0.0146% 0.0146% 
BOEING COITHE BA £>6,~2.08 0_58% 2.27'h 11.00% 13.39% 0.0747% 0.0613% 
BANK OF M•ER!CA CORP BAC 155,605.50 0.90% 0.54% JllOO% 30.62% 0.2760;'. 0 2704% 
BAXTER INTERNATIONAL INC BAX 40,433.25 023% 2.79% 8_50% 11.41% 0.0267% 0.0199% 
BED BATH & BEYOND lt.'C B8"Y 12.8-43.54 0.07'!, 0.00% 8.50% 8.50% 0.0063% 0.0063% 
BB&TCORP 8"T 26,455_eo 0.15% 2.56~ 7.50'1. 10.16% 0.0155% 0.0115% 
BEST BLN CO INC BBY 9,091.61 0.05% 2.75% 5.50% 8.33% 0.0044% 0.0029';1, 
CRBARD INC BCR 11.151.82 O.Of.i% 0.60% 10_00'/, 10.63% 0.0069'/, 0.0005% 
BECTON DICKINSON AND CO BOX 22,322.79 0.13% 1.89% 8_50% 10.47% 0.0135% 0.0110% 
FRANKLIN RESOURCES lt.'C BEN 34,403.61 0.20% 0.97% 9.00% 10.01% 0.0199% 0.0179% 
BRO'.VN-FORMAN CORP-ClASS 8 BF/B 19,595.16 0.11% 1.28% 10.00% 11.34% 0.0129% 0.0113% 
BAKER HUGHES lh'C BHJ 30,387.60 0.18'!. 0.98% 13.50% 14.55% 0.0256% 0.0237% 
BIOGEN IOEC I"'C BI!B 71,086.\7 0.41% 0.00% 14.50% 14.50% 0.05£>6% 0.0596% 
BANK OF NEW YORK MELLON CORP BK 39,<122.66 023% 1.97% 11.50% 13.58% 0.0310% 0.0262% 
BLACKROCK ~"'C BLK 50,837.81 "" 2,57% 7.00% 9.66% 0.0284% 0.0200% 
BALL CORP Bll 8,348.43 0.05% 0.87% 12.00% 12.92:% 0.0002% 0.0058% 
BEMIS COMPANY BMS 4,097.55 0_02;', 268% 8.00% 10.79ll> 0.0026% 0.0019% 
BRISTOL-MYERS SO\JlBB CO BMY 80,87020 0.47% 2.95% 8.50% 11.58% 0.0542% 0.0398% 
BROADCOM CORP-Ct.. A BRCM 17,637.75 0.10% 1.59% 2.50% 4.11% 0.0042'1> 0.0026% 
BERKSHIRE HATHAWAY INC-CLB BRK<B 0.00% 0.00\4 0.00% 0.00% 0.0000% 0.0000% 
BOSTON SCIENTIFIC CORP BSX 16,768.88 0.10% 0.00% 13.00% 13.00% 0.0126% 0.0126';1, 
PEABOOY ENERGY CORP BT\l 4,7<17.75 0.03% U!4% 4.00% 5.98% 0.0016% 0.0011% 
BOR.GWARNER 11-.'C BWA 13,959_66 0.08% 0.82% 14.00% 14.S8\4 0.0120% O.Q\13% 
BOSTON PROPERTIES lNC BXP 0.00'!. 224% 0.00% 2.24% 0.0000% 0.0000% 
CfT1GROUP lh'C c 143,20120 0.8-3% 0.09% 9.50% 9.59% 0.0795% 0.0787% 
CAit-.'C CA 12,847.50 0.07% 3.45% 4.50% 8.03% 0.0060% 0.0033% 
CONAGRA FOODS 11-.'C CAG 13.304.19 0.08% 3.17% 10.00% 13.33% 0.0103% 0.0077% 
CARD-ItW. HEALTH 11-.'C CAH 23,112_$8 0.13% 2.07% 12.00% 14.19% 0.0100% 0.0160'1. 
CAJ.'ERON JNTERNATIO.'IAL CORP CAJ,I 13,156_98 0.06% 0.00% 14.00% 14.00% 0.0107% 0.0107% 
CATERPilLAR 11-.'C CAT 64,345_~ 0.37% 2.33% 5.00% 7.39% 0.0275% 0.0180% 
CHUBB CORP CB 22,90623 0.13% 2.17% 8.50% 10.76% 0.0143';1'; 0.0113\4 
·caRE GROUP INC - A CBG 9,577.62 0.06% 0.00% 11.50% 11.50'!. 0.0064% 0.0064% 
CBS CORP-CLASS B NON VOTlt-.'G CBS 35,181.38 0.20% 0.81% 8.50% 934% 0.0100% 0.0173% 
COCA-COlA ENTERPRISES CCE 11,520 38 0.07% 223% 10.00'1. 12.34% 0.0082¥. 0.0067% 
CROWN CASTLE INTl. CORP CCI 25,364.08 0.15% 1.83% 27.00% 29.08% 0.0427% 0.03.%% 
CARNNAL CORP = 30,862.44 0.16% 2.52% 8.00% 10.62% 0.0100% 0.0143% 
CELGEI.'E CORP CELG 60,244.18 0_35% 0.00% 14.0W, 14.00% 0.0488% 0.0488% 
CERNERCORP CERN 17,5'67.09 0.10'Yo 0.00% 15.00% 15.00-% 0.0156% 0.0156% 
CF 11-.'0USTR!ES HOlDiNGS 11-.'C CF 12.900.18 0.07% 1.74% 4_50';1, 6.28% 0.0047% 0.0034% 
CAREFUSION CORP CFN 8,748 63 0.05% 0.00';1, 13.00% 13.00% 0.0066% 0.0066';1'; 
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9 (10] 
Marl<et Es~mated Long-Tenn We-',ghl.ed 

c~n1 Tlill< Cafli!:alization \'l~ht In Index O.'r:dend Y~e~ Grohth Esl DCF Result DCF Resul I.!C Weighted Gtowth 

CHESAPEAKE Et.'ERGY CORP CHK 18,136_00 0.10% 1.25% 7.00'1> 8.29~ 0.0087% 0.0073'1\o 
C.H. ROBINSON WORLDWIDE 1/\'C ct«\'1 8,844.07 0.05% 2-35% 6.50% 8.93% 0.0046% 0.0033% 
C!GNACORP Cl 24,793.11 0.14% 0.05'/, 9.00'1. 9.05% 0.0130% 0.0129% 
C~'.'CII'<NATI FINANCIAL CORP C!NF 7,976.% 0.05% 3.62% 12.50% 1635% 0.0075% 0.0058% 
COLGATE-PALMOlNE CO Cl 60,973.86 0.35% 2.22¥. 10.5lf.t. 12.84% 0.0453% 0.0370% 
CLOROX COMPANY CLX 11,315.45 0.07% 3.36% to.5crr, 14.04% 0.0092% 0.0069% 
COM ERICA 11-.'C CMA 8,489.02 0.05% 1.71% 11.00'1. 12.80% 0.0003% 0.0054% 
COMCAST CORP-CLASS A CMCSA 134,409.00 0.78'10 1.74% 12.00';<', 13.84% 0.1077% 0.0933% 
CME GROUP INC CME 23,628.27 0.14% 2(14% 8.50% 11.25% 0.0155% 0.0117% 
CH:PQTLE MEXICAN GRill L'IC CMG 16,180.68 0.09% 0.00% 17.00% 17.00'.>'. 0.0159'1. 0,0159?1. 
CU!,I.'.~iNS INC ct.•J 27,129.12 0.16% 1.68')1; 8.00% 9.75% 0.0153% 0.0126% 
C!.\.S ENERGY CORP CMS 7,842.65 0.05% 3.77% 6.50% 10.39% 0.0047% 0.0029% 
CENTERPOINT ENERGY !r-.'C cw 10.308.87 0.06% 4.00% 2.50% 6.55% 0.0039% 0.0015% 
CO.\ISOL ENERGY INC CNX 10,160.74 0.00'1. 0.57% 4.00% 4.58% 0.0027% 0.0024% 
CAP!T AL ONE FINANCIAL CORP COF 43.695.54 0.25% 1.57% 4.00% 5.60% 0.0142% 0.0102% 
CABOT C)jL & GAS CORP COG 15,051.58 0.09% 0.28% 33.00% 33.33% 0.0200% 0.0287% 
COACH INC COH 113,334.41) 0.66% 327% 5.00?1. 8.35% 0.0548% 0.1)328% 
ROCKWELL COLLJNS .-,:c coc 11),376.59 0.00% 1.57% 7.00% 8.62% 0.0052% 0.0()42% 
CO.\'OCOPHiLLlPS CO!' 96.325.74 0.58% 3.52% 3.00% 657% 0.0356% 0.0167% 
COST CO WHOlESALE CORP COST 50,468.35 0 29% 1.24% 10.50% 11.81% 0.0345% 0.0007% 
COVI[JIEN PLC cov 32.003.96 0.19% 1.80% 8.00'/, 9.87% 0.0183% 0.0148% 
CAJ,'PBELL SOUP CO CPB 13.606.00 0.08% 2.83% 6.00% 8.91% 0.0071% 0.0048% 
SALESFORCECOM INC CR~1 32,121.81 0.19% 0.00% 0.00% 0.00% 0.0000% 0.0000% 
COMPUTER SCIE!I.'CES CORP esc 8,914.18 0.05% 1.51% 7.50% 9.07% 0.0047% 0.00:>9% 
CISCO SYSTEMS lh'C CSC<J 126,556.60 0.73% 3.12% 5.50% 8.71% 0.0637% 0.0403% 
CSXCORP csx 29,578.46 0.17% 2.17% 8.50% 10.76% 0.0184% 0.0145% 
CMASCORP CTAS 7,38-8.00 0.04'1. 1.25% 11.50% 12.62% 0.005-5% 0.0049% 
CENTURYlll-lK INC CTL 21,365.45 0.12% 5.81% 6.50% 12 50'.4 0.0155% 0.0080% 
COGN<ZANT TECH SOlUTIONS-A CTSH 28,815.77 0.17% 0.00% 21.00% 21.00% 0.0350% 0.0350% 
CITRO< SYSTEMS 1.\'C CTXS 11,499.61 O.D7% 0.00% 12.50% 12.50% 0.008-3'1. O.ODa-3% 
CABLEVlSlO.~ SYSTEMS--NY GRP·A eve 4,647.21 o.ro% 3.49% 19.00% 22.82% 0.0061% 0.0051% 
CVS CARE.MARK CORP cvs 90,587.34 0.52% 1.43% 11.00% 12.51% 0.0055% 0.0576% 
CHEVRON CORP cvx 235,346.30 1.36% 3.46% 4.50% 8.04% 0.1~% 0.0613% 
DOMO\IION RESOURCES II>'CNA D 40,607.88 023% 3.51% 5.50% 9.11% 0.0214% 0.0129% 
DELTA AIR LINES INC DAL 32,603.72 0.19')!. 0.62% 16.00'1> 16.67% 0.0314% 0.0302% 
DU PO.'IT (E.I.) DE NEMOURS DO 61.953.72 0.36% 2.79% 8.50% 11.41% 0.0409% 0.1)305% 
DEERE&CO DE 33,269.39 0.19% 2.27% 3.00% 5.30% 0.0102% 0.0058% 
DISCOVER F!NA.'-.'CIAL SERVICES DFS 27,315.14 0.16'1. 1.68% 8.50% 10,25% 0.0162'1. 0.0134% 
DOLLAR GENEfW. CORP DG 17,571.35 0.10% 0.00% 14.50% 14.50% 0.0147% 0.0147% 
QUEST DIAGNOSTICS 11--.'C DGX 8,258.00 0.05% 2.30'1.. 6.50% 8.87% 0.0042'1. 0.0031% 
OR HORTON INC ""' 7,382.59 0.04% 0.€-6% 25.50% 26.24% 0.0112'1. O.ot09% 
DNV\HER CORP DIR 54,584.48 0.32% 0.51% 12.00% 12.54% 0.1)398'/, 0.1)379% 
WALT DISI;EY COffHE DIS 139,995.00 0.81% 1.04% 11.50'1. 12.60% 0.1021% 0.0931% 
DISCOVERY COMWJNiCATIONS-A D~CA 23,361.80 0.14% 0.00% 14.50% 14.50% 0.0196% 0.0196% 
DELPHI AUTOMOTIVE PlC """ 20,649.18 0.12% 1.47% 12.00% 13.58% 0.0162';1,. 0.0143% 
DOlLAR TREE lr-.'C DLTR 11,095.46 0.06% 0.00% 14.5004 14.50;{. 0.0093% 0.0093% 
DUN & BRADSTREET CORP "''" 3,890.38 0.02% 1.68% 3.50% 521% 0.0012'/, 0.0008% 
DENBURY RESOURCES tr-.'C DNR 5,917.10 0.03% 1.84% 9.00% 10.92% 0.0037% 0.0031% 
D!AMONO OFFSOORE DRJLLII>'G DO 7,001.51 0.04% 6.80% 9.00% 16.11% 0.0066% 0.0037% 
DOVER CORP DOV 14,319.63 0.08% 1.74% 6.00% 7.79'1:. 0.0065% 0.0050% 
OO.V CHEMICAl. COffHE fXYN 59.268.07 0.34% 2.97% 14.50% 17.697. 0.0606% 0.0497% 
DR PEPPER SNAPPLE GROUP INC DPS 11,329.55 0.07% 2.90% 6.50% 9.49'1. 0.0062% 0.00-43% 
DARDEN RESTAIJRN'-ITS ll\'C D~ 8,531.81 0.04% 4.44% 6.50% 11.08'1. 0.0042% 0.0025% 
DTE ENERGY COMPANY DTE 13,302.75 0.08% 3.67% 5.00% 8.76% 0.0067% 0.0038% 
DIRECTV DTV 42,678.93 025% 0.00% 14.50'1.. 14.50% 0.0358% 0.0358% 
~E ENERGY CORP 00< 49,608.30 0.29% 4.49% 5.00% 9.60% 0.0277% 0.0144% 
DAVIT A HEALTHCARE PARTNERS I OVA 14,589.31 0.08% 0.00% 11.00'f. 11.00% 0.0093% 0.0093% 
DEVON ENERGY CORPORAT!o.'-1 DVN 29,665.68 0.17% 1.32% 6.50% 7.86% 0.0135% 0.0112% 
ELECTRONIC ARTS INC EA 10,681.13 0.06% 0.00% 15.00% 15.00¥. 0.0093% 0.0093% 
EBAY b\'C EBAY 66,641.00 0.39,., 0.00% 13.00% 13.00% 0.0501% 0.05(11% 
ECOLAB 11-.'C ECC 32,30237 0.19% 1.05% 11.50% 12.61% 0.0236% 0.0215% 
CONSOliDATED EDISON tl-,'C ED 15,8&-t88 0.09% 4.71% 1.00'/, 5.73% 0.0053% 0.0009% 
EOUJFAXINC EFX 8,472.00 0.05'1. 1.44% 10.00% 11.51% 0.0056% 0.0049% 
EDIS0.'-1 MERNAT!o.'-IAL E~ 17,711.09 0.10% 2.70% 2.50'1> 5.23% 0.0054% 0.0026% 
ESTEE LAUDER COMPANIES-Cl A EL 28,68-5.14 0.17% 1.07% 11.50% 12.6-3% 0.0211Yh 0.0191% 
EMCCORPiMA EMC 54,130.58 0.31% 1.74% 9.00% 10.82% 0.0339% 0.0282% 
EASTMAN CHEMICAL CO Elm 12,77825 0.07% 1.65% 10.00% 11.73% 0.0087% 0.0074% 
EVERSON ELECTRJC CO EMR 46,394.&9 0.27"' '"" 6.50% 9.18% 0.0247% 0.0174% 
EOG RESOURCES INC EOG 56,660.60 0.33% 0.48% 21.50% 22.03% 0.0722% O.D705% 
EQUITY RESIDENTIAL EDR 0.00% 3.30% 0.00% 3.30% 0.0000% 0.0000% 
EQTCORP EQT 15,628.84 0.09% 0.12'Yo 15.50» 15.63% 0.0141% 0.0141Yh 
EXPRESS SCRIPTS HOlDING CO ESRX 54,344.00 0.31% 0.00% 12.501[, 12.50% 0.0393% 0.0393% 
ESSEX PROPERTY TRUST INC ESS NIA NIA NIA NIA NIA NIA f!VALUE! 
ENSC-0 PLC-Cl A ESV 12,037.65 0.07'1. 5.62% 10.50% 16.53% 0.0116?> 0.0073% 
E"TRADE FltW..'CIAL CORP ETFC 5,887.76 0.03% 0.00% 0.00% 0.00% 0.0000% 0.0000% 
EATON CORP PLC ETN 34,942.11 020% 2.67% 9.00% 11.79% 0.0238% 0.0182% 
ENTERGY CORP ETR 13,263.82 0.08% 4.48% ·2.501'0 1.92% 0.0015% -{1,0019"% 
EDWARDS LIFESaENCES CORP EW 8,571.42 0.05% 0.00% 12.50% 12.50% 0.0062% 0.0062% 
EXELONCORP EXC 29,309.40 0.17'l!. 3.53% 0.50% 4.14% 0.0070% 0.0008% 
EXPEDlTORS INTL WASH INC EXPO 9,004.57 0.05% 1.40'1. 10.00% 11.47% 0.0060% 0.0052% 
EXPEDIA lh'C EXPE 9.216 55 0.05% 0.85% 15.00% 15.91% 0.0085% 0.0080'1. 
FORD MOTOR CO F 62,91224 0.35% 3.14% 9.50% 12.79% 0.0456% 0.0346% 
FASTENALCO FAST 14,273.55 0.08% 2.08'l!. 12.00% 14.20% 0.0117'>'> 0.0099% 
FACEBOOK h'-.'VA FB 154,507.50 0.89% 0.00'1. 0.00% 0.00% 0.0000% 0.(.'()()0% 
FREEPORT --MCMORAN COPPER FCX 35,627.86 0.21% 3.73% 6.00% 9.84% 0.0200% 0.0124% 
FN.1JL Y DOLLAR STORES FDO 6,451.49 0.04% 2.19% 5.50% 7.75% 0.0029% 0.0021% 
FEDEX CORP FDX 41,174.24 0.24% 0.45% 9.00% 9.45% 0.0225% 0.0214% 
FIRSTENERGY CORP FE 13,207.71 0.08% 4.5&% 4.50% 9.16% 0.0070% 0.0034% 
F5 NETWORKS O~C FFW 8,184.19 0.05% 0.00';; 12.00% 12.00% 0.0057% 0.0057% 
FIDELITY NATIONAL lNFORI~AllO m 15,290.81 0.09% 1.81% 10.00% 11.00% 0.0105% 0.0088\:0 
FISERV 11-.'C mv 15,219.74 0.09% O.OO'l!. 9.50% 9.50% 0.0084% 0.0084% 
FIFTH TH!RO BM'CORP FITS 17,293.86 0.10% 2.55% 10.00% 12.68'!. 0.0127% 0.0100% 
FUR SYSTEMS Jt,'C FLIR 4.622.77 0.03% 120% 11.00% 12.27% 0.0034% 0.0031% 
FlUOR CORP FLR 11,758.15 0.07% 1.14% 7.00% 8.18% 0.0056% 0.00487. 
FlOWSERVE CORP FLS 10,069.74 0.06% 0.87% 12.00% 12.927. 0.0075% 0.0070% 
FMC CORP FMC 10,091.02 0.1)6% 0.79% 12.00% 12.84% 0.0075'1> 0.0070% 
FOSSIL GROUP liiC FOSL 5,435.98 0.03% 0.00% 13.00% 13.00% 0.0041% 0.0041% 
TWENTY-FIRST CE.NTURY FOX-A FOXA 78,317.21 0.45% 0.75'1. 9.50% 10.29% 0.04561'. 0.0430% 
FOREST LABORATORIES lr--.'C FRX 25,675 04 0.15% 0.00% 10.00% 10.00% 0.0149% 0.0149% 
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Ma~et Estimated long-Term we:9 hted 

Comeanz Trder Caei!a!<z.atOO We~tintOOex Di'ildend Y.oe!d GfO'..,th Esl DCF Resdt DCF Resuk MC 'o'/el9hled Growth 

FIRST SOlAR lt.'C FSlR 6J)68_70 0.04% 0.00% -2.00% -2.00% -0_0007% -0.0007% 
FMC TECI-b,'OLOG~S !t.'C FTl 13,20.3_58 0_08% 0.00'1. 17.50¥. 17.50% 0.0134% 0.0134% 
FRO.\fTIER COl.'J,\UN1CAl!(),'-/S CORP FTR 5,753.09 0.03% 6.97% 13.50Yo 2"0.94% 0.0070% 0.0045% 
AGl RESOURCES INC """ 6,347.52 0.04% 3.68% 9.00'1. 12.8-5% 0 0047% o.oon;.; 
GNI>'.:ETTCO GCl 6,288.94 0.04% 2.89% 8_50;1, 11.51% 0.0042% 0.0031% 
GENERAL DYNAMiCS CORP GO 39.349_84 0_23% 2.16% 3.00% 5.19% 0.0118% 0.0068% 
GENERAL ElECTRIC CO G> 265.8.36 00 1.54-% 3.32'1. 10 50% 13.99% 0 2152% 0.1615% 
GEN'ERAL GROWTH PROPERTIES GGP 0_00% 2.56% 0.00% 2.56% 0.0000% 0.0000% 
GRAJ-IAM HOLDINGS CO-CLASS B GHC 4,948.8:3 0.03% 1.53'1. 10.50% 12.11% 0.003-5% 0.0030% 
GILEAD SCIENCES lh'C GLD 127.470.50 0.74% 0.00% 13.00% 13_00';!0 0.0959% 0.0959% 
GENERAL MillS ~'.'C G~ 33,114_59 0.19% 3.05% 6.50% 9.85% 0.0185% 0.0125% 
CORNI?-.'G INC GL\-'1 27,713.32 0.16% 1.89% 6.50% 8.45% 0.0136% 0.0104% 
GENERAL MOTORS CO GM 53,472.00 0.31% 3.59'h 10.00% 13.77% 0.0426% 0.0309% 
KEURJG GREEN MOUNTAiN !NC GMCR 18.358_34 0.11% 0.88% 19.00Y, 19.96% 0.0212% 0.0202% 
GAMESTOP CORP-ClASS A GME 4,285.46 0.02% 3.72% 12.00% 15.9-l-% 0.0040% 0 0030% 
GENWORTH FINANCW..It.'C--Cl A GUN 8.528.85 0.05% 0.00% 20.00% 20.00% 0.0099% 0.0099% 
GOOGLE INCCL C GOOG 367,622_30 2.13% 0_00% 15.50% 15.5004 0.3297% 0.3297% 
GOOGlE 1.\.'C-CL A GOOGl NIA NIA NIA NIA NIA N!A tNALUE1 
GENUINE PARTS CO GPC 13.062.4B 0.08% 2.71% 9.00% 11.83% 0 0089% 0.0008% 
GAP tr-.'C/THE GPS 18.346.14 0.11% 220% 12.50% 14.84% 0.0157% 0.0133% 
GARMNlTD GRM,"J 10,874.18 0.06% 3.44% 1.50% 4.97% 0.0031% 0.0009;', 
GOlDMAN SACHS GROUP INC GS 74.29828 0.43% 1.38% 13.00% 14.47% 0.0622% 0.0559% 
GOODYEAR TIRE & RUBBER CO GT 6,136.74 0.04% 0.81% It .50% 12.36% 0.0044% 0.0041% 
WW GRAJ~.:GER INC GW"I'i 17,254.62 0.10Yo 1.71% 12.50% 14.32% 0.0143% 0.0125% 
HALLIBURTON CO HAL 53.454-.63 0.31% 0.95% 14.50% 1552% 0.0480'1. 0.0448% 
1--!Aro,'AN UTERNAT!ONAL HAR 7,200.62 0.04% 1.14% 19.50% 20.75% O.OOM% 0.0081% 
HASBROINC HAS 6.99324 0.04'1. 320% 7.00% 10.31% 0.0042% 0.0028% 
J--ltR-.ITII\'GTON. BM'CSHARES Jt.'C HBAN 7,4S9_61 00" 2.21% 6.00% 8.28% 0.0036% 0.0026% 
I-IUOSON CfTY BANCORP II>'C HCBK 5,130.95 0.03% 1.85% 0.00% 1.65% 0.0005% 0.0000% 
HEALTH CARE REfT INC HCN 0.00% 5.09'f. 0.00% '"% 0.0000% 0.0000% 

HCP '-" HCP O_OOo/. 528% 0.00% 5.28% 0.0000% 0.0000% 
I-lOME DEPOT INC HD 110.92220 0.84% 2.39% 14.50% 17.06% 0.1095% 0.0931% 
HESS CORP HES 28,72125 0.17% 1.11 'h -1.00;', 0.10% 0.0002% -0.0017% 
HARTFORD FINAJ-.'C!AL SVCS GRP HlG 15.522-34 0.09% 1.73% 11.00% 12.83'>'. 0.0115% 0.0099% 
HARLEY-DAVIDSON lt.'C HOG 15,757.86 0.09% 1.54-% 13.50% 15.14% 0.0138% 0.0123% 
HONEYVo'ELL INTERNATIONAL ~''C HDN 71,816.3-2 0.41% 1.97% 9.50% 11.56% 0.0479% 0.039-l-% 
STARWOOD HOTELS & RESORTS HOT 15,10907 0.09% 1.79% 11.00% 12.89% 0.0113% 0.0096% 
HEU"-ERJCH& PAYNE HI' 11,495.00 0.07% 2.35% 9.50% 11.96% 0.0080% 0_0063o/. 
HE\'ILETT..PACKARD CO HPQ 60,35022 0.35% 2.01% 0.00% 2.01% 0.0070% 0.0000% 
H!R BLOCK lh'C HRB 8,020.e.5 0.05% 2.74% 10.00% 12.88% 0.0060% 0.0046% 
HORMEL FOOOS CORP - 12,222.46 O.Ql'h 1.81% 11.00% 12.91% 0.0091% 0.0078% 
HAAAJSCORP HRS 8,111.87 0.05% 2.3l% 1.50% 3.85% 0.0018% 0.0007% 
HOSPiRA O''C HSP 8,016.00 0.05% 0.00% 7.00% 7.00% 0.0032% 0.0032% 
HOST HOTELS & RESORTS lt.'C HST 0.00% 2.88% 0.00% 2.88% 0.00007. 0.0000% 
HERSHEY COfHIE HSY 21,79U9 0.13% 2.05% 11.5(1% 13.67% 0.0172% 0.0145% 
HtJ..l,'ANAINC HUM 18.993.93 0.11% 0.91% 7_5()'1, 8.44% 0.0093% 0.0082% 
INTL BUSII>'ESS I.'ACHINES CORP IBM 187,9-l-2.10 1.09, 2.37% 7.50% 9.00% 0.1083% 0.0316% 
INTERCONT!NENTALEXCI--IAI'-.'GE GRO ICE 22,488.60 0.13% 1.34% 18.50% 19.96% 0.0260% 0.0241% 
INTL FLAVORS & FRAGRAI\'CES IFF 7.980.52 0.05% 1.65% 7.00% 8.71% 0.0040% 0.0032% 
lNTL GAME TECHNOLOGY IGT 3,072_68 0.02% 3_54% 10.50% 14.23% 0.0025% 0.0019'1> 
INTEl CORP INTC 130,017.80 0.75% 3.44% 6.00% 9.54% 0.0718% 0.0451% 
tururr 11-.<c INTU 22,204.74 0.13% 0.97% 10.00% 11.02% 0.0142'1> 0.012a'f.. 
INTERNATIONAL PAPER CO IP 20,175.29 0.12% 3.01% 12.00% 15.19% 0.0177% 0.0140% 
!NTERPUBllC GROUP OF COS ~''C lPG 7,858.78 0.05% 2.05% 12.00% 14.17% 0.0064% 0.0055% 
!NGERSOLL·RAND PLC IR 15,499_08 0.09% 1.75% 12_50% 14.36% O.D129% 0.0112'1> 
IRON MOU.'fTAIN IUC !RM 5,723_05 0.03% 3.62"' 6.50% 1024% 0.003-4% 0.002210 
lllTUfTNE SURGICAL tr,'C ISRG 14,002.18 0.08% 0.00% 6.50% 6.50% 0.0053% 0.0053% 
lllNO!S TOOl WORKS nw 35.424.63 020% 1.!?6% 10.50% 12.56% O.D257% 0.0215% 
11-NESCO lTD "' 15,325.45 0.09% 2.82% 14.00'1. 17.02% 0.0151% 0.0124% 
JABIL CIRCUIT lNC JBL 3,682.74 0.02% 1.77'1. ioo'k 4.60% 0.0010% 0.0000% 
JOHNSON CONTROlS t.'.'C JCI 31,73-3.42 0.18% 1.84% 12.00% 13.95% 0.0256% 0.0220% 
JACOBS ENGINEERING GROUP INC JEC 7,011.10 0.04% 0.00% 12.00% 12_00';(, 0.00-19% 0.0049% 
JOHNSON&. JOHNSON JNJ 285.478.70 1.65% 2.77% 6_50% 9.36% 0.1546% 0.1074% 
JUN:PER h'ETWORKS lt.'C Jh'PR 12.231.44 0.07% 1.22% 16.50% 17.82% 0.0126% 0.0117% 
JOY GLOOAL th'C JOY 5,793.87 0.03% 1.21% 2.00% 322% 0.0011% 0.0007Y, 
JPMORG#l CHASE & CO JPM 204,895.70 1.19% 2.93% 7.50% 10.54% 0.124S'h 0.0889% 
NORDSTROM INC ~·m 13,046.80 0.08% 2.00% 8.50% 10.59';!0 0.0080% O.OOM, 
KElLOGG CO K 24.543.48 0.14% 2.75% 6.50% 9.34% 0.0133% 0.0092¥. 
KEY CORP KEY 11,759.91 0.07% 1.00% 6.00% 8.02% 0.0055% 0.0041% 
KIMCO REALTY CORP KIM 0.00% 4.08% 0.00% 4.08% 0.0000% 0.0000% 
KLA-TENCOR CORPORA T!ON KLAC 10.553.17 0.06% 2,8:3% 6.00% 8.91% 0.0054% 0.0037% 
K\l,!BERl Y-a.ARK CORP IQ,IB 41,541.04 0.24% 3.05% 8.50% 11.68% 0.0281% 0.0204% 
KtiOER MORGAN lo''C IQ,!J 34,805_&6 020% 4.98% 15.00% 20.35% 0.0410% 0.0302;.; 
CARMAXL'IC KMX 9,940 34 0.06% 0.00% 10.50% 10.50% 0.0060% 0.0061)% 
COCA .colA CO/THE KD 178.227.40 1.03% 3.08% 6.50% 9.68% 0.0998% 0.0670% 
M.'CHAEL KORS HOI.Dlh'GS l TO KDRS WA WA NIA NIA N!A NIA f!VALUE! 
KROGER CO KR 23,525.4B 0.14% 1.53% 9.50-% 11.10% 0.0151% 0.0129% 
KRAFT FOODS GROUP INC KRFT 34.435 29 020% 3.63% 0.00% 3.63% 0.0072'1. 0.0000% 
KOHLS CORP KSS 11,157.68 0_06% 3.03% 7.50% 10.64% 0.006-9% 0.0048% 
10\.NSAS CITY SOUTHERN KSU 11,704.38 0.07% 1.06% 14.00'1> 15.13% 0.0102% 0.0095% 
LOE'o'iSCORP L 16.6S8.20 0.10% 0.56% 16.001', 16.63% 0.0161% 0.0154-% 
LBRANOSINC LB 16,4ii6.79 0.10% 2.40% 8.50% 11.00'1> 0.0105% 0.0081% 
lEGGETT & PlATT INC LEG 4,618.76 0.03% 3.60% 12.5lfh 16.33% 0.0044% 0.0033% 
LENNAR CORP-A LEN 7,97022 0.05% 0.41% 27.00'1> 27.47% 0.0127% 0.0125%· 
LABORATORY CRP OF AJ~ER HLDGS LH 8.504.59 0.05% 0.00% 5.00% 5.00% 0.0025% 0.0025% 
l-3 COM'.'UN!CATIDNS HOLDINGS LLL 10,041.4S 0.06% 2.07% 4.00% 6.11% 0.0036% 0.0023% 
UNEAA TECI-tr-.'OlOGY CORP LLTC 10,768.55 0.06% 2.37% 6.50% 8.95% 0.0056% 0.004014 
ELJLlllY&CO LLY 64,061.64 0.37% 3 28% -2.50% 0.74'1. 0.0027% -0.0093% 
LEGG MASON lh'C U.< 5,826.32 0.03% 1.31% 14.00% 15.40% 0.0052% 0.0047% 
LOCKHEED MARTIN CORP LMT 51,636.77 0.30% 3.44% 7.50'h 11.07% 0.0331% 0.0224% 
lii.'COLN NATIONAL CORP tt.'C 12,742 57 0.07% 1.40% 8.00% 9.46% 0.0070% 0.0059% 
LORILLARO lf\'C LD 21,602.13 0.12% 4.13% 1Ul0% 15.36% 0.0192o/. 0.0137% 
LOWE'S COS INC lOW 49,234_50 028% 1.54-% 15.00'1. 16.66% 0.0474% 0.0427% 
lAM RESEARCH CORP lRCX 9,600.40 0.06% 1.22'1. 13.50% 14.W% 0.0082% 0.0075% 
lEUCAD-IA NATIONAL CORP LUK WA NIA NIA NIA WA NIA RVALUEJ 
SOUTH'WEST AIRLINES CO LW 17.482.87 0.10% 0.95% 16.50% 17.53% 0.0177% 0.0167% 
lYDNOEllBASHliNDU-Cl A LY8 WA WA NIA NIA NIA NIA RVALUEJ 
IMCY'Sit.'C " 21.228.19 0.12% 2.17% 14.00% 16.32% 0.0200% 0_017Z:f, 
MASTERCARD INC-ClASS A I, lA 91,73-3.25 0,3% 0_58% 14.00'1> 14.62% 0.0776% 0.0743'1. 
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""""""' Ti<l>< Ca@:a';.zatioo We"aht in lode:.: D.'ridend Y~e-ld GrcrAth Est. DCFResult OCFR ... MC Weighted Growth 

I,'ACERJCH COffHE MAC 0.00% 3.81% 0.00% 3.81% O_OOOOlf. 0.0000% 
I.'ARR!OTT INTERNATIONAL -Cl A tMR 17.2%.95 0.10% 1.36% 12.50% 13.95% 0.0140% 0.0125% 
/,1ASCO CORP tMS 7,311_54 001% 1.72% "'"' 35.51% 0.0\50% 0.0142% 
I.'ATTEL!NC tMT 13,132.80 0.08% 3.93% 7.00% 11.07'/o 00084% 0.0053% 
MCOONAl_D'S CORP MCO 101,466.50 0.59% 3.16% 7.00% 10.27% 0.0603% O.MII'h 
MICROCHIP TECHNOLOGY 11\'C MCHP 9,246.99 0.05% 3.06% 9.00% 1220% 0.0005% 0.0048% 
MCKESSON CORP MCK 42,248.83 0.24% 0.52% 14.00% 14.56% 0.0356% 0.0342% 
MOODYS CORP MCO 17,499.89 0.10% 1.37% 11.50% 12.95% 0.0131% 0.0116\4 
MONDELEZ INTERNATIONAllt\'C-A MOlZ 63,233.96 0.37% 1.50% 7.50% 9.06% 0.0331% 0.0274% 
MEDTRONIC lh'C MOT 59,678 37 035% 2.01% 7.50% 9.59% 0.0331% 0.0259% 
METUFE INC MET 56,752.28 0.33% 2.77% 7.50'!. 1037% 0_03-\1'/, 0.0246% 
MCGRAW Hill F!NAI--.'CIAL 1!'-.'C MHFI 21,678.01 0.13% 1.51% 0.00% 1.51% 0.0019'1. 0.0000'1. 
MOHAWK INDUSTRIES INC Mt-« 9,742. to 006% 0.00% 15.50% 15.50'1. o.ooan. 0.0087% 
MEAD JOHNSO.'J NUTRITION CO I.IJN 17,334.12 0.10'1. 1.75% 11.00% 12.85% 0.0129% 0.0110% 
MCCORM:cK & CO-NON VTG SHRS MKC 9.227.66 0.05% 2.18% 7.50% 9.76% 0.0052\4 0.0040'1. 
MARSH & MClE~ COS l.tl.ie 27,16.9.49 0.16% 2.26% 1250% 14.90"% 0.0234% 0.0100% 
3-M CO M.W.t 91,801.74 0.53% 2.44% 9.00% 1155% 0.0613% O.O-t78% 
MONSTER BEVERAGE CORP I,'NST 11,588.25 0.07% 0.00% 14.50% 14.50% 0.0097% 0.0097% 
ALTRIA GROUP 11"-.'C MO 60J9{L48 0.47% 4.72;:', 10.50% 15.47% 0.0723% 0.0491% 
MONSANTO CO MON 62,567.96 0.36% 1.44% 11.50% 13.02:% 0_1).$71% 0.0416\4 
MOSAIC CO!THE MOS 21M6.60 0.12% 2.43% 6.00% 8_50% 0.0104% 0.0073'1. 
M~RATHON PETROLEUM CORP MPC 25,203_90 0.15% 2.00% 0.00% 2.00% 0.0029% 0.0000% 
MERCK & CO. ll..'C ''RK 185,324.40 0.00'!. 3.12% 2.00% 5.15% O_M93% 0.0191% 
MARATHON OIL CORP MRO 24,&3<1.58 0.14% 2.27% 9.00% 11.37% 0.0162% 0.0128% 
MORGAN STANLEY '~ 59.919.54 0.35% 1.32:% 30.00% 31.52% 0.1093% 0.1040% 
MICROSOFT CORP 1.\SFT 331,216.00 1.92% 2.99% 7.00% 10.09% 0.193.5% 0.1341% 
MOTOROlA SOLUTIONS ll\'C '~' 16,937.81 0.10% 2.00% 8.00'1. 10.08% 0.0099';!, 0.0078% 
M & T BN-lK CORP MTS 15.872_eo 0_09% 2.32% 5.007. 7.38% 0.0068'!. 0.0046% 
MICRO.'J TECHNOlOGY 0\:C MU 29,071.90 0.17% 0.00'1. 60.50% 80.50% 0.1354% 0.1354% 
MURPHY Oil CORP MUR 10,973.12 0.06% 2.0-t% 9.00% 11.13% 0.0071% 0.0057% 
MEADWESTVACO CORP J,fi'N 8.979.47 0.04% 2.50% 11.00% 13.&4% 0.0055'{, 0.0044% 
MYlAN h'>'C t.IYL 17,705_M 0.10% 0.00% 14.00% 14.00% 0.0143% 0.0143% 
NAVlENT CORP NA~ NIA N!A NIA t•A N!A NIA #VALUE! 

1"-.'0BLE ENERGY ''>'C NBL 25,268AO 0.15'1. 1.03% 15.00'!'. 16.11% 0.0235% 0.0219% 
NABORS !NOUSTRIES lTD NBR 7,677.72 O.Q.-1% 0.62% 22.507'. 23.19% 0.0103% 0.0100% 
NASDAQ OMX GROUPfTHE NDAO 6.157.82 0.(»% 1.85% 8_50% 1022% 0.0036% 0.0030% 
NOBLE CORP PLC NE 7,768.17 0.0-t% 4.91% 23.50% 28.99% 0.0130% 0.0106% 
I"-. 'EXT ERA ENERGY 11-.'C NEE 42,146.44 0.24% 3.07% 6.00% 9.16% 0.0223% 0.0146% 
NB'/MONT M~~li-.'G CORP NEI.! 11.645_6.4 0.07% 0.43% -17.50% -17.11% --0.0115% --0.01181:. 
NETFLIX 11-.'C NFLX 23,4B4.49 0.14% 0.00% 29.00% 29.00'1. 0.0394% 0.0394% 
NB'IFlELD EXPLORATlON CO NFX 4.738.65 0.03% 0.00% -1.0010 -1.00'/, -0_0003% --0.0003% 
N~OURC-E INC " 11,707.41 0.07% 2.80% 10.5014 13.45% 0.0091% 0.0071% 
WKE ll.'C -C-L 8 h~E 65,969.28 0.38% 1.28% 12.50% 13.&6% 0.0529% 0.0477% 
WELSENNV NI.5N 18,104.56 0.10% 2.09% 12.50% 14.72% 0.0154% 0.0131% 
1\'0RTHROP GRUM\1AN CORP NOC 25A78.33 0.15% 2.36% 5.00% 7.42% 0.0109% 0.0074% 
NAT!O.'lAJ.. OfL\'IEll VARGO 11-.'C h<JV 35,3(12.88 0.20% 2.23% 10.50o/o 12.85% 0.0262% 0.0214% 
NRG ENERGY INC NRG 10,849.84 0.06% 1.66% 7.00% 8.72% 0.0055% 0.0044% 
NORFOLK SOUTHERN CORP N5C 3(1,607.34 0.18% 2.18% 8.50% 10.77,. 0.0191% O.Qt51% 
t-.'ETAPP 11-.'C NTAP 12,0-t8.51 0.07% 1.6J% 9.50% 11.42% 

0 "'''" 
0.0066% 

1\'0RTHERN TRUST CORP NTRS 14,266.90 0.08% 2.19% 9.50% 11.79'!. 0.0097% 0.0078'!. 
NORTHEAST UTILITIES -~ 14,366.51 0.08% 3_58% 8.00% 11.72% 0.0097% 0.0066% 
NUCORCORP ""' 16,222.61 0.09% 2.91% 22.00% 25.23% 0.0237% 0.0206% 
tMD!ACORP NVDA 10_415.56 0.06% 1.80% 6.50% 8.42% 0.0051% 0.003W. 
NEWELL RUBBEAA'AID !NC tNIL 8,060.27 0.05% 233'!. 12.50% 14.98% 0.0070% 0.0058% 
NEW'S CORP- a.ASS A I-N/SA 9,940.12 0.00% 0.001'i 0.00% 0.00% 0.0000% 0.0000% 
OWENS-Illlh'OIS INC ot 5,376.27 0.03% 0.00% 8.50\4 6.50% 0.0026'!. 0.0025% 
o.'>'EOK INC OKE 13.376.11 0.08% 3.6.4% 10.00% 13.62% 0.0107% 0.0077% 
OM'J!COI.I GROUP OMC 17,899.55 0.10% 2.89% 10.50% 13.54% 0.0140lfo 0.0109% 
ORACLE CORP ORCL 186,134.10 1.08,., 1.35% 9.50% 10.91% 0.1175% 0.1023% 
ORElLL Y AUTOMOTIVE INC ORI.Y 15,745.60 0.09% 0.00% 12.00"" 12.00% 0.0109% 0.0109% 
OCCIDENTAL PETROLEUM CORP OXY 76,385.24 0.44% 2.99% 3.50% 6..54% 0.0289% 0.0155% 
PAYCHEXINC PA\'X 14.6-.."a.69 0_09% 3.76'1. 8.00% 11.91% 0.0101% 0.0068% 
PEOPlE'S Uh~TED Ft.'W..'CfAl. PBCT 4,318.85 0.02'1. 4.58% 14.00% 18.90% 0.0047% 0.0035% 
PITNEY BOWES ll\'C Plll 5,389.32 0.03% 2.82% 2.00% 4.85% 0.0015% 0.0006% 
PACCARII-.'C PCAR 22,108.45 0.13% 2.89% '"'"' 15.57% O.ot99% 0.0160% 
PG&ECORP PCG 7!J,710.77 0.12% 4.08% 5.00% 9.1S% 0.0110% 0.0060% 
PLUM ffiEEK TIMBER CO PQ 7,523.21 0.04% 4.14% 12.50% 16.90% 0.0074% 0.0054% 
PRiCEL!NE GROUP INC/THE PClN 61,594.87 0.36% 0.00% 22.00% 22.00% 0.0784';1, 0.0784% 
PRECISION CASTPARTS CORP PCP 35,805.71 0.21% 0.05% 13.00% 13.05% 0.0270% 0.0269";'; 
PATTERSON COS 11-.'C POCO 3.%6.35 0.02% 2.14% 10.00% 12.25% 0.0028'1. 0.002:3;!. 
PUBliC SERVICE ENTERPRISE GP PEG 19.031.02 0.11% 3.96% 200% 6.00% 0.0066% 0.0022% 
PEPSICO ll\'C PEP 130.851.80 0.76% 3.00% 850% 11.69% O.C!8S5% 0.0644% 
PETs,!,IART INC PETM 5.610.68 0.03% 1.45% 11.50% 13.03% 0.00-12% 0.0037% 
PFIZER 11-.'C PFE 192,228.50 1.11% 3.51% 10.50% 14.19% 0.1579% 0.1168% 
PRINCIPAL FINANCIAL GROUP PFG 13.6-39.00 0.08% 2.76% 10.00% 12.90% 0.0102% 0.0079% 
PROCTER & GAUSLE CO!THE PG 218_235.70 1.26% 3.19% 7.50% 10.81% 0.1365% 0.0947% 
PROGRESSIVE CORP PGR 14,990.33 0.09% 1.!~5% 14.00% 16.09% 0.014()% 0.0121% 
PARKER H.IIJ..'ti'IH'J CORP PH 1S,I52.32 0.11% 1.58% 6.50% 8.13% 0.0085% 0.0008% 
PUL TEGROUP INC PHt.t 7,287.82 0.04% 1.04% 31.50% 32.70% 0.0138% 0.013:>% 
PERI<INEU,!ER 11-.'C "~ 4,984.49 O.oJ% 0.64% 7.50'/, 8.16% 0.0024% 0.0022% 
PROLOGIS INC PLO 0.00% 3.31% 0.00% 3.31% 0.0000% 0.0000% 
PALL CORP PLL 9.328.68 0.05% 1.29% 9.50% 10.85% 0.0059% 0.0051% 
PHILIP MORRIS INTERNATIONAL PM 136,011.80 0.79% 4.36'Yo 7.50% 12.02% 0.0946% 0.0590% 
Pl'-.'C F~'W.'CIAL SERV!CES GROUP PNC 44.819.97 026% 228% 5.50% 7.84% 0.0203% 0.0143% 
PENT AIR LTD-REGISTERED PNR 14,427.42 0.08% 1.35% 16.50% 17.96% 0.0150% 0.0138% 
P~"lNACLE WEST CAPITAL PNi'/ 6,062.85 0.04% 422% 4_00'/, 830% 0.0029% 0.0014% 
PEPCO HOLDll\'GS h'<C POM 6,94399 0.0-t% 389% 7.00% 11.03% 0.0044% 0.0028% 
PPG !NOUSTRJES INC Pl'G 27,147.35 0.18% 1.37% 11.50% 12.95% 0.0203% 0.0181% 
PPl CORPORATION PPL 21,100.67 0.127> 4.47% 0.00% 4.47% 0.0055% 0.0000% 
PERRJ<30 CO PLC PRGO 18.307.65 0.11% 0.31% 13.50% 13.83% 0.0147% 0.0143% 
PRUDENTIAL FINANCIAL INC PRU 37,557.54 022% 2.6.4% 10.00% 12.77% 0.0278% 0.0217% 
PUBliC STORAGE PSA 0.00% 3.35% 0.00% 3.35% 0.0000% 0.0000% 
PHLUPSSS PSX 46.614.31 0.27% 2.43% 0.007'> 2.43% 0.0066% 0.0000% 
PVHCORP PVH 10,777.71 0.06% 0.11% 10.50'1. 10.62% 0.0066% 0.0065% 
QUANTA SERVICES INC PVoR 7,142,59 0.0-t'h 0.00% 19.50% 19.50% 0.0081% 0.0081% 
PRAXAIR l.'lC PX 36,166.37 O.ZO% 2.06% 10.50% 12.67% O.C26iff> 0.0232% 
PJONEER NATURAl RESOURCf'S CO PXD 29,001.83 0.17% 0.04% 19.50% 19.54% 0.0328% 0.0327% 
QUALCOM\11NC QCOM 134,138 7f) 0.78% 2.11% 9.50% 11.71% 0.0909% 0.0737% 
QEP RESOURCES lr--.'C OEP 5.511.94 003% 0.38% 11.50% 11.88% 0.003S% 0.0037% 
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Company TdM Cap)_af<mtO!l Weight ill !nde:< Df.".deod Yi'e'!d Gro-,..th Est DCF Res~.~-'!. DCF Resu't MC Weighted Growth 

RYDER SYSTEM INC R 4,SSS_S6 0.03% 1.65% 13.00% 14.76% 0.0038% 0.0033% 
REYNOlDS AJ.'ER!CAN lh'C RN 31,373.66 0.18% 4.58% 9.50% 14.3.0% 0.0260% 0.0112% 
RCJ.'/Nl. COMPAJIIES PLC-A ROC 3,754.31 0.02% 1.33'/; 28.50% 30.02% 0.0065% 0.0062% 
REGEf>.'EROl'.J PHA.ro.-IACEUTICAl.S REGN 29,442.92 0.17% 0.00% 35.50% 35.50% 0.0605% o_oros;; 
REGIO.'IS FINANCIAL CORP RF 13,901.:!0 O.Ga% 2.08% 13.00% 15.22% 0.0122¥. 0.0105% 
ROBERT HALF L'ITL ~IC RHI 6,103.52 0.04% 1.62% 12.00% 13.72% 0.0048% 0.00427> 
RED HAT ~'>C RHT 9,57267 0.06% 0.00% 12_00% 12.00% 0.0000% 0.0066% 
TRA.'<SOCEAN LTD RIG 15,424.14 0.09% 5.26% 13.00% 18.60% 0.0166'{, 0.0116% 
RALPH LAUREN CORP Rl 13,61024 0.08% 1.19% 9.00% 10.24% 0.0081% 0.0071% 
ROCKWELLAUTOI,'ATION INC ROK 16,596.79 0.10% 1.94% 8.50% 10.52% 0.0101% 0.0082% 
ROPER INDUSTRIES 11-.'C ROP 14,03.9.03 0.08% 0.57% 11.00% 11.60% 0.0094% 0.0089% 
ROSS STORES INC ROST 14,533.90 0.08% 1.22:% 9.00% 10.27% 0.0080% 0.0076% 
RANGE RESOURCES CORP RRC 14,268.2(1 0.08% 0.18% 32.50% 3.2.71% 0.0170% 0.0268% 
REPUBLIC SERVICES 11\'C RSG 12,451.99 0.07% :J..16% 9.00% 12.30% 0.0089% 0.0065% 
RAYTHEON COMPANY RTN 30,085.10 0.17;.', 2.52% 9.50% 12.14% 0.0211% 0.01651'> 
STARBUCKS CORP SBUX 53,842.73 031% 1.63% 18.50% 20.28% 0.0032% 0.0576% 
SCANACORP SCG 7,243..17 0.04% 4.13% 5.00% 9.23% 0.003.9% 0.0021% 
SCI--r.'IAB (CHARLES) CORP SCl-f.'J 33,302.88 0.19% 0.94% 10.50% 11.49% 0.0221% 0.0202% 
SPECTRA ENERGY CORP SE 27,168.50 0.16% 3.:W)(, 3.00'1> 6.40"1. 0.0101% 0.0047%. 
SEALED AJR CORP SEE 7,016.78 0.04% 1.60% 19.50"' 21.26% 0.0086% 0.0079% 
SHERWIN-WILLIAMS COffHE SHW 19,810.09 0.11% 1.15% 15.50% 16.74% 0.0192:% 0.0178% 
S!GP.'A-ALORICH sw. 11,535.00 0.07% 0.95% 7.50% 8.49% 0.0057% 0.0050% 
JM SMUCKER CO/THE SJM 10,32:3.72 0.06% 2.41% 7.50% 10.00% 0.00607. 0.0045% 
SCHLUMB-ERGER L TO SLB 132,302_70 0.77% 1.5S% 13.50% 15.19% 0.1162% 0.1033% 
SNAP--ON 1.'-.'C SNA 6,688.41 004% 1.53% 9.00% 10.60% 0.0041% 0.0035% 
SAA'DISK CORP SNDK 21,017.25 0.12% 1.29% 11.50% 12.86% 0.0156% 0.0140% 
SCRIPPS NETWORKS INTER-CL A SNI 10,S93.61 0.06% f.l)fj% a.oo% 9.10% 0.0057% 0.0050-% 
SOUTHERN CO/THE so 38,313.25 0.22% 4.91% 3.50% 8.50% 0.0188% 0.0078% 
SIMON PROPERTY GROUP li\'C S>'G 0.00% 2.99% 0.00% 2.99% 0.0000% 0.0000% 
STAPlES ft-.'C SPLS 7,570.02 0.04% 4.10% -1.50% 257% 0.0011% -0.0007% 
STERICYCLE ll\'C SRCL 9,587.97 0.06% 0.00% 12.00';~ 12.00% 0.0067% 0.0087% 
SEI.'PRA ENERGY SRE 24,159.79 0.14% 2.72:% 6.00:<. 8.80% 0.0123% 0.0084% 
SVNTRUST BANKS ~.'C STI 20,430.66 0.12% 2.10% 15.00% 17.26% 0.0204% O.ot77% 
ST JUDE MEDICAL II,'C STJ 18,379.17 0.11% 1.70% 850% 10.27% 0.0109% 0.0090% 
STATE STREET CORP sn 27,845.16 0.16% 1.86% 9.50% 11.45% 0.0184% 0.0153% 
SEAGATETEC~~OGY STX 16,952.54 0.10% 3.33% 6.50% 9.94% 0.0097% 0.0064';1, 
CO.\ISTELlATION SRA.NDS INC-.A STZ 15,742.75 0.09% 0.00% 1650% 18.50% 0.0150% 0.0150% 
STAA'lEY BlACK & DECKER 1.'-.'C SWK 13,441.45 0.08% 2.32:<> 10.00% 12.44% 0.0097% 0.0078% 
SOUTHWESTERN ENERGY CO SWN 15,648.91 0.09% 0.00% 11.00% 11.00% 0.0100% 0.0100% 
SAI-EWAY 11-.'C swv 7,892.43 0.05% 2.68% 8.50% 11.29'% 0.0052% 0.0039% 
STRYKER CORP SVK 30,551.10 0.18% 1.51% 13.50% 15.11% 0.0267% 0.0239% 
SYMANTEC CORP SYMC 15,366.33 0.09'/, 2.70% 9.50% 12.33% 0.0110% 0.0084% 
SYSCOCORP S\'Y 21,314.72 0.12% 3.18';(, 8.50\io 11.82% 0.0146% 0.0105% 
AT&T 11-.'C T 183,78-UO 1.06% 523% 7.007> 12.41% 0.13.20% 0.0744% 
MOlSON COORS BREWI/'-!G CO-B TAP 12,374.24 0.07% 229% 8.50% 10.89% 0.0078% 0.0081% 
TERADATACORP TDC 6,468.85 0.1}4% 0.00% 7.00% 7.00% 0.0026% 0.0026% 
TECO ENERGY ~·<e TE 3,735.58 0.02% 5.14% 4.50% 9.76% 0.0021% 0.0010% 
INTEGRYS ENERGY GROuP I!,'C TEG 4,614.96 0.03% 4.68% 3.50% 8.26% 0.00227'0 0.0009% 
TE CO.'S'iECTMTY LTD TEL 23,45-4.00 0,14% 2.02% 8.50Yo 10.61% 0.0144% 0.0115% 
TAAGETCORP TGT 35,372.18 0.20% 3.36% 5.50% 8.95% 0.0183% 0.0113% 
TENET HEAL THCARE CORP THC 4,581.43. O.O:J.% 0.00% 2800% 28.00% 0.0074% 0.0074% 
TIFFANY & CO TIF 12,388.52 0.07% 1.57% 12.5{f;l, 14.17% 0.0102% 0.0000% 
TJX COMPANIES 11\'C TJX 39.450.15 0.23% 1.26% 12.50% 13.84% 0.0316% 0.0285% 
TORCH.~'ARK CORP TMK 7,272.52 0.0-1% 0.94% 5.50% 6.47% 0.0027% 0.0023% 
THERMO FISHER SCiENTIFIC h'-'C TMO 46,24<1.88 0.27% 052% 13.00% 13.55% 0.0363% 0.0348% 
TRJPADV!SOR ~'-.'C TR~ 12,982.67 0.08% 0.00% 23.50% 23.50% 0.01777'0 0.0177% 
T ROWE PRICE GROUP ft-.'C TROW 21,247.90 0.12% 2.21% 12.00% 14.34% 0.0176% 0.0148% 
TRAVELERS COS lNCfTHE TRV 32,879.03 0.19% 2.37% 9.50lfo 11.98% 0.0228% 0.0181% 
TRACTOR SUPPlY COMPANY TSCO 8,819.36 0.05% 1.01% 16.00% 17.09"% 0.0087% 0.0082% 
TYSON FOODS ~'IC-Cl A TSN 13,63352 0.08% 0.77% 12.Wh 12.82% 0.0101% 0.0095% 
TESORO CORP TSO 7,145.35 0.0-1% 1.84% 15.50\f, 17.48% 0.0072% 0.0064% 
TOTAL SYSTEM SERiflCES ll..'C TSS 5,747.89 0.03Yo 1.31% 9.50,-. 10.87% 0.0036% 0.0032";1, 
TIME WARNER CAB!.E n'IC 39,151.66 023% 2.14% 10.00% 12.25% 0.0277% 0.0227% 
TL\IE WARNER INC TWX 61,993.42 0.36'1o 1.82% 11.oo;r, 12.92% 0.0463% 0.0395% 
TEXAS INSTRUMENTS 11\'C TXN 49,801.25 0.29% 2.60'%. SJJO'h 10.70'!. 0.0308% 0.0231% 
TEXTRON 11\'C TXT 10,620.06 0.06% 0.29% 17.00\io 17.31% 0.0106% 0.0104% 
TYCO INTER.'tATIOI--W. LTD TYC 19,716.97 0.11% 1.68% 15.00% 16.81% 0.0192% 0.0171% 
UNDER ARMOUR INC-ClASS A UA 10,2:05.60 0.06% 0.00% """' 23.00% 0.0136% 0.0136% 
UMTEDHEAlTH GROUP 11\'C IJI-.'H 77,399.91 0.45% 1.4l% 10.00";(, 11.50% O.o-515% 0.044<1% 
IJ.'-.'UMGROUP """ 8,831.00 0.05% 1.74% 7.50% 9.31% 0.0046% 0.0037% 
UI-.~ON PAC!FlC CORP "''~ 88,472 06 0.51% 1.80% 11.00";(, 12.96% 0.0664% 0.0583% 
UI\~TED PARCEL SERVICE-Ct. B ues 94,543 80 0.55% 2.64% 7.50:<0 1024% 0.0560% 0.0410% 
URBAN OUTFITTERS INC URBN 4,790.92 0.(}3% 0.00% 14.50% 14.50% 0.0040% 000<0% 
US BANCORP USB 75,334.77 0.44% 2.27% 5.50% 7.63% 0.0341% 0.0240% 
UN!TED TECHNQLOG!ES CORP liTX 105,460.70 0.61% 2.05% 9.50% 11.65% 0.0711% O.OSBO% 
VISA 11\'C-CLASS A SHARES v 161,424.30 0.93% 0.84% 16.50% 17.41% 0.1626% 0.1541% 
VAR!AN MED!CAL SYSTEMS R-.'C VAA 8,462.99 0.05% 0.00% 6.00% 6.00?'. 0.0029"?'. 0.002!rlo 
VFCORP VFC 27,038.22 0.16"% 1.68% 11.50% 13.28'1. 0.0208% 0.0180% 
V!ACOM .. '.'C-CLASS 8 VIAB 37,212.46 0.22;!, 1.56% 13.00% 14.66% 0.0316% 0.0280% 
VALERO ENERGY CORP VlO 29.279.56 0.17% 1.83% 15.00% 16.97% 0.0287% 0.0254% 
VUlCAN MATER!Al.S CO VMC 7,83S29 0.05% 0.33% 0.00% 0.33% 0.0001% 0.0000% 
VORNADO REALTY TRUST VNO 19,518.46 0.11% 2.82% 6.50% 9.41% 0.0106% 0.0073% 
VERlSIGN INC VRSN 6,502.03 0.0-1% 0.00% 16.00% 16.00% 0.0060% 0.0060'% 
VERTEX PHARMACEUTICALS ~.'C VRTX 16,641.03 0.10% 0.00% 0.00% 0.00% O.QOOO-% 0.0000% 
VENT AS !1->'C VTR O.OO'h 4.39% 0.00% 4.39% 0.0000% 0.0000'% 
VERIZON OOW.ruNICATIOo'-,IS !1,'C vz 204,779.80 1.18% 4.29% 10.5(}% 15.02"7. 0.1779% 0.1244% 
WALGREEN CO WAG 66,640.94 0.39% 1.80% 10.5(}% 12.39% 0.0478'h 0.0405% 
WATERS CORP WAT 8,508 32 0.05% 0.00% 7.50% 7.50% 0.0037% 0.0037% 
WESTERN DIGITAL CORP woe 19,6-55.40 0.11% 1.91% 6.00% 7.97% 0.0091% 0.0088% 
WISCONSb.'-,1 ENERGY CORP WEC 10,173.16 0.06% 3.53% 6.00% 9.64% 0.0057% 0.0035% 
WELLS FARGO & CO WFC 263,233.80 1.52% 2.80% 8.50% 11.42% 0.1739'/o 0.1295';(, 
VIHOLE FOODS MARKET INC WFM 13,927.50 0.08% 1.44'f> 15.50';<', 17.05% 0.0137% 0.0125% 
WHIRlPOOl CORP WHR 11,233.53 0.06% 2.06% 10.50% 12.67% 0.0082% 0.0068% 
WINDSTREN,I t-IOL[}:NGS ~'-.'C WIN 5,665.38 0.03% 10.64% 4.00% 14.6-5% 0.0049% 0.0013.% 
WELLPffi\11 INC WcP 3<>,319.15 0.18% 1.63% 6_50, 8.1S% 0.0144% 0.0114% 
WASTE 1-MNAGH/.ENT INC WM 20,231.25 0.12% 3.47% 7.50Yo 11.10% 0.0130% 0.0088% 
WILLIAMS COS 1-l-.'C WMB 31,%1?..95 0.18% 3.75% 8.00¥. 11.00;;, 0.0220% 0.0148% 
WAL-I.WU STORES INC WMT 243,735.90 1.41% 2.55% 7.50% 10.15% 0.1431% 0.1058% 
WESTERN UNION CO wu 8,691.63 0.05% 3.18% 6.00% 9.28% 0.0047% 0.0030% 
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Marto;et 

"""""'' Tid" cae:!ar<zat:OO 

WEYERHAEUSER CO 
WYNDHAM WORLDWIDE CORP 
WYNN RESORTS L TO 
U.'~ITEDSTATES STEEL CORP 
XCEL ENERGY INC 
XLGROUPPlC 
Xli.INXINC 
EXXON MOBIL CORP 
DENTSPl Y INTERNATIONAL b'\'C 
XEROX CORP 
XYLEMIUC 
YAHOO! INC 
YUM! BRANDS lr.'C 
ZIONS BANCORPORATIO.'! 
Z1.'.'.1,1ER HOlDll'.'GS 11\'C 
ZOET!SlNC 

Total Marto;e-tGapitat<ult'<:~n: 

Notes: 
111 EqilaiS siim-of CoL [9] 
[2] SOurce: Bloomberg Professional 
(J] Equals [1] -[2] 
[4] SOurce: VakM! Line 

IW 
WYN 

WYNN 
X 

XEL 
XL 

XLJj)( 

XOM 
XRAY 
XRX 
XYl 

YHOO 
YUM 
ZION 
ZUH 
ZTS 

[51 Equals v.elght in S&P 500 based on marke-t capla'izatOO 
[61 SOurce: Va!ue une 
[7] SOurce: Val>.Jo Uno 
[8] Equals !16] x (1 + (0.5:.: [7]))) + [7] 
[9) Equals Col. [5] x COL (8J 
[10] Equals Col. [5]:.: Col [7] 

17,753.56 
9,012.8a 

21.006.26 
3,450_93 

15,184.88 
9.6-92.23 

12,203.04 
435,879.00 

6.649.00 
14.045_94 

6,975.21 
35.236.11 
33.092.54 

5,256.57 
17.280.55 
15,195_33 

17,283,941.97 

Estimated Long-Term 
We~ht In lnde:.: rR..-ri:lood Yield Gro...-th Est 

0.10% 2.9!Yh 17.00% 
0.05'!. 1.96% 10.00% 
0.12'{, 2.40% 9.00'/, 
0_02'1, 0_84% 0.00'1.. 
0_09% 4.03% 5.50% 
0.06% 1.97% 16.00% 
0.07% 2.53% 8_50% 
252% 2.72'1. 6.00% 
0.04% 0.58% 8.50% 
0.08% 2.12% 6.00% 
0_04% 1.34% to.SO'h 

""' 0.00% 8.50% 
0.19% 2.10% 10.50% 
0.03% 0.56% 12.00'h 
0.10% o.ea% 9.50% 
0.09% 0.96% 0.00'!. 

DCF Resu't 

20.15% 
12.06% 
11.51% 
0.84% 
9.84% 
18.13% 
11.14% 
8.80% 
9.10% 
8.18'1. 
11.91% 
8.50% 
12.71% 
12.59% 
10.42"1. 
0.96% 

1101 
we:g,hted 

DCF Resu'l MC Weighted GrO'Nth 

0.0207'1. 
0.0063'1. 
0.0140% 
0.0002% 
0.0085'1. 
0.0102% 
0.0079'1. 
02220'1. 
0.0035% 
0.0067% 
O.CI0-4&'l"> 
0.0173% 
0.0243% 
0.0038'1. 
0.0104% 
0.0008% 

12.70't. 

0_0175% 
0.0052'1. 
0.0109% 
0.0000% 
0.00481<. 
O.QOOO-'f., 
0.0060'1. 
0.1513% 
0.0033"" 
0.0049% 
0.0042% 
0.0173% 
0,0201% 
0.003.0% 
O.OOlJS% 
0.0000% 

A;·erage 
10.5% Gw"th 
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Risk-Free 
Rate 

PROXY GROUP BLOOMBERG AVERAGE BETA COEFFICIENT 
Current 3D-Yo:

1
: Treasury (30-doy avo~~~ [15] 3.42% 

Near-Term Pro ectad 30-Ye:lr Treaswv 116 4.07% 

Risk-Free 
Rato 

PROXY GROUP VALUE LfNE AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-doy averoge) [15] 
Near-Term Pro acted 30-Year Tmasu!V 116 

Notes: 
[1] Sao Notes [7] and [8] 
[2] Source: Schedule RBH-4 
[3) Source: Schedule RBH-3 
[4) Source: Schedule RBH-3 
[5] Usod by Mr. Schofor 
[6] Used by Mr. Murray 
[7] Used by Mr. Gorman, Mr. Murmy, and Mr. Schafer 
[8] Usod by Mr. Gorman 
[9] Equals Col. [1] + (Col. [2] x Col. [3]) 
[10] Equals Col. [1] + (Col. [2] x Col. [4]) 
[11] Equals Col. [1] + (Col. [2] x Col. [5]) 
[12] Equals Col. [1] + (Col. [2] x Col. [6]) 
[13] Equols Col. [1j +(COl. [2] x Col. [7]) 
[14] Equo~ Col. [11 + (Col. [2] x Col. [8]) 
[15] Sourco: Bloomberg Professional 

3.42% 
4.07% 

Copitll Asset Pricing Model Results 
Bloomberg and Value Line Derived Market R~k Premium 

• , . , 0 

Ex-Ante Market Risk Premium 

Bloomberg Veluo Uno 4.6% 4.64% 
Average Beta Market DCF Morket DCF Market Risk Market Risk 

Coefficient Dortvod Dorlved Promium Pmmium 

0.784 10.02% 9.28% 4.60% 4.64% 
0.784 10.02% 9.28% 4.60% 4.64% 

Ex-Ante Market Risk Premium 

Bloomberg Valuo line 4.6% 4.64% 
Average Beta Market DCF Market DCF Market Risk M:lrket Risk 

Coofficiont Derived Dorivod Promium Premium 

o.n3 10.02% 9.28% 4.60% 4.64% 
o.n3 10.02% 9.28% 4.60% 4.64% 

[16] Source: Blue Chip Flnanclol Forecasts, Vol. 33, No.5, May 1, 2014, at 2 

' 

6.2% 
Market Risk 

Premium 

6.20% 
6.20% 

6.2% 
MarketRlsk 

Premium 

6.20% 
6.20% 

0 " '" n " " 
,. 

CAPM Result 
4.6% 4.64% 6.2% 7.3% 

7.3% Bloomberg Valuo Uno Market Morkot Morkot Morkot 
Market Risk Market DCF Morket DCF Risk Risk Risk Risk 

Premium Derived Derived Premium Premium Premium Premium 

7.30% 11.27% 10.69% 7.02% I 7.05% I 8.28% I 9.14% 
7.30% 11.92% 11.34% 7,67% 7.70% 8.93% 9.79% 

CAPM Result 
4.6% 4.64% 6.2% 7.3% 

7.3% Bloomberg V:lluo Uno Morkot Morket Marko! Market 
Market Risk Market DCF Market DCF Risk ""' Risk Risk 

Premium Dortvod Derlvod Premium Premium Premium Premium 

7.30% 11.17% 10.59% 6.98% I 7.01% I a.21%JJ.06% 
7.30% 11.82% 11.24% 7.62% 7.65% 8.86% 9_,_7_1_0/o_ 

Rebuttal Schodulo LCS-6 



Capita! Asset Pricing Model Results 
Bloomberg and Value Line Derived Market Risk Premium 

Risk-Free 
Rate 

PROXY GROUP BLOOMBERG AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-day average) [7] 3.42% 
Near-Term Projected 30-Year Treasury [8] 4.07% 

Long-Term Projected 30-Year Treasury [9] 5.25% 
Mean 

Risk-Free 
Rate 

PROXY GROUP VALUE LINE AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury {30-day average) [7] 
Near-Term Projected 30-YearTreasury [8] 

Long-Term Projected 30-Year Treasury [9] 
Mean 

Notes: 
[1] See Notes [7], [8], and [9] 
[2] Source: Schedule RBH-4 
[3] Source: Schedule RBH-3 
[4] Source: Schedule RBH-3 
[5] Equals Col. [1] + (Col. [2] x Col. [3]) 
[6] Equals Col. [1] +(Col. [2] x Col. [4]) 
[7] Source: Bloomberg Professional 

3.42% 
4.07% 

5.25% 

-

Average Beta 
Coefficient 

0.784 
0.784 

0.784 

Average Beta 
Coefficient 

0.773 
0.773 

0.773 

[8] Source: Blue Chip Financial Forecasts, Vol. 33, No. 5, May 1, 2014, at 2 
[9] Source: Hevert Direct Schedule RBH-6, page 1 of 19 

-
Ex-Ante Market Risk Premium 

Bloomberg Value Line 
Market DCF Market DCF 

Derived Derived 

10.02% 9.28% 
10.02% 9.28% 

10.02% 9.28% 

Ex-Ante Market Risk Premium 
Bloomberg Value Line 

Market DCF Market DCF 
Derived Derived 

10.02% 9.28% 
10.02% 9.28% 

10.02% 9.28% 

- -
CAPM Result 

Bloomberg Value Line 
Market DCF Market DCF 

Derived Derived 

11.27% 10.69% 
11.92% 11.34% 

13.11% 12.52% 
11.60% 11.02% 

CAPM Result 
Bloomberg 

Market DCF 
Derived 

11.17% 
11.82% 

13.00% 
11.49% 

Value Line 
Market DCF 

Derived 

10.59% 
11.24% 

12.43% 
10.92% 

Rebuttal Schedule LCS-7 
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Capital Asset Pricing Model Results 
6.2% Market Risk Premium; Exclusion of Duke and Cleco 

PROXY GROUP BLOOMBERG AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-day average} 
Near-Term Proiected 30-Year Treasury 

PROXY GROUP VALUE LINE AVERAGE BETA COEFFICIENT 
Current 30-Year Treasury (30-day average) 
Near-Term Pro·ected 30-Year Treasury 

Notes: 
[1] See Notes [5] and [6] 

[2] Mr. Hevert's original proxy-group BETA, minus Duke and Cleco 
[3] Market Risk Premium Used by Mr. Gorman, Mr. Murray, and Mr. Schafer 
[4] Equals Col. [1] +(Col. [2] x Col. [3]) 
[5] Source: Bloomberg Professional 
[6] Source: Blue Chip Financial Forecasts, Vol. 33, No.5, May 1, 2014, at 2 

Risk-Free 
Rate 

3.42% 
4.07% 

3.42% 
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- -
CAPM Results 

Average Beta MRP Estimate 
Coefficient 3 

6.2%) Market Risk Premium 
0.793 6.20% 8.34% 
0.793 6.20% 8.98% 

0.792 6.20% 8.33% 
0.792 6.20% 8.98% 
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