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Year U.S. Treasury Bonds
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4-5 Moody's Baa Corporate Bond Yields
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12-2 Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity

for the Comparable Electric Utility Companies, Growth in Perpetuity of 3.50%
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for the Comparable Electric Utility Companies, Growth in Perpetuity of 4.00%
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13-2 Central Region Electric Utility Proxy Group DPS Ten year Compound Growth Rate
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13-3 Central Region Electric Utility Proxy Group BVPS Ten year Compound Growth Rate

Averages (1968-1999)
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15 Capital Asset Pricing Model (CAPM) Costs of Common Equity Estimates

Based on Historical Return Differences Between Common Stocks and Long-Term U.S. Treasuries
for the Comparable Electric Utility Companies

16 Weighted Cost of Capital as of March 31, 2010 for Union Electric Company
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Federal Reserve Federal Reserve Federal Reserve Federal Reserve
Date Discount Rate Funds Rate Date Discount Rate Funds Rate

01/01/83 8.50% 06/30/99 4.50% 5.00%
12/31/83 8.50% 08/24/99 4.75% 5.25%
04/09/84 9.00% 11/16/99 5.00% 5.50%
11/21/84 8.50% 02/02/00 5.25% 5.75%
12/24/84 8.00% 03/21/00 5.50% 6.00%
05/20/85 7.50% 05/19/00 6.00% 6.50%
03/07/86 7.00% 01/03/01 5.75% 6.00%
04/21/86 6.50% 01/04/01 5.50% 6.00%
07/11/86 6.00% 01/31/01 5.00% 5.50%
08/21/86 5.50% 03/20/01 4.50% 5.00%
09/04/87 6.00% 04/18/01 4.00% 4.50%
08/09/88 6.50% 05/15/01 3.50% 4.00%
02/24/89 7.00% 06/27/01 3.25% 3.75%
07/13/90 8.00% * 08/21/01 3.00% 3.50%
10/29/90 7.75% 09/17/01 2.50% 3.00%
11/13/90 7.50% 10/02/01 2.00% 2.50%
12/07/90 7.25% 11/06/01 1.50% 2.00%
12/18/90 7.00% 12/11/01 1.25% 1.75%
12/19/90 6.50% 11/06/02 0.75% 1.25%
01/09/91 6.75% 01/09/03 2.25%** 1.25%
02/01/91 6.00% 6.25% 06/25/03 2.00% 1.00%
03/08/91 6.00% 06/30/04 2.25% 1.25%
04/30/91 5.50% 5.75% 08/10/04 2.50% 1.50%
08/06/91 5.50% 09/21/04 2.75% 1.75%
09/13/91 5.00% 5.25% 11/10/04 3.00% 2.00%
10/31/91 5.00% 12/14/04 3.25% 2.25%
11/06/91 4.50% 4.75% 02/02/05 3.50% 2.50%
12/06/91 4.50% 03/22/05 3.75% 2.75%
12/20/91 3.50% 4.00% 05/03/05 4.00% 3.00%
04/09/92 3.75% 06/30/05 4.25% 3.25%
07/02/92 3.00% 3.25% 08/09/05 4.50% 3.50%
09/04/92 3.00% 09/20/05 4.75% 3.75%
01/01/93 11/01/05 5.00% 4.00%
12/31/93 No Changes No Changes 12/13/05 5.25% 4.25%
02/04/94 3.25% 01/31/06 5.50% 4.50%
03/22/94 3.50% 03/28/06 5.75% 4.75%
04/18/94 3.75% 05/10/06 6.00% 5.00%
05/17/94 3.50% 4.25% 06/29/06 6.25% 5.25%
08/16/94 4.00% 4.75% 08/17/07 5.75% 5.25%
11/15/94 4.75% 5.50% 09/18/07 5.25% 4.75%
02/01/95 5.25% 6.00% 10/31/07 5.00% 4.50%
07/06/95 5.75% 12/11/07 4.75% 4.25%
12/19/95 5.50% 01/22/08 4.00% 3.50%
01/31/96 5.00% 5.25% 01/30/08 3.50% 3.00%
03/25/97 5.50% 03/16/08 3.25%
12/12/97 5.00% 03/18/08 2.50% 2.25%
01/09/98 5.00% 04/30/08 2.25% 2.00%
03/06/98 5.00% 10/08/08 1.75% 1.50%
09/29/98 5.25% 10/28/08 1.25% 1.00%
10/15/98 4.75% 5.00% 12/30/08 0.50% 0% - 0.25%
11/17/98 4.50% 4.75% 02/19/10 0.75%

* Staff began tracking the Federal Funds Rate.
**Revised discount window program begins.  Reflects rate on primary credit.  This revised discount window policy results in 
 incomparability of the discount rates after January 9, 2003 to discount rates before January 9, 2003.  

Source:
Federal Reserve Discount rate http://www.newyorkfed.org/markets/statistics/dlyrates/fedrate.html
Federal Reserve Funds rate http://www.newyorkfed.org/markets/statistics/dlyrates/fedrate.html

Note:  Interest rates as of December 31 for each year are underlined.

Federal Reserve Discount Rate Changes and Federal Reserve Funds Rate Changes

SCHEDULE 2-1
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Union Electric Company d/b/a Ameren Missouri
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Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%)
Jan 1980 13.90 Jan 1984 4.20 Jan 1988 4.00 Jan 1992 2.60 Jan 1996 2.70 Jan 2000 2.70 Jan 2004 1.90 Jan 2008 4.30
Feb 14.20 Feb 4.60 Feb 3.90 Feb 2.80 Feb 2.70 Feb 3.20 Feb 1.70 Feb 4.00
Mar 14.80 Mar 4.80 Mar 3.90 Mar 3.20 Mar 2.80 Mar 3.70 Mar 1.70 Mar 4.00
Apr 14.70 Apr 4.60 Apr 3.90 Apr 3.20 Apr 2.90 Apr 3.00 Apr 2.30 Apr 3.90
May 14.40 May 4.20 May 3.90 May 3.00 May 2.90 May 3.20 May 3.10 May 4.20
Jun 14.40 Jun 4.20 Jun 4 00 Jun 3.10 Jun 2.80 Jun 3.70 Jun 3.30 Jun 5.00
Jul 13.10 Jul 4.20 Jul 4.10 Jul 3.20 Jul 3.00 Jul 3.70 Jul 3.00 Jul 5.60
Aug 12.90 Aug 4.30 Aug 4 00 Aug 3.10 Aug 2.90 Aug 3.40 Aug 2.70 Aug 5.40
Sep 12.60 Sep 4.30 Sep 4 20 Sep 3.00 Sep 3.00 Sep 3.50 Sep 2.50 Sep 4.90
Oct 12.80 Oct 4.30 Oct 4 20 Oct 3.20 Oct 3.00 Oct 3.40 Oct 3.30 Oct 3.70
Nov 12.60 Nov 4.10 Nov 4 20 Nov 3.00 Nov 3.30 Nov 3.40 Nov 3.50 Nov 1.10
Dec 12.50 Dec 3.90 Dec 4.40 Dec 2.90 Dec 3.30 Dec 3.40 Dec 3.30 Dec 0.10
Jan 1981 11.80 Jan 1985 3.50 Jan 1989 4.70 Jan 1993 3.30 Jan 1997 3.00 Jan 2001 3.70 Jan 2005 3.00 Jan 2009 0.00
Feb 11.40 Feb 3.50 Feb 4 80 Feb 3.20 Feb 3.00 Feb 3.50 Feb 3.00 Feb 0.20
Mar 10.50 Mar 3.70 Mar 5 00 Mar 3.10 Mar 2.80 Mar 2.90 Mar 3.10 Mar -0.40
Apr 10.00 Apr 3.70 Apr 5.10 Apr 3.20 Apr 2.50 Apr 3.30 Apr 3.50 Apr -0.70
May 9.80 May 3.80 May 5.40 May 3.20 May 2.20 May 3.60 May 2.80 May -1.28
Jun 9.60 Jun 3.80 Jun 5 20 Jun 3.00 Jun 2.30 Jun 3.20 Jun 2.50 Jun -1.40
Jul 10.80 Jul 3.60 Jul 5 00 Jul 2.80 Jul 2.20 Jul 2.70 Jul 3.20 Jul -2.10
Aug 10.80 Aug 3.30 Aug 4.70 Aug 2.80 Aug 2.20 Aug 2.70 Aug 3.60 Aug -1.50
Sep 11.00 Sep 3.10 Sep 4 30 Sep 2.70 Sep 2.20 Sep 2.60 Sep 4.70 Sep -1.30
Oct 10.10 Oct 3.20 Oct 4 50 Oct 2.80 Oct 2.10 Oct 2.10 Oct 4.30 Oct -0.20
Nov 9.60 Nov 3.50 Nov 4.70 Nov 2.70 Nov 1.80 Nov 1.90 Nov 3.50 Nov 1.80
Dec 8.90 Dec 3.80 Dec 4 60 Dec 2.70 Dec 1.70 Dec 1.60 Dec 3.40 Dec 2.70
Jan 1982 8.40 Jan 1986 3.90 Jan 1990 5 20 Jan 1994 2.50 Jan 1998 1.60 Jan 2002 1.10 Jan 2006 4.00 Jan 2010 2.60
Feb 7.60 Feb 3.10 Feb 5 30 Feb 2.50 Feb 1.40 Feb 1.10 Feb 3.60 Feb 2.10
Mar 6.80 Mar 2.30 Mar 5 20 Mar 2.50 Mar 1.40 Mar 1.50 Mar 3.40 Mar 2.30
Apr 6.50 Apr 1.60 Apr 4.70 Apr 2.40 Apr 1.40 Apr 1.60 Apr 3.50 April 2.20
May 6.70 May 1.50 May 4.40 May 2.30 May 1.70 May 1.20 May 4.20 May 2.00
Jun 7.10 Jun 1.80 Jun 4.70 Jun 2.50 Jun 1.70 Jun 1.10 June 4.30 June 1.10
Jul 6.40 Jul 1.60 Jul 4 80 Jul 2.90 Jul 1.70 Jul 1.50 July 4.10 July 1.20
Aug 5.90 Aug 1.60 Aug 5 60 Aug 3.00 Aug 1.60 Aug 1.80 Aug 3.80 August 1.10
Sep 5.00 Sep 1.80 Sep 6 20 Sep 2.60 Sep 1.50 Sep 1.50 Sep 2.10 September 1.10
Oct 5.10 Oct 1.50 Oct 6 30 Oct 2.70 Oct 1.50 Oct 2.00 Oct 1.30 Oct 1.20
Nov 4.60 Nov 1.30 Nov 6 30 Nov 2.70 Nov 1.50 Nov 2.20 Nov 2.00 Nov 1.10
Dec 3.80 Dec 1.10 Dec 6.10 Dec 2.80 Dec 1.60 Dec 2.40 Dec 2.50 Dec 1.50
Jan 1983 3.70  Jan 1987 1.50 Jan 1991 5.70 Jan 1995 2.90 Jan 1999 1.70 Jan 2003 2.60 Jan 2007 2.10
Feb 3.50 Feb 2.10 Feb 5 30 Feb 2.90 Feb 1.60 Feb 3.00 Feb 2.40
Mar 3.60 Mar 3.00 Mar 4 90 Mar 3.10 Mar 1.70 Mar 3.00 Mar 2.80
Apr 3.90 Apr 3.80 Apr 4 90 Apr 2.40 Apr 2.30 Apr 2.20 Apr 2.60
May 3.50 May 3.90 May 5 00 May 3.20 May 2.10 May 2.10 May 2.70
Jun 2.60 Jun 3.70 Jun 4.70 Jun 3.00 Jun 2.00 Jun 2.10 Jun 2.70
Jul 2.50 Jul 3.90 Jul 4.40 Jul 2.80 Jul 2.10 Jul 2.10 Jul 2.40
Aug 2.60 Aug 4.30 Aug 3 80 Aug 2.60 Aug 2.30 Aug 2.20 Aug 2.00
Sep 2.90 Sep 4.40 Sep 3.40 Sep 2.50 Sep 2.60 Sep 2.30 Sep 2.80
Oct 2.90 Oct 4.50 Oct 2 90 Oct 2.80 Oct 2.60 Oct 2.00 Oct 3.50
Nov 3.30 Nov 4.50 Nov 3 00 Nov 2.60 Nov 2.60 Nov 1.80 Nov 4.30
Dec 3.80 Dec 4.40 Dec 3.10 Dec 2.50 Dec 2.70 Dec 1.90 Dec 4.10

Source:  U.S. Dept of Labor, Bureau of Labor Statistics, Consumer Price Index - All Urban Consumers, 
Change for 12-Month Period, Bureau of Labor Statistics,
http://www.bls.gov/schedule/archives/cpi nr htm 
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%)
Jan 1980 12.12 Jan 1984 13.40 Jan 1988 10.75 Jan 1992 8.67 Jan 1996 7.20 Jan 2000 8.22 Jan 2004 6 23 Jan 2008 6 08
Feb 13.48 Feb 13.50 Feb 10.11 Feb 8.77 Feb 7.37 Feb 8.10 Feb 6.17 Feb 6.28
Mar 14.33 Mar 14.03 Mar 10.11 Mar 8.84 Mar 7.72 Mar 8.14 Mar 6 01 Mar 6.29
Apr 13.50 Apr 14.30 Apr 10.53 Apr 8.79 Apr 7.88 Apr 8.14 Apr 6 38 Apr 6.36
May 12.17 May 14.95 May 10.75 May 8.72 May 7.99 May 8.55 May 6 68 May 6.38
Jun 11.87 Jun 15.16 Jun 10.71 Jun 8.64 Jun 8.07 Jun 8.22 Jun 6 53 Jun 6 50
Jul 12.12 Jul 14.92 Jul 10 96 Jul 8.46 Jul 8.02 Jul 8.17 Jul 6 34 Jul 6 50
Aug 12.82 Aug 14.29 Aug 11.09 Aug 8.34 Aug 7.84 Aug 8.05 Aug 6.18 Aug 6.48
Sep 13.29 Sep 14.04 Sep 10 56 Sep 8.32 Sep 8.01 Sep 8.16 Sep 6 01 Sep 6 59
Oct 13.53 Oct 13.68 Oct 9.92 Oct 8.44 Oct 7.76 Oct 8.08 Oct 5 95 Oct 7.70
Nov 14.07 Nov 13.15 Nov 9.89 Nov 8.53 Nov 7.48 Nov 8.03 Nov 5 97 Nov 7 80
Dec 14.48 Dec 12.96 Dec 10.02 Dec 8.36 Dec 7.58 Dec 7.79 Dec 5 93 Dec 6 87
Jan 1981 14.22 Jan 1985 12.88 Jan 1989 10 02 Jan 1993 8.23 Jan 1997 7.79 Jan 2001 7.76 Jan 2005 5 80 Jan 2009 6.77
Feb 14.84 Feb 13.00 Feb 10.02 Feb 8.00 Feb 7.68 Feb 7.69 Feb 5 64 Feb 6.72
Mar 14.86 Mar 13.66 Mar 10.16 Mar 7.85 Mar 7.92 Mar 7.59 Mar 5 86 Mar 6.85
Apr 15.32 Apr 13.42 Apr 10.14 Apr 7.76 Apr 8.08 Apr 7.81 Apr 5.72 Apr 6.90
May 15.84 May 12.89 May 9.92 May 7.78 May 7.94 May 7.88 May 5 60 May 6.83
Jun 15.27 Jun 11.91 Jun 9.49 Jun 7.68 Jun 7.77 Jun 7.75 Jun 5 39 June 6.54
Jul 15.87 Jul 11.88 Jul 9.34 Jul 7.53 Jul 7.52 Jul 7.71 Jul 5 50 July 6.15
Aug 16.33 Aug 11.93 Aug 9.37 Aug 7.21 Aug 7.57 Aug 7.57 Aug 5 51 Aug 5.80
Sep 16.89 Sep 11.95 Sep 9.43 Sep 7.01 Sep 7.50 Sep 7.73 Sep 5 54 Sep 5.60
Oct 16.76 Oct 11.84 Oct 9.37 Oct 6.99 Oct 7.37 Oct 7.64 Oct 5.79 Oct 5.64
Nov 15.50 Nov 11.33 Nov 9.33 Nov 7.30 Nov 7.24 Nov 7.61 Nov 5 88 Nov 5.71
Dec 15.77 Dec 10.82 Dec 9.31 Dec 7.33 Dec 7.16 Dec 7.86 Dec 5 83 Dec 5.86
Jan 1982 16.73 Jan 1986 10.66 Jan 1990 9.44 Jan 1994 7.31 Jan 1998 7.03 Jan 2002 7.69 Jan 2006 5.77 Jan 2010 5 83
Feb 16.72 Feb 10.16 Feb 9.66 Feb 7.44 Feb 7.09 Feb 7.62 Feb 5 83 Feb 5.94
Mar 16.07 Mar 9.33 Mar 9.75 Mar 7.83 Mar 7.13 Mar 7.83 Mar 5 98 Mar 5.90
Apr 15.82 Apr 9.02 Apr 9.87 Apr 8.20 Apr 7.12 Apr 7.74 Apr 6 28 Apr 5.87
May 15.60 May 9.52 May 9.89 May 8.32 May 7.11 May 7.76 May 6 39 May 5.59
Jun 16.18 Jun 9.51 Jun 9.69 Jun 8.31 Jun 6.99 Jun 7.67 June 6 39 June 5.55
Jul 16.04 Jul 9.19 Jul 9.66 Jul 8.47 Jul 6.99 Jul 7.54 July 6 37 July 5.39
Aug 15.22 Aug 9.15 Aug 9.84 Aug 8.41 Aug 6.96 Aug 7.34 Aug 6 20 Aug 5.10
Sep 14.56 Sep 9.42 Sep 10.01 Sep 8.65 Sep 6.88 Sep 7.23 Sep 6 03 Sep 5.10
Oct 13.88 Oct 9.39 Oct 9.94 Oct 8.88 Oct 6.88 Oct 7.43 Oct 6 01 Oct 5.20
Nov 13.58 Nov 9.15 Nov 9.76 Nov 9.00 Nov 6.96 Nov 7.31 Nov 5 82 Nov 5.45
Dec 13.55 Dec 8.96 Dec 9.57 Dec 8.79 Dec 6.84 Dec 7.20 Dec 5 83 Dec 5.61
Jan 1983 13.46 Jan 1987 8.77 Jan 1991 9.56 Jan 1995 8.77 Jan 1999 6.87 Jan 2003 7.13 Jan 2007 5 96
Feb 13.60 Feb 8.81 Feb 9.31 Feb 8.56 Feb 7.00 Feb 6.92 Feb 5 91
Mar 13.28 Mar 8.75 Mar 9.39 Mar 8.41 Mar 7.18 Mar 6.80 Mar 5 87
Apr 13.03 Apr 9.30 Apr 9.30 Apr 8.30 Apr 7.16 Apr 6.68 Apr 6 01
May 13.00 May 9.82 May 9.29 May 7.93 May 7.42 May 6.35 May 6 03
Jun 13.17 Jun 9.87 Jun 9.44 Jun 7.62 Jun 7.70 Jun 6.21 June 6 34
Jul 13.28 Jul 10.01 Jul 9.40 Jul 7.73 Jul 7.66 Jul 6.54 July 6 28
Aug 13.50 Aug 10.33 Aug 9.16 Aug 7.86 Aug 7.86 Aug 6.78 Aug 6 28
Sep 13.35 Sep 11.00 Sep 9.03 Sep 7.62 Sep 7.87 Sep 6.58 Sep 6 24
Oct 13.19 Oct 11.32 Oct 8.99 Oct 7.46 Oct 8.02 Oct 6 50 Oct 6.17
Nov 13.33 Nov 10.82 Nov 8.93 Nov 7.40 Nov 7.86 Nov 6.44 Nov 6 04
Dec 13.48 Dec 10.99 Dec 8.76 Dec 7.21 Dec 8.04 Dec 6.36 Dec 6 23

Sources:
Mergent Bond Record (January 1980 through November 2010); BondsOnline (December 2010) 
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Union Electric Company d/b/a Ameren Missouri
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 Mo/Year  Rate (%)  Mo/Year  Rate (%)  Mo/Year  Rate (%)  Mo/Year  Rate (%)  Mo/Year  Rate (%)  Mo/Year  Rate (%)  Mo/Year  Rate (%)  Mo/Year  Rate (%)
Jan 1980 10.60 Jan 1984 11.75 Jan 1988 8.83 Jan 1992 7 58 Jan 1996 6.05 Jan 2000 6.63 Jan 2004 4.99 Jan 2008 4.33
Feb 12.13 Feb 11.95 Feb 8.43 Feb 7 85 Feb 6.24 Feb 6.23 Feb 4.93 Feb 4.52
Mar 12.34 Mar 12.38 Mar 8.63 Mar 7 97 Mar 6.60 Mar 6.05 Mar 4.74 Mar 4.39
Apr 11.40 Apr 12.65 Apr 8.95 Apr 7 96 Apr 6.79 Apr 5.85 Apr 5.14 Apr 4.44
May 10.36 May 13.43 May 9.23 May 7 89 May 6.93 May 6.15 May 5.42 May 4.60
Jun 9.81 Jun 13.44 Jun 9.00 Jun 7 84 Jun 7.06 Jun 5.93 Jun 5.41 Jun 4.69
Jul 10.24 Jul 13.21 Jul 9.14 Jul 7 60 Jul 7.03 Jul 5.85 Jul 5.22 Jul 4.57
Aug 11.00 Aug 12.54 Aug 9.32 Aug 7 39 Aug 6.84 Aug 5.72 Aug 5.06 Aug 4.50
Sep 11.34 Sep 12.29 Sep 9.06 Sep 7 34 Sep 7.03 Sep 5.83 Sep 4.90 Sep 4.27
Oct 11.59 Oct 11.98 Oct 8.89 Oct 7 53 Oct 6.81 Oct 5.80 Oct 4.86 Oct 4.17
Nov 12.37 Nov 11.56 Nov 9.02 Nov 7 61 Nov 6.48 Nov 5.78 Nov 4.89 Nov 4.00
Dec 12.40 Dec 11.52 Dec 9.01 Dec 7.44 Dec 6.55 Dec 5.49 Dec 4.86 Dec 2.87
Jan 1981 12.14 Jan 1985 11.45 Jan 1989 8.93 Jan 1993 7 34 Jan 1997 6.83 Jan 2001 5.54 Jan 2005 4.73 Jan 2009 3.13
Feb 12.80 Feb 11.47 Feb 9.01 Feb 7 09 Feb 6.69 Feb 5.45 Feb 4.55 Feb 3.59
Mar 12.69 Mar 11.81 Mar 9.17 Mar 6 82 Mar 6.93 Mar 5.34 Mar 4.78 Mar 3.64
Apr 13.20 Apr 11.47 Apr 9.03 Apr 6 85 Apr 7.09 Apr 5.65 Apr 4.65 Apr 3.76
May 13.60 May 11.05 May 8.83 May 6 92 May 6.94 May 5.78 May 4.49 May 4.23
Jun 12.96 Jun 10.44 Jun 8.27 Jun 6 81 Jun 6.77 Jun 5.67 Jun 4.29 Jun 4.52
Jul 13.59 Jul 10.50 Jul 8.08 Jul 6 63 Jul 6.51 Jul 5.61 Jul 4.41 July 4.41
Aug 14.17 Aug 10.56 Aug 8.12 Aug 6 32 Aug 6.58 Aug 5.48 Aug 4.46 Aug 4.37
Sep 14.67 Sep 10.61 Sep 8.15 Sep 6 00 Sep 6.50 Sep 5.48 Sep 4.47 Sep 4.19
Oct 14.68 Oct 10.50 Oct 8.00 Oct 5 94 Oct 6.33 Oct 5.32 Oct 4.67 Oct 4.19
Nov 13.35 Nov 10.06 Nov 7.90 Nov 6 21 Nov 6.11 Nov 5.12 Nov 4.73 Nov 4.31
Dec 13.45 Dec 9.54 Dec 7.90 Dec 6 25 Dec 5.99 Dec 5.48 Dec 4.66 Dec 4.49
Jan 1982 14.22 Jan 1986 9.40 Jan 1990 8.26 Jan 1994 6 29 Jan 1998 5.81 Jan 2002 5.44 Jan 2006 4.59 Jan 2010 4.60
Feb 14.22 Feb 8.93 Feb 8.50 Feb 6.49 Feb 5.89 Feb 5.39 Feb 4.58 Feb 4.62
Mar 13.53 Mar 7.96 Mar 8.56 Mar 6 91 Mar 5.95 Mar 5.71 Mar 4.73 Mar 4.64
Apr 13.37 Apr 7.39 Apr 8.76 Apr 7 27 Apr 5.92 Apr 5.67 Apr 5.06 Apr 4.69
May 13.24 May 7.52 May 8.73 May 7.41 May 5.93 May 5.64 May 5.20 May 4.29
Jun 13.92 Jun 7.57 Jun 8.46 Jun 7.40 Jun 5.70 Jun 5.52 Jun 5.16 Jun 4.13
Jul 13.55 Jul 7.27 Jul 8.50 Jul 7 58 Jul 5.68 Jul 5.38 July 5.13 July 3.99
Aug 12.77 Aug 7.33 Aug 8.86 Aug 7.49 Aug 5.54 Aug 5.08 Aug 5.00 Aug 3.80
Sep 12.07 Sep 7.62 Sep 9.03 Sep 7.71 Sep 5.20 Sep 4.76 Sep 4.85 Sep 3.77
Oct 11.17 Oct 7.70 Oct 8.86 Oct 7 94 Oct 5.01 Oct 4.93 Oct 4.85 Oct 3.87
Nov 10.54 Nov 7.52 Nov 8.54 Nov 8 08 Nov 5.25 Nov 4.95 Nov 4.69 Nov 4.19
Dec 10.54 Dec 7.37 Dec 8.24 Dec 7 87 Dec 5.06 Dec 4.92 Dec 4.68 Dec 4.42
Jan 1983 10.63 Jan 1987 7.39 Jan 1991 8.27 Jan 1995 7 85 Jan 1999 5.16 Jan 2003 4.94 Jan 2007 4.85
Feb 10.88 Feb 7.54 Feb 8.03 Feb 7 61 Feb 5.37 Feb 4.81 Feb 4.82
Mar 10.63 Mar 7.55 Mar 8.29 Mar 7.45 Mar 5.58 Mar 4.80 Mar 4.72
Apr 10.48 Apr 8.25 Apr 8.21 Apr 7 36 Apr 5.55 Apr 4.90 Apr 4.86
May 10.53 May 8.78 May 8.27 May 6 95 May 5.81 May 4.53 May 4.90
Jun 10.93 Jun 8.57 Jun 8.47 Jun 6 57 Jun 6.04 Jun 4.37 Jun 5.20
Jul 11.40 Jul 8.64 Jul 8.45 Jul 6.72 Jul 5.98 Jul 4.93 July 5.11
Aug 11.82 Aug 8.97 Aug 8.14 Aug 6 86 Aug 6.07 Aug 5.30 Aug 4.93
Sep 11.63 Sep 9.59 Sep 7.95 Sep 6 55 Sep 6.07 Sep 5.14 Sep 4.79
Oct 11.58 Oct 9.61 Oct 7.93 Oct 6 37 Oct 6.26 Oct 5.16 Oct 4.77
Nov 11.75 Nov 8.95 Nov 7.92 Nov 6 26 Nov 6.15 Nov 5.13 Nov 4.52
Dec 11.88 Dec 9.12 Dec 7.70 Dec 6 06 Dec 6.35 Dec 5.08 Dec 4.53

Sources: 
http://finance.yahoo.com/q/hp?s=^TYX 
http://research.stlouisfed.org/fred2/data/GS30.txt 
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Capital Components 2005 2006 2007 2008 2009

Common Equity $2,903.0 $3,040.0 $3,488.0 $3,449.0 $3,944
Preferred Stock 113.0 113.0 113.0 113.0 $113
Long-Term Debt 2,702.0 * 2,939.0 * 3,360.0 * 3,677.0 * $4,022
Short-Term Debt 80.0 311.0 82.0 343.0 $0
           Total $5,798.0 $6,403.0 $7,043.0 $7,582.0 $8,079.0

Capital Components 2005 2006 2007 2008 2009

Common Equity $6,381.0 $6,599.0 $6,774.0 $6,984.0 $7,865.0
Preferred Stock 214.0 213.0 211.0 195.0 195.0
Long-Term Debt 5,450.0 * 5,741.0 * 5,912.0 * 6,934.0 * 7,317.0
Short-Term Debt 193.0 612.0 1,472.0 1,174.0 20.0
           Total $12,238.0 $13,165.0 $14,369.0 $15,287.0 $15,397.0

 
Source:   Ameren's Annual SEC 10-K Filings.

Note:  *Includes current maturities of long-term debt.

Historical Consolidated Capital Structures for Union Electric Company

(Millions of Dollars)

Historical Consolidated Capital Structures for Ameren

(Millions of Dollars)
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Capital Components 2005 2006 2007 2008 2009 5-Year Average

Common Equity 50.07% 47.48% 49.52% 45.49% 48.82% 48.28%
Preferred Stock 1.95% 1.76% 1.60% 1.49% 1.40% 1.64%
Long-Term Debt 46.60% * 45.90% * 47.71% * 48.50% * 49.78% * 47.70%
Short-Term Debt 1.38% 4.86% 1.16% 4.52% 0.00% 2.39%
           Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Capital Components 2005 2006 2007 2008 2009 5-Year Average

Common Equity 52.14% 50.13% 47.14% 45.69% 51.08% 49.24%
Preferred Stock 1.75% 1.62% 1.47% 1.28% 1.27% 1.48%
Long-Term Debt 44.53% 43.61% 41.14% 45.36% 47.52% 44.43%
Short-Term Debt 1.58% 4.65% 10.24% 7.68% 0.13% 4.86%
           Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

 
Sources:   Ameren's 10-K Filings.

Historical Consolidated Capital Structures for Union Electric Company

(in Percentages)

Historical Consolidated Capital Structures for Ameren

(in Percentages)
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Capital Structure as of March 31, 2010
Union Electric Company

Dollar Percentage
Capital Component Amount of Capital

Common Stock Equity 3,913,191,356$  50.92%
Preferred Stock 114,502,040$     1.49%
Long-Term Debt 3,657,492,156$  47.59%
Short-Term Debt -$                        0.00%

Total Capitalization 7,685,185,552$  100.00%

Source:  Company Witness Michael O'Bryan's Schedule MGO-E1 attached to his Direct Testimony.  
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

10-Year At Least
Regulated Value Line No Reduced  Projected Growth Investment No Comparable

Stock Electric % Electric Historical  Dividend Available from Grade S&P Announced Company
ValueLine Publicly Utility Revenues Growth since Value Line Corporate Generation Merger or Met All
Electric Utility Companies Ticker Traded (EEI) ≥ 70% Available 2007 and Reuters Credit Rating Assets Acquistion Criteria
Allegheny Energy              AYE Yes No
ALLETE                        ALE Yes Yes Yes No
Alliant Energy                LNT Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Amer. Elec. Power             AEP Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Ameren Corp                   AEE Yes Yes Yes Yes No
Avista Corp.                  AVA Yes Yes No
Black Hills                   BKH Yes No
Cen. Vermont Pub. Serv.       CV Yes Yes Yes Yes Yes No
CenterPoint Energy            CNP Yes No
CH Energy Group               CHG Yes Yes No
Cleco Corp.                   CNL Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
CMS Energy Corp.              CMS Yes Yes No
Consol. Edison                ED Yes Yes No
Constellation Energy          CEG Yes No
Dominion Resources            D Yes No
DPL Inc.                      DPL Yes Yes Yes Yes Yes Yes Yes Yes Yes
DTE Energy                    DTE Yes Yes No
Duke Energy                   DUK Yes No
Edison Int'l                  EIX Yes No
El Paso Electric              EE Yes Yes Yes Yes No1.

Empire Dist. Elec.            EDE Yes Yes Yes Yes Yes No
Entergy Corp.                 ETR Yes No
Evergreen Energy Inc          EEE Yes NA
Exelon Corp.                  EXC Yes No
FirstEnergy Corp.             FE Yes No
G't Plains Energy             GXP Yes Yes Yes Yes No
Hawaiian Elec.                HE Yes No
IDACORP, Inc.                 IDA Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Integrys Energy               TEG Yes No
ITC Holdings                  ITC Yes NA
Maine & Maritimes Corp        MAM Yes Yes Yes Yes No
MGE Energy                    MGEE Yes No
NextEra Energy FPL Yes No
Northeast Utilities           NU Yes Yes Yes Yes Yes Yes Yes Yes No
NorthWestern Corp             NWE Yes Yes Yes No
NSTAR                         NST Yes Yes Yes Yes Yes Yes Yes No
NV Energy Inc. NVE Yes Yes Yes Yes Yes Yes No
OGE Energy                    OGE Yes No
Otter Tail Corp.              OTTR Yes No
Pepco Holdings                POM Yes No
PG&E Corp.                    PCG Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Pinnacle West Capital         PNW Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
PNM Resources                 PNM Yes Yes Yes Yes No
Portland General              POR Yes Yes Yes No
PPL Corp.                     PPL Yes No
Progress Energy               PGN Yes Yes Yes Yes Yes Yes Yes Yes No
Public Serv. Enterprise       PEG Yes No
SCANA Corp.                   SCG Yes No
Sempra Energy                 SRE Yes No
Southern Co.                  SO Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
TECO Energy                   TE Yes Yes No
UIL Holdings                  U L Yes Yes Yes Yes Yes Yes Yes No
UniSource Energy              UNS Yes Yes Yes Yes Yes Yes No
UNITIL Corp.                  UTL Yes Yes No
Vectren Corp.                 VVC Yes Yes No
Westar Energy                 WR Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Wisconsin Energy              WEC Yes Yes No
Xcel Energy Inc.              XEL Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Sources:  Columns 1, 2, 3, 6, 7, 8 and 10 = The Value Line Investment Survey:  Ratings & Reports
                 Column 4 = Edison Electric Institute 2009 Financial Review
                 Column 5 = January 2011 AUS Utility Reports and Companies' 10Ks and 10Qs  
                 Columnn 8 = Reuters com on January 27, 2011
                 Column 9 = S&P RatingsDirect

Notes:  
1  No dividends per share

Criteria for Selecting Comparable Electric Utility Companies
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

S&P
Corporate

Ticker Credit 
Number Symbol Company Name Rating

1 LNT Alliant Energy BBB+

2 AEP American Electric Power BBB

3 CNL Cleco Corp. BBB

4 DPL DPL Inc. A-

5 IDA IDACORP, Inc. BBB

6 PCG PG&E Corp. BBB+

7 PNW Pinnacle West Capital BBB-

8 SO Southern Company A

9 WR Westar Energy, Inc. BBB

10 XEL Xcel Energy A-

Average BBB+

Ameren and Union Electric BBB-

 Comparable Electrical Utility Companies 
 for Union Electric Company d/b/a Ameren Missouri

SCHEDULE 8



Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

  ---------------         10-Year  Annual Compound Growth Rates          ---------------
Average of

10 Year
Annual

  Compound
Company Name DPS EPS BVPS  Growth Rates

Alliant Energy -3.50% 3.00% 1.00% 0.17%

American Electric Power -4.00% 0.00% 0.50% -1.17%

Cleco Corp. 1.00% 3.50% 7.00% 3.83%

DPL Inc. 1.50% 4.50% 0.00% 2.00%

IDACORP, Inc. -4.50% -0.50% 3.50% -0.50%

PG&E Corp. 2.50% 4.50% 2.50% 3.17%

Pinnacle West Capital 5.50% -2.00% 3.00% 2.17%

Southern Company 2.50% 3.00% 2.00% 2.50%

Westar Energy, Inc. -6.50% 1.50% -4.00% -3.00%

Xcel Energy -4.00% -1.00% -0.50% -1.83%

    Average -0.95% 1.65% 1.50% 0.73%

Source:  The Value Line Investment Survey: Ratings & Reports,  November 5 and 26, and December 24, 2010.

Ten-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates
for the Comparable Electric Utility Companies
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

  ------------       5-Year  Annual Compound Growth Rates        ----------------
Average of

5 Year
Annual

  Compound
Company Name DPS EPS BVPS Growth Rates

Alliant Energy 0.50% 9.00% 3.50% 4.33%

American Electric Power -2.50% 2.00% 5.00% 1.50%

Cleco Corp. 0.00% 3.00% 10.00% 4.33%

DPL Inc. 3.00% 10.50% 3.00% 5.50%

IDACORP, Inc. -5.50% 8.50% 4.00% 2.33%

PG&E Corp. 0.00% NMF 14.00% 7.00%

Pinnacle West Capital 4.00% -1.00% 2.00% 1.67%

Southern Company 3.50% 3.00% 5.50% 4.00%

Westar Energy, Inc. -0.50% 21.50% 1.00% 7.33%

Xcel Energy 1.00% 8.00% 4.00% 4.33%

    Average 0.35% 6.45% 5.20% 4.23%

Source:  The Value Line Investment Survey: Ratings & Reports,  November 5 and 26, and December 24, 2010

Five-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates
for the Comparable Electric Utility Companies
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

  -------------      5-Year  Projected Compound Growth Rates       -------------
Average of

5 Year
Annual

  Compound
Company Name DPS EPS BVPS  Growth Rates

Alliant Energy 5.50% 7.00% 3.50% 5.33%

American Electric Power 3.50% 3.00% 4.50% 3.67%

Cleco Corp. 8.50% 9.50% 6.50% 8.17%

DPL Inc. 5.50% 7.00% 6.50% 6.33%

IDACORP, Inc. 2.50% 5.50% 5.00% 4.33%

PG&E Corp. 6.00% 6.00% 6.00% 6.00%

Pinnacle West Capital 1.50% 6.00% 2.00% 3.17%

Southern Company 4.00% 4.50% 5.50% 4.67%

Westar Energy, Inc. 3.50% 8.50% 3.00% 5.00%

Xcel Energy 3.50% 5.50% 4.50% 4.50%

    Average 4.40% 6.25% 4.70% 5.12%

Source:  The Value Line Investment Survey: Ratings & Reports, November 5 and 26, and December 24, 2010.

Five-Year Projected Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates
for the Comparable Electric Utility Companies
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

(1) (2) (3) (4) (5) (6)
Historical Historical Projected
10-Year 5-Year 5-Year Projected

Compound Compound Compound 5-Year Projected Average  
Growth Rates Growth Rates Growth Rates EPS Growth 3-5 Year Projected

(DPS, EPS and (DPS, EPS and (DPS, EPS and Reuters EPS Growth EPS Growth
Company Name BVPS) BVPS) BVPS) (Mean) Value Line Growth

Alliant Energy 0.17% 4.33% 5.33% 6.67% 7.00% 6.84%

American Electric Power -1.17% 1.50% 3.67% 4.25% 3.00% 3.63%

Cleco Corp. 3.83% 4.33% 8.17% 3.00% 9.50% 6.25%

DPL Inc. 2.00% 5.50% 6.33% 8.00% 7.00% 7.50%

IDACORP, Inc. -0.50% 2.33% 4.33% 4.67% 5.50% 5.09%

PG&E Corp. 3.17% 7.00% 6.00% 6.30% 6.00% 6.15%

Pinnacle West Capital 2.17% 1.67% 3.17% 6.65% 6.00% 6.33%

Southern Company 2.50% 4.00% 4.67% 5.06% 4.50% 4.78%

Westar Energy, Inc. -3.00% 7.33% 5.00% 7.62% 8.50% 8.06%

Xcel Energy -1.83% 4.33% 4.50% 6.03% 5.50% 5.77%

   Average 0.73% 4.23% 5.12% 5.83% 6.25% 6.04%

Proposed Range of Growth for Comparables: 4.00%-5.00%

                           Column 5 = [ ( Column 3 + Column 4 ) / 2 ]

      Sources:      Column 1 = Schedule 9-1.

                           Column 2 = Schedule 9-2

                           Column 3 = Schedule 9-3.

                           Column 4 = Reuters.com on January 27, 2011

Historical and Projected Growth Rates
for the Comparable Electric Utility Companies
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Average High / Low Stock Price for October 2010 through December 2010
for the Comparable Electric Utility Companies 

(1) (2) (3) (4) (5) (6) (7)

-- October 2010 -- -- November 2010 -- -- December 2010 -- Average
High/Low

High Low High Low High Low Stock
Stock Stock Stock Stock Stock Stock Price

Company Name Price Price Price Price Price Price (10/10 - 12/10)

Alliant Energy 37.00 35.66 37.65 35.69 37.32 36.28 36.60

American Electric Power 37.55 35.68 37.94 35.36 36.47 34.92 36.32

Cleco Corp. 31.47 29.59 31.76 30.10 31.22 30.05 30.70

DPL Inc. 27.80 26.03 27.10 25.03 26.45 25.32 26.29

IDACORP, Inc. 37.20 35.88 37.34 35.46 37.76 36.57 36.70

PG&E Corp. 48.11 45.38 48.63 46.16 48.63 46.61 47.25

Pinnacle West Capital 42.68 40.93 42.44 39.97 41.99 40.15 41.36

Southern Company 38.62 37.10 38.48 37.32 38.49 37.43 37.91

Westar Energy, Inc. 25.79 24.21 25.90 24.64 25.52 24.50 25.09

Xcel Energy 24.08 23.02 24.36 23.17 23.89 23.20 23.62

Notes:

Column 7 = [ ( Column 1 + Column 2 + Column 3 + Column 4 + Column 5 + Column 6 ) / 6 ].

Source:  http://finance.yahoo.com   
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Union Electric Company d/b/a Ameren Missouri
File No. ER-20011-0028

 (1) (2)  (3)

 Average
Expected High/Low Projected
Annual Stock  Dividend

Company Name Dividend Price   Yield

Alliant Energy $1.65 $36.600 4.51%

American Electric Power $1.84 $36.320 5.07%

Cleco Corp. $1.08 $30.698 3.52%

DPL Inc. $1.28 $26.288 4.87%

IDACORP, Inc. $1.20 $36.702 3.27%

PG&E Corp. $1.92 $47.253 4.06%

Pinnacle West Capital $2.10 $41.360 5.08%

Southern Company $1.88 $37.907 4.96%

Westar Energy, Inc. $1.28 $25.280 5.06%

Xcel Energy $1.03 $23.620 4.36%

   Average 4.48%

Proposed Dividend Yield: 4.50%

Proposed Range of Growth:

Estimated Proxy Cost of Common Equity:

      Notes:       Column 1 = Estimated Dividend Declared per share represents Value Line projected dividends for 2011.

                        Column 3 = ( Column 1 / Column 2 ).

      Sources:    Column 1 = The Value Line Investment Survey:  Ratings and Reports, November 5 and 26, and December 24, 2010.

                         Column 2 = Schedule 10.

4.00% - 5.00%

8.50 - 9.50%

Constant-Growth Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

SCHEDULE 11



Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028

Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Annualized Growth Growth Growth 
Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity

Alliant Energy $1.58 6.84% 6.20% 5.56% 4.92% 4.28% 3.64% 3.00% 8.62%

American Electric Power $1.84 3.63% 3.52% 3.42% 3.31% 3.21% 3.10% 3.00% 8.42%

Cleco Corp. $1.00 6.25% 5.71% 5.17% 4.63% 4.08% 3.54% 3.00% 7.12%

DPL Inc. $1.21 7.50% 6.75% 6.00% 5.25% 4.50% 3.75% 3.00% 9.22%

IDACORP, Inc. $1.20 5.09% 4.74% 4.39% 4.04% 3.70% 3.35% 3.00% 6.85%

PG&E Corp. $1.82 6.15% 5.63% 5.10% 4.58% 4.05% 3.53% 3.00% 7.83%

Pinnacle West Capital $2.10 6.33% 5.77% 5.22% 4.66% 4.11% 3.55% 3.00% 9.38%

Southern Company $1.82 4.78% 4.48% 4.19% 3.89% 3.59% 3.30% 3.00% 8.51%

Westar Energy, Inc. $1.24 8.06% 7.22% 6.37% 5.53% 4.69% 3.84% 3.00% 9.81%

Xcel Energy $1.01 5.77% 5.30% 4.84% 4.38% 3.92% 3.46% 3.00% 8.22%

8.40%

Sources:   Column 1 = The Value Line Investment Survey:  Ratings and Reports,  November 5 and 26, and December 24, 2010. 
Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14.    
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028

Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Annualized Growth Growth Growth 
Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity

Alliant Energy $1.58 6.84% 6.28% 5.72% 5.17% 4.61% 4.06% 3.50% 8.97%

American Electric Power $1.84 3.63% 3.60% 3.58% 3.56% 3.54% 3.52% 3.50% 8.78%

Cleco Corp. $1.00 6.25% 5.79% 5.33% 4.88% 4.42% 3.96% 3.50% 7.51%

DPL Inc. $1.21 7.50% 6.83% 6.17% 5.50% 4.83% 4.17% 3.50% 9.56%

IDACORP, Inc. $1.20 5.09% 4.82% 4.56% 4.29% 4.03% 3.76% 3.50% 7.24%

PG&E Corp. $1.82 6.15% 5.71% 5.27% 4.83% 4.38% 3.94% 3.50% 8.20%

Pinnacle West Capital $2.10 6.33% 5.85% 5.38% 4.91% 4.44% 3.97% 3.50% 9.72%

Southern Company $1.82 4.78% 4.57% 4.35% 4.14% 3.93% 3.71% 3.50% 8.87%

Westar Energy, Inc. $1.24 8.06% 7.30% 6.54% 5.78% 5.02% 4.26% 3.50% 10.14%

Xcel Energy $1.01 5.77% 5.39% 5.01% 4.63% 4.26% 3.88% 3.50% 8.59%

8.76%

Sources:   Column 1 = The Value Line Investment Survey:  Ratings and Reports,  November 5 and 26, and December 24, 2010. 
Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14.    
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Annualized Growth Growth Growth 
Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity

Alliant Energy $1.58 6.84% 6.36% 5.89% 5.42% 4.95% 4.47% 4.00% 9.34%

American Electric Power $1.84 3.63% 3.69% 3.75% 3.81% 3.88% 3.94% 4.00% 9.15%

Cleco Corp. $1.00 6.25% 5.88% 5.50% 5.13% 4.75% 4.38% 4.00% 7.91%

DPL Inc. $1.21 7.50% 6.92% 6.33% 5.75% 5.17% 4.58% 4.00% 9.91%

IDACORP, Inc. $1.20 5.09% 4.90% 4.72% 4.54% 4.36% 4.18% 4.00% 7.64%

PG&E Corp. $1.82 6.15% 5.79% 5.43% 5.08% 4.72% 4.36% 4.00% 8.58%

Pinnacle West Capital $2.10 6.33% 5.94% 5.55% 5.16% 4.78% 4.39% 4.00% 10.07%

Southern Company $1.82 4.78% 4.65% 4.52% 4.39% 4.26% 4.13% 4.00% 9.24%

Westar Energy, Inc. $1.24 8.06% 7.38% 6.71% 6.03% 5.35% 4.68% 4.00% 10.48%

Xcel Energy $1.01 5.77% 5.47% 5.18% 4.88% 4.59% 4.29% 4.00% 8.96%

9.13%

Sources:   Column 1 = The Value Line Investment Survey:  Ratings and Reports,  November 5 and 26, and December 24, 2010. 
Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14.    
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Union Electric d/b/a Ameren Missouri
File No. ER-2011-0028

Dayton Detroit Okla. Gas & WPS Resources/ WI Energy/
P & L/ Edison/ Kansas City Northern States Electric/ OGE Wisconsin WI Electric

Years DPL DTE Empire IPALCO P & L Power Energy Corp. SJL&P Public Serv. Power Average
1968-70 to 1978-80 -1.74% -0.57% 0.24% 4.13% 1.77% 4.13% 1.16% 1.40% 6.23% 6.32% 2.31%
1969-71 to 1979-81 -0.21% 0.05% -0.64% 4.30% 2.62% 4.02% 0.48% 1.66% 6.60% 6.79% 2.57%
1970-72 to 1980-82 0.98% -0.46% 0.41% 3.14% 3.24% 4.48% 1.88% 2.66% 6.41% 7.24% 3.00%
1971-73 to 1981-83 2.72% 0.53% 2.64% 2.87% 4.83% 6.11% 2.90% 4.03% 6.92% 7.77% 4.13%
1972-74 to 1982-84 3.71% 1.48% 5.33% 4.69% 6.44% 7.64% 3.02% 5.65% 7.78% 8.25% 5.40%
1973-75 to 1983-85 4.19% 3.60% 6.21% 5.91% 7.60% 8.08% 2.58% 6.94% 8.54% 9.39% 6.30%
1974-76 to 1984-86 4.19% 4.41% 6.50% 5.86% 5.75% 8.03% 2.81% 7.89% 7.98% 9.60% 6.30%
1975-77 to 1985-87 5.10% 4.69% 5.70% 4.19% 4.26% 7.59% 2.90% 8.10% 6.81% 9.18% 5.85%
1976-78 to 1986-88 5.84% 4.29% 5.68% 5.40% 3.02% 7.24% 3.92% 7.95% 5.98% 8.86% 5.82%
1977-79 to 1987-89 6.16% 3.93% 5.49% 5.09% 4.12% 6.73% 5.22% 8.49% 5.08% 8.96% 5.93%
1978-80 to 1988-90 5.61% 4.41% 5.52% 5.11% 3.09% 6.07% 6.65% 8.20% 4.35% 9.08% 5.81%
1979-81 to 1989-91 3.75% 5.35% 6.06% 4.67% 1.90% 5.45% 6.56% 7.68% 3.70% 8.07% 5.32%
1980-82 to 1990-92 2.46% 6.83% 4.65% 4.43% 0.31% 3.15% 3.63% 5.76% 3.91% 6.16% 4.13%
1981-83 to 1991-93 1.00% 6.06% 2.56% 3.11% -1.01% 1.58% 1.58% 3.37% 3.45% 4.33% 2.60%
1982-84 to 1992-94 1.31% 4.75% -0.16% 1.44% -2.03% 0.83% 0.71% 2.88% 2.19% 2.64% 1.46%
1983-85 to 1993-95 1.36% 2.97% -1.18% 1.78% -2.21% 1.85% 1.81% 2.46% 1.03% 2.58% 1.24%
1984-86 to 1994-96 1.71% 1.79% -1.39% 3.31% -1.08% 2.26% 2.15% 2.56% 0.20% 2.27% 1.38%
1985-87 to 1995-97 1.65% 0.64% -1.47% 4.22% 0.35% 1.90% 2.19% 1.90% 0.12% -0.46% 1.10%
1986-88 to 1996-98 2.28% 0.57% -0.92% 4.59% 1.57% 1.50% 2.11% 1.34% -0.86% -2.24% 0.99%
1987-89 to 1997-99 2.62% 1.08% -0.46% 5.06% 0.15% 0.40% 2.36% 0.49% -0.38% -3.07% 0.83%

Average 2.73% 2.82% 2.54% 4.17% 2.23% 4.45% 2.83% 4.57% 4.30% 5.59% 3.62%

Central Region Electric Utility Proxy Group
EPS

10-Year Compound Growth Rate Averages (1968-1999)
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Union Electric d/b/a Ameren Missouri
File No. ER-2011-0028

Okla. Gas & WPS
Dayton Detroit Northern Electric/  Resources/ WI Energy/
P & L/ Edison/ Kansas City  States  OGE Energy Wisconsin WI Electric

Years DPL DTE Empire IPALCO P & L Power  Corp. SJL&P Public Serv. Power Average
1968-70 to 1978-80 0.90% 1.17% 2.45% 3.52% 3.34% 3.37% 3.79% 1.89% 4.36% 5.46% 3.03%
1969-71 to 1979-81 0.87% 1.43% 2.17% 4.15% 3.03% 3.76% 3.52% 1.89% 4.69% 5.70% 3.12%
1970-72 to 1980-82 1.04% 1.59% 1.90% 4.69% 3.17% 4.02% 3.32% 2.01% 5.13% 5.98% 3.28%
1971-73 to 1981-83 1.41% 1.64% 1.98% 4.92% 3.56% 4.39% 3.35% 2.28% 5.64% 6.23% 3.54%
1972-74 to 1982-84 1.70% 1.60% 2.32% 4.95% 4.13% 4.88% 3.49% 2.82% 6.18% 6.37% 3.84%
1973-75 to 1983-85 1.89% 1.48% 2.86% 5.03% 4.45% 5.60% 3.62% 3.50% 6.72% 6.52% 4.17%
1974-76 to 1984-86 1.89% 1.48% 3.31% 5.19% 4.12% 6.31% 3.75% 4.32% 7.18% 6.78% 4.43%
1975-77 to 1985-87 2.01% 1.44% 3.77% 5.73% 3.40% 6.78% 3.91% 4.97% 7.38% 7.08% 4.65%
1976-78 to 1986-88 2.26% 1.28% 4.14% 5.65% 2.96% 6.95% 4.04% 5.36% 7.30% 7.34% 4.73%
1977-79 to 1987-89 2.56% 0.94% 4.50% 5.49% 3.16% 6.96% 4.14% 5.72% 7.00% 7.51% 4.80%
1978-80 to 1988-90 2.83% 0.86% 4.81% 4.96% 3.58% 6.86% 4.27% 6.10% 6.66% 7.65% 4.86%
1979-81 to 1989-91 2.92% 0.99% 5.08% 4.80% 3.77% 6.72% 4.33% 6.53% 6.26% 7.68% 4.91%
1980-82 to 1990-92 2.83% 1.38% 5.27% 4.53% 3.78% 6.54% 4.30% 6.63% 5.83% 7.59% 4.87%
1981-83 to 1991-93 2.59% 1.70% 5.18% 4.24% 3.47% 6.22% 4.02% 6.49% 5.30% 7.29% 4.65%
1982-84 to 1992-94 2.59% 1.93% 4.80% 3.96% 3.02% 5.75% 3.64% 6.03% 4.65% 6.89% 4.33%
1983-85 to 1993-95 2.89% 2.06% 4.22% 3.75% 2.72% 5.14% 3.21% 5.50% 3.88% 6.44% 3.98%
1984-86 to 1994-96 3.41% 2.06% 3.58% 3.69% 3.14% 4.49% 2.77% 4.90% 3.15% 6.00% 3.72%
1985-87 to 1995-97 3.79% 2.06% 2.92% 1.92% 3.74% 3.91% 2.33% 4.42% 2.63% 5.54% 3.33%
1986-88 to 1996-98 3.95% 2.06% 2.30% 0.76% 3.99% 3.46% 1.87% 3.92% 2.39% 5.00% 2.97%
1987-89 to 1997-99 3.81% 2.06% 1.74% -0.41% 3.52% 3.11% 1.42% 3.37% 2.31% 4.36% 2.53%

Average 2.41% 1.56% 3.46% 4.08% 3.50% 5.26% 3.46% 4.43% 5.23% 6.47% 3.99%

Central Region Electric Utility Proxy Group
DPS

10-Year Compound Growth Rate Averages (1968-1999)
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Union Electric d/b/a Ameren Missouri
File No. ER-2011-0028

Okla. Gas & WPS
Dayton Detroit Northern Electric/  Resources/ WI Energy/
P & L/ Edison/ Kansas City  States OGE Energy Wisconsin WI Electric

Years DPL DTE Empire IPALCO P & L Power Corp. SJL&P Public Serv. Power Average
1968-70 to 1978-80 1.40% 0.04% 2.37% 5.21% 1.88% 4.34% 5.76% 1.28% 4.13% 4.03% 3.05%
1969-71 to 1979-81 0.84% -0.35% 1.93% 4.93% 1.51% 4.19% 4.58% 1.15% 4.37% 3.71% 2.69%
1970-72 to 1980-82 0.28% -0.88% 1.63% 4.43% 1.19% 4.15% 3.83% 1.13% 4.50% 3.84% 2.41%
1971-73 to 1981-83 0.16% -1.30% 1.58% 3.84% 1.20% 4.31% 3.00% 1.31% 4.57% 4.09% 2.27%
1972-74 to 1982-84 0.27% -1.51% 1.89% 3.77% 1.35% 4.72% 2.66% 1.65% 4.89% 4.49% 2.42%
1973-75 to 1983-85 0.25% -1.27% 2.32% 3.99% 1.88% 5.18% 2.33% 2.36% 5.27% 5.02% 2.73%
1974-76 to 1984-86 0.30% -0.77% 2.82% 4.47% 2.26% 5.56% 2.43% 3.27% 5.56% 5.52% 3.14%
1975-77 to 1985-87 0.27% -0.18% 3.17% 4.63% 2.54% 5.73% 2.33% 4.20% 5.57% 5.86% 3.41%
1976-78 to 1986-88 0.66% -0.61% 3.51% 4.82% 2.32% 5.80% 2.33% 4.89% 5.42% 6.11% 3.53%
1977-79 to 1987-89 1.13% -1.05% 3.79% 4.77% 2.28% 5.80% 2.30% 5.41% 5.16% 6.38% 3.60%
1978-80 to 1988-90 1.80% -1.34% 4.17% 4.79% 2.28% 5.74% 2.57% 5.69% 4.77% 6.69% 3.72%
1979-81 to 1989-91 2.31% -0.30% 4.59% 4.84% 2.44% 5.65% 2.92% 5.82% 4.27% 6.91% 3.95%
1980-82 to 1990-92 2.29% 0.97% 4.88% 4.92% 2.41% 5.43% 2.96% 5.72% 3.96% 6.94% 4.05%
1981-83 to 1991-93 1.97% 2.03% 4.82% 4.84% 2.10% 5.14% 2.75% 5.41% 3.75% 6.74% 3.95%
1982-84 to 1992-94 1.84% 2.72% 4.36% 4.50% 1.71% 4.77% 2.37% 5.01% 3.57% 6.33% 3.72%
1983-85 to 1993-95 2.33% 2.95% 3.83% 4.15% 1.17% 4.46% 2.16% 4.60% 3.29% 5.91% 3.48%
1984-86 to 1994-96 2.78% 2.82% 3.34% 3.73% 0.78% 4.21% 1.91% 4.27% 2.99% 5.48% 3.23%
1985-87 to 1995-97 3.14% 2.52% 2.92% 2.52% 0.41% 4.01% 1.85% 3.99% 2.77% 4.81% 2.89%
1986-88 to 1996-98 3.26% 3.25% 2.56% 1.45% 0.50% 3.81% 1.86% 3.75% 2.43% 3.99% 2.69%
1987-89 to 1997-99 3.42% 4.16% 2.20% 1.19% 0.42% 3.56% 2.04% 3.47% 2.20% 3.17% 2.58%

Average 1.54% 0.60% 3.13% 4.09% 1.63% 4.83% 2.75% 3.72% 4.17% 5.30% 3.18%

Central Region Electric Utility Proxy Group
BVPS

10-Year Compound Growth Rate Averages (1968-1999)
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Union Electric d/b/a Ameren Missouri
File No. ER-2011-0028

DPS EPS BVPS GDP
10 yr compound 10 yr compound 10 yr compound 10 yr compound

Years  growth rate avgs Years  growth rate avgs Years  growth rate avgs Years  growth rate avgs

1968-70 to 1978-80 3.03% 1968-70 to 1978-80 2.31% 1968-70 to 1978-80 3.05% 1968-70 to 1978-80 10.05%
1969-71 to 1979-81 3.12% 1969-71 to 1979-81 2.57% 1969-71 to 1979-81 2.69% 1969-71 to 1979-81 10.41%
1970-72 to 1980-82 3.28% 1970-72 to 1980-82 3.00% 1970-72 to 1980-82 2.41% 1970-72 to 1980-82 10.42%
1971-73 to 1981-83 3.54% 1971-73 to 1981-83 4.13% 1971-73 to 1981-83 2.27% 1971-73 to 1981-83 10.22%
1972-74 to 1982-84 3.84% 1972-74 to 1982-84 5.40% 1972-74 to 1982-84 2.42% 1972-74 to 1982-84 10.03%
1973-75 to 1983-85 4.17% 1973-75 to 1983-85 6.30% 1973-75 to 1983-85 2.73% 1973-75 to 1983-85 9.96%
1974-76 to 1984-86 4.43% 1974-76 to 1984-86 6.30% 1974-76 to 1984-86 3.14% 1974-76 to 1984-86 9.77%
1975-77 to 1985-87 4.65% 1975-77 to 1985-87 5.85% 1975-77 to 1985-87 3.41% 1975-77 to 1985-87 9.34%
1976-78 to 1986-88 4.73% 1976-78 to 1986-88 5.82% 1976-78 to 1986-88 3.53% 1976-78 to 1986-88 8.80%
1977-79 to 1987-89 4.80% 1977-79 to 1987-89 5.93% 1977-79 to 1987-89 3.60% 1977-79 to 1987-89 8.32%
1978-80 to 1988-90 4.86% 1978-80 to 1988-90 5.81% 1978-80 to 1988-90 3.72% 1978-80 to 1988-90 7.92%
1979-81 to 1989-91 4.91% 1979-81 to 1989-91 5.32% 1979-81 to 1989-91 3.95% 1979-81 to 1989-91 7.38%
1980-82 to 1990-92 4.87% 1980-82 to 1990-92 4.13% 1980-82 to 1990-92 4.05% 1980-82 to 1990-92 7.06%
1981-83 to 1991-93 4.65% 1981-83 to 1991-93 2.60% 1981-83 to 1991-93 3.95% 1981-83 to 1991-93 6.72%
1982-84 to 1992-94 4.33% 1982-84 to 1992-94 1.46% 1982-84 to 1992-94 3.72% 1982-84 to 1992-94 6.49%
1983-85 to 1993-95 3.98% 1983-85 to 1993-95 1.24% 1983-85 to 1993-95 3.48% 1983-85 to 1993-95 6.12%
1984-86 to 1994-96 3.72% 1984-86 to 1994-96 1.38% 1984-86 to 1994-96 3.23% 1984-86 to 1994-96 5.89%
1985-87 to 1995-97 3.33% 1985-87 to 1995-97 1.10% 1985-87 to 1995-97 2.89% 1985-87 to 1995-97 5.81%
1986-88 to 1996-98 2.97% 1986-88 to 1996-98 0.99% 1986-88 to 1996-98 2.69% 1986-88 to 1996-98 5.73%
1987-89 to 1997-99 2.53% 1987-89 to 1997-99 0.83% 1987-89 to 1997-99 2.58% 1987-89 to 1997-99 5.63%

Average 3.99% Average 3.62% Average 3.18% Average 8.10%

Average of 10-year Rolling Averages EPS, DPS and BVPS 3.59%

Source:  Value Line Investment Survey
Average EPS, DPS and BVPS as a percentage of average GDP: 44.36%

Central Region Electric Utility Proxy Group
DPS, EPS, BVPS & GDP

10-Year Compound Growth Rate Averages (1968-1999)
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

DPS EPS BVPS GDP
10 yr compound 10 yr compound 10 yr compound 10 yr compound

Years growth rate avgs Years growth rate avgs Years growth rate avgs Years growth rate avgs

1947-49 to 1957-59 4.58% 1947-49 to 1957-59 4.92% 1947-49 to 1957-59 3.10% 1947-49 to 1957-59 6.28%
1948-50 to 1958-60 4.49% 1948-50 to 1958-60 4.91% 1948-50 to 1958-60 3.30% 1948-50 to 1958-60 6.10%
1949-51 to 1959-60 4.33% 1949-51 to 1959-60 5.00% 1949-51 to 1959-60 3.39% 1949-51 to 1959-60 5.77%
1950-52 to 1960-62 4.31% 1950-52 to 1960-62 5.35% 1950-52 to 1960-62 3.48% 1950-52 to 1960-62 5.27%
1951-53 to 1961-63 4.48% 1951-53 to 1961-63 5.76% 1951-53 to 1961-63 3.79% 1951-53 to 1961-63 4.96%
1952-54 to 1962-64 4.74% 1952-54 to 1962-64 5.99% 1952-54 to 1962-64 4.22% 1952-54 to 1962-64 5.26%
1953-55 to 1963-65 5.16% 1953-55 to 1963-65 6.09% 1953-55 to 1963-65 4.53% 1953-55 to 1963-65 5.47%
1954-56 to 1964-66 5.52% 1954-56 to 1964-66 6.26% 1954-56 to 1964-66 4.65% 1954-56 to 1964-66 5.82%
1955-57 to 1965-67 5.87% 1955-57 to 1965-67 6.50% 1955-57 to 1965-67 4.65% 1955-57 to 1965-67 5.94%
1956-58 to 1966-68 5.97% 1956-58 to 1966-68 6.57% 1956-58 to 1966-68 4.69% 1956-58 to 1966-68 6.36%
1957-59 to 1967-69 5.96% 1957-59 to 1967-69 6.50% 1957-59 to 1967-69 4.73% 1957-59 to 1967-69 6.63%
1958-60 to 1968-70 5.89% 1958-60 to 1968-70 6.06% 1958-60 to 1968-70 4.88% 1958-60 to 1968-70 6.93%
1959-61 to 1969-71 5.68% 1959-61 to 1969-71 5.60% 1959-61 to 1969-71 4.97% 1959-61 to 1969-71 7.16%
1960-62 to 1970-72 5.42% 1960-62 to 1970-72 5.27% 1960-62 to 1970-72 5.14% 1960-62 to 1970-72 7.46%
1961-63 to 1971-73 5.00% 1961-63 to 1971-73 4.95% 1961-63 to 1971-73 5.05% 1961-63 to 1971-73 7.92%
1962-64 to 1972-74 4.35% 1962-64 to 1972-74 4.41% 1962-64 to 1972-74 4.92% 1962-64 to 1972-74 8.24%
1963-65 to 1973-75 3.50% 1963-65 to 1973-75 3.71% 1963-65 to 1973-75 4.83% 1963-65 to 1973-75 8.49%
1964-66 to 1974-76 2.77% 1964-66 to 1974-76 3.02% 1964-66 to 1974-76 4.92% 1964-66 to 1974-76 8.62%
1965-67 to 1975-77 2.46% 1965-67 to 1975-77 2.90% 1965-67 to 1975-77 5.00% 1965-67 to 1975-77 8.91%
1966-68 to 1976-78 2.47% 1966-68 to 1976-78 2.63% 1966-68 to 1976-78 4.83% 1966-68 to 1976-78 9.29%
1967-69 to 1977-79 2.71% 1967-69 to 1977-79 2.71% 1967-69 to 1977-79 4.63% 1967-69 to 1977-79 9.71%
1968-70 to 1978-80 3.03% 1968-70 to 1978-80 2.49% 1968-70 to 1978-80 4.40% 1968-70 to 1978-80 10.05%
1969-71 to 1979-81 3.46% 1969-71 to 1979-81 2.88% 1969-71 to 1979-81 4.16% 1969-71 to 1979-81 10.41%
1970-72 to 1980-82 3.89% 1970-72 to 1980-82 3.19% 1970-72 to 1980-82 3.78% 1970-72 to 1980-82 10.42%
1971-73 to 1981-83 4.29% 1971-73 to 1981-83 3.69% 1971-73 to 1981-83 3.49% 1971-73 to 1981-83 10.22%
1972-74 to 1982-84 4.82% 1972-74 to 1982-84 4.36% 1972-74 to 1982-84 3.37% 1972-74 to 1982-84 10.03%
1973-75 to 1983-85 5.27% 1973-75 to 1983-85 4.80% 1973-75 to 1983-85 3.17% 1973-75 to 1983-85 9.96%
1974-76 to 1984-86 5.57% 1974-76 to 1984-86 5.15% 1974-76 to 1984-86 3.01% 1974-76 to 1984-86 9.77%
1975-77 to 1985-87 5.43% 1975-77 to 1985-87 4.45% 1975-77 to 1985-87 2.81% 1975-77 to 1985-87 9.34%
1976-78 to 1986-88 4.98% 1976-78 to 1986-88 3.44% 1976-78 to 1986-88 2.71% 1976-78 to 1986-88 8.80%
1977-79 to 1987-89 4.32% 1977-79 to 1987-89 1.78% 1977-79 to 1987-89 2.36% 1977-79 to 1987-89 8.32%
1978-80 to 1988-90 3.59% 1978-80 to 1988-90 0.82% 1978-80 to 1988-90 1.88% 1978-80 to 1988-90 7.92%
1979-81 to 1989-91 2.99% 1979-81 to 1989-91 0.34% 1979-81 to 1989-91 1.82% 1979-81 to 1989-91 7.38%
1980-82 to 1990-92 2.46% 1980-82 to 1990-92 0.16% 1980-82 to 1990-92 1.93% 1980-82 to 1990-92 7.06%
1981-83 to 1991-93 1.93% 1981-83 to 1991-93 -0.50% 1981-83 to 1991-93 2.43% 1981-83 to 1991-93 6.72%
1982-84 to 1992-94 1.37% 1982-84 to 1992-94 -1.81% 1982-84 to 1992-94 2.90% 1982-84 to 1992-94 6.49%
1983-85 to 1993-95 0.87% 1983-85 to 1993-95 -1.71% 1983-85 to 1993-95 2.62% 1983-85 to 1993-95 6.12%
1984-86 to 1994-96 0.49% 1984-86 to 1994-96 -1.51% 1984-86 to 1994-96 2.25% 1984-86 to 1994-96 5.89%
1985-87 to 1995-97 0.19% 1985-87 to 1995-97 -1.51% 1985-87 to 1995-97 1.78% 1985-87 to 1995-97 5.81%
1986-88 to 1996-98 -0.35% 1986-88 to 1996-98 -2.94% 1986-88 to 1996-98 1.59% 1986-88 to 1996-98 5.73%
1987-89 to 1997-99 -0.70% 1987-89 to 1997-99 -2.50% 1987-89 to 1997-99 2.51% 1987-89 to 1997-99 5.63%

Average 3.74% Average 3.18% Average 3.63% Average 7.53%

Average of 10-year Rolling Averages EPS, DPS and BVPS 3.52%

Source:  2003 Mergent Public Utility and Transportation Manual

Electric Utility
DPS, EPS, BVPS & GDP

10-Year Compound Growth Rate Averages (1947-1999)
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

 (1) (2) (3) (4) (5) (6)

Arithmetic Geometric Arithmetic Geometric
Average Average CAPM CAPM
 Market Market Cost of Cost of

Risk Company's  Risk Risk Common Common
Free Value Line  Premium Premium Equity Equity

Company Name Rate  Beta (1926-2009) (1926-2009) (1926-2009) (1926-2009)

Alliant Energy 4.16% 0.70 6.00% 4.40% 8.36% 7.24%

American Electric Power 4.16% 0.70 6.00% 4.40% 8.36% 7.24%

Cleco Corp. 4.16% 0.65 6.00% 4.40% 8.06% 7.02%

DPL Inc. 4.16% 0.60 6.00% 4.40% 7.76% 6.80%

IDACORP, Inc. 4.16% 0.70 6.00% 4.40% 8.36% 7.24%

PG&E Corp. 4.16% 0.55 6.00% 4.40% 7.46% 6.58%

Pinnacle West Capital 4.16% 0.70 6.00% 4.40% 8.36% 7.24%

Southern Company 4.16% 0.55 6.00% 4.40% 7.46% 6.58%

Westar Energy, Inc. 4.16% 0.75 6.00% 4.40% 8.66% 7.46%

Xcel Energy 4.16% 0.65 6.00% 4.40% 8.06% 7.02%

   Average 0.66 8.09% 7.04%

Column 1 = The appropriate yield is equal to the average 30-year U.S. Treasury Bond yield for October, November and
                   December 2010 which was obtained from the St. Louis Federal Reserve website at http://research.stlouisfed.org/fred2/series/GS30/22.

Column 2 =  Beta is a measure of the movement and relative risk of an individual stock to the market as a whole as reported by the Value Line Investment Survey:
                    Ratings & Reports,  November 5 and 26,  and December 24, 2010.

Column 3 = The Market Risk Premium represents the expected return from holding the entire market portfolio less the expected return from holding 
                   a risk free investment.  The appropriate Market Risk Premium for the period 1926 - 2009 was determined to be 6.00% based on an 
                   arithmetic average as calculated in Ibbotson Associates, Inc.'s Stocks, Bonds, Bills, and Inflation:  2010 Yearbook. 

Column 4 = The Market Risk Premium represents the expected return from holding the entire market portfolio less the expected return from holding 
                   a risk free investment.  The appropriate Market Risk Premium for the period 1926 - 2009 was determined to be 4.4% based on a  
                   geometric average as calculated in Ibbotson Associates, Inc.'s Stocks, Bonds, Bills, and Inflation:  2010 Yearbook. 

Column 5 = (Column 1 + (Column 2 * Column 3)).
                                                 
Column 6 = (Column 1 + (Column 2 * Column 4)).

Capital Asset Pricing Model (CAPM) Costs of Common Equity Estimates
Based on Historical Return Differences Between Common Stocks and Long-Term U.S. Treasuries 

for the Comparable Electric Utility Companies
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Percentage Embedded

Capital Component of Capital Cost 8.25% 8.75% 9.25%

Common Stock Equity 50.92%    ----- 4.20% 4.46% 4.71%

Preferred Stock 1.49% 5.189% 0.08% 0.08% 0.08%

Long-Term Debt 47.59% 5.944% 2.83% 2.83% 2.83%

     Total 100.00% 7.11% 7.36% 7.62%

Notes:

See Schedule 5 for the Capital Structure Ratios.

Embedded Cost of Long-Term Debt and Embedded Cost of Preferred Stock Provided in Schedule MGO-E1 of Michael G. O'Bryan's Direct Testimony.  

Weighted Cost of Capital as of March 31, 2010
for Union Electric Company

Weighted Cost of Capital Using
Common Equity Return of: Ameren Missouri
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Stock Performance 

Q4 2010 
FINANCIAL UPDATE 
QUARTERLY REPORT  
OF THE U.S. SHAREHOLDER-OWNED  
ELECTRIC UTILITY INDUSTRY 

ATTACHMENT B - 1



About EEI 
The Edison Electric Institute is the association of U.S. shareholder-
owned electric companies. Our members serve 95% of the ultimate 
customers in the shareholder-owned segment of the industry, and 
represent approximately 70% of the U.S. electric power industry. 
We also have 79 international electric companies as Affiliate mem-
bers and more than 190 industry suppliers and related organiza-
tions as Associate members. 

 
About EEI’s Quarterly Financial Updates 
EEI’s quarterly financial updates present industry trend analyses 
and financial data covering 62 U.S. shareholder-owned electric 
utility companies. These 62 companies include 57 electric utility 
holding companies whose stocks are traded on major U.S. stock 
exchanges and eleven electric utilities who are subsidiaries of non-
utility or foreign companies. Financial updates are published for 
the following topics:  
 

Dividends Rate Case Summary 
Stock Performance SEC Financial Statements (Holding Companies) 
Credit Ratings FERC Financial Statements (Regulated Utilities) 
Construction Fuel  

  
For EEI Member Companies 
The EEI Finance and Accounting Division is developing current 
year and historical data sets that cover a wide range of industry 
financial and operating metrics. We look forward to serving as a 
resource for member companies who wish to produce customized 
industry financial data and trend analyses for use in: 
 

Investor relations studies and presentations 

Internal company presentations 

Performance benchmarking 

Peer group analyses 

Annual and quarterly reports to shareholders 

 
 
 
 
 
 
 
 
 

We Welcome Your Feedback 
EEI is interested in ensuring that our financial publications and 
industry data sets best address the needs of member companies 
and the financial community. We welcome your comments,  
suggestions and inquiries. 
 
Contact: 
Mark Agnew 
Director, Financial Analysis 
(202) 508-5049, magnew@eei.org 
 
Aaron Trent 
Manager, Financial Analysis 
(202) 508-5526, atrent@eei.org 
 
Erin Hailes 
Financial Assistant 
(202) 508-5419, ehailes@eei.org 
 
Future EEI Finance Meetings 
EEI International Utility Conference 
March 13-15, 2011 
London Hilton on Park Lane 
London, United Kingdom 
 
For more information about EEI Finance Meetings, 
please contact Debra Henry, (202) 508-5496, dhenry@eei.org 

Edison Electric Institute 
701 Pennsylvania Avenue, N.W. 
Washington, D.C. 20004-2696 
202-508-5000 
www.eei.org 
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The 62 U.S. Shareholder-Owned 
Electric Utilities 
 
The companies listed below all serve a regulated distribution territory. Other utilities, such as transmission provider ITC Holdings, are not 
shown below because they do not serve a regulated distribution territory. However, their financial information is included in relevant EEI data 
sets, such as transmission-related construction spending. 

Allegheny Energy, Inc. (AYE) 

ALLETE, Inc. (ALE) 

Alliant Energy Corporation (LNT) 

Ameren Corporation (AEE) 

American Electric Power Company, Inc.
(AEP) 

Avista Corporation (AVA) 

Black Hills Corporation (BKH) 

CenterPoint Energy, Inc. (CNP) 

Central Vermont Public Service  
Corporation (CV) 

CH Energy Group, Inc. (CHG) 

Cleco Corporation (CNL) 

CMS Energy Corporation (CMS) 

Consolidated Edison, Inc. (ED) 

Constellation Energy Group, Inc. (CEG) 

Dominion Resources, Inc. (D) 

DPL, Inc. (DPL) 

DTE Energy Company (DTE) 

Duke Energy Corporation (DUK) 

Edison International (EIX) 

El Paso Electric Company (EE) 

Empire District Electric Company (EDE) 

Energy East Corporation 

Energy Future Holdings Corp. (formerly TXU 
Corp.) 

Entergy Corporation (ETR) 

Exelon Corporation (EXC) 

FirstEnergy Corp. (FE) 

Great Plains Energy Incorporated (GXP) 

Hawaiian Electric Industries, Inc. (HE) 

IDACORP, Inc. (IDA) 

Integrys Energy Group, Inc. (TEG) 

IPALCO Enterprises, Inc. 

MDU Resources Group, Inc. (MDU) 

MGE Energy, Inc. (MGEE) 

MidAmerican Energy Holdings Company 

NextEra Energy, Inc. (NEE) 

NiSource Inc. (NI) 

Northeast Utilities (NU) 

NorthWestern Corporation (NWE) 

NSTAR (NST) 

NV Energy, Inc. (NVE) 

OGE Energy Corp. (OGE) 

Otter Tail Corporation (OTTR) 

Pepco Holdings, Inc. (POM) 

PG&E Corporation (PCG) 

Pinnacle West Capital Corporation (PNW) 

PNM Resources, Inc. (PNM) 

Portland General Electric Company 
(POR) 

PPL Corporation (PPL) 

Progress Energy (PGN) 

Public Service Enterprise Group Inc. 
(PEG) 

Puget Energy, Inc. 

SCANA Corporation (SCG) 

Sempra Energy (SRE) 

Southern Company (SO) 

TECO Energy, Inc. (TE) 

UIL Holdings Corporation (UIL) 

UniSource Energy Corporation (UNS) 

Unitil Corporation (UTL) 

Vectren Corporation (VVC) 

Westar Energy, Inc. (WR) 

Wisconsin Energy Corporation (WEC) 

Xcel Energy, Inc. (XEL) 
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Companies Listed by Category 
(as of 12/31/09)  
Please refer to the Quarterly Financial Updates webpage for previous years’ lists.  

G iven the diversity of utility holding company corporate 
strategies, no single company categorization approach will be 

useful for all EEI members and utility industry analysts. Never-the-
less, we believe the following classification provides an informative 
framework for tracking financial trends and the capital markets’ 
response to business strategies as companies depart from the tradi-
tional regulated utility model. 
 
Regulated 80%+ of total assets are regulated 
Mostly Regulated 50% to 80% of total assets are regulated 
Diversified Less than 50% of total assets are regulated 

 

Categorization of the 58 publicly traded utility holding compa-
nies is based on year-end business segmentation data presented in 
10Ks, supplemented by discussions with company IR departments. 
Categorization of the five non-publicly traded companies (shown in 
italics) is based on estimates derived from FERC Form 1 data and 
information provided by parent company IR departments. 

The EEI Finance and Accounting Division continues to 
evaluate our approach to company categorization and business 
segmentation. In addition, we can produce customized categoriza-
tion and peer group analyses in response to member company 
requests. We welcome comments, suggestions and feedback from 
EEI member companies and the financial community. 

Regulated (38 of 63) 

ALLETE, Inc. 

Alliant Energy Corporation 

Ameren Corporation 

American Electric Power Company, Inc. 

Avista Corporation 

Central Vermont Public Service  
   Corporation 

CH Energy Group, Inc. 

Cleco Corporation 

CMS Energy Corporation 

Consolidated Edison, Inc. 

DPL, Inc. 

DTE Energy Company 

El Paso Electric Company 

Empire District Electric Company 

Energy East Corporation 

Great Plains Energy Incorporated 

IDACORP, Inc. 

IPALCO Enterprises, Inc. 

Maine & Maritimes Corporation 

Northeast Utilities 

NorthWestern Energy 

NSTAR 

NV Energy, Inc. 

PG&E Corporation 

Pinnacle West Capital Corporation 

PNM Resources, Inc. 

Portland General Electric Company 

Progress Energy 

Puget Energy, Inc. 

Southern Company 

TECO Energy, Inc. 

UIL Holdings Corporation 

UniSource Energy Corporation 

Unitil Corporation 

Vectren Corporation 

Westar Energy, Inc. 

Wisconsin Energy Corporation 

Xcel Energy, Inc. 
 
Mostly Regulated (20 of 63) 

Allegheny Energy, Inc. 

Black Hills Corporation 

CenterPoint Energy, Inc. 

Dominion Resources, Inc. 

Duke Energy Corporation 

Edison International 

Entergy Corporation 

Exelon Corporation 

First Energy Corp. 

Integrys Energy Group 

MGE Energy, Inc.  

MidAmerican Energy Holdings  

NextEra Energy, Inc. 

NiSource Inc. 

OGE Energy Corp. 

Otter Tail Corporation 

Pepco Holdings, Inc. 

Public Service Enterprise Group, Inc. 

SCANA Corporation 

Sempra Energy 

 
Diversified (5 of 63) 

Constellation Energy Group, Inc. 

Energy Future Holdings 

Hawaiian Electric Industries, Inc. 

MDU Resources Group, Inc. 

PPL Corporation 

 

Note: Based on assets at 12/31/09  
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The EEI Index produced a 1.3% return in the fourth quarter 
of 2010, significantly trailing the Dow Jones Industrials’ 
8.0% return, the S&P 500’s 10.7% return and the Nasdaq 
Composite’s 12.0% gain. During the quarter, the broad mar-
ket sustained the rally that began in July on signs that the 
U.S. economy would avoid a dip back into recession and that 
Europe’s political leaders would find a way to defuse the 
sovereign debt crisis affecting its weaker economies, avoid-
ing a traumatic impact on the stability of European banks. 
Fears of slowing U.S growth and the eruption of Europe’s 

Index 2004 2005 2006 2007 2008 2009 

All Companies 18.9 9.9 22.5 9.8 -20.9 14.1 

Regulated 14.4 2.7 22.6 7.8 -15.6 14.2 

Mostly Regulated 16.4 12.9 22.4 9.9 -27.0 15.6 

Diversified 36.7 24.7 22.2 18.5 -33.9 8.1 

2010 

11.9 

15.8 

8.5 

-5.2 

I. Index Comparison (% Return) 

Q4 2010 

Stock Performance 
 

1 

HIGHLIGHTS 

■ The EEI Index returned 1.3% during Q4, trailing the 
Dow Jones Industrials’ 8.0% return, the S&P 500’s 
10.7% return and the Nasdaq Composite’s 12.0% gain, 
and reversing the outperformance seen in Q2 and Q3. 

■ Supported by generally low interest rates and steady 
dividends, the Regulated group of companies produced 
an unweighted average total return of 15.8% in 2010 — 
surpassing both the Dow Jones Industrial’s 14.1% return 
and the S&P 500’s 15.1% return.  

■ The cap-weighted EEI Index returned 7.0% in 2010, 
held back by weakness in companies with competitive 
power operations whose earnings outlook has eroded 
with falling natural gas prices. The Mostly Regulated 
group returned 8.5% and the Diversified group, whose 
number has dwindled in recent years, returned –5.2%. 

■ Many regulated utilities are engaged in capital spending 
programs that should help drive solid mid- to high-single
-digit earnings growth over the next several years, which  
will augment the group’s strong dividend yield.  

EEI Q4 2010 Financial Update 

Index 2004 2005 2006 2007 2008 2009 
EEI Index 22.8 16.0 20.8 16.6 -25.9 10.7 

Dow Jones Inds. 5.3 1.7 19.1 8.9 -31.9 22.7 

S&P 500 10.9 4.9 15.8 5.5 -37.0 26.5 

Nasdaq Comp.^ 8.6 1.4 9.5 9.8 -40.5 43.9 

  2010 
7.0 

14.1 

15.1 

16.9 

Calendar year returns shown for all periods. 
^Price gain/loss only. Other indices show total return. 
Full year, except where noted. 
Source: EEI Finance Department 

II. Category Comparison (% Return) 

Calendar year returns shown for all periods. 
Returns shown here are unweighted averages of constituent company returns. The EEI 
Index return shown in Table I above is cap-weighted. 
Source: EEI Finance Department, SNL Financial and company annual reports. 

III. Total Return Comparison 

Value of $100 invested at close on 12/31/2005 

U.S. Shareholder-Owned Electric Utilities 

Note: Full year, except where noted. 
Source: EEI Finance Department 
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EEI Q4 2010 Financial Update 

IV. 10-Year Treasury Yield — Monthly 

Source: U.S. Federal Reserve 

% Average Monthly Yield, 1/1/00 through 12/31/10 

V. 10-Year Treasury Yield — Daily 

% Daily Yield, 1/1/07 through 12/31/10 

$/mmBTU 

Source: SNL Financial 

VI. Natural Gas Spot Prices 

$/mmBTU 

VII. NYMEX Natural Gas Futures  

Source: SNL Financial 

VIII. Returns by Quarter 

^Price gain/loss only. Other indices show total return. 
Source: EEI Finance Department 

Category* 
2008 

Q1 
2008 

Q2 
2008 

Q3 
2008 

Q4 
2009 

Q1 
2009 

Q2 
2009 

Q3 
2009 

Q4 
2010 

Q1 
2010 

Q2 

All Companies -12.4 6.1 -6.2 -9.3 -12.6 9.8 9.0 9.0 0.3 -3.7 

Regulated -13.6 4.9 -0.3 -5.9 -11.5 7.5 9.6 9.6 1.3 -2.7 
Mostly  
Regulated -10.1 8.7 -13.9 -14.0 -11.9 11.3 8.9 8.3 -0.8 -5.2 

Diversified -11.6 6.7 -15.5 -17.0 -22.8 22.8 5.6 8.0 -2.6 -7.1 

2010 
Q3 

12.1 

12.0 

13.7 

5.1 

2010 
Q4 

3.3 

4.8 

1.5 

-0.2 

* Returns shown here are unweighted averages of constituent company returns. The EEI Index 
return shown above is cap-weighted. 
Source: EEI Finance Department, SNL Financial and company annual reports. 

IX. Sector Comparison, Trailing 12 mo. Total Return 

Sector Total Return 
Basic Materials 31.7% 
Industrials 26.0% 
Consumer Services 23.7% 
Oil & Gas 19.7% 
Consumer Goods 19.5% 
Telecommunications 17.7% 
Aggregate Index 16.6% 
Financials 12.7% 
Technology 12.6% 
Utilities 7.8% 
EEI Index 7.0% 
Healthcare 4.5% 

For the twelve-month period ending 12/31/10 

Note: Sector Comparison page based on the Dow Jones U.S. Indexes, which are market-
capitalization-weighted indices.  Find more information at http://www.djindexes.com/ 
mdsidx/downloads/fact_info/Dow_Jones_US_Indexes_Industry_Indexes_Fact_Sheet.pdf 

X. Sector Comparison, Q4 2010 Total Return 

For the three-month period ending 12/31/10 

Note: Sector Comparison page based on the Dow Jones U.S. Indexes, which are market
-capitalization-weighted indices.  Find more information at http://www.djindexes.com/ 
mdsidx/downloads/fact_info/

Sector Total Return 

Oil & Gas 21.1% 
Basic Materials 20.5% 
Industrials 13.7% 
Aggregate Index 11.4% 
Technology 11.4% 
Consumer Services 11.2% 
Financials 11.0% 
Consumer Goods 9.9% 
Telecommunications 7.3% 
Healthcare 3.9% 
Utilities 2.3% 
EEI Index 1.3% 

Index 
2008 

Q1 
2008 

Q2 
2008 

Q3 
2008 

Q4 
2009 

Q1 
2009 

Q2 
2009 

Q3 
2009 

Q4 
2010 

Q1 
2010 

Q2 

EEI Index -10.4 7.1 -14.3 -9.9 -11.0 9.1 5.5 8.0 -2.5 -3.7 
Dow Jones 
Ind. -7.0 -6.9 -3.7 -18.4 -12.5 12.0 15.8 8.1 4.8 -9.4 

S&P 500 -9.5 -2.7 -8.4 -21.9 -11.0 15.9 15.6 6.0 5.4 -11.4 
Nasdaq 
Comp.^ -14.1 0.6 -9.2 -24.3 -3.1 20.0 15.7 6.9 5.7 -12.0 

2010 
Q3 

12.6 

11.1 

11.3 

12.3 

2010 
Q4 

1.3 

8.0 

10.7 

12.0 

1/1/05 through 12/31/10, Henry Hub 

Feb 2011 through December 2016, Henry Hub 

Source: U.S. Federal Reserve 

0.0

4.0

8.0

12.0

16.0

Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11
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550 Q1-01 319,484  
Q2-01 317,546  
Q3-01 291,035  
Q4-01 300,200  
Q1-02 317,668  
Q2-02 292,238  
Q3-02 238,331  
Q4-02 249,553  
Q1-03 240,598  
Q2-03 289,454  
Q3-03 288,073  
Q4-03 314,324  
Q1-04 329,601  
Q2-04 323,193  
Q3-04 342,460  
Q4-04 380,305  
Q1-05 395,663  
Q2-05 425,989  
Q3-05 454,727  
Q4-05 428,825  

Q1-06 422,899  
Q2-06 432,848  
Q3-06 464,281  
Q4-06 503,858  
Q1-07 525,088  
Q2-07 515,565  
Q3-07 514,946  
Q4-07 514,486  
Q1-08 456,711  
Q2-08 482,024 
Q3-08 404,472 
Q4-08 361,921 
Q1-09 316,070 
Q2-09 343,844 
Q3-09 363,185 
Q4-09 389,672 
Q1-10 377,281 
Q2-10 360,044 
Q3-10 402,014 
Q4-10 407,275 

STOCK PERFORMANCE 3 
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XI. Market Capitalization at December 31, 2010 (in $ Mil.) 

U.S. Shareholder-Owned Electric Utilities 

Company Stock Symbo  $ Ma ket Cap % Tota  
Southe n Company SO 31 958 5  7 85% 
Exe on Co po at on EXC 27 572 3  6 77% 
Dom n on Resou ces  nc  D 24 991 2  6 14% 
Duke Ene gy Co po at on DUK 23 509 2  5 77% 
NextEra Ene gy  nc  NEE 21 362 7  5 25% 
PG&E Co po at on PCG 18 657 6  4 58% 
Ame  E ec  Powe   AEP 17 255 2  4 24% 
Pub c Svc  Ent  G oup  PEG 16 104 2  3 95% 
Conso dated Ed son ED 14 028 3  3 44% 
Ente gy Co po ation ETR 13 171 7  3 23% 
Semp a Ene gy SRE 12 945 1  3 18% 
P og ess Ene gy  nc  PGN 12 783 1  3 14% 
PPL Co po at on PPL 12 700 8  3 12% 
Ed son nte nat ona  EIX 12 583 6  3 09% 
F stEne gy Co p  FE 11 254 1  2 76% 
Xce  Ene gy nc  XEL 10 848 7  2 66% 
DTE Ene gy Company DTE 7 659 1  1 88% 
W scons n Ene gy Co p  WEC 6 880 7  1 69% 
Ame en Co po ation AEE 6 745 9  1 66% 
Cente Po nt Ene gy  nc  CNP 6 636 6  1 63% 
Conste at on Ene gy  CEG 6 159 7  1 51% 
No theast Uti t es NU 5 634 9  1 38% 
SCANA Co po at on SCG 5 140 0  1 26% 
N Sou ce nc  N  4 899 9  1 20% 
P nnac e West Cap ta  PNW 4 502 8  1 11% 
OGE Ene gy Co p  OGE 4 435 6  1 09% 
NSTAR NST 4 370 3  1 07% 
CMS Ene gy Co po at on CMS 4 259 4  1 05% 
A egheny Ene gy  nc  AYE 4 115 3  1 01% 
Pepco Ho d ngs  nc  POM 4 088 0  1 00% 

Company Stock Symbo  $ Ma ket Cap % Tota  
Al ant Ene gy Co p  LNT 4 061 9  1 00% 
MDU Resou ces G oup MDU 3 814 2  0 94% 
TECO Ene gy  nc  TE 3 792 1  0 93% 
nteg ys Ene gy G oup TEG 3 769 2  0 93% 
NV Ene gy  nc  NVE 3 303 4  0 81% 
DPL nc  DPL 2 977 2  0 73% 
Westa  Ene gy  nc  WR 2 810 5  0 69% 
G eat P a ns Ene gy nc  GXP 2 621 5  0 64% 
Hawa an Elect c nd  HE 2 135 4  0 52% 
Vect en Co po ation VVC 2 060 9  0 51% 
C eco Co po at on CNL 1 860 1  0 46% 
DACORP  nc  DA 1 778 2  0 44% 

Po t and Gen  E ect c  POR 1 635 4  0 40% 
Un Sou ce Ene gy  UNS 1 309 3  0 32% 
ALLETE  nc  ALE 1 281 7  0 31% 
Av sta Co po ation AVA 1 253 0  0 31% 
PNM Resou ces  nc  PNM 1 192 1  0 29% 
E  Paso E ect c Company EE 1 181 6  0 29% 
B ack H s Co po ation BKH 1 168 0  0 29% 
No thWeste n Co p  NWE 1 043 5  0 26% 
MGE Ene gy  nc  MGEE 988 4  0 24% 
U L Ho d ngs Co po at on U L 964 0  0 24% 
Emp e D st ct Elect c EDE 919 2  0 23% 
Otte  Ta  Co po at on OTTR 807 1  0 20% 
CH Ene gy G oup  nc  CHG 772 0  0 19% 
Cen  Ve mont Pub c Svc CV 273 6  0 07% 
Un ti  Co po at on UTL 246 3  0 06% 
    
Tota  ndustry 407,274 5 100 00% 

$ B ons 

XII. EEI Index Market Capitalization (at Period End) 

Source: EEI Finance Department and Wall Street Journal 

EEI Index Market Cap (in $Billions) 
U.S. Shareholder-Owned Electric Utilities 

Note: Change in EEI Index market capitalization reflects the impact of buyout and spin-off activity in addition to 
stock market performance. 
Source: EEI Finance Department and Wall Street Journal 
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El Paso Electric Company R                  35.7  

Northeast Utilities R                  28.1  

OGE Energy Corp. MR                  28.0  

Alliant Energy Corporation R                  27.2  

Empire District Electric Company R                  26.4  

MGE Energy, Inc. MR                  24.4  

CMS Energy Corporation R                  23.9  

Integrys Energy Group, Inc. MR                  22.3  

Westar Energy, Inc. R                  22.1  

Wisconsin Energy Corporation R                  21.7  

Company Category % Return 

STOCK PERFORMANCE 4 
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XIII. Comparative Category Total Annual Returns 

Note: Return figures include capital gains and dividends. 
R = Regulated, MR = Mostly Regulated, D = Diversified 
Source: EEI Finance Department 

U.S. Shareholder-Owned Electric Utilities, Value of $100 invested at close on 12/31/2005 

 
 

 2005 2006 2007 2008 2009 2010 

EEI Index Annual Return (%)    22.47  9.83  (20.93)  14.13  11.87 

EEI Index Cumulative Return ($) 100  134.57  147.81  116.87  133.38  135.78 

Regulated EEI Index Annual Return   22.65  7.81  (15.59)  14.25 15.75 

Regulated EEI Index Cumulative Return  100  126.00  135.84  114.66  131.00 147.60 

Mostly Regulated EEI Index Annual Return  22.37  9.93  (27.00)  15.58 8.51 

Mostly Regulated EEI Index Cumulative Return 100  138.11  151.83  110.84  128.11 123.16 

Diversified EEI Index Annual Return   22.16  18.46  (33.90)  8.07 (5.16) 

Diversified EEI Index Cumulative Return 100  152.37  180.49  119.30  128.93 98.03 

XIV. EEI Index Top Ten Performers 

For the 12-month period ending 12/31/10 

sovereign debt worries had driven the broad market down 
during May and June, while regulated utilities stocks outper-
formed. In a strong quarter for the market, one might expect 
utilities to underperform, and indeed they did during Q4. But 
the broad EEI Index, which is capitalization-weighted and 
influenced by large companies with competitive generation, 
suffered from ongoing weakness in natural gas prices and the 
resultant impact on competitive electricity prices. 
 
Regulated Group’s Strength Continues 
The Regulated group of companies continued to outperform 
competitive power generators during the quarter, extending 
for the sixth consecutive quarter a trend that began in Q3 
2009. As shown in Table VIII, EEI’s Regulated group (80% 
of assets are regulated) returned 4.8% during Q4 while the 
Diversified group (less than 50% of assets are regulated) re-
turned –0.2%. The Mostly Regulated group (50% to 80% of 
assets are regulated), a mix of companies that balance regu-
lated and competitive operations to varying degrees, returned 
1.5%. However, due to the migration of company strategies 
toward traditional regulated operations in recent years, the 

Calendar year returns shown, except where noted. 
Returns are unweighted averages of constituent company returns. 
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XV. Share Ownership by Investor Category (% of total) 

U.S. Shareholder-Owned Electric Utilities 

 Dec-02 Mar-03 Jun-03 Sep-03 Dec-03 Mar-04 Jun-04 Sep-04 Dec-04 Mar-05 Jun-05 Sep-05 Dec-05 Mar-06 Jun-06 

Institutional 46.6 48.6 49.6 50 51.5 51.4 53.1 53.5 55.6 54.9 53.3 56.1 55.9 55.6 60.2 

Insider 1.5 1.6 1.6 1.6 1.6 1.7 1.7 1.7 1.7 1.8 1.8 1.8 1.8 1.8 1.8 

Retail 51.9 49.7 48.8 48.4 46.9 47.1 45.4 45.1 43.0 43.3 44.9 42.2 42.3 42.7 38.0 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Sep-06 

61.8 

1.8 

36.4 

100.0 

 Dec-06 Mar-07 Jun-07 Sep-07 Dec-07 Mar-08 Jun-08 Sep-08 Dec-09 Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 

Institutional 61.7 63.4 66.9 65.7 66.7 66.4 66.7 64.0 61.8 61.9 63.0 65.4 65.7 64.7 64.8 

Insider 1.8 1.8 1.7 1.7 1.5 1.5 1.5 1.5 1.4 1.4 1.4 1.4 1.3 1.2 1.2 

Retail 36.5 34.8 31.4 32.6 31.8 32.1 31.8 34.5 36.9 36.7 35.6 33.2 33.0 34.0 34.0 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Sep-10 

65.4 

1.2 

33.4 

100.0 

Source: SNL Financial and EEI Finance Department. Note: Institutional figures represent end-of-quarter, unweighted average of the 58 publicly traded EEI Index companies. 
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Diversified group is down to only four publicly traded com-
panies from ten in 2004, while the Mostly Regulated group 
has decreased from 26 companies to 20. 

For full-year 2010, the Regulated group’s dominance is 
clear in the data. Supported by generally low interest rates 
and steady dividends, the group produced an unweighted 
average total return of 15.8% — surpassing both the Dow 
Jones Industrial’s 14.1% and the S&P 500’s 15.1% returns. 
The cap-weighted EEI Index returned 7.0%. And as shown 
in Table XIV, seven out of the EEI Index’s top ten gainers 
for 2010 are members of the Regulated group, while the 
other three are in the Mostly Regulated group. 

 
Natural Gas Prices Remain Depressed 
The most significant trend in terms of overall macroeco-
nomic fundamentals impacting the industry during 2010 was 
the ongoing softness in natural gas spot and futures prices. 
Natural gas-fired generators are typically the marginal price 
setters in many competitive power markets across the coun-
try and natural gas prices, therefore, exert a strong influence 
on competitive power prices.  

As shown in Chart VI, after an early-year winter rally, 
spot gas prices languished around $4/mm BTU for most of 
the year. Chart VII shows the  marked decline in futures 
prices during the second half of 2010 and over the past two 

years. Domestic natural gas supply has been boosted by pro-
duction from low-cost shale reserves, while the economic 
recession and tepid recovery has reduced demand, creating a 
supply glut. As a result, analysts became increasingly bearish 
as 2010 progressed about the prospects for natural gas 
prices and long-term competitive power prices, even in a 
sustainable economic rebound. These developments  
weighed heavily on the share prices of many companies with 
significant competitive generation assets. 
 
Power Demand Boosted by Hot Summer 
After declining nearly 4% on an annual basis in recession-
wracked 2009, nationwide electricity output rose 3.7% dur-
ing the economically stronger 2010. Helped by a generally 
hot summer across the country (cooling degree days, a 
measure of air conditioning usage, were 22% higher than 
the historical average), power demand jumped 6.9% in Q3 
2010 and hit record levels in some cities, which likely con-
tributed to the industry’s share price strength during the 
summer. Nevertheless, the long-term outlook for power 
demand remains uncertain, dependent not only on the 
strength of economic growth but on the impact that energy 
efficiency, smart grid and demand response technologies, 
along with general conservation measures, will have on 
power usage. 

Institutional  ■■■ Retail  ■■■ Insider  ■■■ 

ATTACHMENT B - 9



STOCK PERFORMANCE 

EEI Q4 2010 Financial Update 

6 

Utility Dividends Offer Relief from Low Interest Rates 
Interest rates continue to be a wildcard for the industry and 
its investors, most directly impacting regulated utility shares, 
which often appeal to income-oriented investors as a bond 
substitute with dividend growth potential. Widespread pre-
dictions by economists in recent years that interest rates will 
rise have continually been confounded by declining rates.  

As shown in Table V, the 10-year Treasury yield fell 
from 3.8% at the start of the year to under 2.5% in October. 
But after the Federal Reserve’s early November announce-
ment that it would implement a second round of quantita-
tive easing to support the economy, the 10-year Treasury 
yield posted it’s sharpest climb since early 2009, and finished 
the year at 3.3% (a level, nevertheless, still quite low by his-
torical standards).  

With bond yields low, the strong dividends and slow 
but steady earnings growth offered by  many utilities have 
been an important source of support for the industry’s 
stocks. At December 31, the average dividend yield for the 
EEI Index’s 63 publicly traded utilities stood at 4.5%, well 
above the S&P 500’s 1.8%. However, many Wall Street ana-
lysts have commented that regulated utilities tend to under-
perform the broad markets during periods of rising rates. 
Should interest rates rise significantly during 2011 and be-
yond, the group would likely face a struggle to sustain the 
strong performance of recent years. The Regulated group 
has benefitted as interest rates have declined, earnings 
growth prospects have stayed healthy and as investors have 
sought stability during periods of market uncertainty. The 
Regulated Group has outperformed the S&P 500 in five of 
the last seven calendar years (through 2010). 

 
Industry Prospects Appear to Be Sound 
Many regulated utilities are engaged in capital spending pro-
grams that should help drive solid mid- to high-single-digit 
earnings growth over the next several years, which analysts 
point to as an ongoing source of attraction for investors in 
addition to the sector’s dividends. Moreover, recent EPA 
moves to limit coal plant emissions through the Clean Air 
Transport Rule (CATR) — which will target SOx and NOx  
emission — and a Maximum Achievable Control Technol-
ogy (MACT) rule for mercury will conceivably force the 
retirement of  50 to 60 gigawatts of  older, inefficient coal 
plants within the next five to ten years, according to many 
Wall Street analysts who follow the industry. This represents 
a sizeable slice of  a total coal fleet that totals approximately 
340 gigawatts.  

Replacing this capacity and upgrading other coal plants 
with emissions control technology offers the potential for 
extended strong rate base growth at regulated utilities. How-
ever, as is always the case in this most political of  industries, 

maintaining healthy regulatory relationships will be a key to 
achieving reasonable returns for investors.  

The sharp decline in natural gas prices in recent years 
has helped to moderate the rise in end-user rates required to 
finance the industry’s elevated capital spending. While most 
analysts now predict that natural gas prices will remain low 
over the next few years, any significant uptrend has the po-
tential to boost the fuel cost component of  rates and renew 
the more confrontational regulatory politics seen in some 
jurisdictions several years ago, when power prices were 
forced upward by surging natural gas prices.  

 
Political Strengths 
However, utilities have important political strengths as well. 
Their capital investment programs are a source of  high-
quality jobs and they are often among the largest employers 
in a given state. In an economy burdened by chronically 
high unemployment and considerable nervousness about 
job stability — even among those who are employed — 
regulators, utility managements, company employees and 
local communities all agree that financially healthy utilities 
and the good jobs they offer serve everyone’s best interest. 
Nevertheless, the judicious management of  regulatory rela-
tionships will likely be among the most important factors in 
achieving success for shareholders and all stakeholders in 
the years ahead. 

 
No Longer Undervalued 
By late in the year, most industry analysts were commenting 
that utility price earnings multiples had climbed above their 
historical average levels and that the undervaluation evident 
earlier in the year had largely disappeared. However, with 
interest rates as low as they are and the risk of  a return to 
broad economic weakness still very much in play, there was 
a general sense of  confidence that the sector’s capital invest-
ment growth potential and strong dividend yields offer a 
floor of  support for its stock prices, especially if  the econ-
omy should suffer renewed weakness.  

The situation for competitive power providers was less 
certain. While few analysts were willing to call the bottom 
for competitive power — and indeed earnings for many will 
likely decline over the next several years as higher-priced 
hedges roll off  — some suggested that the grinding bear 
market may bottom in 2011. The year will bring additional 
clarity from the EPA about new regulations for a wide range 
of  emissions, which in turn will offer insights about the 
magnitude of  needed coal plant retirements and the indus-
try’s strategy for replacing this capacity — likely emphasiz-
ing natural gas generation. PJM’s May 2001 capacity auction 
for the 2014/2015 year was widely cited as a key indicator 
of  any potential power market turnaround. But a solid earn-
ings recovery likely remains several years in the future.■  

ATTACHMENT B - 10



ATTACHMENT C



ATTACHMENT D - 1



ATTACHMENT D - 2



ATTACHMENT D - 3



ATTACHMENT D - 4



ATTACHMENT D - 5



ATTACHMENT D - 6



ATTACHMENT D - 7



ATTACHMENT D - 8



ATTACHMENT D - 9



ATTACHMENT D - 10



ATTACHMENT D - 11



ATTACHMENT D - 12



ATTACHMENT D - 13



ATTACHMENT D - 14



ATTACHMENT D - 15



ATTACHMENT D - 16



ATTACHMENT D - 17



ATTACHMENT D - 18



ATTACHMENT D - 19



ATTACHMENT D - 20



ATTACHMENT D - 21



ATTACHMENT D - 22



ATTACHMENT D - 23



ATTACHMENT D - 24



ATTACHMENT D - 25



ATTACHMENT D - 26



ATTACHMENT D - 27



ATTACHMENT D - 28



ATTACHMENT D - 29



ATTACHMENT D - 30



ATTACHMENT D - 31



ATTACHMENT D - 32



ATTACHMENT D - 33



ATTACHMENT D - 34



ATTACHMENT D - 35



ATTACHMENT D - 36



ATTACHMENT D - 37



ATTACHMENT D - 38



ATTACHMENT D - 39



ATTACHMENT D - 40



ATTACHMENT D - 41



ATTACHMENT D - 42



ATTACHMENT D - 43



ATTACHMENT D - 44



ATTACHMENT D - 45



ATTACHMENT D - 46



ATTACHMENT D - 47



ATTACHMENT D - 48



ATTACHMENT D - 49



ATTACHMENT D - 50



ATTACHMENT D - 51



ATTACHMENT D - 52



ATTACHMENT D - 53



ATTACHMENT D - 54



ATTACHMENT D - 55



ATTACHMENT D - 56



ATTACHMENT D - 57



ATTACHMENT D - 58



ATTACHMENT D - 59



ATTACHMENT D - 60



ATTACHMENT D - 61



ATTACHMENT D - 62



ATTACHMENT D - 63



ATTACHMENT D - 64



ATTACHMENT D - 65



ATTACHMENT D - 66



ATTACHMENT D - 67



ATTACHMENT D - 68



ATTACHMENT D - 69



ATTACHMENT D - 70



ATTACHMENT D - 71



ATTACHMENT D - 72



ATTACHMENT D - 73



ATTACHMENT D - 74



ATTACHMENT D - 75



ATTACHMENT D - 76



ATTACHMENT D - 77



ATTACHMENT D - 78



ATTACHMENT D - 79



ATTACHMENT D - 80



ATTACHMENT D - 81



ATTACHMENT D - 82



ATTACHMENT D - 83



ATTACHMENT D - 84



ATTACHMENT D - 85



ATTACHMENT D - 86



ATTACHMENT D - 87



ATTACHMENT D - 88



ATTACHMENT D - 89



ATTACHMENT D - 90



ATTACHMENT D - 91



ATTACHMENT D - 92



ATTACHMENT D - 93



ATTACHMENT D - 94



ATTACHMENT D - 95



ATTACHMENT D - 96



ATTACHMENT D - 97



ATTACHMENT D - 98



ATTACHMENT D - 99



ATTACHMENT D - 100



ATTACHMENT D - 101



ATTACHMENT D - 102



ATTACHMENT D - 103



            

      

September 29, 2009 

United States: Utilities: Power - Electric 

Utilities 

 

  

Powering On: Tilting to commodity oriented utilities and IPPs 

Upgrading IPPs from Neutral to Attractive; RRI Energy to CL Buy 

With expected improvements in spot commodity prices, along with a 

continued uptick in power demand, we upgrade Independent Power 

Producers (IPPs) and reiterate our Attractive view on Diversified Utilities.  

Commodity levered utilities and IPPs lagged other energy/commodity 

sectors YTD, creating mean reversion potential going forward.  While 

dividend yield spreads still remain attractive, we downgrade Regulated 

Utilities to Neutral, given limited average upside to larger cap targets. 

Within the regulated space, we tilt more towards smaller cap stocks.  

We upgrade RRI Energy (RRI) to Conviction Buy, as the most un-hedged 

name in our universe.  We also reiterate our Conviction Buy rating on 

large-cap nuclear generator Entergy (ETR) and remove small-cap Great 

Plains Energy (GXP) from the Conviction List, although we maintain our 

Buy rating.  We downgrade Portland General (POR) to Neutral from Buy 

due to recent share price performance and concerns about 2010 guidance. 

Since being added to Americas Buy List on August 17, 2009 POR is up 

5.7% and since being to the CL Buy List on the same date, GXP is up 4.9% 

vs. the XLU up 2.8% and the S&P500 up 8.5%. 

Industry context and estimate changes 

As weather-adjusted electricity demand declined 4%-5% YTD and 

industrial demand decreased over 10%, we now expect YoY comparisons 

for power demand to improve as GDP and industrial production accelerate. 

We revise our demand forecast slightly for 2010, from 0.6% to 0.4%, due to 

our new bottoms-up versus top-down demand forecast, but still expect a 

pick-up next year in industrial and residential demand.  

Overall, we revise estimates to reflect this new demand forecast. We 

increase multiples to levels slightly below historical mean levels, given our 

gas/power price forecast levels remain in most areas near forward strip 

estimates. 

Catalysts and risks 

Key sector risks include (1) lower than expected commodity prices, (2) 

decreased power demand, (3) higher expected financing and capital 

spending needs, and (4) rising interest rates and inflation.  Catalysts 

include an industry conference in November, auctions in various regional 

power markets and signs of improvement in weekly demand.  

  

RELATED RESEARCH 

Stepping up the voltage: Upgrading Regulated & 

Diversified Utilities. June 25, 2009. 

Dimming the lights: Downgrading Utilities on relative 

outperformance and weak demand. December 11, 2008. 

RATINGS, TARGETS, AND RETURNS 

Close Tot Ret
Ticker Rating 09/28/09 Target to Target

Diversified Utilities
Ameren AEE Sell $25.74 $25 3%
Allegheny Energy AYE Neutral $26.96 $31 17%
Edison International EIX Neutral $34.01 $39 19%
Entergy ETR CL Buy $79.64 $101 31%
Exelon EXC Buy $50.12 $62 28%
Sempra Energy SRE Neutral $50.17 $59 20%
Mean 20%
Median 19%

Large Cap Regulated Utilities
American Elec Power AEP Buy $31.13 $37 24%
Duke Energy DUK Neutral $15.93 $15 0%
Consolidated Edison ED CL Sell $41.40 $38 -3%
PG&E PCG Neutral $40.91 $43 9%
Progress Energy PGN Neutral $39.60 $40 7%
Mean 8%
Median 7%

Mid & Small-Cap Regulated Utilities
Cleco CNL Neutral $25.10 $25 3%
El Paso Electric EE Neutral $17.84 $21 18%
Great Plains Energy GXP Buy $18.17 $22 26%
NSTAR NST Sell $32.09 $29 -5%
Northeast Utilities NU Neutral $23.99 $26 12%
Portland General Electric POR Neutral $20.07 $23 20%
SCANA Corporation SCG Neutral $35.30 $40 19%
NV Energy NVE Neutral $11.59 $14 24%
Wisconsin Energy WEC Neutral $45.11 $48 9%
Westar Energy WR Neutral $19.60 $23 23%
Mean 15%
Median 18%

Special Situation Utilities and IPPs
NRG Energy NRG Buy $27.20 $37 36%
Ormat Technologies ORA Neutral $41.03 $41 1%
RRI Energy RRI CL Buy $6.98 $9 29%
Mean 22%
Median 29%

Identification

Source: Goldman Sachs Research estimates 
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Portfolio Manager Summary – Own utilities, given improving 
fundamentals, relative under-performance and valuation 

The broader utilities sector, especially the commodity levered names within the 

space, screen attractively after sizable underperformance YTD versus the S&P500 and 

since January 2008 versus other commodity oriented sectors.   We reiterate our 

Attractive coverage view on Diversified Utilities, while upgrading the Independent Power 

Producer (IPP) sub-sector to Attractive, due to (1) improving YoY demand trend 

comparisons and improving spot commodity prices, (2) significant relative 

underperformance versus the S&P500 and commodity-exposed sectors, as shown in 

Exhibit 1-3 below, (3) valuation on longer term metrics, and (4) a continued low interest 

rate and inflationary environment, as forecast by the GS Economics team.  We lower our 

coverage view on Regulated Utilities to Neutral, since few of the larger cap bell-weather 

names screen attractively here.  Equity issuances, a significant sector-wide overhang 

entering 2009, no longer weigh on the group, as only a few names require infusions in 

2010.  We still expect YoY demand growth in 2010, with improving fundamentals, up 0.4% 

from 2009 levels, as well as forecasting a sizable increase in spot commodity prices next 

year from current levels. 

Exhibit 1: Utilities sector screens attractively after significant YTD underperformance 

share price performance, ytd 
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Source: Goldman Sachs Research.  
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Exhibit 2:  IPPs and Diversified Utilities underperformed 

other commodity sensitive equities YTD… 

share price performance, ytd  

 Exhibit 3: IPPs and Diversified Utilities underperformed 

other commodity sensitive equities January 2008 

share price performance, since 1/1/2008 
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Note: Performance is from equities under GS coverage 

 
Source: Goldman Sachs Research. 
Note: Performance is from equities under GS coverage 

 

After a painful 2009 YTD trajectory for electricity demand, we revise our forecast to 

reflect a more bottoms up (versus top-down) approach – projecting consumption 

across the industrial, commercial and residential classes.  Historically, a top-down 

approach tied to GDP accurately predicted electricity demand, where trends showed that 

every 1% change in real GDP growth drove a 0.6%-0.7% change in electricity demand.  

Entering 2009, we remained bearish on electricity demand fundamentals and therefore 

consensus estimates – our bearish forecasts still understated demand, as GDP weakened 

and industrial production collapsed.  A GDP-based top down forecast holds long-term 

value in our view, but a more bottoms up approach appears more viable going forward to 

capture changes by customer class.  

• A series of correlation analyses show that Industrial Production (IP), total 

fixed investment and unemployment emerge as key drivers of power 

demand.  We analyzed a host of factors across each class, as shown in Exhibit 6, 

determining that forecasts for Industrial Production maintain a greater statistical 

correlation than GDP forecasts in terms of assessing MWh sales to industrial 

customers.  Similarly, metrics tied to unemployment rates and total fixed 

investment – albeit as lagging indicators – drive sales to commercial customers.  

Weather drives residential demand growth, historically at 1.5%-2.0% annually, 

with minimal signs to date of efficiency gains on a national scale, although some 

level should emerge in the coming years given sizable stimulus-related 

investments.  

• Sentiment around electricity demand will improve, given better YoY 

comparisons and accelerating GDP growth. Early signs should emerge that 

electricity demand will stabilize, with QoQ and then YoY comparisons improving.  

Demand for 2H2009 should decline only 2%-3% from 2H2008 levels – an 

improvement from trough-like levels in 1H2009, with a pick-up in industrial and 

residential MWh sales driving growth in 2010.  Normalized demand growth for 

2011-2012 could reach 1.5%-1.7% even with slight efficiency gains included, with 

sales to commercial customers presenting the biggest near-term risks 

For merchant generators, improving demand fundamentals and spot commodity 

prices over the next 6-12 months should lead to multiple expansion.  We raise 

multiples on pure-play IPPs in our universe – NRG Energy and RRI Energy – to reflect 

improved sentiment and the significant FCF generation likely in a $5.50-$7/MMBtu natural 
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gas price environment.  Applying a 7.0X multiple on these predominantly base-load 

generators remains somewhat below historical mean/median levels of approximately 

7.25X, reflecting improving, but still below trend electricity demand growth in 2010.   

Regulated Utilities still trade below historical multiples, but few large caps screen 

well, driving our change in coverage view.  Regulated Utilities currently trade near 9.9X 

our 2012 expected EPS, implying an 8% discount to the long-term average of 10.9X (since 

2005).  On near-term multiples, Regulated Utilities trade at roughly 12.4X on our FY2 

estimates and 11.9X on consensus– below historical levels closer to 12.5X.  We anticipate a 

mean reversion toward the historic average over the next 12-months – given better 

demand fundamentals and higher earnings and rate base growth – driving our increase of 

P/E multiples from 9X to 10-10.5X on 2012 EPS.  However, many of the bellwether names 

screen less attractively than small/mid cap regulated stocks, with less upside to target 

prices. 

We add RRI Energy (RRI) to our Americas Conviction Buy list, while reiterating our 

Conviction Buy on Entergy (ETR) and removing Great Plains Energy (GXP) from the 

Conviction Buy list, although maintaining our Buy rating on this regulated name.   We 

upgrade RRI Energy (RRI), an Independent Power Producer (IPP) from Neutral to Conviction 

Buy, as we raise estimates on lower expected coal costs at one of its key coal facility that 

burns waste coal, not traditional Appalachian based coal.  RRI provides the best FCF profile 

within our universe and maintains the commodity leverage, with the shares still below 

historical levels, as RRI trades at 70%-75% below January 2008 levels and 50% below 

January 2007 pricing.  We remove GXP from the Conviction Buy list, but maintain our Buy 

rating, given a lack of near-term catalysts and concern on 3Q weather impacting estimates.   

Given recent performance and concerns on 2010 guidance, we downgrade Portland 

General (POR), while reiterating a Buy rating on large-cap American Electric Power 

(AEP).  After upgrading POR on August 17, the shares have outperformed other Regulated 

Utilities by 250-300bps, although lagging the S&P 500.  We downgrade POR given our 

concerns that 2010 guidance will disappoint, given our forecast of $1.63 versus consensus 

levels of $1.75.  We reiterate our Buy rating on AEP, the one large cap Regulated Utility we 

prefer, primarily on valuation, as AEP trades at a 16%-18% discount to peers on 2010-2011 

estimates.  
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Lighten up with a deep dive into electricity demand fundamentals 

Top-down, GDP-based demand forecasts – a good long-term 

forecasting tool, but less effective in the near-term 

The historical top-down relationship between real GDP growth and electricity 

demand “broke down” earlier this year. As outlined in our December 11, 2008 note, 

“Dimming the Lights,” annual weather-adjusted electricity demand growth historically 

correlates well to YoY real GDP growth, as detailed in Exhibit 4. Over time, every 1% 

change in GDP growth drove a 0.6%-0.7% change in electricity demand.  We entered 2009 

assuming a 1% YoY decline in weather-normalized demand, driven by an expected 1.6% 

decline in real GDP.  However, real GDP decelerated faster than expected, down 3-4% in 

1H2009, but the historical correlation with power demand “broke down” in 1H2009, with 

actual power demand down 4%, worse than the 2-2.5% that a top-down GDP-driven model 

would imply.  

 

Exhibit 4:  Historically, every 1% change in YoY GDP, 

drives a 0.6-0.7% change in electricity demand… 

yoy power demand and gdp growth (1975-2007) 

 Exhibit 5: …but, the historical correlation with power 

demand broke down in 2009, with actual power demand 

worse than a top-down GDP model would imply 

yoy weekly power demand, weather-normalized 
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Source: Goldman Sachs Research, EEI. 

 

We primarily attribute the 2009 dislocation of GDP-to-electric sales from this historical 

trend to the steep fall off in industrial electricity demand. The industrial customer class 

represents a disproportionately high share of total electric consumption relative to 

industrial-related activity as a percentage of the total economy. Therefore, the recent sharp 

fall off of in usage by industrial customers appears to be understated in a GDP-based 

model.  

A top-down model approach remains relevant, particularly as a sanity check in more 

normal GDP environments.  As industrial demand normalizes in 2010 and 2011, we 

expect electricity demand to converge with its historical relationship with GDP. Weather-

adjusted demand growth under a US real GDP forecast of 2.0% in 2010 would be 1.25% 

under our top-down model – a modestly higher outcome near-term than our new model 

approach (discussed below) derives – and 1.5-2% in 2011 and beyond, given a long-term 

real GDP growth rate of 2.5-3%.  
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Bottom-up demand forecasts – implementing a more granular 

electricity demand forecast 

Our new demand deck, based on a bottoms-up approach by customer class, also 

shows electricity demand should improve in 2010.  We adopt a new bottoms-up 

approach to forecasting electricity demand by customer class for industrial, 

commercial and residential customers – through 2012 and expect 0.4% YoY weather 

normal growth in 2010.   As highlighted in Exhibit 6 below, after assessing a variety of 

factors and variables for industrial MWh demand, industrial production assumptions – 

and not GDP – emerge as the most highly correlated.  For commercial demand, total 

fixed investment and unemployment drive our bottoms-up approach and show continued 

risk in demand for this segment, while a more basic trend analysis, incorporating 

efficiency gains, remains the best method for estimating residential demand.  

Exhibit 6: Industrial production is the key driver for industrial electricity demand, while total fixed investment and 

unemployment rates are among the best predictors for commercial demand  

correlation of various macroeconomic statistics to customer class-specific electricity demand 
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Electricity demand growth will rebound via three key stages, with the first stage 

occurring in 2H2009.  As outlined in Exhibit 7, the trajectory of the recovery in electricity 

demand will likely experience three stages: (1) exiting a cyclical bottom, with YoY demand 

declines improving from 1H2009 trough-like levels even with continued industrial 

weakness, (2) a more steady recovery of electricity sales in 2010, with modest growth of 

0.4% even though commercial MWh sales will disappoint, and (3) more “normalized” for 

2011-2012, although pressured somewhat by efficiency gains.  We adjust our weather 

normalized estimates to factor in the YoY impact of weather, as detailed in Exhibit 8.  

Exhibit 7: Our bottoms-up, weather normalized forecasts shows slight growth in 2010, driven by a pickup in industrial 

demand 

weather-normalized YoY demand forecasts 

3Q2009 4Q2009 1Q2010 2Q2010 3Q2010 4Q2010 FY2010 FY2011 FY2012
National -2.9% -2.2% -0.6% 0.0% 0.8% 1.3% 0.4% 1.5% 1.7%
Industrial -9 2% -6.1% -1.5% 1.4% 1.6% 1.4% 0.7% 0.2% 0.1%
Residential 0.1% 0.9% 1.4% 0.9% 1.4% 1.4% 1.3% 1.9% 1 9%
Commercial -2 2% -2.6% -2.4% -1.9% -0.3% 1.1% -0.9% 1.9% 2 6%

Phase 1: 
Exiting Demand Bottom

Industrial sales improving 
significantly, driving us out of 
the cyclical bottom in demand

Phase 2:
Steady Recovery

Residential and industrial 
sales are positive YoY, while 
commercial to remain weak

Phase 3:
Return to Normal

Return to long-run growth rate of 
1 5 - 1 7%, with commercial 
demand growth outpacing 

industrial and residential sales

  

Source: Goldman Sachs Research, EIA, GS Global ECS Research.  

Exhibit 8: We normalize for weather impacts in our electricity demand forecasts, driving 

various regional forecasts and a national forecast of +0.4% YoY in 2010 

2010 weather-normalized demand by EIA region 

+ 0.8%
PACIFIC

+ 1.0%
MOUNTAIN

+ 0.3%
WEST N CEN

- 0.1%
WEST S CEN

0.0%
EAST S CEN

+ 0.5%
EAST N CEN

- 0.1%
EAST N CEN

+ 0.6%
MID ATLANT 

+ 0.3%
NEW ENGL

  

Source: Goldman Sachs Research, EIA.  
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Industrial MWh sales should increase in 2010 with a rebound in Industrial Production, 

but longer-term trends in industrial MWh sales remain challenging.  As shown in 

Exhibit 9-10 below, industrial MWh sales appear highly correlated with Industrial 

Production (IP) with an R-squared of approximately 67%.  IP declined approximately 13% in 

2Q2009, leading to a significant downtick in industrial electricity demand.  The Goldman 

Sachs Global ECS team projects a robust IP recovery in 2Q-4Q2010, likely leading to an 

increase of 1-2% in electricity consumption by industrial customers. However, in a more 

normalized production environment post-2010, we believe industrial electricity demand 

will once again lag other customer classes, as we believe it takes at least a YoY 3.7% 

increase in IP (above historical trend) to drive just a 1% increase in industrial MWh sales.  

 

Exhibit 9:  Economists forecast a strong increase in 

industrial production will drive the economic recovery – 

a positive for 2010 industrial MWh demand  

backtest of industrial production-based forecasting 

methodology to industrial electric consumption 

 

 Exhibit 10: However, it takes above trend US production 

growth to drive a just 1% increase in industrial MWh 

sales – a long-term risk to industrial demand 

correlation between IP and industrial sales 
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Industrial Production (X) to Industrial Sales (Y)
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R2 = 0.6742-20%
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-10%
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0%
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10%
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Source: Goldman Sachs Research. 
 

Source: Goldman Sachs Research. 

 

Commercial demand growth appears closely correlated with total fixed business 

investment and unemployment rate variables.  Unemployment rate levels and total 

fixed investment, at a 3 month and 9 month lag, respectively, emerge as the best 

predictors of electricity demand for commercial customers.  Long-term commercial 

demand growth will likely outpace growth rates for industrial and residential customers, 

but risk exists for 2010 expectations, as continued high unemployment and below-trend 

investment levels will weigh on demand from this segment.  We expect a YoY increase in 

weather-normalized sales to commercial customers of 0.9% versus a historical growth rate 

closer to 2.5%.     
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Exhibit 11:  We use a 50-50 blend of unemployment … 

backtest of unemployment rate-based forecasting 

methodology to commercial electric consumption 

 

 Exhibit 12: …and total fixed investment to drive our 

commercial customer class MWh demand forecasts 

backtest of total fixed investment-based forecasting 

methodology to commercial electric consumption 
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Source: Goldman Sachs Research. 

 

Exhibit 13: GS Global ECS forecast unemployment rates will be near or above 10% 

through 2010, weighing on commercial electricity demand  

unemployment rate forecasts 
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Source: GS Global ECS Research, Goldman Sachs Research.  

Historically, residential electricity demand increased annually by 2.0%-2.5% and 

upside to our expectation exists if efficiency gains do not emerge.  We utilize a trend 

based analysis to predict weather-normalized power demand for the residential customer 

class and assume 1.9% growth for 2011/2012.  This incorporates a rough estimate for 

efficiency gains – gains we incorporate to reflect the significant spending brought by the 

American Recovery and Reinvestment Act.   We note that usage per residential customers, 

especially over the last 5-10 years, continued to increase, not decrease, so upside to our 

forecasts for residential demand growth for 2011-2012 exists if even modest 10-20 bps 

efficiency gains that we assume do not emerge.   
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Exhibit 14: From 1990-2007, we observed MWh usage per residential customer increase, 

so upside to our demand growth forecasts exist if efficiency gains do not materialize 

annual MWh usage per residential customer 
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Source: Goldman Sachs Research.  

Utilities in the Midwest, the South and the Plains states should benefit in 2010 as 

industrial MWh sales respond to higher industrial production levels.  In our universe, 

on 2007 estimates, Conviction Buy-rated ETR and Buy-rated AEP remain among the most 

levered to electricity sales to industrial customers, given a greater proportion of total sales 

to this segment, as highlighted in Exhibit 15 below.  We note companies with sizable 

exposure to commercial customer demand – including Sell-rated NSTAR (NST) – may 

experience demand weakness above peer levels given higher-than-average exposure to 

MWh sales to commercial customers.  California and NY based utilities, even though they 

maintain sizable exposure to the commercial segment, maintain rate structures that 

include decoupling from demand, thus significantly less exposed to demand trends overall. 
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Exhibit 15: American Electric Power and Entergy are among the most levered to industrial 

demand, while NSTAR is among the most commercially-exposed 

2007 customer class breakdown by regulated utility segment 
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Source: SNL. 

We revise estimates to reflect our new demand forecast and minor 

changes to power price assumptions 

For both Regulated Utilities and Diversified Utilities, we update our estimates to 

reflect new electricity demand assumptions for their regulated businesses.  As 

detailed above and summarized in Exhibit 16 below, we revise our electricity demand 

growth assumptions, impacting EPS estimates for regulated segments prior to rate case 

adjustments in future periods.  On average, our 2010 estimates for Regulated Utilities 

remain approximately 4% below consensus – with below consensus views on Duke Energy 

(DUK-Neutral), Portland General (POR-Neutral) and NSTAR (NST-Sell) and an above 

consensus view for Great Plains Energy (GXP-Buy). 
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Exhibit 16: Old versus new demand forecasts 

weather-normalized YoY demand forecasts 

Old New Differ.
3Q2009 0.0% -2.9% -2.9%
4Q2009 -0.3% -2.2% -1.9%
1Q2010 0.6% -0.6% -1.2%
2Q2010 0.6% 0.0% -0.6%
3Q2010 0.6% 0.8% 0.2%
4Q2010 0.6% 1.3% 0.7%
FY2010 0.6% 0.4% -0.2%
FY2011 1.5%
FY2012 1.7%

Weather-Normal YoY Nat'l. 
Demand Forecasts  (%)

 

Source: Goldman Sachs Research.  

For Diversified Utilities and the IPPs, we also make modest changes to power price 

forecasts.  In addition to revising demand estimates for regulated segments, we also 

implement minor power price adjustments in the Midwest and industrial portions of the 

Mid-Atlantic/Northeast.  Natural gas prices continue to drive power price assumptions – as 

forecast by the Goldman Sachs E&P research team, we continue to expect a significant 

uplift in 2010/2011 power prices, driven by higher natural gas levels.    Among commodity 

levered names, our 2010 forecasts differ significantly for Sell-rated Ameren (AEE) and for 

Buy-rated Exelon (EXC), although we recognize that a large portion of the upside inherent 

in EXC remains tied to eventual implementation of carbon regulations, as detailed in our 

June 25 note, “Carbonomics: Measuring impact of US carbon regulation on select 

industries.”  

Exhibit 17: Old versus new commodities forecasts  

CAPP Coal PRB Coal

new old new old unchanged unchanged

3Q 2009E $67.00 $65.00 $3.40 $4.00 $50.00 $10.50
4Q 2009E $77.00 $70.00 $4.00 $4.50 $55.00 $11.00
FY 2009E $61.72 $59.47 $3.98 $4.25 $52.23 $10.22

1Q 2010E $85.00 $80.00 $5.00 $5.00 $55.00 $12.00
2Q 2010E $85.00 $80.00 $5.00 $5.00 $55.00 $12.00
3Q 2010E $90.00 $80.00 $5.50 $5.50 $55.00 $12.50
4Q 2010E $100.00 $80.00 $6.50 $6.50 $55.00 $13.00
FY 2010E $90.00 $80.00 $5.50 $5.50 $55.00 $12.38

2011E $110.00 $100.00 $7.00 $7.00 $60.00 $14.00
2012E $105.00 $105.00 $6.50 $6.50 $65.00 $14.00
2013N $85.00 $85.00 $6.50 $6.50 $70.00 $13.00

WTI Oil Henry Hub Gas

 

Source: Goldman Sachs Research.  

We forecast significant FCF yields for the IPPs, providing opportunities for debt reduction, 

buybacks, or growth.  Based on our commodity price forecasts and capital spending 

estimates, we expect from 2010-2012 RRI will deliver FCF/sh of $0.86-$1.18 and NRG will 

generate FCF/sh of $3.84-2.40, representing average FCF yields of 17% and 12%, 

respectively.  This 2010-2012 free cash flow equals roughly 51% and 38% of the current 

market capitalizations for RRI and NRG, or 48% and 30% of their respective debt 
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outstanding.  We expect capital deployment across the balance sheet over the next few 

years, barring significant new investments in growth, M&A, or environmental projects. 

Exhibit 18: We forecast 13% and 17% 2010-2012 FCF yields for NRG and RRI 

independent power producers FCF forecast 

2010 2011 2012 Average
RRI

FCF/share $0.86 $1.64 $1.04 $1.18
FCF Yield 12.3% 23.5% 15.0% 16.9%

NRG
FCF/share $3.84 $3.19 $3.30 $3.44
FCF Yield 14.1% 11.7% 12.1% 12.7%

Independent Power Producers FCF Forecasts

 

Source: Goldman Sachs Research estimates 

Exhibit 19: GS EPS estimates versus consensus forecasts 

2009 2010 2011

Ticker GS EPS
Cons 
EPS % Ch GS EPS

Cons 
EPS % Ch GS EPS

Cons 
EPS % Ch

AEP $2.70 $2.87 -6% $2.99 $3.03 -1% $3.33 $3.22 3%
DUK $1.11 $1.21 -8% $1.17 $1.30 -10% $1.30 $1.36 -4%
ED $2.99 $3.11 -4% $3.21 $3.29 -2% $3.31 $3.41 -3%
PCG $3.08 $3.16 -3% $3.45 $3.40 2% $3.81 $3.70 3%
PGN $2.88 $3.03 -5% $2.99 $3.20 -6% $3.32 $3.34 -1%
Mean -5% -4% -3%

CNL $1.64 $1.65 0% $2.14 $2.07 3% $2.27 $2.27 0%
EE $1.34 $1.32 2% $1.28 $1.55 -17% $1.47 $1.66 -11%
GXP $1.17 $1.19 -2% $1.54 $1.45 6% $2.01 $1.82 11%
NST $2.33 $2.36 -1% $2.29 $2.48 -8% $2.50 $2.62 -5%
NU $1.68 $1.84 -8% $1.85 $1.98 -7% $2.00 $2.18 -8%
POR $1.45 $1.39 4% $1.63 $1.75 -7% $2.21 $2.09 6%
SCG $2.85 $2.83 1% $2.98 $3.05 -2% $3.35 $3.28 2%
NVE $0.69 $0.92 -25% $0.94 $1.13 -17% $1.12 $1.19 -6%
WEC $3.05 $3.12 -2% $4.01 $3.76 7% $4.13 $4.10 1%
WR $1.45 $1.71 -15% $1.64 $1.83 -11% $1.57 $1.84 -15%
Mean -5% -5% -3%

AEE $2.21 $2.72 -19% $2.12 $2.59 -18% $2.50 $2.50 0%
AYE $2.15 $2.22 -3% $2.47 $2.49 -1% $3.57 $3.25 10%
ETR $6.50 $6.52 0% $6.67 $6.91 -3% $7.95 $7.25 10%
EIX $2.92 $3.04 -4% $3.56 $3.49 2% $3.84 $3.61 6%
EXC $4.02 $4.11 -2% $3.58 $4.03 -11% $4.11 $4.60 -11%
SRE $4.46 $4.53 -1% $4.93 $5.14 -4% $5.55 $5.55 -3%
Median -3% -4% 3%
Mean -5% -6% 2%

NRG $1.86 $2.94 -37% $2.34 $2.72 -14% $2.25 $2.33 -4%
ORA $1.23 $1.32 -7% $1.27 $1.54 -17% $1.25 $1.68 -26%
RRI ($0.77) ($0.55) -40% $0.19 $0.06 224% $0.64 $0.32 101%
Median -37% -14% -4%
Mean -28% 64% 24%
Note:  NRG EPS assumes contract amortizations associated with the acquisition of Reliant

2009 2010 2011

Ticker
GS 

EBITDA
Cons 

EBITDA % Ch
GS 

EBITDA
Cons 

EBITDA % Ch
GS 

EBITDA
Cons 

EBITDA % Ch
NRG $2,448 $2,280 7% $2,620 $2,358 11% $2,513 $2,467 2%
ORA $148 $151 -2% $180 $185 -3% $248 $223 11%
RRI $141 $331 -57% $567 $582 -3% $664 $727 -9%
Median -2% -3% 2%
Mean -17% 2% 2%

GS EBITDA estimates versus consensus
Independent Power Producers

GS EPS estimates versus consensus

Diversified Utilities

Independent Power Producers

Small&Mid Cap Regulated

Large Cap Regulated

 

Source: Goldman Sachs Research estimates, Factset.  
Note: EBITDA estimates are Adjusted EBITDA, not GAAP EBITDA. 
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We upgrade Independent Power Producers to Attractive and 
remain Attractive on commodity oriented Diversified Utilities 

As power demand and commodity prices improve, IPP multiples should continue to 

expand – and we upgrade RRI Energy from Neutral to Conviction Buy.  Improving 

natural gas prices, power prices and electricity demand all should support and enhance 

valuations for merchant generators and the merchant generation segments owned by 

Diversified Utilities.  We raise multiples on pure-play IPPs in our universe – NRG Energy 

and RRI Energy – to reflect improved sentiment and the significant FCF generation likely in 

a $5.50-$7/MMBtu natural gas price environment.  Applying a 7.0x multiple on these 

predominantly base-load generators remains somewhat below historical mean/median 

levels of 7.25x-7.5x, reflecting improving, but still below trend electricity demand growth in 

2010.   

Exhibit 20: Base-load IPPs still trade one standard deviation below their LT mean despite 

recent multiple expansion 

3YR forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, MIR) on consensus estimates  
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Source: GS Research Estimates, Factset 

Natural gas prices should improve and will likely emerge over the coming 12 months 

as a catalyst, not a headwind, for IPPs and merchant generation.  The Goldman Sachs 

E&P team sees the potential for near term bullish weekly data builds due to (1) industrial 

demand improvements, (2) lower production due to natural declines and lower rig count, 

(3) lower production due to maintenance, shut ins, and/or drilled but not completed wells, 

and (4) coal-to-gas substitution.    We continue to focus on 1H2010 gas prices as a key 

driver for FY2011.  Assuming gas prices stay below $5.00/MMBtu Henry Hub gas in 1H2010, 

our E&P team forecasts a normalization of gas storage in 2Q/3Q 2010, leading to tightness 

and a spike in prices during Winter 2010-2011. 
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Exhibit 21:  Near term storage data could turn bullish 

natural gas storage 

 Exhibit 22: ….and further rig count declines should lead 

to $6+/MMBtu gas beyond 2010 

US natural gas rig count 
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Source: Baker Hughes 

 

Within our universe, RRI maintains the most sensitivity to changes in commodity 

prices, although others maintain sizable commodity leverage.   As highlighted in 

Exhibit 23 below, RRI Energy maintains the greatest exposure to natural gas and power 

prices, given minimal hedges for its generation output.  Above-market coal contracts 

weigh on 2009 significantly and have a modest impact on 2010, but roll-off by 2011.  

Diversified Utilities also maintain sizable exposure to natural gas and power prices, with 

hedges rolling off at different times for each – Allegheny Energy (AYE) remains 

significantly unhedged for 2011, while few maintain hedges beyond 2011.   

Exhibit 23: RRI and NRG remain the most sensitive to a $1.00 change in Gas, AYE is most 

sensitive Diversified Utility  

EPS Sensitivity to + or - $1.00/mmbtu of natural gas in 2010,2011 

Indepent Power Producers
NRG 12% 17% 208%
RRI 167% 60% 36%

Average 90% 39% 122%
Diversified Utilities

AEE 4% 7% 10%
AYE 9% 23% 37%
EIX 10% 13% 15%
ETR 3% 7% 11%
EXC 2% 9% 26%
SRE 1% 1% 2%

Average 5% 10% 17%

EPS sensitivity + or - $1.00/mmbtu of Natural Gas

*Our "base-case" implies our E&P Team's forecast of $5.50/mmbtu in 2010 and 
$7.00/mmbtu in 2011 

2010 2011 2012

 

Source: Goldman Sachs Research estimates. 
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We raise estimates for RRI and increase target prices for IPPs, upgrading RRI to CL 

Buy, with around 30-35% upside in both RRI and NRG.  We continue to apply a sum of 

the parts valuation methodology for IPPs and the IPP segments within Diversified Utilities, 

now utilizing a 7.0x base-line EV/EBITDA multiple on average 2011/2012 EBITDA, then 

making adjustments for expected average FCF yields, returns on invested capital, 

anticipated carbon impact, and broader attractiveness of regional markets.  For RRI, we 

increase estimates to reflect lower than previously forecast coal costs for its Seward unit, a 

waste coal facility competitively advantaged due to coal that costs roughly half the cost of 

traditional Appalachian coal.  We lower our 12-month, DCF based, price target on Neutral-

rated ORA from $43 to $41, on (1) lower forecasted backlog, (2) lower gross margins 

forecasts, and (3) lower power prices in Hawaii, implying 5% upside.       

Exhibit 24: We upgrade RRI from Neutral to Buy and remain buyers of NRG 

SoTP Valuation of IPPS ($mn unless per share estimates) 

Company RRI NRG
Average 2011-2012 EBITDA $560 $2,434

Baseline EV/EBITDA Multiple 7.0x 7.0x
Adjustments to Baseline Multiple

Attractiveness of Regional Markets 0.0x -0.3x
Carbon Exposure -1.5x -1.0x
Returns on Capital 0.0x 0.0x
Free Cash Flow Yield 1.75x 1.25x

Target EV/EBITDA Multiple 7.2x 7.0x

Enterprise Value $4,056 $17,019
Net debt $1,053 $6,465
Equity Value - Generation & Other Non-Utility $3,002 $10,266
Current Diluted Share Count 351 275
Equity Value per Share - Generation & Other Non-Utility $8.56 $37.33

Target Price per Share $9 $37
Current Share Price $6.98 $27.20
Dividend yield 0.0% 0.0%
Total Return to Target 29% 36%

Carbon NPV, $/sh (2)$            (9)$          
Generation Returns on Capital 2011-2012 3.4% 5.7%
Generation Free Cash Flow Yield 2011-2012 19.2% 11.9%  

Source: Goldman Sachs Research estimates. 

Multiple expansions will also benefit Diversified Utilities, as we forecast improving 

valuations for their non-regulated subsidiaries and regulated segments.  We value the 

“parts” of Diversified Utilities using two methodologies: (1) P/E metrics on regulated 

earnings power, and (2) an EV/EBITDA multiple on the non-regulated merchant 

generation or IPP segments, with adjustments for (a) returns of capital, (b) free cash 

flow, (c) exposure to potential carbon regulations, and (d) attractiveness of regional 

markets. 
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Exhibit 25: Multiple expansion benefits Diversified Utilities at both segments 

SoTP valuation methodology 

Company AEE AYE EIX EXC
Utility 2012 EPS $2.44 $1.44 $3.48 $1.08
Applied Targe  PE Multiple 10.0x 10.0x 10.5x 10.5x
Utility Equity Value per Share $24 $14 $36 $11

Average EBITDA on Generation (2011-2012) $410 $690 $849 $3,604
Other 2011-2012 EBITDA $0 $0 ($30) ($102)
Total Generation & Other Non-Utility EBITDA $410 $690 $819 $3,502

Baseline EV/EBITDA Multiple 7.0x 7.0x 7.0x 7.0x
Adjustments to Baseline Multiple

Attractiveness of Regional Markets -0.8x -1.0x -0.3x -0.5x
Carbon Exposure -1.3x -0.5x 0.2x 3.7x
Returns on Capital -0.3x 0.5x 0.0x 0.3x
Free Cash Flow Yield -0.3x 0.8x 0.0x 0.0x

Target EV/EBITDA Multiple 4.5x 6.8x 7.0x 10.5x

Enterprise Value - Generation & Other Non-Utility $1,835 $4,675 $5,699 $36,661
Generation & Non-Utility Net Debt $1,682 $1,795 $4,942 $3,140
Equity Value - Generation & Other Non-Utility $153 $2,880 $757 $33,521
Current Diluted Share Count 214 170 327 659
Equity Value per Share - Generation & Other Non-Utility $1 $17 $2 $51

Target Price per Share $25 $31 $39 $62
Current Share Price $25.74 $26.96 $34.01 $50.12
Dividend yield 6.0% 2.2% 3.8% 4.2%
Total Return to Target 3% 17% 19% 28%

Carbon NPV, $/sh -$2 -$2 $1 $20
Generation Returns on Capital 2011-2012 2.9% 8.7% 3.6% 8.0%
Generation Free Cash Flow Yield 2011-2012 -0.8% 7.3% 1.1% 0.1%  

 

CL Buy rated Entergy target price is $101/sh, while Neutral rated Sempra target price is $59/sh 

Source: Goldman Sachs Research estimates. 

We downgrade Regulated Utilities to Neutral, as few bell-weathers 
screen attractively  

With large cap Regulated Utilities screening less attractive than small/mid cap peers, 

we downgrade this sub-sector to Neutral.   While Regulated Utilities trade below 

historical levels on Price to Book and on longer term (2012) P/E multiples, multiples on FY2 

screen less attractively.  More importantly, upside on average in the sub-sector remains 

tilted toward smaller/mid cap names versus the large cap stocks, driving our sub-sector 

downgrade to Neutral.  Dividend yield spreads remain attractive, but few sector-wide 

catalysts exist.   

Regulated Utilities currently trade near long-term historic average P/E multiples on 

2010 estimates. As shown in Exhibit 27 below, Regulated Utilities currently trade near 

12.0x on FY2 or 2010 estimates, versus long-term average levels closer to 12.5x, only a 

modest discount.  We note the long-term average includes trough levels from the high 

inflationary period in the 1970s and the “electricity crash” from 2001-2002, with the mean 

and median on FY2 much higher utilizing ranges from just the last 5-7 years, although 

expected rate base growth currently lags expected levels from 2005-2008 due to cuts in 

capital spending.    
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Exhibit 26:  Regulated Utilities currently trade inline 

with the historic average of 13.2x on FY1 consensus 

estimates 

Jan 1, 1990 - current 

 Exhibit 27: Regulated Utilities currently trade below the  

historic average of 12.5x on FY2 consensus estimates 

Jan 1, 1990 - current 
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Source: Factset, Goldman Sachs Research estimates. 

 

Regulated Utilities trade slightly below average Price to Book levels and equity issuances 

in 2010 are not a major overhang. As detailed in Exhibit 28 below, Regulated Utilities 

historically traded at Price/Book multiples on average near 1.3-1.4x, with group levels 

currently near 1.2x.  Removing the 1970s trough period, the historical Price/Book level 

appears closer to 1.5x-1.6x, implying regulated names trade only slightly below historical 

levels, as outlined in Exhibit 29 below.   Since we do not expect significant equity financing 

needs over 2010, with only a handful of companies likely issuing shares versus a broad 

wave of issuances in 2009, Regulated Utilities could close this gap on a Price to Book basis, 

although many key names already have done so.   

Exhibit 28:  Regulated Utilities currently trade below 

historic P/B average of 1.3x – which includes the trough 

period of the 1970s 

Jan 1, 1975 - current  

 Exhibit 29: Companies like GXP and NVE trading below 

book provides opportunities for mean reversion  

Percent premium/(discount) to book value 
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Source: Factset, Goldman Sachs Research estimates. 
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Relative to treasury yields, regulated names and the broader group appear attractive. 

The Goldman Sachs Global ECS team forecasts lower interest rates over the next 12- 

months, with 10-year Treasury yield expected to decline from the current levels near 3.5% 

to approximately 3% through 1H2010, as shown in Exhibit 30. Under this scenario, the 

average dividend yields of Regulated Utilities appear attractive versus the near-term 

expected 10-year yield. Historically, for Regulated Utilities, lower dividend yields implied 

higher share prices. As detailed in Exhibit 31, the spread between the dividend yield and 

the 10-year yield is at a historic low, versus the long-term average of 0.23. We believe that 

the current spread levels provide a potential for mean reversion, resulting into lower 

dividend yield for the Regulated Utilities and implying upside to share prices. 

Exhibit 30:  Low 10-year Treasury yields indicate share 

price upside for Regulated Utilities 

Yields, 10-year Treasury note and dividends on Regulated 

Utilities 

 Exhibit 31: The current yield spread is significantly 

below the historic average 

Spread, 10-year Treasury yield and average dividend yield on 

Regulated Utilities 
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Source: Factset, Goldman Sachs Research estimates.  

 

Regulated Utilities screen attractively relative to S&P 500, trading at a 12%-20% 

discount despite stable multi-year average earnings growth. As shown in Exhibit 32 

below, we expect a CAGR EPS growth of approximately 12% through 2012 for Regulated 

Utilities, below the earnings growth for the S&P 500 of 21%. However, the Regulated 

Utilities have a less volatile earnings growth profile, with a 5% decline in 2009 given the 

weak demand fundamentals in 1H2009, followed by a 11%-12% yearly growth over 2010-

2012 . The S&P 500 index currently trades at 14.0/13.2/12.4X on forecasted 2010-2012 

earnings, versus Regulated Utilities at 12.4/11.1/9.9X , implying a 1.0x-1.6x or 12%-20% 

discount for the regulated group, as shown in Exhibit 33 below.  However, the S&P 

estimates assume a more normal 6%-6.5% growth after 2010, likely conservative given 

economic improvements and therefore potentially overstating the relative valuation of 

Regulated Utilities. 
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Exhibit 32:  We expect Regulated Utilities to post 12% 

CAGR growth in EPS… 

Annual forecasted EPS growth, 2009E-2012E 

 Exhibit 33: …while Regulated Utilities trade at a 

discount to S&P 500 on P/E multiples 

P/E of Regulated Utilities and the S&P 500, 2009E-2012E 
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Source: Goldman Sachs Research estimates. 

 

Given expected improvements in utility demand and broader/improved market views 

overall, we adjust our target prices for Regulated Utilities. We continue to utilize a dual 

approach for valuing Regulated Utilities, a blend of dividend discount model analysis 

(assuming a 9% cost of equity and a 2.5% terminal growth rate) and a P/E multiple on 

projected longer-term 2012 earnings power. We increase our baseline target P/E multiples 

for Regulated Utilities to reflect improving fundamentals for the group. We also apply a 

differential in target multiples for the two sub-groups: large cap and small/mid cap 

regulated utilities-- to reflect the historic premium exhibited by the  large cap regulated 

utilities on long-term earnings power. 

• On longer-term earnings power, large cap group trades at a 7%-13% 

premium versus the small/mid cap peers. As shown in Exhibit 34, we 

observe a trading disparity between the two sub groups, with large cap 

regulated utilities trading at a note worthy premium to its small/mid cap 

peers on longer-term earnings power. We expect this pattern to hold 

going forward, and alter our P/E based valuation methodology by 

introducing a 5% differential between the target multiples for the two 

groups. 

Exhibit 34: Yearly comparison of the trading multiples for large cap and small/mid cap 

Regulated Utilities, on FY3 consensus estimates 

Over years 2005-2009 

Year Large cap Small/cap Pre/(disc.) (%)
Over 2005 14.2x 13.3x 7%
Over 2006 14.2x 14.1x 0%
Over 2007 14.6x 13.0x 13%
Over 2008 12.0x 11.1x 8%
Over 2009 10.4x 9.6x 8%  

Source: Factset, Goldman Sachs Research estimates. 
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• Our new target prices imply a 12% average upside from current levels 

for Regulated Utilities. As shown in Exhibit 35, we value regulated 

utilities using a 50/50 weighting on: (1) P/E multiples for longer-term 

regulated earnings power, and (2) a DDM model. Given the improving 

demand fundamentals and historic trading patterns, we increase our 

expected base-line P/E multiple from 9.0x to 10.5x for large cap group and 

10.0x small/mid cap group, a 5% valuation differential between the two 

sub-sectors. While we increase the P/E side of our valuation, we maintain 

our DDM model which incorporates a 2.5% terminal growth rate, roughly 

in line with expected long-term GDP growth trends.  

Exhibit 35: We use a blend of P/E on 2012 EPS and DDM, with a discounted target 

multiple for the small/mid group versus large cap Regulated Utilities 

Our price target methodology 

+ =

10.5x - Large caps 9.0% cost of equity
10.0x-Small/mid caps 2.5% terminal growth

2012 P/E
x 50%

DDM
x 50%

Price
Target

 

Source: Goldman Sachs Research. 

Exhibit 36: Valuation of Regulated Utilities on a dividend discount model basis are attractive and our blended target 

prices imply a 12% total return potential 

Ticker Rating 9/28 Close
DDM 
Value

Current 
Yield

Total Return, 
DDM Only 2012 EPS

Multiple 
Applied

P/E-Based 
Value

Total Return,  
P/E Only

12-month Target 
Price

Total Return to 
12-Month 

Target
Large-Cap

American Electric Power AEP Buy $31.13 $38 5.3% 27% $3.45 10.5x $36 22% $37 24%
Consolidated Edison ED Sell $41.40 $39 5.7% 1% $3.45 10.5x $36 -7% $38 -3%
Duke Energy DUK Neutral $15.93 $15 5.8% 2% $1 34 10.5x $14 -6% $15 0%
PG&E PCG Neutral $40.91 $43 4.1% 10% $4 02 10.5x $42 7% $43 9%
Progress Energy PGN Neutral $39.60 $43 6.3% 14% $3 55 10.5x $37 0% $40 7%

Large-Cap Mean 5.4% 11% 3% 8%
Large-Cap Median 5.7% 10% 0% 7%
Mid & Small-Cap

Cleco CNL Neutral $25.10 $26 3.6% 7% $2 39 10.0x $23.87 -1% $25 3%
El Paso Electric EE Neutral $17.84 $20 0.0% 12% $2.10 10.0x $21 18% $21 18%
Great Plains Energy GXP Buy $18.17 $22 4.6% 28% $2.13 10.0x $21 22% $22 26%
Northeast Utilities NU Neutral $23.99 $28 4.0% 19% $2 51 10.0x $25 8% $26 12%
NSTAR NST Sell $32.09 $32 4.7% 3% $2 55 10.0x $26 -16% $29 -5%
NV Energy NVE Neutral $11.59 $15 3.5% 31% $1.41 9 0x $13 13% $14 24%
Portland General POR Neutral $20.07 $24 5.1% 24% $2 20 10.0x $22 15% $23 20%
SCANA SCG Neutral $35.30 $42 5.3% 24% $3 80 10.0x $38 13% $40 19%
Westar WR Neutral $19.60 $24 6.0% 28% $2.18 10.0x $22 17% $23 23%
Wisconsin Energy WEC Neutral $45.11 $49 3.0% 12% $4 63 10.0x $46 6% $48 9%

Mid & Small-Cap Mean 4.0% 19% 9% 15%
Mid & Small-Cap Median 4.3% 21% 13% 18%
Regulated Utilities Mean 4.5% 16% 7% 12%
Regulated Utilities Median 4.7% 14% 8% 12%  

Source: Goldman Sachs Research estimates. 

ATTACHMENT E - 21



September 29, 2009   United States: Utilities: Power - Electric Utilities 

Goldman Sachs Global Investment Research 22 

As investors begin to gain visibility on the improving power fundamentals in 2010, we 

believe multiples will expand for Regulated Utilities and the regulated segments 

within Diversified Utilities.  We utilize a dual approach for valuing Regulated Utilities, 

applying a 50% weighting to our dividend discount model analysis (assuming a 9% 

cost of equity and a 2.5% terminal growth rate) and a 50% weighting to P/E multiples 

on projected longer-term 2012 earnings power.  We raise our baseline P/E multiple on 

2012 from 9.0X to 10.0X for Small & Mid Cap Regulated Utilities and 10.5X for large 

cap Regulated Utilities. 

• We reiterate our BUY rating on large-cap American Electric Power (AEP), our 

favorite large-cap regulated name, while affirming our Conviction Sell rating 

on Con Edison (ED). AEP trades at a 16%-18% discount on projected 2010-2012 

earnings power and provides an attractive dividend yield.  We maintain our 

Conviction Sell rating on Con Edison given (1) relative valuation, (2) a 

projected $400mm equity issuance, which is at the high end of management 

guidance, and which we believe is imminent, and (3) unimpressive earnings 

growth. 

We reiterate our Buy rating on Great Plains Energy (GXP), but remove it from the Conviction Buy list, and 

downgrade Portland General Electric (POR) from Buy to Neutral.   We believe GXP trades at a substantial discount 

to peers on LT normalized estimates despite its top quartile earnings growth trajectory. We downgrade POR 

because we remain (1) below consensus estimates on 2010, and (2) see a better a better opportunity in CL Buy-

rated GXP. 
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Primary catalysts and key risks 

Catalysts: 

In our view, a series of events, including various regulatory proceedings, a major 

industry conference and 3Q2009 reporting season will drive share prices in the near-

term.    

• A number of rate cases and regulatory proceedings in the next 90-120 days 

are key to monitor:  Multiple companies within our universe – both among 

Regulated and Diversified Utilities – currently face key decision dates or interim 

recommendations on requests for revenue increases in rate case proceedings.  

Large cap names such as Progress Energy (Florida), Duke Energy (Carolinas) and 

Ameren (Missouri) will receive PSC staff recommendations or final orders in key 

rate cases that impact 2010.       

• A major industry conference – the EEI conference – in November will provide 

greater insight into 2010-2011 outlooks.  We expect many Regulated and 

Diversified Utilities in our universe to introduce guidance at the Edison Electric 

Institute’s (EEI) Conference in early November.  Given our 2010 forecasts, we 

anticipate guidance ranges for most companies reporting to be within the range of 

consensus expectations, with only a handful of disappointments or surprises.  

• Third quarter earnings presents a risk, although with EEI approaching, 

investors likely will focus more on 2010-2011:  While we are positioned below 

consensus into the 3Q2009 earnings season, our conversations with investors 

suggest the buy-side is ahead of sell-side estimates in anticipating that weak 

weather and commodity pricing will weigh on the quarter.  We believe investors 

are more likely to be focused on long-term earnings potential and growth, and 

should react favorably to management commentary on (1) lower-than-expected 

equity financing needs in 2010, and (2) stabilizing demand fundamentals.  

Exhibit 37: We are below consensus on Q3 2009 after incorporating new gas and demand 

forecasts, however we are increasingly confident investors will look through the quarter   
EPS GS EPS Cons

FY 2009 Q3 FY 2009 Q3
NVE $0.59 $0.74 -19 6%
NST $0.80 $0.83 -2.6%
PGN $1.11 $1.18 -5.5%
DUK $0.36 $0.40 -8.3%
AEP $0.80 $0.86 -6.3%
POR $0.27 $0.27 1.3%
NU $0.32 $0.38 -16 9%
PCG $0.91 $0.92 -1.4%
CNL $0.75 $0.76 -1.6%
SCG $0.83 $0.79 4.5%
WEC $0.49 $0.57 -14 6%
EE $0.52 $0.58 -10 6%
GXP $0.68 $0.78 -12.4%
WR $0.81 $0.91 -10 6%
Average -7.5%

AEE $0.89 $1.00 -11 0%
EIX $1.12 $1.03 8.7%
EXC $0.92 $0.98 -6.0%
SRE $1.17 $1.21 -2.7%
ETR $2.58 $2.55 1.1%
Average -2.0%

EBITDA GS EBITDA Cons
FY 2009 Q3 FY 2009 Q3

NRG $699 $848 -17 5%
ORA $38 $40 -5.7%
RRI $133 $90 47 3%
Average 8.0%

% Dif.

% Dif.

 

Source: Goldman Sachs Research, Quantum.  
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Risks: 

Primary risks for utilities and power generators include (1) lower than expected power 

demand or power pricing, (2) increased environmental spending, and (3) higher than 

forecast financing needs.    

• Demand risk – Lower-than-expected electricity demand could decrease earnings 

for regulated segments and weaken overall commodity prices, negatively 

impacting IPPs and Diversified Utilities.   

• Environmental capital risk – Increased requirements for pollution controls to 

reduce SOx, NOx or mercury emissions could drive higher spending or litigation 

risk for companies with coal fired generation.  

• Financing risk – Unlike when entering 2009, where we forecast a sizable level of 

equity issuances for 1H2009, we do not see a broader “wave” of equity issuances 

in 2010, primarily due to company efforts to reduce spending levels.  Higher than 

expected equity financing needs or rising cost of debt would negatively impact 

utility shares.   

Exhibit 38: Among the large cap Regulated Utilities, ED 

has significant equity financing needs over 2009/2010 

Net equity issuances among large cap regulated utilities as a 

percentage of market capitalization 

 Exhibit 39: Among the mid/small cap regulated utilities, 

there are few with significant equity needs  

Net equity issuances among small/mid cap regulated utilities 

as a percentage of market capitalization 
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Source: Goldman Sachs Research estimates. 
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Appendices 

Appendix A: Sum of the parts valuation for Sempra Energy  

 

Sempra Energy Sum of the Parts Valuation
Segment 
Earnings or 
Equiv.

Multiple / 
Value 
Applied Metric Desc.

Per Share 
Value

California Utilities
SDG&E 2012E EPS $2.01
SoCalGas 2012E EPS $1.11
Total $3.13 10.5x (P/E) $33

Generation
2011/2012 EBITDA 274 7.0x (EV/EBITDA)
Implied EV $1,921
Debt $0
Equity Value $1,921 $8

Pipelines & Storage
2012 EBITDA Forecast $549 6.5x (EV/EBITDA)
Implied EV $3,569
Equity Value $3,569 $14

LNG
Cameron and Energia Costa Azul (DCF) $11

Commodities
Book Value, SRE Por ion $1,600 1.0x (P/B) $6

Parent/Other
Net Debt $3,179 ($13)

Total SoP Value $59  

Source: Goldman Sachs Research estimates. 
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Appendix B: One year forward EV/EBITDA multiples are extremely volatile 

1 yr forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, and MIR) 
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Source: Goldman Sachs Research Estimates, Factset. 

Appendix C: Two year forward EV/EBITDA multiples remain one standard deviation below 

mean 

2 yr forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, and MIR) 
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Source: Goldman Sachs Research Estimates, Factset. 
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Appendix D: Old versus new EPS and EBITDA estimates 

 

EPS Revisions
Ticker Old New % Old New % Old New % Old New %

Large Cap Regulated Utilities
American Elec Power AEP $2.85 $2.70 -5% $3.09 $2.99 -3% $3.39 $3 33 -2% $3.47 $3.45 -1%
Duke Energy DUK $1.19 $1.11 -7% $1.17 $1.17 0% $1.32 $1 30 -2% $1.34 $1.34 0%
Consolidated Edison ED $3.03 $2.99 -1% $3.22 $3.21 0% $3.31 $3 31 0% $3.45 $3.45 0%
PG&E PCG $3.08 $3.08 0% $3.45 $3.45 0% $3.81 $3 81 0% $4.02 $4.02 0%
Progress Energy PGN $2.92 $2.88 -1% $3.05 $2.99 -2% $3.31 $3 32 0% $3.46 $3.55 3%

Large Cap Average -3% -1% -1% 0%

Mid & Small Cap Regulated Utilities
Cleco CNL $1.68 $1.64 -2% $2.14 $2.14 0% $2.29 $2 27 -1% $2.38 $2.39 0%
El Paso Electric EE $1.40 $1.34 -4% $1.34 $1.28 -4% $1.52 $1.47 -3% $2.10 $2.10 0%
Great Plains Energy GXP $1.24 $1.17 -6% $1.56 $1.54 -1% $2.01 $2 01 0% $2.13 $2.13 0%
NSTAR NST $2.32 $2.33 1% $2.25 $2.29 2% $2.49 $2 50 1% $2.53 $2.55 1%
Northeast Utilities NU $1.76 $1.68 -4% $1.89 $1.85 -2% $2.02 $2 00 -1% $2.52 $2.51 -1%
Portland General Electric POR $1.43 $1.45 1% $1.66 $1.63 -2% $2.21 $2 21 0% $2.20 $2.20 0%
SCANA Corporation SCG $2.85 $2.85 0% $3 07 $2.98 -3% $3.35 $3 35 0% $3.82 $3.80 -1%
NV Energy NVE $0.80 $0.69 -14% $1 03 $0.94 -9% $1.24 $1.12 -10% $1.42 $1.41 0%
Wisconsin Energy WEC $3.14 $3.05 -3% $3 98 $4.01 1% $4.55 $4.13 -9% $4.60 $4.63 1%
Westar Energy WR $1.75 $1.45 -17% $1 80 $1.64 -9% $1.79 $1 57 -13% $2.36 $2.18 -8%

Mid & Small Cap Average -5% -3% -4% -1%

-4% -2% -3% 0%

Diversified Utilities
Ameren AEE $2.35 $2.21 -6% $2.23 $2.12 -5% $2.65 $2 50 -5% $2.72 $2.60 -4%
Allegheny Energy AYE $2.15 $2.15 0% $2.52 $2.47 -2% $3.78 $3 57 -6% $2.64 $2.42 -8%
Edison International EIX $2.97 $2.92 -2% $3.57 $3.56 0% $3.91 $3 84 -2% $3.45 $3.33 -3%
Entergy ETR $6.56 $6.50 -1% $6.82 $6.67 -2% $8.07 $7 95 -1% $8.35 $8.21 -2%
Exelon EXC $4.03 $4.02 0% $3.62 $3.58 -1% $4.11 $4.11 0% $3.10 $3.04 -2%
Sempra Energy SRE $4.48 $4.46 0% $4.95 $4.93 0% $5.54 $5 55 0% $5.60 $5.61 0%
Average -2% -2% -2% -3%

Independent Power Producers (IPPs)
NRG Energy NRG $1.89 $1.86 -2% $2.34 $2.34 0% $2.31 $2 25 -3% $2.11 $2.05 -3%
Ormat Technologies ORA $1.29 $1.23 -4% $1.56 $1.27 -18% $1.49 $1 25 -16% $1.77 $1.35 -24%
RRI Energy RRI ($0.84) ($0.77) 9% $0.10 $0.19 103% $0.53 $0 64 21% $0.05 $0.21 NA
Average 1% 28% 1% -13%

EBITDA Revisions
IPPs Ticker Old New % Old New % Old New % Old New %

NRG Energy NRG $2,462 $2,448 -1% $2,620 $2,620 0% $2,534 $2,513 -1% $2,377 $2,355 -1%
Ormat Technologies ORA $151 $148 -2% $197 $180 -9% $263 $248 -6% $297 $272 -8%
RRI Energy RRI $98 $141 44% $513 $567 10% $604 $664 10% $386 $455 18%
Average 14% 1% 1% 3%

Regulated Average

20122009 2010 2011

2011 20122009 2010

 

Source: Goldman Sachs Research Estimates, Factset; EBITDA estimates are Adjusted EBITDA, not GAAP EBITDA 
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Appendix E: Old versus new price targets  

 

Ticker
Old Price 

Target
New Price 

Target
Large Cap Regulated

American Elec Power AEP $34 $37
Duke Energy DUK $14 $15
Consolidated Edison ED $35 $38
PG&E PCG $40 $43
Progress Energy PGN $36 $40

Small / Mid Cap Regulated

Cleco CNL $24 $25
El Paso Electric EE $19 $21
Great Plains Energy GXP $21 $22
Northeast Utilities NU $25 $26
NSTAR NST $27 $29
NV Energy NVE $13 $14
Portland General Electric POR $22 $23
SCANA Corporation SCG $38 $40
Westar Energy WR $23 $23
Wisconsin Energy WEC $45 $48

Diversified Utilities

Ameren AEE $23 $25
Allegheny Energy AYE $30 $31
Edison International EIX $33 $39
Entergy ETR $93 $101
Exelon EXC $60 $62
Sempra Energy SRE $54 $59

IPPs

NRG Energy NRG $32 $37
Ormat Technologies ORA $43 $41
RRI Energy RRI $6 $9  

Source: Goldman Sachs Research estimates, Factset. 
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Appendix F: National and regional weather-adjusted demand – YoY weather a headwind in 3Q09, but benefit in 

4Q09/1Q10 

 

3Q2009 4Q2009 1Q2010 2Q2010 3Q2010 4Q2010 2010 2011 2012
-2.9% -2.2% -0.6% 0.0% 0.8% 1.3% 0.4% 1.5% 1.7%
-2.7% -2.4% -0.9% 0.3% 0.8% 1.3% 0.4% 1.5% 1.7%

Mountain NVE -4.7% -1.8% 0.5% 1.3% 0.8% 1.3% 1.0% 1.5% 1.7%
Pacific POR -1.9% -2.4% -0.5% 1.6% 0.8% 1.3% 0.8% 1.5% 1.7%
Middle Atlantic EXC* -3.0% -2.3% -1.4% 1.7% 0.8% 1.3% 0.6% 1.5% 1.7%
E. N. Central EXC* AEP* DUK* WEC -4.9% -3.3% -1.3% 1.2% 0.8% 1.3% 0.5% 1.5% 1.7%
W. N. Central AEE GXP WR -4.3% -2.6% -0.9% 0.0% 0.8% 1.3% 0.3% 1.5% 1.7%
New England NST NU -3.2% -2.5% -2.2% 1.2% 0.8% 1.3% 0.3% 1.5% 1.7%
East South Central ETR* -3.4% -2.3% 0.71% -3.01% 0.85% 1.28% 0.0% 1.5% 1.7%
South Atlantic DUK* PGN SCG -2.2% -1.4% -0.3% -2.1% 0.8% 1.3% -0.1% 1.5% 1.7%
West South Central ETR* AEP* CNL EE -0.2% -1.4% 0.4% -3.2% 0.9% 1.3% -0.1% 1.5% 1.7%

 NOTE - ASSUME HIGHER LONG-TERM GROWTH RATES FOR EE AND NVE GIVEN CUSTOMER GROWTH IN JURISDICTIONS

Demand Forecasts

* OPERATES IN MULTIPLE EIA JURISDICTIONS

National Weather Adjusted
National Non-Weather Adjusted

 

Source: GS Research Estimates, Factset. 

Appendix G: AEP and GXP screen as Buys, while NST and ED screen as Sells 

Target price and EPS summary 

 

Close Price Tot Ret Dividend
Ticker Rating 09/28/09 Target to Target 2009 2010 2011 2012 2009 2010 2011 2012 Yield

Regulated Utilities
Large-Cap 
American Elec Power AEP Buy $31.13 $37 24% $2.70 $2.99 $3.33 $3.45 11.5x 10.4x 9.3x 9.0x 5.3%
Duke Energy DUK Neutral $15.93 $15 0% $1.11 $1.17 $1.30 $1.34 14.4x 13.7x 12.3x 11.9x 5.8%
Consolidated Edison ED Sell $41.40 $38 -3% $2.99 $3.21 $3.31 $3.45 13.8x 12.9x 12.5x 12.0x 5.7%
PG&E PCG Neutral $40.91 $43 9% $3.08 $3.45 $3.81 $4.02 13.3x 11.8x 10.7x 10.2x 4.1%
Progress Energy PGN Neutral $39.60 $40 7% $2.88 $2.99 $3.32 $3.55 13.7x 13.2x 11.9x 11.2x 6.3%
Large-Cap Mean 8% 13.3x 12.4x 11.4x 10.8x 5.4%
Large-Cap Median 7% 13.7x 12.9x 11.9x 11.2x 5.7%

Mid & Small-Cap
Cleco CNL Neutral $25.10 $25 3% $1.64 $2.14 $2.27 $2.39 15.3x 11.7x 11.0x 10.5x 3.6%
El Paso Electric EE Neutral $17.84 $21 18% $1.34 $1.28 $1.47 $2.10 13.3x 13.9x 12.1x 8.5x 0.0%
Great Plains Energy GXP Buy $18.17 $22 26% $1.17 $1.54 $2.01 $2.13 15.5x 11.8x 9.0x 8.5x 4.6%
NSTAR NST Sell $32.09 $29 -5% $2.33 $2.29 $2.50 $2.55 13.7x 14.0x 12.8x 12.6x 4.7%
Northeast Utilities NU Neutral $23.99 $26 12% $1.68 $1.85 $2.00 $2.51 14.2x 13.0x 12.0x 9.6x 4.0%
NV Energy NVE Neutral $11.59 $14 24% $0.69 $0.94 $1.12 $1.41 16.8x 12.3x 10.3x 8.2x 3.5%
Portland General Electric POR Neutral $20.07 $23 20% $1.45 $1.63 $2.21 $2.20 13.9x 12.3x 9.1x 9.1x 5.1%
SCANA Corporation SCG Neutral $35.30 $40 19% $2.85 $2.98 $3.35 $3.80 12.4x 11.8x 10.5x 9.3x 5.3%
Wisconsin Energy WEC Neutral $45.11 $48 9% $3.05 $4.01 $4.13 $4.63 14.8x 11.2x 10.9x 9.7x 3.0%
Westar Energy WR Neutral $19.60 $23 23% $1.45 $1.64 $1.57 $2.18 13.5x 12.0x 12.5x 9.0x 6.0%
Small / Mid Cap Mean 15% 14.3x 12.4x 11.0x 9.5x 4.0%
Small / Mid Cap Median 18% 13.8x 12.0x 11.0x 9.2x 4.3%

Regulated Utilities Mean 12% 14.0x 12.4x 11.1x 9.9x 4.5%
Regulated Utilities Median 12% 13.8x 12.3x 11.0x 9.6x 4.7%

Target Price and EPS Summary
EPS P/E

 

Note: ED is on the Conviction List                                                                                                                                                                                                                                         
Source: Goldman Sachs Research Estimates, Factset. 
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Appendix H: We reiterate Buy ratings on ETR and EXC, while upgrading RRI 

target price and eps summary 

 

Close Price Tot Ret
Ticker Rating 09/28/09 Target to Target 0 2009 2010 2011 2012 2009 2010 2011 2012

Natural Gas Price Forecast ($/MMBtu) $4.25 $5.50 $7.00 $6.50

Diversified Utilities
Ameren AEE Sell $25.74 $25 3% $2 21 $2.12 $2 50 $2.60 11.7x 12 2x 10.3x 9.9x
Allegheny Energy AYE Neutral $26.96 $31 17% $2.15 $2.47 $3 57 $2.42 12 5x 10 9x 7.6x 11.1x
Edison International EIX Neutral $34.01 $39 19% $2 92 $3 56 $3 84 $3.33 11 6x 9 6x 8.9x 10.2x
Entergy ETR Buy $79.64 $101 31% $6 50 $6 67 $7 95 $8.21 12 3x 11 9x 10.0x 9.7x
Exelon EXC Buy $50.12 $62 28% $4 02 $3 58 $4.11 $3.04 12 5x 14 0x 12.2x 16.5x
Sempra Energy SRE Neutral $50.17 $59 20% $4.46 $4.93 $5 55 $5.61 11 2x 10.2x 9.0x 8.9x

Diversified Utilities Mean 20% 12.0x 11.5x 9.7x 11.1x
Diversified Utilities Median 19% 12.0x 11.4x 9.5x 10.0x

IPP's
NRG Energy NRG Buy $27.20 $37 36% $1 86 $2 34 $2 25 $2.05 14.7x 11 6x 12.1x 13.3x
RRI Energy RRI Buy $6.98 $9 29% ($0.77) $0.19 $0 64 $0.21 NA 35 9x 10.9x 33.1x

Special Situation and IPP Median 22% 24.0x 26.6x 18.6x 25.6x
Special Situation and IPP Mean 29% 24.0x 32.2x 12.1x 30.5x

P/E Multiples Summary

Estimates P/E Multiples

 

Note: ETR and RRI are on the Conviction List                                                                                                                                                                                                                          
Source: Goldman Sachs Research estimates, Factset. 

Appendix I: Action Off: Americas Buy List – Portland General  

Since being added to Americas Buy List on August 17, 2009 POR is up 5.7% versus the XLU up 2.8% and the S&P500 up 8.5%. In the 

last 12 months, POR is down 17.5% versus the S&P500 down 12.4%.  

 

Company Ticker Primary analyst Price 
currency

Price as of 
09/28/09

Price performance 
since 08/17/09

3 month price 
performance

6 month price 
performance

12 month price 
performance

Americas Power & Utilities Peer Group 
Portland General Electric Co. POR Michael Lapides $ 20.09 5.7% 2.4% 16.9% -17.5%
AGL Resources Inc. AGL Theodore Durbin $ 35.08 3.3% 11.2% 30.5% 8.6%
Allegheny Energy, Inc. AYE Michael Lapides $ 27.01 9.3% 4.0% 15.4% -29.4%
Ameren Corp. AEE Michael Lapides $ 25.74 -1.3% 4.9% 10.4% -35.9%
American Electric Power AEP Michael Lapides $ 31.18 0.9% 9.0% 18.7% -16.1%
Atmos Energy Corp. ATO Theodore Durbin $ 28.31 2.6% 12.8% 19.9% 3.1%
Cleco Corp. CNL Michael Lapides $ 25.14 3.8% 15.3% 12.7% -1.5%
Consolidated Edison, Inc. ED Michael Lapides $ 41.41 5.2% 11.8% 7.9% -5.2%
Duke Energy Corporation DUK Michael Lapides $ 15.94 4.4% 10.6% 11.5% -11.6%
Edison International EIX Michael Lapides $ 34.07 7.5% 8.9% 17.7% -15.0%
El Paso Electric Co. EE Michael Lapides $ 17.84 13.3% 25.5% 29.7% -16.8%
Entergy Corp. ETR Michael Lapides $ 79.80 2.1% 4.4% 17.4% -11.9%
Exelon Corp. EXC Michael Lapides $ 50.22 1.9% -0.9% 9.8% -25.2%
Great Plains Energy Inc. GXP Michael Lapides $ 18.17 4.9% 17.8% 32.1% -19.1%
Northeast Utilities NU Michael Lapides $ 24.02 1.7% 8.6% 10.7% -7.3%
NRG Energy Inc. NRG Michael Lapides $ 27.15 -2.0% 14.1% 54.3% 2.8%
NSTAR NST Michael Lapides $ 32.11 1.0% 1.7% 2.3% -6.3%
NV Energy, Inc. NVE Michael Lapides $ 11.60 -1.7% 7.7% 21.0% 14.7%
Ormat Technologies, Inc. ORA Michael Lapides $ 41.18 12.4% 4.5% 48.3% -0.9%
PG&E Corporation PCG Michael Lapides $ 40.96 2.5% 7.9% 5.6% 6.8%
Progress Energy Inc. PGN Michael Lapides $ 39.66 1.3% 5.0% 10.0% -9.6%
RRI Energy, Inc. RRI Michael Lapides $ 7.00 26.6% 54.2% 105.9% -42.7%
SCANA Corp. SCG Michael Lapides $ 35.32 5.2% 10.0% 14.2% -13.0%
Sempra Energy SRE Michael Lapides $ 50.24 -0.2% 0.9% 12.2% -5.5%
Westar Energy Inc. WR Michael Lapides $ 19.62 -3.3% 6.5% 12.1% -17.7%
WGL Holdings, Inc. WGL Theodore Durbin $ 33.60 1.7% 4.3% 1.2% 0.9%
Wisconsin Energy Corp. WEC Michael Lapides $ 45.16 0.9% 11.0% 10.5% -1.2%

S&P 500 1062.98 8.5% 15.7% 30.3% -12.4%
Index performance in stock price currency 1062.98 8.5% 15.7% 30.3% -12.4%

Note: Prices as of most recent available close, which could vary from the price date indicated above
This table shows movement in absolute share price and not total shareholder return. Results presented should not and cannot be viewed as an indicator of future performance.  

Source: Factset, Quantum database. 
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Appendix J: Action Off: Americas Conviction Buy List – Great Plains Energy 

Since being added to Americas Conviction Buy List on August 17, 2009 GXP is up 4.9% versus the XLU up 2.8% and the S&P500 up 

8.5%. In the last twelve months, GXP is down 19.1% versus the S&P500 down 12.4%.  

 

Company Ticker Primary analyst Price 
currency

Price as of 
09/28/09

Price performance 
since 08/17/09

3 month price 
performance

6 month price 
performance

12 month price 
performance

Americas Power & Utilities Peer Group 
Great Plains Energy Inc. GXP Michael Lapides $ 18.17 4.9% 17.8% 32.1% -19.1%
AGL Resources Inc. AGL Theodore Durbin $ 35.08 3.3% 11.2% 30.5% 8.6%
Allegheny Energy, Inc. AYE Michael Lapides $ 27.01 9.3% 4.0% 15.4% -29.4%
Ameren Corp. AEE Michael Lapides $ 25.74 -1.3% 4.9% 10.4% -35.9%
American Electric Power AEP Michael Lapides $ 31.18 0.9% 9.0% 18.7% -16.1%
Atmos Energy Corp. ATO Theodore Durbin $ 28.31 2.6% 12.8% 19.9% 3.1%
Cleco Corp. CNL Michael Lapides $ 25.14 3.8% 15.3% 12.7% -1.5%
Consolidated Edison, Inc. ED Michael Lapides $ 41.41 5.2% 11.8% 7.9% -5.2%
Duke Energy Corporation DUK Michael Lapides $ 15.94 4.4% 10.6% 11.5% -11.6%
Edison International EIX Michael Lapides $ 34.07 7.5% 8.9% 17.7% -15.0%
El Paso Electric Co. EE Michael Lapides $ 17.84 13.3% 25.5% 29.7% -16.8%
Entergy Corp. ETR Michael Lapides $ 79.80 2.1% 4.4% 17.4% -11.9%
Exelon Corp. EXC Michael Lapides $ 50.22 1.9% -0.9% 9.8% -25.2%
Northeast Utilities NU Michael Lapides $ 24.02 1.7% 8.6% 10.7% -7.3%
NRG Energy Inc. NRG Michael Lapides $ 27.15 -2.0% 14.1% 54.3% 2.8%
NSTAR NST Michael Lapides $ 32.11 1.0% 1.7% 2.3% -6.3%
NV Energy, Inc. NVE Michael Lapides $ 11.60 -1.7% 7.7% 21.0% 14.7%
Ormat Technologies, Inc. ORA Michael Lapides $ 41.18 12.4% 4.5% 48.3% -0.9%
PG&E Corporation PCG Michael Lapides $ 40.96 2.5% 7.9% 5.6% 6.8%
Portland General Electric Co. POR Michael Lapides $ 20.09 5.7% 2.4% 16.9% -17.5%
Progress Energy Inc. PGN Michael Lapides $ 39.66 1.3% 5.0% 10.0% -9.6%
RRI Energy, Inc. RRI Michael Lapides $ 7.00 26.6% 54.2% 105.9% -42.7%
SCANA Corp. SCG Michael Lapides $ 35.32 5.2% 10.0% 14.2% -13.0%
Sempra Energy SRE Michael Lapides $ 50.24 -0.2% 0.9% 12.2% -5.5%
Westar Energy Inc. WR Michael Lapides $ 19.62 -3.3% 6.5% 12.1% -17.7%
WGL Holdings, Inc. WGL Theodore Durbin $ 33.60 1.7% 4.3% 1.2% 0.9%
Wisconsin Energy Corp. WEC Michael Lapides $ 45.16 0.9% 11.0% 10.5% -1.2%

S&P 500 1062.98 8.5% 15.7% 30.3% -12.4%
Index performance in stock price currency 1062.98 8.5% 15.7% 30.3% -12.4%

Note: Prices as of most recent available close, which could vary from the price date indicated above
This table shows movement in absolute share price and not total shareholder return. Results presented should not and cannot be viewed as an indicator of future performance.  

Source: Factset, Quantum database. 

Appendix K: We observed significant efficiency gains by the industrial customer class 

electricity usage by customer, indexed to 1990 levels 

Energy Efficiency By Customer Class: MWh per Customer Indexed to 1990 Levels
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Source: Goldman Sachs Research estimates, Factset. 
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Appendix L: Valuation Methodology and Risks 

 

Ticker Method.
Diversified Utilities

Ameren AEE SoP Lower-than-expected environmental spending on its Illinois coal fleet, worse-than-expected outcome at the next  Il linois power auction; Rate case risk
Allegheny Energy AYE SoP LT Commodity prices as non-regulated business contributes bulk of earnings; higher-than-expected environmental spending at the coal plants
Edison International EIX SoP Environmental capex potentially significant; Commodity risk due to minimal hedging
Entergy ETR SoP LT Commodity prices put non-regulated earnings at risk; Hurricane cost recovery 
Exelon EXC SoP LT Commodity prices as company becomes increasingly dependent on nonregulated business; Regulatory risk in Illinois 
Sempra Energy SRE SoP Lower-than-expected earnings from trading business; Commodity price risk; SoCal utilities rate case risk 

Regulated Utilities
Large-Cap Regulated Utilities

American Elec Power AEP DDM &  P/E Cost recovery of capital invested in major projects; Greater-than-expected wholesale margins and environmental capex; Above-average debt levels 
Duke Energy DUK DDM &  P/E Rate case risk at DUK's regulated Franchise Electric business
Consolidated Edison ED DDM &  P/E Above-average growth; Equity issuances below guidance
PG&E PCG DDM &  P/E Delays in rate base growth
Progress Energy PGN DDM &  P/E Lower-than-expected rate base growth, regulatory proceedings, greater-than-anticipated financing requirements

Mid and Small-Cap Regulated Util ities
Cleco CNL DDM &  P/E Rate case exposure in Louisiana after Rodemacher completion; worse-than-anticipated cash flows from non-regulated plants
El Paso Electric EE DDM &  P/E Operational risk at Palo Verde may lead to less FCF and lower-than-expected equity repurchases
Great Plains Energy GXP DDM &  P/E Risks to RoE in KS/MD; Greater-than-expected declines
Northeast Utilities NU DDM &  P/E Regulatory approval of transmission projects, construction risk, and general regulatory and rate case risk
NSTAR NST DDM &  P/E Higher-than-expected load growth, success in capturing incentive revenues, lower-than-expected O&M
NV Energy NVE DDM &  P/E Lower-than-expected rate base or load growth, long-term rate case risk
Portland General Electric POR DDM &  P/E Regulatory risk from the OPUC; long-term rate base growth that varies from our estimates 
SCANA Corporation SCG DDM &  P/E Rate case risk, lower-than-expected gross margins, customer growth or market share at Scana Energy
Wisconsin Energy WEC DDM &  P/E Construction delays; Regulatory environment may become less friendly 
Westar Energy WR DDM &  P/E Regulatory risk 

Special Situation Utilities and IPPs
NRG Energy NRG SoP Delay/cost increases on planned construction; LT Commodity price risk; Lower-than-expected retail margins
Ormat Technologies ORA DCF Elimination or reduction of Production Tax Credits; decreased capacity factors at existing plants; lower long-term commodity prices
RRI Energy RRI SoP Lower L T commodity prices; Higher coal to gas switching; Higher than expected environmental capital spending

Company Risks to Our Thesis

 

Source: Goldman Sachs Research. 
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recommendations or views expressed in this report. 

Investment Profile 
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Quantum 

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 

in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets. 

Disclosures 
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Company-specific regulatory disclosures 
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Regulatory disclosures 

Disclosures required by United States laws and regulations 
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The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 

professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. 
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(Company Number: 198602165W). Taiwan: This material is for reference only and must not be reprinted without permission. Investors should 

carefully consider their own investment risk. Investment results are the responsibility of the individual investor. United Kingdom: Persons who 

would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this 
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European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is 
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The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant 

to certain contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on 
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MAJOR RATE CASE DECISIONS--CALENDAR 2010 
 

The average return on equity (ROE) authorized electric utilities in 2010 approximated 10.3% 

compared to 10.5% in 2009. There were 59 electric ROE determinations in 2010, up substantially from 39 

in 2009. The average ROE authorized gas utilities approximated 10.1% in 2010, compared to 10.2% in 

2009. There were 37 gas cases that included an ROE determination in 2010, and 29 in 2009. Not included 

in these averages is a Sept. 16, 2010, New York Public Service Commission decision authorizing 

Consolidated Edison of New York's steam operations a 9.6% ROE. We note that this report utilizes the 

simple mean for the return averages. 

 

After reaching a low in the early-2000’s, the number of rate case decisions for energy 

companies has generally increased over the last several years. There were 126 electric and gas rate 

decisions in 2010, versus 95 in 2009, and only 32 back in 2001. Increased costs, including 

environmental compliance expenditures, the need for generation and delivery infrastructure upgrades 

and expansion, renewable generation mandates, and higher employee benefit costs argue for a 

continuation of the increased level of rate case activity over the next few years. 
 

We note that electric industry restructuring in certain states has led to the unbundling of rates 

and retail competition for generation. Commissions in those states are now authorizing revenue 

requirement and return parameters for delivery operations only (which we footnote in our chronology 

beginning on page 5), thus complicating historical data comparability. We also note that while the 

heightened business risk associated with the sluggish economy may have increased corporate capital 

costs, higher average authorized ROEs did not materialize in 2010 or in 2009. In fact, average 

authorized ROEs have declined slightly over the last two years, and some state commissions have 

cited customer hardship as a significant factor influencing their equity return authorizations. 
 

The table on page 2 shows the average ROE authorized in major electric and gas rate decisions 

annually since 1990, and by quarter since 2004, followed by the number of observations in each period. 

The tables on page 3 show the composite electric and gas industry data for all major cases summarized 

annually since 1997 and by quarter for the past eight quarters. The individual electric and gas cases 

decided in 2010 are listed on pages 5-9, with the decision date (generally the date on which the final 

order was issued) shown first, followed by the company name, the abbreviation for the state issuing 

the decision, the authorized rate of return (ROR), return on equity (ROE), and percentage of common 

equity in the adopted capital structure. Next we show the month and year in which the adopted test 

year ended, whether the commission utilized an average or a year-end rate base, and the amount of 

the permanent rate change authorized. The dollar amounts represent the permanent rate change 

ordered at the time decisions were rendered. Fuel adjustment clause rate changes are not reflected in 

this study. We note that the cases and averages included in this study may be slightly different from 

those in our online rate case history database, with any differences likely the result of this study's 

inclusion of ROE determinations that are rendered in cost-of-capital-only proceedings in California. 
 
 (Text continued on page 4.) 
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2. RRA

Year Period ROE % (# Cases) ROE % (# Cases)

1990 Full Year 12.70 (44) 12.67 (31)

1991 Full Year 12.55 (45) 12.46 (35)

1992 Full Year 12.09 (48) 12.01 (29)

1993 Full Year 11.41 (32) 11.35 (45)

1994 Full Year 11.34 (31) 11.35 (28)

1995 Full Year 11.55 (33) 11.43 (16)

1996 Full Year 11.39 (22) 11.19 (20)

1997 Full Year 11.40 (11) 11.29 (13)

1998 Full Year 11.66 (10) 11.51 (10)

1999 Full Year 10.77 (20) 10.66 (9)

2000 Full Year 11.43 (12) 11.39 (12)

2001 Full Year 11.09 (18) 10.95 (7)

2002 Full Year 11.16 (22) 11.03 (21)

2003 Full Year 10.97 (22) 10.99 (25)

1st Quarter 11.00 (3) 11.10 (4)

2nd Quarter 10.54 (6) 10.25 (2)

3rd Quarter 10.33 (2) 10.37 (8)

4th Quarter 10.91 (8) 10.66 (6)

2004 Full Year 10.75 (19) 10.59 (20)

1st Quarter 10.51 (7) 10.65 (2)

2nd Quarter 10.05 (7) 10.54 (5)

3rd Quarter 10.84 (4) 10.47 (5)

4th Quarter 10.75 (11) 10.40 (14)

2005 Full Year 10.54 (29) 10.46 (26)

1st Quarter 10.38 (3) 10.63 (6)

2nd Quarter 10.68 (6) 10.50 (2)

3rd Quarter 10.06 (7) 10.45 (3)

4th Quarter 10.39 (10) 10.14 (5)

2006 Full Year 10.36 (26) 10.43 (16)

1st Quarter 10.27 (8) 10.44 (10)

2nd Quarter 10.27 (11) 10.12 (4)

3rd Quarter 10.02 (4) 10.03 (8)

4th Quarter 10.56 (16) 10.27 (15)

2007 Full Year 10.36 (39) 10.24 (37)

1st Quarter 10.45 (10) 10.38 (7)

2nd Quarter 10.57 (8) 10.17 (3)

3rd Quarter 10.47 (11) 10.49 (7)

4th Quarter 10.33 (8) 10.34 (13)

2008 Full Year 10.46 (37) 10.37 (30)

1st Quarter 10.29 (9) 10.24 (4)

2nd Quarter 10.55 (10) 10.11 (8)

3rd Quarter 10.46 (3) 9.88 (2)

4th Quarter 10.54 (17) 10.27 (15)

2009 Full Year 10.48 (39) 10.19 (29)

1st Quarter 10.66 (17) 10.24 (9)

2nd Quarter 10.08 (14) 9.99 (11)

3rd Quarter 10.26 (11) 9.93 (4)

4th Quarter 10.30 (17) 10.09 (12)

2010 Full Year 10.34 (59) 10.08 (37)

Average Equity Returns Authorized January 1990 - December 2010

Electric Utilities Gas Utilities
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RRA 3.

    Eq. as % Amt.

Period ROR % (# Cases) ROE % (# Cases) Cap. Struc. (# Cases) $ Mil. (# Cases)

1997 Full Year 9.16 (12) 11.40 (11) 48.79 (11) -553.3 (33)

1998 Full Year 9.44 (9) 11.66 (10) 46.14 (8) -429.3 (31)

1999 Full Year 8.81 (18) 10.77 (20) 45.08 (17) -1,683.8 (30)

2000 Full Year 9.20 (12) 11.43 (12) 48.85 (12) -291.4 (34)

2001 Full Year 8.93 (15) 11.09 (18) 47.20 (13) 14.2 (21)

2002 Full Year 8.72 (20) 11.16 (22) 46.27 (19) -475.4 (24)

2003 Full Year 8.86 (20) 10.97 (22) 49.41 (19) 313.8 (12)

2004 Full Year 8.44 (18) 10.75 (19) 46.84 (17) 1,091.5 (30)

2005 Full Year 8.30 (26) 10.54 (29) 46.73 (27) 1,373.7 (36)

2006 Full Year 8.24 (24) 10.36 (26) 48.67 (23) 1,465.0 (42)

2007 Full Year 8.22 (38) 10.36 (39) 48.01 (37) 1,401.9 (46)

2008 Full Year 8.25 (35) 10.46 (37) 48.41 (33) 2,899.4 (42)

1st Quarter 8.19 (8) 10.29 (9) 48.52 (8) 857.0 (14)

2nd Quarter 8.05 (9) 10.55 (10) 47.66 (9) 1,425.0 (17)

3rd Quarter 8.48 (3) 10.46 (3) 47.20 (3) 317.1 (7)

4th Quarter 8.30 (18) 10.54 (17) 49.41 (17) 1,593.2 (20)

2009 Full Year 8.23 (38) 10.48 (39) 48.61 (37) 4,192.3 (58)

1st Quarter 7.95 (17) 10.66 (17) 48.36 (16) 2,010.0 (19)

2nd Quarter 7.95 (15) 10.08 (14) 47.07 (13) 937.5 (19)

3rd Quarter 8.16 (12) 10.26 (11) 49.52 (11) 730.6 (18)

4th Quarter 7.95 (15) 10.30 (17) 49.00 (14) 1,889.6 (21)

2010 Full Year 7.99 (59) 10.34 (59) 48.45 (54) 5,567.7 (77)

Eq. as % Amt.

Period ROR % (# Cases) ROE % (# Cases) Cap. Struc. (# Cases) $ Mil. (# Cases)

1997 Full Year 9.13 (13) 11.29 (13) 47.78 (11) -82.5 (21)

1998 Full Year 9.46 (10) 11.51 (10) 49.50 (10) 93.9 (20)

1999 Full Year 8.86 (9) 10.66 (9) 49.06 (9) 51.0 (14)

2000 Full Year 9.33 (13) 11.39 (12) 48.59 (12) 135.9 (20)

2001 Full Year 8.51 (6) 10.95 (7) 43.96 (5) 114.0 (11)

2002 Full Year 8.80 (20) 11.03 (21) 48.29 (18) 303.6 (26)

2003 Full Year 8.75 (22) 10.99 (25) 49.93 (22) 260.1 (30)

2004 Full Year 8.34 (21)  10.59 (20) 45.90 (20) 303.5 (31)

2005 Full Year 8.25 (29) 10.46 (26) 48.66 (24) 458.4 (34)

2006 Full Year 8.51 (16)  10.43 (16) 47.43 (16) 444.0 (25)

2007 Full Year 8.12 (32)  10.24 (37) 48.37 (30) 813.4 (48)

2008 Full Year 8.48 (30) 10.37 (30) 50.47 (30) 884.8 (41)

1st Quarter 8.11 (5) 10.24 (4) 44.97 (4) 167.6 (7)

2nd Quarter 8.05 (7) 10.11 (8) 48.84 (7) 92.5 (8)

3rd Quarter 8.30 (2) 9.88 (2) 51.00 (2) 19.2 (4)

4th Quarter 8.19 (14)  10.27 (15) 49.35 (15) 195.7 (18)

2009 Full Year 8.15 (28) 10.19 (29) 48.72 (28) 475.0 (37)

1st Quarter 8.20 (10) 10.24 (9) 50.27 (9) 177.3 (11)

2nd Quarter 7.80 (11) 9.99 (11) 46.31 (11) 230.2 (12)

3rd Quarter 8.13 (4) 9.93 (4) 49.00 (4) 290.5 (10)

4th Quarter 7.84 (13)  10.09 (13) 49.11 (14) 118.7 (16)

2010 Full Year 7.95 (38) 10.08 (37) 48.56 (38) 816.7 (49)

* Number of observations in each period indicated in parentheses. 

Electric Utilities--Summary Table*

Gas Utilities--Summary Table*
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4. RRA 

 

The table below tracks the average equity return authorized for all electric and gas rate cases 

combined, by year, for the last 21 years. As the table reveals, since 1990 the authorized ROEs have generally 
trended downward, reflecting the significant decline in interest rates that has occurred over this time frame. 
The combined average equity returns authorized for electric and gas utilities in each of the years 1990 through 
2010, and the number of observations for each year are as follows: 
 

1990 12.69% (75)  2000 11.41% (24) 
1991 12.51 (80)  2001 11.05 (25) 

1992 12.06 (77)  2002 11.10 (43) 
1993 11.37 (77)  2003 10.98 (47) 
1994 11.34 (59)  2004 10.67 (39) 
1995 11.51 (49)  2005 10.50 (55) 
1996 11.29 (42)  2006 10.39 (42) 
1997 11.34 (24)  2007 10.30 (76) 

1998 11.59 (20)  2008 10.42 (67) 

1999 10.74 (29)  2009 10.36 (68) 
    2010 10.24 (96) 

 
Dennis Sperduto 
 

©2011, Regulatory Research Associates, Inc. All Rights Reserved. Confidential Subject Matter. WARNING!  This report contains copyrighted subject matter 

and confidential information owned solely by Regulatory Research Associates, Inc. (“RRA”). Reproduct on, distribution or use of this report in violation of 

this license constitutes copyright infringement in v olat on of federal and state law. RRA hereby prov des consent to use the “email this story” feature to 

redistribute articles within the subscriber’s company. Although the information in this report has been obtained from sources that RRA believes to be 
reliable, RRA does not guarantee its accuracy. 
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RRA 5.

Common Test Year

 ROR  ROE Eq. as % & Amt.

Date Company (State)    %      %   Cap. Str. Rate Base $ Mil.

1/11/10 Detroit Edison (MI) 7.02 11.00 39.48 * 6/10-A 217.4 (I)

1/12/10 Northern States Power (SD) 8.32 --- --- --- 10.9 (B)

1/19/10 Interstate Power & Light (IA) 8.91 10.80 49.52 12/08-A 83.7 (I)

1/22/10 Portland General Electric (OR) --- --- --- --- 9.8 (B)

1/26/10 PacifiCorp (OR) 8.08 10.13 51.00 12/10-A 41.5 (B)

1/27/10 Westar Energy (KS) 8.49 10.40 50.13 --- 8.5 (B)

1/27/10 Kansas Gas & Elec. (KS) 8.49 10.40 50.13 --- 8.5 (B)

1/27/10 Duke Energy Carolinas (SC) 8.41 10.70 (1) 53.00 12/08-YE 74.1 (B)

2/9/10 Narragansett Electric (RI) 7.20 9.80 42.75 (Hy) 12/08-A 23.5 (D)

2/18/10 PacifiCorp (UT) 8.34 10.60 51.00 6/10-A 32.4

2/24/10 Idaho Power (OR) 8.06 10.18 49.80 12/09 5.0 (B)

3/2/10 Potomac Electric Power (DC) 8.01 9.63 46.18 12/08-A 19.8 (D)

3/4/10 Kentucky Utilities (VA) 7.85 10.50 53.62 12/08-A 10.6 (I,B)

3/5/10 Florida Power (FL) 7.88 10.50 46.76 * 12/10-A 126.2 (I,2)

3/11/10 Virginia Electric and Power (VA) --- 11.90 (3) --- 12/08 0.0 (I,B)

3/11/10 Virginia Electric and Power (VA) 7.81 (E) 12.30 (4) 47.71 --- 71.0 (I,B,4)

3/11/10 Virginia Electric and Power (VA) 7.81 (E) 12.30 (5) 47.71 --- 64.0 (I,B,5)

3/17/10 Florida Power & Light (FL) 6.65 10.00 47.00 * 12/10-A 75.5

3/26/10 Consolidated Edison of New York (NY) 7.76 10.15 48.00 3/11-A 1,127.6 (D,B,Z)

2010 1ST QUARTER: AVERAGES/TOTAL 7.95 10.66 48.36 2,010.0

MEDIAN 8.01 10.50 48.76          ---

OBSERVATIONS 17 17 16 19

4/2/10 Puget Sound Energy (WA) 8.10 10.10 46.00 (Hy) 12/08-A 74.1 (R)

4/16/10 Southwestern Electric Power (TX) --- --- --- 3/09 25.0 (B)

4/29/10 Central Illinois Light (IL) 8.05 9.90 43.61 12/08-YE 4.9 (D,R)

4/29/10 Central Illlinois Public Service (IL) 8.02 10.06 48.67 12/08-YE 23.7 (D,R)

4/29/10 Illinois Power (IL) 8.97 10.26 43.55 12/08-YE 28.2 (D,R)

5/12/10 Atlantic City Electric (NJ) 8.69 10.30 49.10 12/09-YE 20.0 (D,B)

5/12/10 Rockland Electric (NJ) 8.21 10.30 49.85 12/09-YE 9.8 (D,B)

5/14/10 PacifiCorp (WY) 8.33 --- --- --- 35.5 (B,Z)

5/26/10 MDU Resources (WY) 8.25 10.00 49.77 12/08-YE 2.7

5/28/10 Union Electric (MO) 8.06 10.10 51.26 3/09-YE 229.6

6/7/10 Public Service Electric & Gas (NJ) 8.21 10.30 51.20 12/09-YE 73.5 (D,B)

6/15/10 PacifiCorp (UT) --- --- --- --- 30.8 (B,6)

6/18/10 Central Hudson Gas & Electric (NY) 7.43 10.00 48.00 6/11-A 30.2 (D,B,Z)

6/23/10 Entergy Arkansas (AR) 5.04 10.20 29.32 * 6/09-YE 63.7 (B,R)

6/23/10 Empire District Electric (KS) --- --- --- --- 2.8 (B)

6/25/10 Monongahela Power/Potomac Ed. (WV) 8.71 --- --- 12/08-A 60.0 (B,Z)

6/28/10 Kentucky Power (KY) --- 10.50 --- 9/09-YE 63.7 (B)

6/28/10 Public Service of New Hampshire (NH) 7.51 9.67 52.40 --- 57.4 (D,I,B)

6/30/10 Connecticut Light & Power (CT) 7.68 9.40 49.20 6/09-DC 101.9 (D,Z)

2010 2ND QUARTER: AVERAGES/TOTAL 7.95 10.08 47.07 937.5

MEDIAN 8.10 10.10 49.10          ---

OBSERVATIONS 15 14 13 19

ELECTRIC UTILITY DECISIONS
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7/1/10 Wisconsin Electric Power (MI) 6.99 10.25 47.61 * 12/10-A 23.5 (I)

7/15/10 South Carolina Electric & Gas (SC) 8.56 10.70 52.96 9/09-YE 101.2 (B,Z)

7/15/10 Appalachian Power (VA) 7.85 10.53 41.53 12/08-YE 61.5

7/30/10 Maui Electric (HI) 8.67 10.70 54.89 12/07-A 13.2 (B,I)

7/30/10 Kentucky Utilities (KY) --- --- --- 10/09-YE 98.0 (B)

7/30/10 Louisville Gas & Electric (KY) --- --- --- 10/09-YE 74.0 (B)

7/30/10 El Paso Electric (TX) --- --- --- 6/09 17.2 (B,7)

8/4/10 Black Hills Colorado Electric Utility (CO) 9.32 10.50 52.00 7/09 17.9 (B)

8/6/10 Potomac Electric Power (MD) 8.18 9.83 48.87 12/09-A 7.8

8/11/10 Black Hills Power (SD) 8.26 --- --- 6/09-A 22.0 (B,I)

8/18/10 Empire District Electric (MO) --- --- --- 6/09-YE 46.8 (B)

8/25/10 Northern Indiana Public Service (IN) 7.29 9.90 49.95 * 12/07-YE -48.9

9/14/10 Hawaiian Electric (HI) 8.62 10.70 55.10 12/07-A 77.5 (B,I)

9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/11-A 88.7 (D,B,Z,8)

9/16/10 Rochester Gas and Electric (NY) 8.47 10.00 48.00 8/11-A 54.2 (D,B,Z,8)

9/21/10 Avista Corp. (ID) --- --- --- 12/09 21.3 (B)

9/30/10 UNS Electric (AZ) 8.28 9.75 45.76 12/08-YE 7.4

9/30/10 South Carolina Electric & Gas (SC) --- --- --- --- 47.3 (9)

2010 3RD QUARTER: AVERAGES/TOTAL 8.16 10.26 49.52 730.6

MEDIAN 8.27 10.25 48.87          ---

OBSERVATIONS 12 11 11 18

10/14/10 Indiana Michigan Power (MI) 7.53 10.35 44.14 * 12/10-A 35.7 (B,I)

10/28/10 Hawaii Electric Light (HI) 8.33 10.70 51.19 12/06-A 24.6 (B,I)

11/2/10 Minnesota Power (MN) 8.18 10.38 54.29 12/10-A 67.5 (I)

11/4/10 Consumers Energy (MI) 6.98 10.70 41.59 * 6/11-A 145.7 (I)

11/19/10 Avista Corp. (WA) 7.91 10.20 46.50 12/09-A 29.5 (B)

11/22/10 Kansas City Power & Light (KS) 8.37 10.00 49.66 9/09-YE 21.8

12/1/10 Entergy Texas (TX) 8.52 10.13 --- 6/09 68.0 (B,I,Z)

12/6/10 Baltimore Gas & Electric (MD) 8.06 9.86 51.93 7/10-A 31.0

12/9/10 NorthWestern Corp. (MT) 7.80 10.00 48.00 12/08-A 6.5 (D,B,I,E)

12/15/10 Interstate Power & Light (IA) --- 10.00 --- 12/09-A 114.5 (I,10)

12/13/10 Dominion North Carolina Power (NC) 8.22 10.70 51.00 12/08-YE 3.1 (B)

12/14/10 PacifiCorp (OR) 8.08 10.13 51.00 12/11-A 84.6 (B)

12/17/10 Portland General Electric (OR) 8.03 10.00 50.00 12/11-A 100.2 (B)

12/20/10 Sierra Pacific Power (NV) 8.06 10.60 44.11 12/09-YE 13.1

12/21/10 Upper Peninsula Power (MI) 7.12 10.30 50.42 * --- 8.9 (B)

12/21/10 PECO Energy (PA) --- --- --- 12/10 225.0 (D,B)

12/21/10 PPL Electric Utilities (PA) --- --- --- 12/10 77.5 (D,B)

12/21/10 PacifiCorp (UT) --- --- --- --- 33.3 (B,11)

12/27/10 PacifiCorp (ID) 7.98 9.90 52.10 12/09-A 13.8

12/29/10 Georgia Power (GA) --- 11.15 --- --- 562.3 (B)

12/30/10 Georgia Power (GA) --- --- --- 12/11 223.0 (12)

2010 4TH QUARTER: AVERAGES/TOTAL 7.95 10.30 49.00 1,889.6

MEDIAN 8.06 10.20 50.21          ---

OBSERVATIONS 15 17 14 21

2010 FULL YEAR: AVERAGES/TOTAL 7.99 10.34 48.45 5,567.7

MEDIAN 8.06 10.25 49.36          ---

OBSERVATIONS 59 59 54 77

ELECTRIC UTILITY DECISIONS (continued)
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Common Test Year

 ROR  ROE Eq. as % & Amt.

Date Company (State)    %      %   Cap. Str. Rate Base $ Mil.

1/11/10 CenterPoint Energy Resources (MN) 8.09 10.24 52.55 12/09-A 40.8 (I)

1/20/10 Empire District Gas (MO) --- --- --- --- 2.6 (B)

1/21/10 Peoples Gas Light & Coke (IL) 8.05 10.23 56.00 12/10-A 69.8

1/21/10 North Shore Gas (IL) 8.19 10.33 56.00 12/10-A 13.9

1/26/10 Atmos Energy (TX) 8.60 10.40 48.91 6/08-YE 2.7 (E)

2/10/10 Southern Union (MO) 7.72 10.00 38.66 12/08-YE 16.2 (Bp)

2/23/10 CenterPoint Energy Resources (TX) 8.65 10.50 55.60 3/09-YE 5.1

3/9/10 SourceGas Distribution (NE) 7.80 9.60 49.96 12/08-YE 1.6 (I)

3/19/10 Mountaineer Gas (WV) 8.72 --- --- 12/08-A 19.0 (B)

3/24/10 MidAmerican Energy (IL) 7.60 10.13 47.08 12/08-YE 2.7

3/31/10 Atmos Energy (GA) 8.61 10.70 47.70 10/10-A 2.9

2010 1ST QUARTER: AVERAGES/TOTAL 8.20 10.24 50.27 177.3

MEDIAN 8.14 10.24 49.96          ---

OBSERVATIONS 10 9 9 11

4/2/10 Puget Sound Energy (WA) 8.10 10.10 46.00 (Hy) 12/08-A 10.1 (R)

4/14/10 UNS Gas (AZ) 8.00 9.50 49.90 6/08-YE 3.5

4/29/10 Central Illinois Light (IL) 7.83 9.40 43.61 12/08-YE -5.7 (R)

4/29/10 Central Illlinois Public Service (IL) 7.59 9.19 48.67 12/08-YE 0.3 (R)

4/29/10 Illinois Power (IL) 8.59 9.40 43.55 12/08-YE -7.4 (R)

5/17/10 Consumers Energy (MI) 7.02 10.55 40.78 * 9/10-A 65.9 (I)

5/24/10 Chattanooga Gas (TN) 7.41 10.05 46.06 4/11-A 0.1

5/28/10 Atmos Energy (KY) --- --- --- --- 6.1 (B)

6/3/10 Michigan Consolidated Gas (MI) 7.19 11.00 38.78 * 12/10-A 118.6 (I)

6/3/10 Questar Gas (UT) 8.42 10.35 52.91 12/10-A 2.6 (B,13)

6/18/10 Public Service Electric & Gas (NJ) 8.21 10.30 51.20 12/09-YE 26.5 (B)

6/18/10 Central Hudson Gas & Electric (NY) 7.43 10.00 48.00 6/11-A 9.6 (B,Z)

2010 2ND QUARTER: AVERAGES/TOTAL 7.80 9.99 46.31 230.2

MEDIAN 7.83 10.05 46.06          ---

OBSERVATIONS 11 11 11 12

GAS UTILITY DECISIONS
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7/30/10 Atmos Energy (KS) --- --- --- --- 3.9 (B)

7/30/10 Louisville Gas & Electric (KY) --- --- --- 10/09-YE 17.0 (B)

8/17/10 Black Hills Nebraska Gas Utility (NE) 9.11 10.10 52.00 7/09-YE 8.3 (R,I)

8/18/10 Atmos Energy (MO) --- --- --- --- 5.7 (B)

8/18/10 Laclede Gas (MO) --- --- --- --- 31.4 (B)

8/18/10 Columbia Gas of Pennsylvannia (PA) --- --- --- 9/09 12.0 (B)

9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/11-A 34.0 (B,Z,8)

9/16/10 Rochester Gas and Electric (NY) 8.47 10.00 48.00 8/11-A 34.6 (B,Z,8)

9/21/10 Avista Corp. (ID) --- --- --- 12/09 1.9 (B)

9/22/10 Consolidated Edison of New York (NY) 7.46 9.60 48.00 9/11-A 141.7 (B,Z)

2010 3RD QUARTER: AVERAGES/TOTAL 8.13 9.93 49.00 290.5

MEDIAN 7.98 10.00 48.00          ---

OBSERVATIONS 4 4 4 10

10/6/10 South Carolina Electric & Gas (SC) --- --- --- 3/10 -10.4 (M)

10/21/10 Delta Natural Gas (KY) 7.97 10.40 44.49 12/09-YE 3.5 (R)

11/2/10 Boston Gas (MA) (14) 7.91 9.75 50.00 (Hy) 12/09-YE 41.5

11/2/10 Colonial Gas (MA) 8.16 9.75 50.00 (Hy) 12/09-YE 16.5

11/3/10 Atlanta Gas Light (GA) 8.10 10.75 51.00 5/11-A 26.6

11/4/10 Northern Indiana Public Service (IN) --- --- 46.29 * 12/09-YE -14.8 (B)

11/19/10 Avista Corp. (WA) 7.91 10.20 46.50 12/09-A 4.6 (B)

12/1/10 SourceGas Distribution (CO) 8.02 10.00 50.48 12/09-A 2.8 (B)

12/6/10 Nothern States Power-Minnesota (MN) 8.28 10.09 52.46 12/10-A 7.3 (I)

12/6/10 Baltimore Gas & Electric (MD) 7.90 9.56 51.93 7/10-A 9.8

12/9/10 NorthWestern Corp. (MT) 7.92 10.25 48.00 12/08-A -1.0 (B,I)

12/14/10 Texas Gas Service (TX) 8.65 10.33 59.24 6/09-YE 0.8

12/17/10 Columbia Gas of Virginia (VA) 7.92 10.10 42.70 12/09 4.9 (B)

12/20/10 Sierra Pacific Power (NV) 5.18 10.05 44.11 12/09-YE 2.7

12/23/10 SourceGas Distribution (WY) 7.98 9.92 50.34 8/09-YE 4.3

12/29/10 PECO Energy (PA) --- --- --- 12/10 19.6 (B)

2010 4TH QUARTER: AVERAGES/TOTAL 7.84 10.09 49.11 118.7

MEDIAN 7.97 10.09 50.00          ---

OBSERVATIONS 13 13 14 16

2010 FULL YEAR: AVERAGES/TOTAL 7.95 10.08 48.56 816.7

MEDIAN 7.99 10.10 48.34          ---

OBSERVATIONS 38 37 38 49

GAS UTILITY DECISIONS (continued)
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FOOTNOTES

A- Average

B- Order followed stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically

adopted by the regulatory body.

Bp- Order followed partial stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically

adopted by the regulatory body.

CWIP- Construction work in progress

D- Applies to electric delivery only

DC- Date certain 

E- Estimated

Hy- Hypothetical capital structure

I- Interim rates implemented prior to the issuance of final order, normally under bond and subject to refund.

M- "Make-whole" rate change based on return on equity or overall return authorized in previous case.

R- Revised

YE- Year-end

Z- Rate change implemented in multiple steps.

* Capital structure includes cost-free items or tax credit balances at the overall rate of return.

(1) While the authorized rate increase is based on a 10.7% ROE, the settlement specifies that the company is permitted to earn up

to an 11% ROE.

(2) The permanent rate increase includes a $126.2 million increase that was authorized by the PSC on 5/19/09 in a separate 

proceeding related to the repowering of the Bartow generating plant. The company had also requested recovery of the Bartow  

repowering costs in this base rate proceeding. In adddition, the $126.2 million Bartow-related increase, when adjusted for 2010 

billing determinants, increases to $132.1 million. 

(3) Authorized 11.9% ROE includes an 11.3% base ROE and a 60-basis-point management efficiency premium.

(4) Parameters apply to rider for the Virginia City Hybrid Energy Center, and the specified ROE includes an 11.3% base equity return 

and a 100-basis-point premium. 

(5) Parameters apply to rider for the Bear Garden generation facility, and the specified ROE includes an 11.3% base equity return

and a 100-basis-point premium. 

(6) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and an environmental

upgrade project.

(7) The rate increase is effective retroactive to 7/1/10.

(8) The 2010 rate increase is effective retroactive to 8/25/10.

(9) Authorized rate increase represents a current cash return on incremental V.C. Summer nuclear plant CWIP. The increase   

incorporates a previously authorized 11% ROE and incremental CWIP of $399.1 million as of June 30, 2010.

(10) The authorized 10% ROE relates to the portion of the company's rate base not associated with the Emery Generating Station 

and Whispering Willow Wind Farm.

(11) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and a wind facility. 

(12) Authorized rate increase represents a current cash return on incremental Plant Vogtle Units 3 & 4 nuclear plant CWIP. The   

increase incorporates a previously authorized 11.15% equity return.

(13) Rate increase effective 8/1/10.

(14) The rate increase approved for Boston Gas reflects the combined revenue requirement for both Boston Gas and Essex Gas.

Boston Gas and Essex Gas merged their operations (effective Nov. 1, 2010), with Boston Gas the surviving entity.

Dennis Sperduto
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