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1 STATE OF MI33OURI 1 INDEX
PUBLIC SERVICE COMMISIION
2 2 Direct Examinalion by bir, Wolsk i
3 The SaWof the Mlssourl Public 3
p Service Commisslon, ‘
. Complalnany, . EXHIBITY INDEX
ve. Casa No. EC-26021 & ExhibnN Oa R
B tNo.1 Data
Unlon Elsctrie Company, oquest Responnee “
T d/bis AmerenUE, - Jume 20, 2001 T ExhibfiNo, 2 Vslu-tlm Edidon IUMS.
uns v
[ ] Ragpondent, JeMgraon Ciy, MO [] Yoar pages 30 and 60 "
2 [-]
fo DEPOSITION OF MARK BURDETTE, 10
11 awiineas, produced, aworn and sxamined on the Z0th dey 1
12 of Juns, 2002, batween tha houts of B:00 a.m. and 17
1% 0:00 p.m. of thai day Al the afflces of the Offlos of the 1
14 Publlc Counsel, Governor GiMca Bullding, Roam 830, In tha 14
15 Cliy of Jaffarsan, County of Cols, Siste of Mist our], before 15
18 e
7 KEL 1
! RSSO0 %snosm REPORTERS" Y
18 Tll Weat H 1
P.D.Box 1304
w JEFFERSOH cm' MO 83101 "
(573) 030-TE6 2
20
snd Notary Public within and for the State of Migsourt, 2
:; commisglonad In Cole County, Mistaud. Ia the 2
abavsntiled c3use, on Lhe part of Unlon Electric Company, ”
21
da AmersnllE, puravant is sgresmaent
L 214
kL 26
ASSOCIATED COURT REPORTERS
JEFPERION CITY + COLUMBIA - ROLUA Jznﬁ""ﬁ“c"m cotmr E""R“&
1aN)638-7551 )83
1 APPEANANCES 1 MARK BURDETTE, baing swotn, etifing as folj ows:
2 DIRECT EXAMINATI M H
: FOR UNION ELECTRIC COMPANY, D/O/A AMERENUE: 3 a W:: BY : :‘G'::L | o
&, M.
VICTOR 4, WOLIX) om v want o firss, |
q "‘5"633‘1‘. A & Mk, 21311 by going sround the room snd having sveryons
] 1500 K Strest NW, Sullo 300 3 ziade thalr 3ppedranoe s wa've l hy .
g,,f‘:'"“c’ PP @ot |t on the reeard,
] m: ’ a Otpy,
T FOR THE QFFICE OF THE PUBUC COUNSEL: T Q. And obwiously you are the witne s, but you tan
t RUTH O'NEILL 0 stari with ysur name and your businers uddrens.
k1
] :é"',;v.é?; g\‘lu Suliding ] A Mark Burdetie. I'm a Financlal Analyst with
1 in;;fg%ﬁn ihy. Missourl 46102780 10 the Mistourl Offica of the Public Counssl, Post Dffica
" TH060, Jutfervon Clty, Missou X
FOR THE STAFF OF THE MISSOURI PUBLIC SERVICE COMMISSION: " Box d n:: . 8 - 1 85102-7800.
NATHAN WILLIANS - WOLBKI: For wvaryons slse, fusl your
1 ng sunset 13 mame
. P o Ur::rmu Bullding 1 us. 0"
Ty, Misnourt 85102 - O'NEILL: Ruth ONelll from Public
13 t!’-‘ﬂ ?!1-]23‘ 13 Coumsml,
18 ALSO PRESENT: Joh, Plalfenbarger, rh- Brytde 1 .
. .;l.ﬂ%’u.fsﬂ::u Th: ’"": rytde Group 1: I MA. WILLIAMS: Nathan Willsma, Aasociate
“n-u Y o i 'inlsc Stalf Atarnsy n the Genersd Counnel's Office, Tor the SLal¥,
1 1" MS. VILLADSEN: Bents Vitladsen, The Bratile
18 SIGNATURE INSTRUCTIONS: 18 Group. Cambridga,
20 Preaentmani walved: signature reguesied. 22 MR. PFEIFENBERGER! Johannes Plyifenberger
21 EXHIBIT INSTRUCTIONS: "1 21 wilh The Brandas Group, Cambridpe.
22 Amlsched 1o originsi. 2 MR, WOLSKI: And i'm Vittar Woltid witn
Fh] 23 Cooper B Kirk, counssl representing Ameren ladey.
24 24 BY MR WOLEW:
5 18 Q. [ Laka I Ms, O'Nelll ln 7spressnting you.
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1 She's your counasl for the depositon, carrect? U rephiane e quastion or you ean ask the court reporiar o
1 A CarracL T rond H back to ea If when If'e read back It makes more
k] Q. Have you over been depossd before? 3 sense. And [[you don’y ask for & cistfication, NI
‘. 4 A No. ¢ amsume that you 418 undsrsland the quesiion the way I was
o 3 >} Wall, than, 10 maks aure thal you Undsrsland 8 phraved,
$ the groundrutea, Il go thraugh a few saplanations of whal L A - Allnght
7 we're doing. 7 Q. Olcay. And an you migM guess. the court
2 A 88Ot tiom, sa you mipht know or mighl have 4§ reporter can epally ansc/ie two poopte spmaking al the
5 beentold by Ms. O'Nelll, ls 3 procedurs for teking your 8 same Ums, £o that Ne Impariam Tof you 1o wall unll |
10 witimony under oath In connection with 2 pendlng legat 10 fnlsh my quoclion befors you stant 3newering I, und alsc |
11 sclion. And sven Lhovgh we're siting here Informally |n 11 wiit endeavor ko not Interntpl you 3¢ thal Yoy £an — you're
12 Wha very warm conMrence room, everything you're 3sying 11 done with your srnwer before | would wek the next quesiion,
13 Just a3 |1 you wers [n the hearing team of ihe Commisalon, 12 A ahao Ihe court reparier can't tranycribe
12 xnd your testimany then is glven under pensity of perjury 11 rmmwvarbal responces, fie & shake of your hesd ysa or no.
19 Juar s |f you wers tesiifying belore the Commistlon. You 15 S0 I's Impartant thal you give 3 verbal responss
18 understand that? 1§ queslons. Do you undsmaisna?
117 A Uh-huh. Yes, . 1 A Okay. Yeu.
L} % And w3 you can sse, thy cow 7eportsl Ia 14 Q Mr, Burdetts, 5 thare 3ny rexson at all why
18 1aking down svarything that we 83y during the courys of the 18 you wouldn't be 3bls t phve trulhiut and sceusste iealimaony
20 depotition, and sRar the deposition she'll prepars 2 20 lo the bext of your recalieciion In loday's depositon?
21 written tranzcript and you'll bu ssked [0 review i{ pud ta n A Na.
23 algn it 85 leslimony In thle 3clion and al3o to make 2 a And do you have sny medica condiiion or
23 whalever correctlons you wauld liks 1o mave. You understand 23 problerns (M might Interfars with your ability (o give
24 hal? 24 truthNit and accurals testmony In aday's depotiUon?
28 A Yau. 23 A Na.
eSS serrERSEEIATER SUBLEET Ny
eojaie-T561 1;.») TEST
Y
1 Q. Chay, And throughout the Gepeitan, 1 Q And are you curently Widag any drups or
2 abwipusly, il be ashing you gquaslons, wnd I'd like you to 2 olher madication Lhat might ntedfera with your ablilty 1o
3 10swer them 1o the beet of your sbifity. # you're nel 2 ghve rumbil snd securale Wstimeony 1a Wday's deposilion?
¢ cerlain of The 3nSWAT Bul you <an make 3 Festanably guesy or [} A No.
3 reaconable exiimata of the Inewer, | would ask thal you iry - Q. And could you briefly explain the sleps that
8 1a give e your De3t respONSe you £an. § you've Isken o prapare 17 this deposiyon?
y 113 ask & question and your counsa] objach 4 A | rerwad my tesitmony. 1've besn working on
# 10 1ha queslion, unless — which she might do from Lme b ¥ iswlimony tor Lhip cass, 80 | = e particular 11aps beyond
8 ume lor purpeacs of gentlng It on the record. -Unleas she A Just preparsiion bos the casg.
10 Instrucls you nol to arswer the guesiion, you sheuld go 10 Q 50 reviewing e materials that you ysed far
11 forward and anewss Lhe guerilon. Do you undersusnd hal? 1% your tealimony und reviswing the teslimony, | suppose, Lhat
12 A Okay. Y3, 12 you're rebulting?
11 a And | 3ssuma that she'll be Dretty desr i} i3 LA Carrect
14 3he's Instrycting you not o pnawer. § don( imaglre it 14 Q. Okay, How long have you worked 11 OPC?
15 would comu up, | wantsay thel, but iUl be claar, 13 A. Jusl over seven years.
1 MS. O'NEILL: Ore thing ['wili add 1o that s, 18 a D1d you waril shywhets eine betwsen businesa
47 Myou don'l know something, s oy 16 2ay you dan'y 17 »chool snd smploymen here ai OPC?
18 Wpow. 1 you'rs pusseing beciyas you'ra nol sure of the 1 A Yus. wag bn slecirice] gngineer st throe
18 acheal point of the queavan, you can suk for a 1% waparnts joha.
% cladficaton. 229 Q. Dhay. And aince joining OPC, how leng have
1 THE WITNESS: Okay. 2t you baen wsrhlnn on rata of relurn iy uea 1n rate c20067
2} @Y MR WOLIKI: a2 A Sinca Uva Arel day.
\h-’ 1] o In fact, that's Important. Let e add that n Q. 8o that would be (he full saven yesrns?
14 poin), that It you don'y inderstand my quastion. ¥ you have 24 A Yep. You.
28 any problem whh i 3l ofl, plesse, You can slifher ssk ma lo 25 Q. And hed you had any fsmillarity wivh that
AJIAQCIATED COURT REPOR'I’ERJ ASSOCIATED COURT REPORTERS
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1 tople priot ia coming to OPC7? 1 A Sa {would nal adopt he teslimony as my ewn.
2 A, Throuwah bus(nesa school. BE a Okay. Undersload, Would it be right to eny
2 Q. But when you were an atecirical enginer, you Ta thai, o the sclant thal yeu have 3 subsntizt fisagresment
. 4 had no rale of relurn? i1 & whh thaway that Mr, Blble had performed hip snalyis, that
\'-—'{] [ A Correct. 1| § thatdissgresment would be refecied in tha wary bhat you do
. Q. Now, you! tas imermy’s rebufial testimony on " € youl own snalyslz In your rabymal?
7 the ople of cont of eaplial, correct? 3T MY, O'NEILL: T'm going lo object 1o the form
[ A Tos. ‘[ B of that quesdon, soo. Cun you rephrine that? Ifs very
° a And | takg ) that It's rebuting, then, the : § canhring to ma. Mark might understand 1), byt —
10 tentimony of SLaff Witess Ron 8ibla? 10 THE WITNESS: | would have I rephrane your
11 A Primarily radutting the - well, 's Inbelnd 11 queatian jo anser your quest:
12 rebullal xstimony. I¥s mors 3 cosl of capha) erabymls on 12 BY AL WOLXS:
13 my own ~ 0 My own part, even though Ir'e labeled rabutial. 12 Q. Do you wasi to give || a shot?
14 This was OPC's first roynd. 14 A Thals fine. Ita Aot 3 big aren, To me, It
15 Q. Chay. And are thors pny areds —| taks il 16 waunds llke lo me whal you sald s | did pvy tasUmony the
18 you did read Mr, Bibies teslmony priel la preparing your 1M way | did my testimony. Thare are diferences between Ty
47 own; In thal correct? 17 tsmony and Rop's, Would thoes diferences cansiNute
1" A Correct 18 wwss thal | belleve we diffwe? :
18 Q. " Are (here any Svsan of dlvagreement that you 1 '} Uh-wh,
20 might have unith Mr, Blble and hix smony? ‘20 A That's true.
at MS. O'NEILL: 'm golng 10 objact lo the form 1) Q. Now, |l fhera waa - ¥ Iners wea & particutar
72 of thal quesailen sz way too broad. Could you rephrana i 21 mothod or spproach used by Mr, Bilile thal you thoughi was
23 perhape? 21 Incofrect, would you have pointed Uil out In your rebiutat
26 BY MR- WOLSHI: 24 wntimony on cont of capia!?
5 Q. Could you Identify Uhe sreas of dizapresmant ?s A Nt necanwarily.
e S R i
S (0mE-7351
E‘
1 that your mighl have, that you have with Mr. Gible In the way i Q Do you sgres with Mr. Bibles recommendatian
2 thal he perfarmad hiv cont of capital analysls In this case? 2 lnthla caae?
3 M3. O'NEILL: I'm going 10 objectagaln, Can ] A My rMcommendation overiaps \ne Upper pardon
4 you be more apacific dbout ~ cozt of capital ls thy whols 4 of Mr. Bibie’s rangs. would 3gree wilh him on thal |
5 {hing. Can you break il down? 5 would nol agree on the lower Ml of his rangs. Thal isn't
8 BY Ma WOLSK- 8 whall resemmondec. We difar in that area.
7 Q Waell, | think — do you undersuand? ‘!’ a Is thars anything that's in your sestUmeny
2 A 1 undersiand the queston, ['m sl sure how l thai you no longer agree with, tat you've chainges your mind
B ensy (he queallon I 1o ampwer. Thels are cactaln Jepactt % oA wince i had beun wripen?
19 of Mr, Bible's analysls that ] would not hyve dons ha 3ems 123 A Mot shisl 'm aware of &t s Oms.
11 way. Thers was rathing singulariy so glariag s b Jump oul 11 Q 34 ar of now, you 8 13nd oA whal YOu = yous
12 sl me. For this round of imatimony I primarlly resd his 12 swnd on whal yoy've submined?
11 tsslmeay In the whols, looked a1 his resuils, keoked af his 11 A Yrs.
14 amiysie. 1" Q. And ate there any particular correcteony thal
15 1 can ahwayn And pomething lo disaprec wilh 15 you Anow that Fou Wyl Rave 1o make?
14 fof any onafysL | don'{ know tha( thare's any singufer 1" A Nol what | have diseavered 10 s point.
17 armas that would Juemp oul o1 e (hal ] dlsagree with him. 17 Q And yte you working on any crass-aurrsbhutts)
] Q. Boaalting here loday, ihen, I8 other words, 18 tayfmony on thiy wopic for the cxce?
12 thetd's nolhing = thers's nolhing Lhat you ¢an — thers's LI A 1 am Rilng surrebutial Isnimany, yea.
20 nothing fuht now that you cen [dentify that was In hiy 10 a And whil wers the wiinessss tht you would be
11 leslimony thal 28 you ea!d, Jumps oul 31 you #e Aaving heen 21 crowsasbuting or surrebutting?
21 wronp? 22 A Teo this point, i've 3ddresnsd Kpnlom
123 A 1 331 that with the cave 3t Lhat ©'m nor 23 McShane. | will be godng Ihraugh ol the company witnessm
24 maying Inet | sgres wih swerything ha i, 4 ta detarmins any sreas tal they've ackireszed thal | need ts
P1 aQ Sute, 23 addrass. IUs nol datarmined complately.
e E3RCATEP COURL BEPONIER serdbAOSIATED COULBET SRIEEE
su 10307 . !luml-ruf
TR P00 1165 314 636 9B55 94 P.04
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1 Q And In Kathlsen McShany's lestimony, do yau
2 know which particular aspacts of her liatimony thatyou

3 wauld be rabuting?
' MS. D'NEILL: I'm gofng o object 1o thst

- 9 quastion at this polrt in ime. His testimony has not besn

B fled yat. I'e nof complate yot, and [t wauldn’t de

T apprapriate for him w0 atrampl o Summartze bomething thats
1 natin compisied form.

9 BY MR. WOLBKL

12 Q Wall, 38 you sit hare loday, you've resd

11 Kathleen McShane's tesiimony, haven’l you?

12 A, 1 hve,

13 Q. Ase thare sny aepects of Inst thal you IMnk
14 ware Inaccurate?

15 A Yot

18 Q. Cauld you Idently those?

17 A Her appilication of the discounisd cash Row

11 model, har appilcation of the eapital assel pricing model,
19 her appiication of the compsrible earnings snatyais, her
20 conclusions, herjustification, her sourcas of support

21 a Okay. On that tasy potal, could you repeal
22 tharens?
n A, Xousrces of suppert, | ballave sovi of Uhe

24 documents thal she's used lo 3uppon her anplysiz do not do

25 that

Aag ATED COURT REPORTERS
JEFFE OH Cl'l"r %’DLUMBIA ROLLA

1 conlinue to ghve you pant of an anatysis Uhals not bedn
Z completed yot. It would be mizleading snd - perasibly
3 misleading. It may nol be mislending. | deny kmow how far
4 Mls
) Bul 3t (hly paint I'm going to Inslruct Nim
8 rnollo snatwer questians sboul hin nurredutial matimony tha
T has notbeen Med.
8 BY MR WOLIKI:
Q Gkay. Again,  think if you recall the
10 gGuestion. L had nothing to do with yeur surmbutts), it
11 0skd, a8 you uil here now, ean you ldenlily espects of her
12 application of the DCF that you find wers In errer? And yeu
13 are an sapsri and have resd the lestimony of Ms, McShane.
14 Presurmably yoy would hava an oplnion on it now.
13 MS, O'NEILL: I'm going o object i you'ry
18 snilng him for spectfics, W you're axking lor
{7 gunerafites, e con answer in genwralivss. Butsince hes
19 nli underpoing the snatysis, 1 would object te 3aMng for
19 anything that's a esaciysion of his analysls,
20 BY MR WOLINKE
r Q. W'l mows on. Wa mighi come back (o this
22 toplc Inter. We tan discusa K ot thet point.
23 You had also — sciually, Isf ms 35k one other
£ thing. Are there other arese (n which yeu woulkd be
36 providing wurrebunst lesYmony or surrebural anatyals as

ASSOCIATED COURT AECORTERS
JEF’FEF&SD{JC}I‘)\r COLLIHBIA RO
)

U a Okny. 00 you kRow which documents thore
1 arm-—-

b A | haven't —

4 a w ma you it hero?

5 A | bavent compleled that yet.

[ ] 0. And a8 yau're 3ltiing here laday, can you

T recall whal you balleve was ia srear tn her application of
§ the DCF modei? -

[ ] MS. D'NEJLL: Agaln, I'm golng 6 objecl that
14 this s gelng la aurrebutis| Watimorry that hasn't baan

11 Aled yot

12 THE WITNESS: Yesh. i guess (feel like I'm

13 poling to object, loo. | mean, i'm In the middle of an

14 snelysis, wridng surrebutisl watlmony thal ls noy

13 compists, 2nd pasically this seema lo me lke you're trying
18 fo gel an up chwhal 'm golng to way 2boul Ma., McIhane
{7 bafers my lemUmony e Mied.

18 BY MR, WOLSK):

w a Well, you are giving leatimony righl hers.
¢ You can give your apinion righl hare a¢ an sxpary wilness.
Fi M. O'NEILL: Wall, hold on, Don't answer
22 yer

\.-1 11 Al Lhia point in Ime, | Delleve that he's

24 alrapdy lold yau that hiz snnlyste is Ongoing. 1belleve i

29 would be ineppropriale = this s my objsCtion — lor him to
AS OCIJITED COURY REPCRT) RS
« COLUW

1 anexpertin this cans® You eais thal ysu wers going to

4 review other company witnesses’ sstimony. Are thete othar
3 particalsr aresm Urat hawe besn seaigned 1o you by OPC as

4 lasues lor IhTs cava?

5 A Notspacificalty at this point

s Q. Ars there lasure that you typieally have had
T awsigned o you In the pial tal you would bs looking at In

& tis cane?

| A Pountislly. Those declsione develop 38 Olher
10 pacien’ safimony comes logether — & I'm sorry, not alher

11 partier = olhar OPC witnsases’ sslimuny comes logether,

12 tha getermination could ba thatl — 1hat OPC wanis a litde

1) more sUppOr, oh B pardcular issus. I has varied Cana ba

14 cane.

13 Q Buiright Row you don’t know = thers 379 no
10 otheratdidonal Mtuse thal have been msigned lo you?

17 A No.

" Q. Okay. Now, do you have 3 capy of your

10 renuital Wwatmony In fronl of you?

0 A I do.

a Q. | wonvdar i yau coutd hura 1o Appendix D
A2 whioch ls on page 27,

7 A Ohay.

24 Q Mow, cauld you anpisin why the = why tais
23 partcular 3ppendix was Included In your testimony?
ASEOCIATED COURT REPORTERS
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1 A, 1t s sandard - 0w yandard Infarmatlon t A 1 cant =1 can'i cite casea, no
2 that is uswally supplled on rate of retum estimony. Masl 2 Q. Ang you'rs not pure, than — ot iy rephress
3 anslysts put H st the baginaing of thalr wetimeny In thelr 3 tut
4 usual bollerpiste. 1 pull It cul of Lhe body ol the 4 I aks R, thep, thal yau don know whetha?
et E ieatimony and atach [13s sppendieet. 5 the retum thal you recemmend In thls cane would be
) o And da yoy thnk that this discuasion s 4 conyiared fair under Migsour court standards?
7 Importantia your lasUmany? 7 A 1 hava legal counpel as 3n sxpert WHASEE T
' A. 1 bellewe is parx of the legal foundalion & asnint e In decislons and judgmenes like thel,
8 undeclying whatws do. & Q But again, snd you're not = you don'l knaw
'] Q. S0 thal In doing your lesiimony, you wert 10 whether Migsourl faw or Missourl —you don't know whether
11 attempting to Fi1in with the legal foundalon that's 11 s courts in Misscur! might spply the legal requirsmants
12 contained In the appendix? 12 tar Fair rate of radurn dittersntly than the Unlisd Sialas
9 A, WiHAIN tha ramework of te legal opintons 13 Suprems Coun?
14 Interpreted 1o me by OPC 1awyers and Interprried hecugh " A 1 am not specifically swnre of thal, ao,
16 policien of Public Caunsel. AL Q And you have § quols here from the Blusfield
1" a. You clle 3 coupie of cases In the appendix. 18 casy_ lineg 17 through 30 of page T7T7
17 One Is the Bluahaid Watsrwarks case? 17 A Correcl.
" A Yas. 1u Q {'d ilke you 10 ke 5 ook at that quoie. In
" Q. Have yau resd the Blusfield cass? 19 this case tha Suprems Court 3ays, A publie ubility Is
n A [ have. 20 snllled to such rates a3 wili parmil it o warn ¢ relurn
M Q. And how recently did you re2d I? 1 aad valus ihe properly which R -mplim for M1 eATVENIENES
2 A Oh, If's ~ the enlirs ceae, probably within 212 of the pudflc wqual Lo ihal pererally being made pt the sama
23 thelaat couple of yenrs. | ean't give you a firm dale. 23 dma snd In the s3me pensral pert of the counlry an
14 a And the FPC va, Hope Nulury Gye case. s 24 Invesimanis In cther businees undscaidngh which are
1% that— have you also read that ane? 25 atianded by corresponding rleks aAd uncentaintie.
s EREATED QUL SRTEES e REREIATED SOUELAEPORIER:
MME-T351 1 Lumn-? 011
w
] A Tha 23, y¥i. 1 Do pou aes that —
2 a Within the iast few years? i A i do,
] A Probably, yse 3 a — slstament?
' Q. And doss 1he 35me 1hing bold frue for (he 4 In calculating the rate of retura alyoy
A Psrmisn Basin sres rale C2ee p3 you CMs on page T87 § recommaend for UE In thia cass, did you look M returns on
. A Yo & invewtment In businsas unduﬁt‘lnp In tha same Qervivst gant
7 Q S0 you reyd Miose = you fasd that cass, that T of ttrw counlry 30 UET
§ opinion within the Lyl tew yesrs? & A 1 kniow Mat ane of my comparsbis companies fs
] A | have read those, correcl 1 From Wisconsin, | would conslder that panary! part of ths
19 Q How, yeur appandhl an the legal requirement 10 country. | did not petfarm e s pacific 3ndiyuls of
41 for falr rale of relura oniy dizcussss Unilsd Sislex Suprems 11 midweslern relurre.
12 Courlcases. Are you yware of any legal requirementa under 12 [+ And you looksd st businessas that were notin
13 Migssoun law, undar Mizsourl Conslwtion or the Missouri 13 the sams penersl pan of the country as Unlan Electric,
18 caae lew that cancams approprizte rale of relrn? 14 eorrecy?
15 A I'm net awars of spacific cltatlons of Cases. 13 A Correct.
18 Spacific local Information would be — | wouid leam through 1" Q In calcutsting the rale af retum thal you
17 dizcugalons wilh stiorneys, discusdlons of pardculsr cames. 17 mcommend In this case for Unlon Elsciric, 4id you tnok st
18} can'l 3ay thal i have Aot 1end 3 Missour h'.' utd 10 apy reluine ON Inveatment in business yadersddngs, nciually
19 coylda'l el you what it Ja, et | can tell you Dhat 10 o quote from the Biveflale coua, [0 oiher byairsss
20 thete fuone. 20 underlakings which are atnded by comreaponding rleks and
11 Q Olray. And thal would slsa mean thal you 21 uncertaintier? D!4 you lock »l other Burinesses other than
27 couldn't say wheths! you had read any Missour crses dedling rz public utlliften?
,\,;-/ 232 wliih the rate of retym requirements ? 2 A No
24 A Legal cysee? 24 Q. Now, furthes dowm In Lhe paasage that you
2% Q. Ysr. 23 quots I8 your 2ppendix, thy dentence that beging on jine 13
A!SOCIATED CQURT REPORTERS ASISOCIATED oun'r REI'DR ERS
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4 raads. The Isturn should be resscnebiy sulficient 1a ausure
2 conBdenca in the Anane!al soundnsss of the udlity and .
1 should be 3dequane under efficlant and soenomical managemenl

\ a4 to malntain 3ng support its credil and snable Mo ralse

% the money necessary for the propas dlacharge of W public

8 duties, and quole.

T OW you foliow that sentanca?
[ ] LY 1 did.
] a, Now, whal analys!s did you do 15 confirm that

10 the returns you'ta recommanding are reasofsbly suticiant to
11 psaure confidence In the financlal soundress of UE?

12 A | cheched my recommendation with Umes

11 Intaresl enrhad 1o be sure thet Amersn would nol be In

12 vialation of thelr covensnls and that thay had sufiichent

15 eaveraps fol thair Inparent mxpanss.

10 = 3 Is thare anything sisw B2t you did to confirm
17 thal Bha retuins would be reasonably suMiclent io ssnucs

18 confdenca ln tha Anancts! soundness of UE?

10 A General comparison of my recommended Mturn
20 with the returna thai kry snalysiy showsd ma for sthar

71 utlbes,

12 Q Dtd you 4o sny sdditons] snalyals Lo

23 delerming If e relutns you're recommending sre adequits w0
24 taintaln snd support UE's credit?
8 A |(ﬂd|h;6plﬁofm-d ¥med interevl sarned

IATED COURT REPORTERS
JEFFE ON CITY - COLUMBILA « ROLY
4188307351

1 autlooh lo Ameren bacause of tve proposed rate cut by thy

2 Sy

3 A 1 inorw that 3 nagative outool had beah

4 propovsd 3ad that the = thet B¢ pending rain cose or the

§ pending canes had baen mentionsd, | cannol address whether

8 Moody's declslon was based enlitely on thal facl

7 Q. Buf Il caralaly conributed 10 the dechslon

8 from what you remember of the repan?

¢ A | would 33y thal's accurata from what | mad.

m Qa Andin thls cass ths Oflice of the Public

11 Counasl [s recoommending deepar rate cuts than ths Eatf,

12 on'Llt?

13 A 1 — | wouldn’t comment o an averall — on

14 ™ ovarall case. We've boan through $0 many dlecussion? cn

15 aetinmwrtc and different acanarios that bottom line evary

18 lssws of SN cpae compared to bottom lina svery Issus of

17 OPC's casa, | can't commant on Bl

" Q aad would your charsctatizs the Stendard L

18 Poor's Cresil outiook 3s relsting 1o thg Ananclal soundnaas

20 of the company?

2! A | mould labsl the Sandard & Poor's raporis se

23 opinions partaining 10 3oma but not necresarily 8il sspects

23 of the Apanclal soundneas of tha campany.

F Q And would 3 = us you underptand the

25 tarminology, wauld » negative nredit pulisek from Sundard 3

JBF.ESQOCIATED COU5T R.EIAPD:TEAS
)'IM-TSS

1 va ba sure Wal they would not b in violation of any of

I teif covenants, which woyld certslnly sMecy ihwir cradil.

1 Q. Ars you yware of any firma or agancies whose
4 businsen ILis (o svaluate the credi rishiness of

& companiee?

[] A Iam.

T Q. Could you nama soma of (Roes, mhich anes that
B8 you krow of?

. A Moody's. Standard & Poor’s, Fich, Duff &

10 Pheipy, | bellove. There are saveral.

" Q. Yeu know mory thin me, then, DG you know how
12 Gtandard & Poer's reacied to Lhe ra19 CUt propozed by the

13 St In this czad?

LT A { resd the report cannot = [ cannot guols

15 1hs report | baliave B was they changed br ouliook.

18 They did ol change 7ating. They changed sn oudook.

17 Q. D you knaw that Elandand & Poor's revised

18 iy credlt oullook for Ameren from atable 1o Regative?

1 Poors seflaci a question as o whethar § compeny could

2 ouppont s credh and malntaln lo credit?

3 A Pwayld =1 intsrpial 3 Aagative outiook an

4 3Jwndand & Poors having the apinlon thl If certain

9 cirtumgLnces COMAE 1o prey, If cartiiin sconariod coms

4 10QeMr [n the proper way, || could Impact the company's

T abilny.

] Q s the same thing true lor the Moody's

0 owiook, te megalive cullkook from Moody s 7

19 A In genersl. yuah, 1 would view thoes e same.
" a In making your rets of relurn recemmendailon
12 in this cane, have you snalyted how Union Eleckic’s propst
13 dlschacye of Hx publln dutles mipht paquirs Incrsased

14 Investmeni In Infrastructure?

i1 LS Canyou fapaat hat?

1 Q. Surn.

1? MR, WOLENWI: Aclusily, maybs It you'd rend i,

1¢ THE REPORTER: "Queston: In making your rale

19 A Yes. | would have known that 19 of rurn recommendation In this case, have you anxlyzed how
0 Q. Do you hnow how Moody's avaluawd the Impaci 10 Unlon Elecliic’s proper discharps of its public duthes might
21 of i rals cul propased by Twif? 21 requirs Increvaed Invaniment in Infrastructure ™
) n A | batievs Moody™s Issusd o stalsment thal 321d o M3, ONEILL: Canlaskyoufors
"q-," 23 thet I BLaMs reduced rivenus reduirement waa pul inlo 23 cizrifcynan for tha?
24 place._that Ameren wmould have lower sarnings. 24 MR, WOLIW: Sum.
2% aQ Did you know Moody's sxalgrmed & negathes 25 M5, O'NEILL: Arg ypu sphing whethet or nol
JEFF“S IAE_E‘_D COURL&E‘:O&'EM N E}FASSDCMTED mn‘f HEPO&EM
llll)!:‘-‘liﬂ illlms -F 31
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1 this rate af retum will affact It =bllity 1o borrew money 1 A Did you say "sn” suthorilslUve source or
1 orls this quesilon relzted Ta whether ar not Unlon Eleculc 2 e
3wl have the ability 10 bulid further plan) with manay s 3 [+ An rulhorkatvs sourca.
\_q ¢ 9etng wom raus - ' . A tbelleve i la an authoritative source,
5 MR WOLSKL | guaas ~ | | Q. And do you bellsvs ValueLine's relisble?
s M5, O'MEILL: — currenlly petiing from rates? A Yeah, | batiowe Valyeline ts reliable.
7 MR. WOLIKE: | gueas the quasiion would cover 7 Q. And Soes (AN mean you billeve thal you can
§ both, Lot me Break M up Into e, 8 rely an the de thal's Ja Valusline's reports becaus s you
¢ BY MR, WOLSKI: B bust mal |l Valuekine put its Asme on 0, the datn haw
10 Q. In dolng yaur rate of Petzn recommandation, 10 soma Inherent relinbility?
11 ¢Id you connidar whether UE's proper dischame of its public 1 A | baliave that i {a In Vatueline'y best
12 dullan, In order to fulli thal publie dubles, that Unlan 12 Inlereat s g parry (0 pul oul Bactual Infermation of they
13 Elecylc might need to Invesi more In intrsstructure going 13 would very quickiy lose res paciabllivy amang snalysty and
W forward? 14 peopls mouM nol rust Valusling. Do i think that Valveline
L] A I farmutated m retumn thal | bellave will 15 naver makes & mislake? No.
18 provids Unton Electric the abllily ta continve Its 1afe and L] Q Would you aigs And Firsl Call 1a be 2
17 adaguaie service. 17 rellable nource?
11 in tarms of spaciioe regardIng wWhalner they 1 [N In the wame contexl, yer. | baliswe 2a an
19 have & have 3 huge increass Ia Infrastruciure npimm-nt.' 10 entarprise IL1e In ey bout Interssl to by & source of
10 | did nol address thele spetifc managemeni acenarioy or 20 solld and ralladle Informetion, and st Dris point | havs
21 gosie going forward. M it reanon I dautl T,
12 a QOkay. So then [take 1t thal there was ho iz [+ And Firal Cail would sfso than te an
33 daiarminsiion made by you whethar thets would be — whather 13 avihorliathe source?
24 Unlon Electric would be investing In Incressed genarallon of 4 A An swthortialiva source. you.
25 Incremasd ransmhalon capoclrr? FL) a 1 helievn In yout tealithony you 380 cHe
s S RSTTL? e R SRR RTES
S
4 A Nothing beyond the sesumptian of & yyual and 1 Braviey & Mysrs' Teuthock Principles of Corporate Financing.
2 normal aad eassonabls level of investmant, 1 Dayou recall har?
3 Q. And could you daflns whal you mean by a nom-ul ] A Principles of Corporsie Financs, yes.
4  of reasonabie level of Invesimem? [} Q Curporsts finance. 1 says fnencing, | must
) A | bellevae ulllides should = well, nof fust ! 5 hove been minled. Sory. [ think we might heve feund
8 balleve. | mean, reguldtion [n general 2esumas thatlils B pamething to carrect in your deposiven, page B, fnc 13, |
T part of the duty of ihe vy 10 make aurs (hatl they T take kinatyou ~
1 maivain their Intrsstnictury, they mathisin thelr gystern 3o . A O, el My bod-boo, a't I'7 Principles
# thal they c3n coRBnue ta provide 3318 and sdequate sarvics. 8 of Carporate Flnancae.
10 Q. And I1 thal reasenabls or narmal amoynl of 14 a And that's & = 1 talre (] INM pou Considered
11 Investrrisn] 3ny perlicular parcaniage of the company’s 11 vt this e, Princlples cl_Cotponh Finance, s
12 current 2sseets? bs there some range that you belleve 1z he 11 auhoriutve for purposes of rale of retura calevlaMav ?
13 normal fange — 13 A, O of many wethooks, yus,
14 A No. 1 Q. And you also use data from Ibhaison &
15 Q « for Investmant? 15 Associrur?
16 And In making your rats of raturn 18 A Ida
17 recommandation, dld you try to coicul3ie whather Dwre would 17 Q. You alsa tonsider [bbalaon 1 be 8 tetlable
12 b increaning demands on Unlon Electric's capacity In the 1 suthority?
10 futurs that would Mguite an Inczesss In investmaent? 1] A Yeu, In INe pema contanl ax Firet Calf and
0 A Nou 20 Vatusline.
P [+ 3 [ yorur v Tmory you use datas from Valusting F4) Q Thet Ibbalson haa I I8 own intsrests 1o pud
21 In your rute al relurn calculations, don' yeu? 22 out accuras informalion?
L 23 A CorreeL 2 A Carract
4 a And W your epinion, Is VelueLine sn “ @, Ars toers any etiver sources that you relled
.13 authorliative wouree of Anapcisi daa? 25 wpon for Ananclal daka for yéur Seetimony n shis £aas?
sereHSSEATED COUBLACTORIERS errSSEAISD SURLATT ORI
‘ 1n)as 1551
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1 A The First Call Informalion wig through 1 »werage, tha madlan, the overall average. Thoss are af

7 QuotsGCom, which 1s thelr parent. iy possible that - 2 Intandsed o Jusi give 2 complets a picture as pouslble of

3 wadi, 112 dafinily that | read Infarmation snd Ioeked at 3 ™e numbers. that 3re calculated.

4 numbers pul out by QuoteCom. 4 Q And the highliow sversga, would that be just

3 [ ra3d Articlen and looked 2L Aumbers from S Jverage Just using the high and the low?

& Yanoa Finsnce, Smart Monay, Stock Seleclor, Just In ganeral ] A Uh-huh, Yeu,

T ap purtof my analysis, | sasrch end read a8 much 7 Qa 80 on page WB ~ 3chadula MBI paga 1, whanws
§ tnformation au | can find on the company withoaut necessanty 5 gelio the botiom lable, which le sveragee and ranges, just

o copying it or printing IL 0N or making notxtions. B a0 junderstand whil rearything rapresenis, the firsi column

10 Q. Fow did you lsarn to perform OCF calcubatlans? 10 of cvorall avernges, thal would be averali Iverage, that
11 Wae thatgametihing that you lssrned za an undergradusts or 11 would be kor ench comparyy, the svarags of 2l 11 numbers, or

12 did you Tearn If whan you wera [n Bualnens school T 11 1 gurse one of tham hed anly 10 rumbera, but sll 19 numbers

13 A Discaunted cash Now phllosophy I & Baskc 1) logethar?

14 taasiof Mnance, Yeu dan‘i gstan MAA in insnce without 14 A Comrecy

13 leaming Lhe appllealion of and Iha meaning of dcountsd 15 Q And then you've gol the lewent for that

18 cath fow, 18 campany, the highesl for (hat company, the highllow averege,

17 Ia (arms of specific application to Misnourd 1Y which (e vasentislly the midpoini between v lowesl 3nvd

11 regulation, | wan Lralned by the shelyst previously smploysd 18 bghwa?

10 by OPC,1 recelved aome iralning by xn oulalde comsulian 1" A e,

20 hirsd by OPC, snd | wan thruet Imo batde writing N Q. And maduan, witich I5 We - if you put them In
21 restimony. 21 a3 row from the [owaa! ta the highest ane pick the ane that

21 Q And who was 1hd previous OPC analysl that was 22 wew imack 10 the middle o7 dinat-wive, (ke 7 you have 41

13 dolng rate of retura thel traimed you? 23 N urould be numbar 8, righi?

24 A Hia name wes John Tuek H A Comrce.

2% Q. John Tuck? 23 Q And the Last column you heve avenigs

ASSOCIATED cOURT REPORTERS SAOCIATED COURT REPORTERS
JEFFER3 D:l.l.:!m.’%?tuﬂﬂlﬂ -ROLLA, JEFFEHSON Cﬂ"l’ A COLUHHIA ROLLA
A"

Y A Correct 1 hisrarical and avategs projected. iy thery Bny Feescn why

2 Q And who's Ihe oulside corgullam? 2 thoss don’t have numbary for the Individual companiss ?

] A, Stavan Mill. b} A Mo, there lka'L i facl —

4 [+ } Hill. And whars does — s he with s 4 o Do you usually put those In?

5 paricylsr Arm? 5 A Well, live svarage hislorical and average

[ A HIN & Azsocines, | belleve, @ prajscted talumni thewmalves sre a relatively recant

7 a Do you recalt which vod you mighl have uawd 7 20diilon Lo my leniimony, wiich ls predstly wivy | sbvicusty

§ Inbuainrss achos! la tearn discounied cash fAow 8 Torgot  pull e sversges ower.

t methodology? L] Now, the oversi company sveragee sl the

" A Part of It wie Principies of Carparate Flnanca 19 bonam of thoss sre scusaie, bul | did nol,

1% by Brealsy & Mywra. 11 obwiowsly remembar o Ankeh Alling out he individual

11 Q. W wy could win g your Schadule MBS, 11 numbars there.

13 paps 1. in your DCF analysls 1o came up with growth 13 0. Ars you biarg of arry other analysis who

14 seUmaten, you une, | Betleva, 11 diferent Aumbers per 14 parform DCF calcutations [n the same manner, that Orey would
13 compary. Is thel— 15 presgnl { by laoking 3l 2 rings #f 10, 11 Si¥ereni NUMbers

11 A You, | think lhat's = yesh_ 11, 14 and give tha low, the high, the highflow ovarags, ol oeters,

17 Q And win thase 11, you tihe the loweri 17 s way you so?

10 Indvidual number and the highett individual number 2nd sn 18 A Specifcaily?

19 avarags numbser for sach company In puteng togathsr tve 1 Q. Yeoi.

20 range? x A Mol that I'm aware of.
n A { parform a variety of sualalcel — [t me n Q. And the und rasull thel you get hers of the
22 batkiup. 72 low pwerage, the avarsga for tha lows and the sverage of the
n | prasant my remults In g variety of weys to 23 highs, would you a2y thai thosa 1n Wemesives Fepradent 3
24 try 0 cover, portay an Sccurald rapresentution of the 24 reasanable ranga for the growth astimates?
25 dats. ) whow the low, | show the Moh, the highAow a5 A Not necesunsily,

sers SREBATED UL AT SUER? serr ARG ATES COURTRET ORTERS
s 755 dumn-nu
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1 Q. And utlng your snatysls as IUs presentsd o0 1 insiance hery, the firyl Hina. i1 your overali average was
2 page 1. how would one delarmine what would be s resscnatle 2 3.8 bul Ihe Mphflow aversge wers 1,28, would 1hat bs the
3 range Tor ssimating fulura growth for DCF putposea? 3 s0ni of thing sal would Jump owt 2l you?
I A Waell, i In « way kind of & relterative 1 A Powntally. It would show me at Be very
5 process of looking atthe dais, lacking at the spscific 3 Imast that thare way # - that the high average groweh rats .
8 numbers. sseing If Biers are any nbarvations; for exampis, € 13 protubiy an ounler, iUs pulling 1he midpoint of the
7 Il Lha aversl! average b signiicenuy lower or higher then T Nghfiow yp. but the overall svarage is remaining low. Sol
8 1he highflow avarage, Il thy madian [y sighMicenty b probably heve a high outiler 3t that polint
8 difterand. » Q. 1y thara ney olhar approach that you would use
10 It'r 2 procass of obuerving wil of the numbary 10 1o delerming whether you had a hgh pulller or a low
11 \hat aro thete, ryIng 10 pee tronds, trying o yee data 11 oulllee?
12 points thel parhags gon'L it with (e oihers and coming o LF a Nol beyand just incking sl Uw data and sweing
11 a conclusion g what mosl accufiiely fepressnts that grovp 13 what, you know, whal — what might Bs 2 numbar that could
14 of rumbers. 14 pownitiaily ba » high outller in one case could be sight tn
15 Qa Diay. And In brying to determine If there are 15 the ballpark In anpthet case.
18 sberrzdons, you sild you look for algnificant difMrences. 1" Q 5o that's something Bul you delerming 3fter
1T How would you defiae » significant diference between the 17 you loak af the dava, and N differa from cane lo Caae. |
18 highNow sverage and ke averap, for Instanca? How lame tt guest la what you're exying?
19 dosy  dierenoe have to be lor It to be significent in h1) W3, O'NEILL: Actually, can you S3i just one
20 your mind? 20 of thase queslions_ pleage?
n A I do not kava precencepdons, Ii b cxse by 21 BY MR, WOLEKI:
22 case, somsimas company by company, 22 Q, Okay, L ¢iffers from cass ko case, then,
23 Q Could |1 be 38 much s, say, 3 50 parcent 21 correct?
24 diffarsnce brtwean (he vo? 1 A The garwral sppvoach would nat ditfer,
2% A Whal are you ssking me concarning the 25 Parhapa upacic — o pacific srass of concems, specific
JEFFERSOR CITY - COLUMALA - ROLLA JEFFERSON Ny ealUB RO
- MBIA - ROL
33‘ Hae-7554 3; 1038-7659
1 84 percan) diffsrenca? 1 arenr w0 look st could ceriainly difer case (0 Case.
2 Q. Well, If you ware o ~ In Urying to pinpoint F] a Now, your dution (o the C Izalon L
3 abeirstions In the analysis or aberrallons In the dola ~ 1 acosiofl wquity range of. | balleve il wan 9.4 WO .03
4 A Yeu. 4 parcenl by thal =
[ 3 Q. = Hhink you'd sald you would compare 5 A 1416 043, correct,
1 various Mingt 4uch ae the highflow average relaikes bo v ] Q And thoss numbaere, %4 and §.03, gre darbved
7 oveesti everaga, | believe wes ona of the thingr you would T enlirely by spplicailon of DCF — of the DCF modsl 1o
1 look far ulgniAcent diffarencas. 8 Amersnapecit Information, comen?
» And [ gueed 13 ~ | know you sald you haw no [ A No. |looked at & group of prexy companies.
10 precancelvad nothon of it, bud 3¢ 3 geharal tule, 1s there a 10 Q But 2id e humber 0.4 parcant came from
11 parceniags differsnca teyond which you can sey cartainly 11 enything 1hat you saw in 8 proxy company or wes if the
12 thatihere looks I'ke thara’s 8 problem, (hera's 2 red fag? 12 resglief performing caleulaioms using Ameren data 7
12 The highflow avarage In 30 percent of the overell average. 13 a | would calsgorias IL of charactarize It a3
14 Semsihing™s wrong hars. WH would ~ whal would Caune L 14 tha resufl of locking st 4l of mry dar,
15 rad Mog o go up? ' 18 Q. Chay. And specifically do yau recell how tee
1" A No, i don't balleve there's 2 specific 18 numbar .4 percent wes derhred?
17 parcantags. 1t lan') uncommon aL ail ko find the sxact = 17 A From page 17 of my lWwstimony, ualng Ameren’s
1B [tian') uncommen at 98 10 Rnd 3 aingle company whh 12 projecisd rateniion growih of 136 parcenl and the
10 growth rates pus sut by difersnt sourcaes that ditfer quie 17 0.91 percent dividend yiek] producas & DCF cou of equity of
20 wbit 0 Q.40 pereant. S0 he 0.40 pe dows pond o
2 No, Uvare sran’t sel rules. W would - ¥ 21 Amaren’s profected relention growth piua Ameran’s
"22 tha numbery are drastically dHferent or sowieihing jumpe aut 12 9.01 parcant dvidend yleld.
23 3 me, lhen | would 00X Into why thit mighi ba e the a Q. Ckay.
24 reanoning far that ks A, T 1pplicabllity or approprizienses of that
b1 a So it the = le3 Junl take DPL, Inc. for 2% nymbar sisolulsly was considersd in confuncton with the
sere SRR AT RS o RESEATR SOLAST SOER
TIm-21-28Q2 13:132 - .
JUN-21°2092 15743 25 535 e "25x -85
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1 dslz of my proxy graup. 1 A, 1 think N would ba nafe Lo nay that at the
2 . Bul thy 8.4 percenl line!f is bayed On Amaren 2 lime and implamaen betion of that order, that i woyld
3 dasta? 3 cartalnly change.
i 4 A Yem, 4 Q And yoy Umow what FERC Order 2000 s, | take
\""ﬂ § Q. And the sama thing le rus for e s
8 933 parcent, 1he uppar sad of your recommendelion? 1 A 13m nol aware of FERC Order 2000 Dy nams.
H A, 783 parcant is the combination of Aineren's 7 Q Are you wwore that FERC issued an orderin
1 maximum dividend yleld and maximum projected growth rate, 1 Dacumber of '00 thal further aisborated an the opes acCess
8 agaln considared (n conjunction with tha reslls and vrluse 1 requiremenits of ransrvissien sysiema?
1] thai 1 got wilh the praxy group. | A Thalla a perfact example of Lha type of plece
1" Q Nevwt, aaHier | thinX You mentioned thal the 11 of infoimation that could hava been paseed on 1o ma by an
12 DCF mods a, Ut paraphrns what you seid, hat twas 30 11 sbcrmey, covld havs besn pasasd an 1o ms by an sconomist,
13 Basie o finance theory that you can'l gradutls businses 13 could have been pasasd sround a9 part of office procedura
14 schoot without heving baen trughi it Could you — 14 1 can™ tall you speciosiry et 1 raxd Lhal ordel ar
15 A Old you wey Lhat you cant graduate bysinest 13 specifically what il says.
18 schoal without having been taught k7 " Q. Bul cenainly the changeg in the apsn acceas
17 a DCF, yoa. 17 rules rsgarding ansminsion have changed the wyy that the
w A tcan't -l can say that 10 Industry operatas relathre 10 tha pre-FERC Order 888 dayw,
1m0 a That's what ! houghl you said eitiler, 18 coreet?
20 A ) 1didn't graduote from buviness achool without 0 M8, ONEILL: Tm gsing 5 object ® that
21 baing tught L 1% because 1 calle far 2 conclyaien, but you can Bnewer i If
2 Q. Qlsy. Wall, could you axpisin in your owm n you know.
23 words whet1he DCF medat b supposed o be caloulning 7 n THE WITNESS: My snswer would be ua
24 ~ The OCF model la supposed 10 be calcuiating 1 sssumpion. Cavld you repeal the quasstion?
26 Inveslors’ sppeciations on cost of pquity capial. 25 THE REPORTER: ~Cueslion: 8Buicscainly tha
sere SRIQEATER COURLEEP ORTERS e S ST RO
88319987534 it
s
1 Q Sa e thelr expeciations for the Fulure? 1 changes In e open scrae s rules regarding rinsmiselon have
H A Corract. 2 changed Lhe way that 0w Industry oparsies relalive to the
3 a | gusss, and thal's why If's glscounied csh 31 preFERC Order 31 days, comreci?™
a4 fow, because whit you = bacsuss you're discounting e . THE WITNESS: | wauld think that verloua
3 fows of cash 1o the present? 5 differing companies would have, yes, dfeting ehangen or
] A Cartecr. § imprces dure Lo thet. | couldn't spsak specifically aboul
7 a. So the OCF model s ssserdplly s 7 spacific changes © a specific company,
8 torward-lseking modsi?  BY MR. WOLSW:
[ A Yax. ] a How about 10 the slecwic ullity Indusiry
10 a Ang thar's why ICs approprinia for yss Lo 10 ouseyll, has the open stase requirevnants ranemisefon
11 datermine & rake of retucn Ihaf's going farward (a0 Lhe 11 changod the shaps of the Industey?
12 future, fguane? 12 M3 O'NELL; Again, 'm going to object to
] A Yea_ If propery appiled. 13 that. | Ivink that calls for a legel conclusion and a
it Q. NoW, In your work, 1rs you famillar with the id conclusion outalda the drea which he's providing etimony
15 genarsl sconomic condidons of the slectsic industry? 14 {n ibix canw, But O he wantks = but [ he has pn snawar,
1" A Yos. Lmeen, €9 an prsa that i iry bo keep 16 I'm not going w direct Kim Aot W sorear,
17 up om, Wa B3 80 ofice Iry 1o keep up with sach other, 17 THE WITNESS: | belleve cartainly that changes
14 pasaing 3ruchs around. 11’3 sn sret Untif | havs 18 In the way things 4re dore fike tht would camisinty havs
1b questions ) may 1alk o »n anomey or Wik 10 o of our 18 potental Impact &n the Indusiry.
20 sconomisty, S0 yms. 16 aY MR WOLSKI:
11 [+ And you know what FERC Order 800 87 n a I3 W yaur epinion thal the cpen access
n A Yos. 22 changes have had an imparl on scanomic conditons ~
"<...- 7 [ And FERC Opder 888 had a pretly largs Impacl n WS, ONEILL: Swms objecton.
24 on scencmic comdiitenn ol U slecire Industry, wouldnt 4 MR. WOLSK): - of Bve aleciric ulllly
15 you cay? 25 industry?
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1 MS. O'NEILL: Same ebjection. I'm not going 1 Q You mantioned that scenamlie conditans an you
2 1o - you can apswar [ you want, [f you know. 1 used the lerm on page & of your Wstimony was hidy broad
3 THE WITRESS: I'm unsure of what you — what 3 In fis masning. 1 ihink you mentlonsd business cycle,
4 areyou irying 1o ancompase by wging the term sconomic 4 Dusinssa Cycle la one sapect of thaL
\:"'- 8 oandilons? § Wauld whethwt or not the countrys In &
& DY MR. WOLSK): 8 recannlon or nof be one of thasw facton 7
7 Q Wall, tet m# turn 1o vamathing in yaur T A What's relevant sre the changss. | don’l know
§ issiimory. Page B, the botcom (Ine, ibe sanience that B U3 N mattars nrcsasarily ¥ tha compiny’s In » recesuion
¥ hagina an the laal line of page § 3nd carrlon over (o the 9 oraboom If there ars no chkanges. W the curment = H the
10 naxt page, Historical prewth rates can provide sn Indicalion 10 curreni conditons going foreand next Yeis 309 going 1o be
11 of haw tha company hss dans In the past, buuhcy_ (1) 11 exaclly the way thay ware sl year snd twe yaar bafore,
12 relevant 1o 2 forwarg-{ooking coal of Capital analysis only 42 then ihat could be more importast than = Jet me back yp.
13 © the exlent thal Tuture sconomio candioer »Aif mimic 13 1f we're poing from recenslion In Uve pasy
14 Ristorical condHlons. 14 racewnion In the fulure yersus Besiv change, that would have
19 30 | guess whal Pm sching Is, you use the 15 diffgrent ramificatons, 1 wont « | ean't sny thal Jusk
1Y phrane “tuture sconomic condhions™ In your lestimony. What 19 becyuse you labe! L2 recetpion (hats necossarily 2 bad
17 do you take thal o mean? 17 thing. !f wa've baenin » rocesdion for bwo yetrs and we'rs
1 N3S. O'NEILL: ) don't abjecim thal qusetian. 18 Iooking two years Inlp the fulure, sconomic canditions have
10 | ohjsct to the ather ane. £9 nol netassarlly thanged.
0 THE WITNESS: In thatreferenca, i could 2a a. Do you know if we - If this coumlry bag baan
21 wncompesy evoryhlag from the buxiness cycie o Inlerest 21 [n 1 recession racanty?
22 rales, general sconomic nullook. [f you have five years of n A Depends on which arocte you'd like mae ta
22 nietory thal the couniry w33 In a major recession snd now 23 read. Thers are anslysis, sconomic snahysty, sconomints,
24 we're i the bepinning af & boom, you would cariainly heve 24 financiel snslyats who hive s Dl they 40 indeed bellevs
25 to quention how appliceble the dais fs. Bo aconomic 25 wa're In 2 eeanslon kor 3 couple of queriars. Other
JEFFERSON C1TY - COLUMBIA - ROLLA Jm“nigﬁe.’r'%" EOIOLATROCR
JpreiseTss 7331
LY
1 conditions on page ¥, line 2, 1o u raletively braad igrm, 1 articies | heve read have stated Bhat It didn's = i N waa
1 BY MR.WOLSKE T 2 recunnlon. I1way corminly » sol recension.
2 o And would hat sncompess Bngs such as 3 | inowe thalwe sxperianced gome recassionary
4 changes in the cpan access tules for ransmhislon in an 4 tandencies. What the sctval outcoma or the efficia) word, |
§ Indusiry? 5 would = v answas would depend on the fatsst sourcs thatl
s A Yag, | would Daliwve yo. 8 read,
7 a S tha) sconemic conditions a3 ussd on paps @ ? <& And would the sxietencs of & pertod of Unve In
& of your testimony covld be differenl aker 3 changa in the B which Iha econemy waa Ia & recassion [n b range of deta
9 rulss concarning access o trans miselon tines of elecirlc 8 [hat you're amalyzing for rate of returs heve any partioutar
13 uflities relalive 30 Ve previous (ms pariod? 10 wignaificance W your mind?
3] A, If the Mnd of chenge you're wking about 1 A Y& ™ extant (A3t 3ny economic condiilon
12 would Impact the podential axpenaes of the company, Impsact 11 would have animpact on cost of capital, parcetved risidnesy
13 polaniisl revenuas, kmpaact polantial risk or competisien, 13 1n the murkel, other potts of Mmarsl-dased factary, sconomic
14 depanding on whethar they do Impaci 3nd 1o wWhal sxenl, 14 Faciors —~ tepest the quéstion.
15 than. yew, iLwould sifect the condiiions facad by tre 111 Q. lgurss l can iy o rephrase It | gueas,
18 compasy. 10 wauld the presence of & period of Uiy in wivieh Uvere had
A7 Q, And d0 you happen to know whai ths Impact hay 17 Seen » recevelon In the ranpe of dai thal you're loaking s!
13 bawn of the apen sccase ranamission rules for sisciric 18 cause pny particule cancerny thout your uss of the dats, |
19 ity panten tha yov | 4 3t in dolng your rale of 18 guens s whm I'my —
20 raturn analysla? F o) A 1 don't know ¥ | would vea “partcular
FI| A. | woyld not Anempt s characierles specific 1 concerns.” hwoukd cartainly be something 19 Lake into
22 diffsrances, no. | have kept uvp o and reed Changes in lha 22 sccounL
Wi {21 [nduslry 26 a whois. Seme of the kinds of changes you're n a It W something you would ased la mats sny
24 wliking ahout | would pul In sa scanomic sanss; In other 24 sdjusiments for?
26 wards, an sconomisL 25 A 1 ihtak INat would = hat would depend on 3
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¢ cass-bycaee baste. 1 dbtritulion and electre opesretions and you were brying 1o
2 Q. Now, In your view, In the sconamy Improving 2 lnalats in yout role we 8 rate of rsturn anslysl the cost of
3 now golng ferward? 3 equity for each parton of the buainsas for any paricular
\q.,ﬁ . MS. O'NEILL: Ars you 23king for hia apinian 4 compary, would the gax distributian slds of B business
& an afinanctal analysl In this case? Ars you asking for ks 5 have 3 lower cosl of equily?
4 personal apinton? L} A { wouldnt prejudigs whather i had 3 lowsr or
7 MR, WOLSK): Well - T higher coat | would parform an analyshs, salectan
. THE WITNESSE: I'm nol purs. & mpproprists group of proxy companies and sse what the daly
9 BY VR WOLSKL 3 showed mw,
10 Q. rll get hio persanal opinian when wa're ot e a 30 i¢'s possinde tnal o gy disribuon
11 tha record. Your opinion aa o whal fulufs economic 11 business hat's part of thhe compsny could have higher riaks
12 condiione are, since It delsmtines whethar of fol 12 or lowesr riaken than the reat of the company and Il would
13 Informalon (4 relevant thal you'ra uaing, sccording to the 13 really depend on the company?
44 LaEmony. " A You. 1 think i would depend on lhe company.
15 A 101 had 10 suy onu way or the olhes, T 1 had 13 Q. Now, ona of the companles that's tn yeur
14 to choase black o whits right now, i'd say yes, the sconomy 10 sample LAM you salscied wan DPL, tac.?
17 susms 19 be Improving. i A Cormnet,
1] Q. And Is thal Lakan lnko cone ideration 1n the " [+ § Now., 1re you ewary that OPL spyn off ) gas
19 analysie 1h3t you éld and your rats of retrn 19 diviribution businesg In 20007
20 recommendalion? 0 [ 8 | would have been xwerg of thal st some point
21 A, I's taken Into conmidataton In Uve vense 1 | probably couldn'y have loid you that sifing hare withewl
212 thal il expectations of the econamy by (he masked #rs going 22 you belling me firel
13 1o be reflectnd In sioch prices, IMy'ro going to be 2] Q. Okny. Jusl irying Lo be heiptul.
24 refecied In poiential future InteresyLrates, 24 00 yois have 3 copy of your dala request
F1] a Havs you done rate of relurm analyals for any 25 responus by any chance In his caew?
ere SRS SR AR seerRBSQ5ATD SOURT REPORIER?
HEHIS-T551 ] Jm)ua-rm
\..('
1 induntripy olher than the slschic y iy industry? 1 IR My dais coquax! tanponsa?
2 A I do noi beflave | heve done thal »e part ol 2 a Yesh. Thera was dals requesle submiied ko
3 Alsd walimony. 3 QPC i )
4 WA, O'NEILL: I | can clarify, did you sy 4 A No, { 'de net have cophes of thal
5 uliity Induatry of slectric utilites Induelry? 5 Q. Chay. Wett, thip Is § — vy containg 2
[ ] MR. WOLSKI: Electirie” 4 humber of deta raqueat retponyes which | puess wa can mark
? BY MR, WOLSX:; T e 38 an exhibit
. a Wall, ket ma a8k, In your work an & rats of ] MR. WILLIAMS: Would you mind s Rve-or
B ralura aralysk, do you have some krowlsdge of the coat of »  fen-minine bresk?
11 wquity for gas distribulion businesses? 10 MRL WOLSKJ: Surs.
1" A I do. 11 {A BREAX WAS TAKEN.]
12 Q Okay. Andhave you svaer parformed rale of 12 (SURDETTE EXMIBIT NG. 1 WAL MARKED FOR
11 reumm caicalations For a gas diavibullen campany? 13 IDENTIFICATION BY YHE REPORTER,)
14 A 1 have. 14 BY MR WOLEK):
15 Q. And coutd yoU say &3 3 genersl matier whether 15 Q Befors wy broks, | guess, | wanted 1o drew
18 gas dislribulion buainetses havs 2 lowar cost of 4quity than 18 your uttentian o thiy, which wa've maersed 2 Exhibit 1 for
1T elecirle ulliifies? 17 thle dapesiyon, which It — which | haps will you racognize
" A lcant 1 ans oy of resp 1 dols regy that you had
1] a So that In your opinion there la RO — thevn's 19 sibmivwd (o un.
20 not necsssarlly 3 diNerencs in percalved teks betwasn 20 A You.
71 Invesunent 0 2 gas diatibution company end Investmentn il a Dows that look Familar? Now, I you could
" 22 an weciric utliny? 21 Wi w Page —in e first poriion of this you've potsame
h,.v F3] A Iwouk not make 3 judgmanion a ganeral 23 Valudline shewin?
4 relattonphip, PO 24 A Uh-huh.
s = W3 parteular company had bots gas 26 a And ture 10 thae ore on DPL. yow cauld
JCFFERSON T CoLUMaA - ROCLA serrER3og. MBI ~ROLLR
00)834-T5501
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1 A Olay. 1 caphal that had been eaniributed over Ema of would it ba
2 MS. O'NEILL: Bofore wa getuny fyrthar, | 2 the acuasl veluztion of the sluft thal the Company cwns?
3 think Mark had & correction 10 some prior teslimaony (hal ke 3 A My inlilal reaction Yo Ut by bok valys, bat
L’, 4 wented to 8 you know sbout. 4 1knaw that ol wiates do not necsnmarily In lerme —
[ 1 THE WITNESS: [ )ual reatlznd, you had asked § depanding sn the anseis, ) bailevs that there would be
& e aboullocalion i vartous perta of Lhe couniry of 8 opporiunity U1l sceme of thrase assets could by of markel
7 comparabls campanies, snd } made 8 mantion of one thal wie T value. Primarly fof regulsted peests | wauid bellave thal
1 based s Wisconsin. | wes confusing my cases. Thalwaz a B thal's 3\ book valus, depending on the siate,
& praxy company of a cass that | Jusl filed Jodwy that wey L Q. Se me you undervund It, this DPL, Inc.
10 unreisted b Amaren, 30 that referenca wap Insccurate. 10 sheet. for Inslance. the baok valus per shars masns the
11 BY MA. WOLSKI: 11 vilue of Lo aseets of the company, which mey or may rel be
12 a So then thers wars Ao companise in lha same 12 morkel value, divided by the Aumbar of shares?
13 genera! pant of tha couniry? 13 A Correcl Sea drop In bock valus 3uch Al yeu
14 A 1'd Nawe B Look I 2in 10 Bnrwer that, | Just 14 talk sboul 14 1099 to 2004, if they sald asvets snd did not
4% know (he ane that | thtew out thare wean't corrpct Waell, 14 raduce the humbar of sharen ovistanding, then book valua
18 DPL It In Ohlo, Thaty cerlainly midwest 18 \-m‘;lacmp.
2 Q, Chay. Spedhing of OPL, we're 100king 3t the 1T Q. Okay. Now, and thix drop In Dook value ia
19 ValusLins shesl for tharm = 18 eysentlally an accounting, matwr, Aght? | mean, the
19 A, Yat. 19 company presumably got Re money's warth for whatever I
EL) Q. = that you had submhted. [ gusss 3boul 20 mold off 3o Ural tha same amount of vaiue wauld allll be
1% hulfway down the pags there's Lhe kong rectangular block 21 connpctad with e Company?
22 ihat sgys business and has a descriplon of It ] A Oh,{ cant address haL | mean, that would
23 A Yus. 23 be within management, howsver thay put the deal kogether. |
24 Q. A the second column 3t hie lop W siys, 4 maan, you cant azssumy that meary a3le the company makes ks
2% Soid gas dltribution business Oclober 2000, 28 I the best nerssis of Bve company. You'd like 1o think
e RISTATER COURLEE AR AR SR
‘lnmu-mu 7931
R
. A Yus. ) 4 that INat Is true, bul | can't addrees whalher thel [s vue,
4 @ We weors alhing about thal bafore the braak. 2 Q. Newr, would It ba wus thiat ve future
3 Mow, | wondersd If you eauld look on Ikts shast 3t the book 3 condions, Niture sconemie conditions for the company DPL,
4 valys per anara ling for the company. 4 ne. after they've spun off tha gas éltule operalons
[ A Okay. §  wouldn'y mimic thelr hintovieal condiions when they had gas
[} 0. Andé In 1980 [t wae 9207 4 dinirlintion opuratians?
7 A, Yes. T A The large = thu [arge canter block that you
[] Q. And then It prummets In the year 2000 1o 8. M7 ¥ had referenced beferq lebaled businsse, U firnl « the
L} A Yeu. 8 fArstcolumn therw, sacond line, suys that slectrichty
10 Q Now, cowid that be explained by the ss.ing of 10 conadiviss T8 parceni of reventss In 2000 and malurs! gus
11 the gas diskribution business In 2000, do you know? 41 wae 18 percent
12 A, 1 don’t ¥now. 12 Sa tha spinal of the naiura! g3s section
11 0. I£ It 3 poueibllity thsl the g.u disribullen 13 would Impec) th company only o the sxlam that they samed
14 husiness ralq could affact the ook value per shara? 14 esralngs kom that sred. Obviolnly If you're pushing
15 A Ye3, 13 80 pareant of your saraings from segulstedt slecyielly,
is Q. Okzy. Miyhe Il 2ctualfy would ba sppropriate, 185 (hals going 1o ba the primery Briver.
17 could you saplain In your own werds or the worda of 2 17 Q. But 2 reduction of 19 parcent of your business
19 taxlbook thal you happen lo remamber what bock walus per 13 or 3 ehxnge In 18 percent of the composiion of your
19 share masmy? 19 businesy, wauld thar he § aignifcant changs n your mind?
20 A Boak valog per share | the nel worh of the 20 A Hwould be 5 change. | wouldn'y vse
21 company, which is the ussais minue e llabiliies divided 21 signifzant or some cihet modiBer untl Fva done &
22 by the common sharad oubatsnding. 2] spetific snalysis.
| 23 a AN herwe are thy 335013 MORaUred, do yaur know? 23 Q. Okay. ¥ we tould look »1 Schedule MB-J 1
24 A According ta GAAP. 24 your wakmony, pags 4 of mul schedule.
23 Q. And would that b st ths valur of the s A Dlwy.
ere RASGATED COUTLBEPONIERS s SHEEATED COURLEE Ry S
asllll -7851 )a.u
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1 Q. Now, look af ths upper table on the lefy the £ A CoMact
2 hjstorical prowth/campound growih Wble you hyve for OPL. 1 Q. And you schualty usa that negative numbar fn
N A Yei. 3 your range of dats on MB-3, Scheduto MB-J page 1, don't you?
. a Ang e righthend cofump of that parden of 4 That gsts plugged In?
A S the page 13 the book value per s hard column? 5 A (s InCludwed 45 ona of the 11 for DPL, of
s A Yel, 1 however mary OPL hae.
T [+ And you hiva the lumbers down there golng from T Q S0 then thel{ would Rgure In on the = I'm
B 1895 throuph 2001, and we 468 that, oy wa noted In the b gorry. Il let you get \o thy page firsl.
% Veiueling report, In 1900 the boak valus per share wis 020, 9 Ghkay. Ba on Scheduls MB-3 page 1, the
18 then [t dropped to 8.30 In 2000 and Iz 8.94 lor 20017 10 nagatte 0,00 Rgures tn on the average of iows, for
11 A Correct. 11 Instance, en the botam Lable of Lhe averages and ranges
12 Q. And | ballave you ieautad thel ft's passibls 12 hecsusse thals the tow for DPLYT
13 thal the baok valus par shars could heve dropped because of 13 A Yea,
14 the sale of the gas distribuilon busingss, which wry " a And also would Agure In 10 the highflow
13 18 percan of the company, cotrect? 15 wveraga for OPL?
18 A Yoo | belleve = | mean, any sale ol 3ysots " " Yos
1T could potentlaily afact boak valye of pinck. 1w Q. And 3lgo would figurs Inlo the overall avarage
18 Q. Now._ I pou inoX 3t the compaund grawth rates i1 for DPL?
19 thal you've calcuinied en this mbis undernemih the 1% A Yoo
20 niawrical dals, the next table down, 6 Q. And | gpess woyld alzg (hen Agure In La i
3 A Yy, 3 avwragew of each of those columine inciyding DPL 3nd the
22 a. That third cotumn tor book valus per share, 22 other companles, comrsck, In that [T's one of he lowy ~
21 the 1994 through 2000 campound growth rea th negallve 2,58 13 A Yau.
24 percent becauss of ihs — 1 gurss Sxactly bacausa of the M Q. = figura In, ol coters?
15 drop from ‘99 \o 2000, right? The reaken IU's nagalve It 25 Now, doos || seem 8 all 0dd 10 you thal boak
sern SRR AT ST UL sessEREBATER SRR UERS
’LI“HS&TS'.H ssuums.mm
[
1 batsuse bers was » big drop In book value per share from 1 vaus per share grosAh expectas growth would be negatue?
299 w0 20007 2 ls that consletent with what the DCF modset s based upon?
. A Wall, v reasan 1Ca nagatlve ls bacause 3 A Which ques lipn do You wanl ms o soraer?
& ouerall It drapa from 1084 10 2000 from 7,31 down to 6,80, 4 a Is having negative growth n bouk value per
5 |1 wouldn't have mafered whather the §.20 wis Inare or ol 3 share, having & negative number as your setimats for Fulure
[ Q. Bul the 8.30 that [t dropped down 1o wid iowdl 8 »nd 3unlalned growih conslalent with Uvs premises of the DCF
7 than sny nUMbet over the previous fve yesn, correct? T methed?
] A Carrect L] A It your anatysls ahewsd Wiat you henestty
'Y a And then fas tha 1847 lo 2001 compound growd ®  believwd thal the campany wat going to nepalively grow going
10 roles, agein naw you've pushed fermsrd ona yesr o 2001, and 18 ferward, then You could Inser! or conalder negallva prowth
14 that alzs s Pagative 1.7 porcent, agsin becaves U book 1 in the DCF.
12 vajum per share In the most recand year in tha averige Is 12 Q. I8 11 your view that thars 2re public
13 much Lower than whiat It had boen In the Brst Rve, correci? 13 uliitties In Vile country thal investars sxpact Negative
14 That s why Ii's negative? 14 growth going forward from?
15 A Wall, Il's Dacause [i's kower than i wad in 15 A Thl wowwl dupand on the certain ~ he
19 97, 18 spacifics of the company. If the company Ls In a peeiion
17 Q. And once agaln, both of heso low numbwr book 17 of being forced, lel's Bay, to liquldate 1saete bor some
1 valus per share cOuld be bacause of the sale of this gas 18 reasen and thal wan going 1o ba coming again tn the future,
18 dlevibudon, correct? 19 in 3 couple more years thay wate geing L heve lo divesi
20 A Potentially, yise. 0 themsslves or thie, that or e othar thing, then certalnly
M Q And the = Wt Qoing [0 &3y The bonom lias, 31 an Invesior myy sxpect that company to hiave negative book .
. 22 bl 7' sehiaily the middie iine of Ib page, The migdie Ta value por share growth,
,Qn-‘ 23 e calcutiton you then Get lor the sverhga compaund 11 Q But in the DCF model, lsn’t the growth facror
24 growih for boak value per shett is aciutily than negative, 4 suppoved to ba 5 suamload grosak facior? | belleve you
25 negatve 0.08 percent? 25 swmtwd In your tssimony that susigleed growth Is the
SEFFERSON ST - COLUMBIA - ROLLL JEFFERSOAL ENTY - COLUMBIA ~ROTLA
L8)B3I8-T551 Jlu)nnsn
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1 madsure. 1 your sampia la FistEnergy, | belleve; )a thal carvect?
2 A That's correct. The 0.0 that 1 caleulated way 2 A Tou.
3 one measure of 11 Lhat ) can loak 3t 1o Ses what hae 1 Q. And FiretEna gy bs the resufl of 2 marge?
k._; _ 4 happansd with the company. You Lhan kool al thal number and 4 betwewn Centerlor snd Ohlo Edlson in 1087, ten’ t?
§ declde, do Fihink thal Dve reasen thal numbar axists, that 5 A 1 bitlieve that's = yes, | would have tead
8 thel reason il exists going forward, of s L reecn 1 et
7 that negatlve bodk velue ~ thal book vaius per ahare ls 2 17 Q Noww, 5 rnevger of bt campanies will have »
1 nagative number ks Lhat = dost the reason for thel ro 8§ major effecl on meTsures lika dividends per share, woyldat
2 longas exlat? e W
10 qa Would the fact tha{ 3 growth numbar far DCF IRl A Usually, yes.
11 for the DCF medal's puf posel was negaviye b an Indication Ta o Racause e bws compsnise mighl havs diferen]
12 1o you that If's some yort of sudiler (hal shelldn’) be 12 payoul raies and you've gol La ratieanlize Um when the twa
13 included In the snslyale? 13 marge ogether, carrect?
" A At tha Intilal potnt of karming 11 differenl 14 A Paotervtially, yes.
55 growth rates of varlous types Lo lesk a1, no, | don't think i k] Q Now, the Valusling sheel for FirmlEnergy that
18 Iv's appropriste 2§ Ihat point 1 throw out ¥ negative ;] 16 you hava tharw In Bxhibi 1, In Lhe first columa on the felt
17 growth rate becauae | think IF3 lagidmats $o conslder. 17 thare's the block of lexl that says, FirsiEnsrgy wos Jermed
8 Wha haa this company dona? Why does Lhis growih rats ‘ 13 through (he aMiladon of Ohlo Edison and Centerior Energy.
10 exhed? It is negative. i ha factually negative. 19 Do you gee thal passsge?
30 Tharefors, U loch ol It 3nd see what | think of tat 20 A Ase you In the midde bloak undef businees or
21 MHow, whathar thal negative growth rate shauld l 21 the =
22 b x huge part of youl Ninel sustainabie growth 2 a T'en woery, The left-hend calumn, the ArY
13 recommendaton ar whether N Is somothing insignifcant o 23 biock 31 the top thal's got lext.
14 Ignore depands on the company. 24 A Oh. | seu. Under FirstEnergy wan formad.
5 a Under the D= or using the DCF mode, la i 28 Okay.
ASSOCIATED COURT REPORTE ASSOCIATED COURT REPORTERS
JEFF N CTTY « COLUMEIA - ROL JEFFERIOM CITY - COLUMBIA - ROLLA,
6 BERJ0IE-T 551 dlllil)l—?ﬁﬂ
R
1 apprapriats io connlder tht 4 eampany woldd have negatdve 1 a The leat waimence of this black seys, quots,
1 growih, negathve sugtained geowth going larwerd? 1a thay "| 2 Caua priar ko 150N refisct Onla Edlsan on b stand-slons
3 consislent with the DCF modelr 3 basls and are nol comparsble with FirmiEnergy dalp.
[ ] A Technically, the DCF assumey conslant growth 4 A | son that
& polnp farwyrd of sxmings per shars, alvidends par share and L Q. Now, what do the wordys “not compsrabie™ msan
& bovk velus. | have never resched 1 conclunlon with » ¢ In INE conteul?
T company whers my Anaf sustsinable growth reie 7 A {1 maans Bral you would have 10 taka Inlo
5 e sndulion of the number that | balieve s sppropriale 5 conmidecation the changss and that you would nol necessarlly
0 s negative. I've never potian o the paint whets tha 8 be sbls 1o maks ena-d0-One coHmplribone.
10 pumbar | wanl 1o plig into the DCF |6 3 negate numbsr. L [+ % 60 sasantially tae daie priof la 1608 was for
1 That's complelely diffarent From tw 11 5 difgrent company. It was For Ohla Edisan, not the Ohle
17 cormiderauon of negative numbery In forming your 12 Ediaon merged CenWsior company that becams FirstEmrgy?
13 suatipably growth rete miplu oryout - In forming b 1n A Correct, which Is snactly the aams paragraph
14 puplainabis growth srabe you're going 10 pulln the DCF. So 14 ap sulety on Ameren’s Yalustine shest and exacy sxlsts for
15 |don't wes hoss gu e sama. 15 Amaren o well,
1" [+ N Bul In forming your suslalnable grewin rats 1] Q, Okay, We might ook 3 thal. Your
17 Wyl yeu'rs caleulsting, ln It rationel 15 Includs Asgative 17 Sehaduls MB3, page 6
12 grawih? Would Inveslon sapect nagative growtn? b1 B A Yeos,
1" A Cartainty Investors could srpect negatve 1 Q For FiratEasrgy you happen 1o Usg dels Dt
20 growih If that's whece Lhey balteve the campiny 1s hasded. 20 goew back before 1084, DA you makes any correction lo add
21 There's  big differsnce balween an investor chooaing to 21 In the Centarior Sata t0 the data from Uhis chen?
22 Invesl in u ¢10CK thal they think is going 1o have negative 2 A 1didnot Whare | waould ke Inlo
k—.— 23 growth varsua the Anancisl numbars for that compeny showing 23 constderghon changes yuth 88 thal would be in my
24 nagaitvw growth, 24 dalerminatian of & fnel sustainabla growth rate. If I've
2 Q. Okay. Aiolher mmpany that yau've Included in 15 gol himerical Information that |s questionabls a¢ I I'm
u\m COURT nepomr_ns A8 AYED counf uEPoﬁYE 9
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1 not aure of the vaildity of the spplilcabliiry, Tan L would 1 poing 1o becoms FlrLEnergy, but in terma of belng actuslly
2 tend to focus on projecisd gromth rates Father than 2 FirsiEnsrgy Company dhvidends, hielorical dividend growid,
3 Nstorical. 3 m.Hiznot
4 Q. 1 notce here Bve hivlorieal growth rate of 4 Q Okay. What ls the suriainable growah 1ats
h'” 5 dividends paf shars, smack dab in the middio of your page 5. £ hal ysu calculate bassd 00 the FirstEnargy Corp figures for
8 for Valusline — from Ihe ValuaLine Labls le regstve & FiniCasrgy Corp? -
T 2.6 percent? 7 A | did not fornulate apecific suniainably
2 A Yoo 8 growih rates per company. [t was dons ms § provy grevp,
» [+ } Now, doss that —Ln the comtext of the DCF [] [+ S0 you couldn campare any of the membete of
18 model, does » nefative 1.5 percant grireth rate in dividends 10 tha proxy group on an Indlvidual basls 0 Ameran In regards
11 per shoro make asnse? 17 10 Yhe susteinable growth rele?
12 A In wrms of making senav, | belleve Investory 12 A Did you sk It | covidny?
13 wauld ook 3t Lhe achusl data thel axfuis, H the company ) a I you had.
14 .showy 3 record of no of negative dividend growth, | belleve 1" A 1 & not.
13 that they would look gt thalend conelder It 11 Q. You did nal. Qksy, And weuld il have been
18 Whasther they would thea decide thet thosa t4 possible for you lo calcuiate {he sumbers thal appear on the
17 numbers weuld Niting'y ba siyck Inko e DCF ta detsrmine a 17 FiretEnergy Wbt In Scheduls MB-3 by Including the
19 coslof coplial, ) wouldn — | wouldn't venture a gusse. 14 Cenisrlor dala for pra-1008, #dding that In, since Ohlo
10 Again, | have never begn in the pasition of en 18 Edlaon ls oniy ans portion of Firs\Energy?
20 ulimpte dividend yield. I | was anslyzing 3 Compeny and 20 A | ballevs that's prabably thaoretcally
2t carne up with 3 negaiive dividend ylsid, | weuld moat Ukaly 20 possibls i you hadl rood Into accaunt the exchangs ritios
22 resort o 3n sven hagvisr rallance on comparsbles. 12 and difterent Ihings ke that [ cetsinly wouldny sil
23 Q Now, If bacayss of 3 merger the dividend 23 hare and say that it wou!d necessarily be sn essy venturs,
24 payout rala changed, thet would have & — eould have 2 1arge 34 bul | batleve you could prebebly de i,
25 effact en dividend per 2hare growm, wouldn't H? 6 Q Bul not having dons I, thal means that ta
ASIQCIATED COURT REPORTERS ASSOCIATED COURT REPORTERS
JEFFE N CITY - C NBIA - AOLLA JEFFERSON CITY . COLUMAIA - ROLLA
'rn)unss SR 34-T551
.
1 A. ltcould. Dividend por 3hsre growah rate, | 1 only Sam that you have for FirelEnergy Corpotation Is the
1 mean, dividends can chanps decause of managemen) deciaion ax 1 data bedinning in VM98, corracy?
3 much au 3 marger. I utility menagement decided that they 3 A in lerves of N.uarichl. andg then | = my
4 noeded mate lnumnl)y n-um-d Funds and O™ wiy io get 4 projecied dats bor FimWEneray s, of courss, for
3 that ks o slash dhvidends, Imnbn urn-uid uprl-ﬂm 3 FisiEnergy,
§  negilive growih in the dividends, .} Q. Another company thal's In your sample is
T Q. Now, Ihe Valual Ine Msiorical growih numbers T Gouihern Company, and ) take Rt thal you're swsrs tat in
3 wa're sooking at hers for FirstEnergy Corp, your Iegend & Seplember 2000 Javthern Compeny begen 1o apin off Ra powser
8 undemesth L eays, Averags of Bve 3ng Wwnyenr ¥ bath &re 0 marketing and bading subsiflary, Mirant?
10 avalisble, Do you Know If Biat was an average of five and 10 A Again, [t would ba 2 plece of Information thsl
14 lan? 11 lwoykd heve resd 3l soms point. | probably aould nol have
12 A The dividends parshgre? 11 pamed (hat tompany I yeu.
13 a You. AL ] Q. Okay. Wa can lura to the Boulhern Company
14 A e ten yuar only because thets was nol o 14 Vailustine vheet ia your dala raquasl responss. | belleve
15 Aumber ~ thars was nola rumbaer poatad far the pagt fAive 16 you hwve already?
18 years. 19 A Yos.
17 a 80 thal this Wn-yest number goes back and 17 Q. Okay. Ard again, In 0wl — I'm noA sure.
18 Inciudes the dividends par share of Ohie Edison au diztinct 18 Dows this bloci hava 2 nams, the upper lef column hlack of
1 from FirstEnergy Carp, correct? 18 Ll balow the Imdiutional Saclulons? | there any -
b ] A Thatalngls Aumbaer does, yay. . 0 [ S Notthat | have wrel sBen
F1] a 3a this numbar reelly doesn’t represent any n Q- Chey. Bacauss K would make things saxlerir
. 22 dividands par shars historical grewth figure for the campany 22 ndid. Oksy. Wel call it Josy. In Wil block B
4] 23 FirsiEnargy Corp? 23 baging, Iv Seplember 2000 Southern conducted an initial
2. A Only to B snieit that B eould be 3 nuarhor 24 public aMering In fta p'obal Independert power markeling
29 that represenis 3 portlon of what ¥ company did thel wax 26 wading subaMiary called Mirpnt. Ard it goey On W Ly
oD LA R LA RS
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1 that It - that thy company and Miranl shated 1.8 bliilon In 1 for Jouthern Company was comparatie through ali the yssre of
1 grose procesdh, 2 the data?
3 Whs lnat eamathing you wets swhie of whet you 3 A, Only io the ewien Lhal | belleva Xt would
3 4 looked st tha Bouthern Company Rumbare? 4 alfoch my cvarall anatysis, snd ghven 1l e 3lready sald
h" & A, In the sense thal ) would have read Bhat place E ol i I3 one of 11 growth rewa and tigt | tend to focuy
& of informalon. § on prolecied, | would not be thal conostned 3haid tha
7 a And then |{ goes on fe axy thal In Aprl 2001 T number.
1 managsmantapun of the remaining 80.3 percasd shika In 1 o In the fittle box Iy Ythe Upper lof, the last
9  Mirsni to Southern tavestors by gviag tham sharew In the 3 senlance 3ayr, A Rll-page repaort on Mirapt Cotp ean be
16 3ud. Ig that momeining that you were aware of when you 10 found In lssus 6.
1% Tooked sy IMe? i1 Did you fook at the Miras Corp rapert O iy
12 A, Having resd that information, yee, 12 to combine thal Ananacis! Informatien with e Ansnclsl
13 Q. Now, we knaw axsctly haw 1 was spun off, {i 1) Informeiian ol whal mmilasd of Scuthermn Company?
14 was apun aft by giving aheres of alock of Mirant o the 14 A Na,
15 Investors of Souihern Company. Weuldn'l 0l ecenasrfly 13 Q n the Schedule M3 1o your etimany, pege &
18 have the stfsctof reducing book valus per shars of the 18 s your Southers Company pige?
17 3outhera Company siock lueli? 17 A You.
[{] A Agaln, that would depend on more lecions than " Q. Now, 3gain, the upper liR-hand corngr abls,
49 [uatthe sale. I'd huve 10 Rnow more sboui the totel 18 the compound growth table —
20 tranaacUos & rasily be sbilv to enswer that quaation. 20 A Yoo,
M Q. Qkay. For purposas of the quaslon, if you n qQ, = using hislorical daly, we can dow In the
22 axsumed that the spinctT was done in the follawing manner: 21 bock vaius par share colimn an Bve right from yesr 2000 I
23 The seasts of Miren!, 80 percerd of the shares of Mirant 23 wos 15.07 and t dropped 10 $1.33 In 2001, come:1?
24 wora awned by the 3oulhem Company leseil. What they ald 24 A Yeos.
25 waa they prinlad placen of papar coresponting 10 anares af 25 . And agein, pe we wald, 2001 wan when the rest
stnsiﬁ'ﬁl’v‘w? . COLDMBIA - ROLLA sorARSSEATED COURLAEIORIERS
Y
1 ownsrahlp of Mirant end distriduled Uroga on & pro il "4 of Mirani was apun off, correch?
2 batis fo the sharsholders o that prior 1o 1ha apinnoff the 2 A, You.
3 sharehalders owned thigugh Sauthern Companmy BO percent of 3 Q Chsy. And ss & consequenta of that number,
4 NNl Ahar the spinoft, the shereholders owmed 18 4 a1 1130 number of book valus per share being the lowest
£ percend of the shares of Mirant 1 ons on the whols cangs o hatorica! date thel you have from
' Now, If 1L wera done In that mannaer, wouldn § 95152004, thal mesne Thif tha campaund growth ralss that
¥ it necesssrily lowsr the book valus par share of Bosthern ¥  you ciculated for e perlod of 180T hrowgh 300t which
3 Company baciuss thorke 2esats, the Mirant assats are baing 1 Includes iat BOok, valus Par share rumber end up being
8 wmoved cff the bools? 4 nagatvs, Nght?
10 A If you snsumne thil stockholdsrs equlty Iv AL ] A Correct
t1 psanets minus llablites 3nd they recaived » cash inflow an " [+ 3 Negalive 8,35 psrcanc?
17 the Lsuance af thel eiock, and H 3850ty ross brased on he ” a You.
43 cauh Ingt they faceived, | don'l know that | can necedsarlly 11 Q. Agaln, the ovarall average compaund growth
14 83y for sure that ook value would go down. 14 rale |n book value per shara st you have for Southern
Rl a Chay. Loty sod w3l actusily happened, 13 Company bassd on the his lorica) date snda up belng nagalive
18 though. I 2000, book valve per ahara of Baythera Company 18 0.13 percent, carrect?
17 was |547, and In 2001 Wwas 1140, Does thal seem 0 be 17 A Cermrect
10 oonatyient with (ne ldea Mat the spinoN 1n 2001 reducod " Q Now, (hal's enother neg ative Aumber In book
19 baox valus nar chare? 1¢ walus par shars. Doss N Bothwae you new thet you've gata
20 A e conalylen with the fact that those twa 20 ascond numbear Mpressniing negative growth —
11 avenla pesm 18 have happensd af (he eame ¥me pariod. | 21 A Doss [l other me?
13 wouldnl go 30 far a8 0 meking the connacton until | 22 Q. - In your renge of numbers in your DCF
S| 23 ivotend further Inta L 23 caicylation]
4 a 1n thal the sort af thing that you woirld want u A No.
29 L8 100k At 10 determine whather the dala that ypou wars vIing 3 Q. Dowa It bolver yeu Ol the company in
ere I ATED SMLAET ENS e SSEZATe COURLREPONIERS
.‘ B}3¢-T31 Jll.)&n-ru
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1 gquestion had epun off e marketing and wadiag sub and that 1 Q ¥ wa oould turn aciyally o 1 pege we ware
2 apinoH happened ko occer In the vary year that the beok 2 locking 3| before, Schwdule MB-2 pago 1, thare ssemed 1o be
3 valug pur share dropped by 4. — 34,577 3 2 -1 think thare was & mistiks that | wanted L0 2k you
4 A Mo. 4 sboul | assumas Ve 2 mitashe. In e projecied growth
| Q Do you think thal hel's ths sont of thing 3 sacilon, the middie, the mlddis blo,
§ thal would causs you \o queation the sccurscy of thal ] A Yat.
T partcular projection? 7 Q. For company OPL, Ine.
[] A Ita the ot of thing ths| wayld cause e 1o ] A ',
B focum more strongly on my projsciad geouwah rates, which 1 ) Q That Nred column thal's brégy,
10 whal | did. 10 A Yoo
11 .Y Olkay. Now. ysu used, T guess, 11 diferent 1 Q There's no number there. i thers — the OPL,
12 growth rate menursments fn your snalysis, | think we 12 Inc page luslt, which Iy Schedule MB-pags 4, i ooks liks
11 pelablighed, Aght? 13 you have 3 projectied Bresv growth number in the corner
1L} A Correct 14 thers, \u lowey righi-hand cormer.
13 Q. Ts there any particblar growdh rai that you 13 A Yas. Thel was = thal was not - e
10 balleve's mout repremeniattve of whal inveiiait sapecs? 1t projsctad prowih breav Metention yrewth for DPL wer nol
i1 A Ko 3lagls ~ne. No. | would not ehooss o 1T included becaues we ars setving rabes going farward for s
11 uingle one oul of that 14 fo \ry 10 pul on lap of the 10 regulsved slectric ulility. Tha relyrms on equity et go
1¢ olhwre, 18 Into the projeciad growiR Bhelysls On svarage IS percant are
» a Are (hers any that ars — are INere soms group 20 80 har ot of line of what's reasaasble for an elscris
21 of them tral are betiar than the olhera? Can you nams, 82y, 21 vUliey ihal thal numiner s messingless,
22 twwe 1hat ard better than the reat? b - a, Iy thal frots masningiess than the negative
2 A 1 send 0 Uy Lo facun on projectsd, 2) numbers you put down? Is i ressanable fof 2 wllity o
24 Q. Ok xy. 24 have = FinlEnsrgy to Dave nagstes 2.8 parcen dividend
25 A My growih ralas What are absoluiely forward 25 pet share growin? '
ASSOCIATED COURT REP_ORTERS ASSOCIATED COlfﬁT REPORT‘ER.S
JEFFERSON CITY - COLUNBIA - ROLLA JEFFERZON CITY
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1 looking. 1 A in the sensae of whal | conaldar In making rmy
F] Q. And what {» Uw reason fos hat? 2 recommendation, yen, It is more substantial ar mere
3 A Yethnlcally, the DGF s a forwarddooking 3 significant, )
4 wyodse!, Wi're satiing ralss st s forwarddooldng 4 a BiA warller you said thal the regeiiva nuinbers
& perepacivi. Wa've 1lready discuss ed potental chang st In § didn bother you becauss you were uning 13, thal since you
8 sconomic condiions In the industry for utilities. & had +1 Wwap okey ko Inchade aomething that was negetive.
] 24 | have cama 1o the conclusion me 50 analytt T Why wouldn'tiz be olay to Includy the
B that, not u particular single projfected groseth rata, bul & 16.38 parcant i thal's the numbes that you came up wilh
B vt jusi keeping with the Wheory of the DCF 23 well as the § calculating breav the way you caicplated § for everybody
13 factinslwa're setting rates going forward, that projected 10 sien?
11 growih retes sre whal T helleve | feel more comforuable 1" A, Tha ressen thel the negriive historical growth
12 making anasiysls er making recommendations barsed on profecied 12 wap not 3 concem to me Is bscause | was abde 1o calculste
13 growth rales, 13 thsl number bul 3m 3bie 10 notl cansldar it In my analyxts,
4 a And the growth ralea Ul you'se wylag to 44 If ) sea 3 negative growth rale In dividende par share, |
13 davwrming ure o be svetalnable, suppas sd L messure the 18 un dlaregard thal Aumbes In Torming whal | tallevs is a
18 austalnable growth (hal you believe (4 conslamn with 1% reansnable axpecesiion for I company daing forwerd.
1T Invasiors’ sxpeclatiom? 17 So | already am fozusing on projectsd growth
1 A Cotrect. 1 ralsx. Once | 81 Into focusing on prajeched geowdh rawes,
18 Q. 1n thers any garticuler suthoritalive source 19 Uvan 1 canlock M s esicutsied projacied growth rils and
20 Thal anyn tht that's how you —that s the yon of growih 20 ase thelhis plsly unr b 1o Includs in this
21 Haciov you looh ter? ' 21 snatynir for 3 reguiawed slectric wllitty,
22 A That you kxck for 3 yustsinable growth rale? n Q. How much higher iy tha £8.35 parcent prowth
23 Q. Yeah, Whare doss that coms from? 13 than whal you thini s rewsanabls for 3 regulsted uylity?
24 A Thata baslc —that's & baslc Wnant of the 24 What l the Upper bound?
25 dizcaunted canh few modol, 23 A The uppar bound lor growth, for sustalnatie
rs mu-mu rmuns:
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 growth for e DCF would depend In part on whal the dividend 1 Commisslon that | think any of the numbers en Schaduly MB-5
1 yleldis. 1's 5ol a matter of whether thy growth rate 2 should be thrown out, ks that whal you sald7
3 tGsalfis outof [Ine. The quesilon 18, how did that growth 3 Q. Yoy,
4 rals come sboul? Tha reeniion growth rais wa're Laiking 4 A I make 3n oversll ecommandatic If Iva got
B shout of over 18 psrcant is basad on 3 return of squity of 5 sverege numbers on 3 proxy group krom 4.4 10 13,51 wnd |
& 25 percan] an average. 8 recommand something In the high B, then thal's an
T aw, potentiaily | eauld And a 14 percent 7 indicalion fo the Cammbigion that | befiava the other mnds
B growth rate that was sxiremsly applicable or abeciutely 8§ of the range are ot appropriale,
© appficsbie i thal company, brsed on econamic conditions, ’ Q Looking wi Schedyle MB-S, pags t -
10 bul a growth rate going forward far 2 fegulated ulllity 10 A Yer.
11 basad on & 2% percent return an sQuity | don’t belleve Iv " Q. —far the mamenL Do you happan to know what
12 ruamanable. 12 Whe average bond yiekd s for 2 regulaied ulllily these
13 Q. And where ¢ you » well, far DPL on £y dwyn?
14 Schedule MB-5, your ecst of sqully rangs — 14 A Any regulated utilieyT
11 A MB-87 15 Q. To the Induabry on an sverage.
16 a WB-5, pags 1. I'm sony. Schedula MBS, 1t A, No, 1 ¢ont,
17 page 1, you'vs pal numbers « 17 Q. Elsciric utiites,
11 A Heold op. i A | know Lhal, or atleavt ham whal | hgve
19 a. Tm sorry. 18 rund, they eru itending down, but se far 89 whatl he cLs|
20 A wB-57 20 average is righ) now, no, | dont know.
n a Yoa. n - 8 Would you know F R would be 7 lo 7 172
22 A Qhay. Whal sbouithis? 221 parcan| mops, would thal ssem sboul whal % would be, or do
2 Q The jine of delm — o ling of numbers for 21 you have any Ydea?
24 DPL, Inc M4 A Did you ask sbout bon g yiald?
13 A Ym. 23 a Yaah.
JEFFERBOR CITE COL UMBIA + ROLLA serreRgoR ey COLOLOIN ROTA
5 1818.T431 B EIRIE-TIS
7
1 Q The lasi thres columma on the right ars the 1 A | woukdnt = H woutd be sormething that i
2 coalof squily, und your low numbser wae 3.22 percent? 2 have red, sameihing | could read 3gsin. Fm nol golng la
3 A You, 3 wventure 3 number right now off the lop of my head, Neo, |
a qa. Do you conskier that rexsonabls for s 4 dan't know, ] ’
B reguiaied vlility? 3 Q. Do you hnow whatl Amersn s bond yteld b7
[ A No. [} A 1 know what Ameren’s overall embedded tost of
T Q Then why wasn't thel thrown off the table (ke 1 long-4erm debils, ori esn find hal mumber.
B the 10,35 percant wae thrown off in your Lable on [ ] Q Well, in this cone yau used =
8 Scheduls MB-3 page 17 L} A .52 parcenl
10 A '8 Just a matter of when they're throen off, ] Q 8.42 percent.
11 Schedule MB-S prasents rzw daua for the Commission. 1" The Mird calumn iram the HaM on
12 a And the Commianion dossn't sea NB-1, page 17 12 Schedule MB-5, page 1 —
13 A If ey wanl W loak through my achedules, 13 A Yoo,
14 cartainly Moy can. My Job ln 10 go through this dals, 1s a « the coat of equity, the low numbsr range.
15 deciphar what | ballevs it means, pul) out what | balleva i3 15 you hive & cost af squity for Amarss Usted that's lomer
18 relovant and form & recammendation based on what | baileve 18 than Greir smbadded cost of debil. M that -~
17 Iz ihe relovint informathon, 17 A The number that's there, Yoo
AL} i caicularad RegIDve growth raws bl dld ol 1 Q .39 petuent.
19 carmider them In iy final analyst or 31 lean! did not put a W A Yeah, Schedule MB-& le entitfed DCF Cost of
20 Yot of Importance In tham In detarmining custainable prowin. 0 Common Equity Ceiculstions, which |s what they sre. Those
1 a Well, I# thera anything on — ar de you do H ars raw ciiculatians based on dividend yleld Ing pronth
22 anything Ia your featimony Lo Indlcaw that eny of these 2 rsles.
23 mumbers on Schedulfa MB-1 ghoubd ba thrown oul by the a Qa But does It asem tezsanable o you thal the
2¢ Commisston? 24 cowi of equiy for Amersn couid ba below the coal of devr?
b5 A, Da | do anyihing In wstimony that sils the 41 A No. Thaf's wivy | didnt recomenand Lhe numbar
ere BRSSO RS serr XGRS RO
:illl !0-7 EAS}R38-7337
Jun-21-2882 13:13 314 36 30SS 957 P.15
JUN-21-2802  15:45 2082 220 9601 9% P.22
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1 that was below the coul of dedt 1 begine, As 3uisd, no.
F] -} Bul dossn’l it swsm odd thal a lol of thess 2 How would you detarmine whsther the hislorieal
35 numbars tn the [ow end of yout coslof aquity range fail 3 psyoul ralia W srratic of Ushdad down ar whal sorl of —
& beiow whal the cosl of debl 147 4 whal would you logk 2l In the ratic over Ume o delerming
] A, Aa 2 financlal anaiyat thats baan doing 5 If K1 arradic of downward?
0 tegulated rata of relura for sevan years, ne, t don't think 1 A i1l potw lona sach yoar, |t would be
7 thar's odd at all. ’ 7 downward, il changes a lot, H would be srratic,
» o You think that 1 - yau thak that » cosi of ] aQ And over hoewr many yeurs would you nesd to ook
0 equlty of .77 parcent Tor a regulated utllity for Southern § lo diacarn 5 lrend, |f | wes thres years, four yean?
10 Campany le al afl = could ponsibly ba reasonable given debt 10 A Vilusline ahows dats deck tan years, | tend
" coaw? 11 to notlook st historlcal data paal BT, | bellave.
12 A 1 wouldn't 3ssums that 1o be ressonatle, no. 12 Q. Bul If you lcoked ot saven yeats warth of
13 Q. 8o vhal whal this table repremsnts, Ihen, 3 1) dab—
v4 thatihbare's ¥ range of dala that you looked at which 1" A 95,
15 inctudes a humber of growth ratas 1hal are unreasanabls lor 15 Q. — anrd the payoud rallo was bending downward
1B purpaves of cafculsting cost of squlty, riah? 18 e lawl four yeurs you leoked sl would that be 2 downward
i A, Yes, 17 Uend?
18 Q Ckay. Now, the risk-frae rule thal you used 11 A Yeos,
10 In s case | hInk was 4.~ wes 11 5,307 11 qQ, And » company’s samsings are skhar pald ovl
20 A Corrwcl. 20 in dividends of Lhey'te relained, s thet the two — Vs 3
F1 Q. And that'e sven higher then pewura! of the 10w 21 binary hincilon, iU's relained ar pald ou?
22 comt of squity numbams on Ine table. 30 that clearly Iy not F> A Yex.
23 conslstent with the determination of whal would be 3 3 Q, 20 03 K gy -hirds Is —~ il anethlrd 1n
24 resnonable coal of wquity, right? U paid o1l 38 dividenda, then teo-thirds woulid be retsined
28 A What's 7 25 becsrs 1 sums 10 8 hundred percant? '
serv RSO ATER UL RIFES serrESTIATEP SRUEL ST SRIFES
|m 7551 7&”"‘3‘4’
1 Q. Tha Faci thal numbers — that & cosl of rquity 1 A You.
2 for Witity would aciustly ba jewsr then the riskefres H Q Okay. 30 that If the rewntion ratio of 2
1 rau? 3 company Uendt Upward, thil would neceusarily mean thal the
q A, No, | don't belleve | would svar And that 4 paryovirata ly wending Sommward, correcl?
[ Q. %uv;uuld b tha Fange of rersenshie cost of s A Corracl
¢ equity for mc-proq campaniet hal you looked staa n L] Q Newr, Bcheduie MB-1 1o pour lastmony, pege 1,
T whole? 7 tbelieve lu dota for our company. And H you [oak 31 the
s A, Whioh graup ol proxies? [} thon prowth ool on Uhe right nlde of the page:
0 a Your particular group, the Ave thal yay used, % then's this reisntion miio duta, the Rret column of the
10 DId you came lo soms calculafion of & Faksonsble rangs of 10 Wiree. and Tor 1090 M wie OB, for 2000 It wyy 237, for
11 equity returma? 1% 2001 1t wan 295
12 " 1 got an overall yverage cast of aquily for 12 Bo thal would seem 10 Indicats that I the
11 all campanles of 9.& percent using wversge projecied growth 13 reterion ratio |3 trending upward, that the payout ratle
14 end the djvidand yield thi | calculated. 14 musl be Fanding dowrasrd, correct?
13 S0 tor me, 14 for my enalysls, seing the 15 A Corraecy’
11 approprisla sxpactsd dividend yleld, focusing on projecwed 10 Q S0 would Dt = end | guess f you loak 3y
{7 prowth and by vy snalysis and aplaion, lesking st svarsge 17 tha projeced growin aumbars From Valueline, ihe sams thing
10 prejected growth, | got 0.4 parcant, which f bsleve B 18 s trus thal tha retenficn ratio I Qgoing from 130 In 2802
1% raasonable, and wlag Is dhe bof of my recommended renps. 18 10 .2%3 In 2003 'o De | guwss on aversge .71 from 2005 Lo
0 [» ) How, If wa could Wen to page 40 of your 20 2007. So ihat alpo would Indicats rat M payoul ratie
2{ teatimony, IU's ngaln ona of the sppendices. You have 21 wouls be 3 downward trend, Gerrem?
22 quertion In the middi of this pags. [s hiskerical growth In n A Carrect
\-' 21 dividends sn accuraia indicxtor of Invesitons” growth 22 Q. Okay. Now, based on 9Nl ysu'd sald In
14 sxpacixtions when the hiskorical payout ratlo has bean 24 reapanse o thal queation an page 40 of your ttimany, this
35 erralic or lrendad downwerd over tima? And tha 3newe! 28 would land Lo tndicata thal grewth In dlvidends wouldn be
JEFFER %171?10 CGJ!!T HE\P ERS JE"QSEOCIATEB !T gl.EAP-OI?O LA
;l:u-r.w; .I' ]m.uﬂ
JUN-21-208a82 13013 314 636 9855 95X F.1e
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1 an accurale Indicator of Invesiors' growth axpecuilans for 1 A Oidl—can you repeat Lha{?
2 this company? 2 Q. Old you glus sy more comeldaration o thess
s A Correct, | 3 growth in dividends numbars we're talking 3boul then you d1d
'l Q. Oksy. DId you ook 8t 3 growth In dildandn 4 1o the BPL, inc. numbes didn’l appaar in the projecied
A s 9 35 one ol the taclore In doing your DCF analynis for Ameran? E growth tabia?
[} A It's one of the 11. Hol only v campound — e A Well, the dividends par share calculations for
7 hiwtorical compound dividanda par share, Valuel Ine U] 7 Ameren, svarage tompound growth historical was .37 percenl
¥ Marorical growth ghvidends pee whare, 1 3leo caltilale 3 Valusiins histericl growth was 1,74 percant Dividends par
B projected dividends per sharse. i B mhare projecied s 0.5 purcenl My rec ded suvizinabl
Y] [+% 50 you Includad Lhoae swen though grovah in : 10 growih lor Amern Iy 1.7S parcant
11 dividends kel 3n accurats indicasor of investors” growth " Ba no, I did aot match my projacied
12 szpecalions unde! these comdidans? 12 sustainable grewth rate for Ameren 10 one af Ihete dividends
13 A, The nne, lwo hisloncsi dividends par ahare 12 par share growth rates.
14 growth ralan and the projected dividends per yhare growih " Q. And e numbars you just named, all are below
1S rele are standard growth raten thit [ calcuinle. Once you 11 the wvorvge growth number that you caiculswed by using the
18 hava thom cilcuiated, then you mike the determinalion of how 18 Fva eets of 11 growth projsciians ér {1 growth numbers on
AT you consider them, 17 your scheduls, cormect?
11 The questién on pege 40 cancema, once you 18 A I'm sorry.
19 have thoss cakuliied, how do you tanalder them? 3o el Q 0.37 percant was balow the average,
10 cakeufaivd them and then pyl them Injo context |20 1.8 purcan] way bulow the Juwiage, the 0.3 parcent wam betow
F1] . Walil, M the queson on pege 40 Indicats 21 the average?
23 thal they would ba Inaccwryia for purposes of DCF, and | 22 A Which sverygs ars you talkinp about?
23 wavid think that if somsfhing wis InaccLrste. was not an 23 Q Youir ullimale wearsge number for = overalt
24 accurals Indicater of Imvestors’ growth expic o, thal a4 average { guens I 4.09 peroent
25 the way o lrest (ham would be 1o not uzs thal numbaer, 25 A You,'re Lalking alwourt the compargbisrs now or
ASSOCIATED COURYT REPORTERS ASSOCIATED COURT REPORTERR
JEFFERSOM CITY: OLUMBIA - ROL JEFFERSOM CITY . %RLUHBIA- ROLLA
.*lll)l:l-ﬂ T661 Llll]lll.-!' Al
R
i
1 Wouldn't thal be 1he ¢ase, or d0 you usually ~ or do youy 1t the proxy grexp?
2 ueeinsccuraia Indicatare of Inveslors' growth sxpecigtions 2 Q. Proxy groaup, yesh, 4,00 percenl. For Ameren
3 Inyou? OCF modsi? 3 iseif K was 1,10 percenL ‘
4 A No. You are — you are looking 3t 4 A Yus. Now, whats the queaton refated to
& Scheduls ME-3 page 1 3nd It seemi making the assumplian that 5 that?
¥ Jusibecauss & numbaer sppedre thara tal i recatve the L Q The question relatad to thal Is, do you do any
T enncl wante consideration as svary other numbar thal aopeared T calcuiatiane lo which you inclvde the Ameren sverages with
P thets. . 1 tha comparable aversge?
L] Thal Ix rew dals thel I3 calculsted sng » A Whers | Include the Ameren averapen with e
19 presenied. An an znslysl, | hen Lake 1ha1 raw dats and 10 comparable averages¥ Ne.
11 form my recommendation based on thal deta. 1 Q Now, MB-3, Schedule MB-J, page 4, Ueis Is U
12 a o that In making pour recommendation you 12 page zguin for DPL, Inc,
13 would throw s, | prasumn, the growth — higlorical growih 173 A Y,
14 numbers thal you wauld find you ballave ars laaccurate for 1" Q And looking al tw retention growth columns on
13 purpoves of delsrmining Invesiorn’ sxpectationa? 15 e Hght side on Me upper right-hand Lble, the retention
18 A The primary cut for me, the Arst » one of 14 ratie numbers rom 1908 = sctually, 1087 snd 1984 they wers
1T tha firel Initls! culs would e that | fecus on projeced, 17 the sames. They wire 242 Than thay went up 40 . 304, 340,
1¢ Once I make \he delarminsiion thal F'm going % focus on 18 484, 30 yet dgain this (s smother upward rend In
1% projecied growth rates, then the canslderalion of hybarical 10 retantion ratio and mecesssrlly a downward lrend In dividand
20 can be pylinto cerfext, snd If {hey ars Inaccurats or 20 payout, gorrect?
21 Inwppropriate, then they sre ot consldered. 21 A Correct, Bul a5 is the same with e c3de
-] a Old you give anmy mors canglderstion @ thace 22 with Amnaren, yau alsa have Lo look at the context of how you
:h...f 23 historicaf growth and dividends numbers than you did o the 13 gel the pumber sad what does B mean. A decreasing dividand
24 breav number for DPL, Ine. IhM I notincluded In the 14 payout, » decryasing peyout rase for DPL, If you ek 31t
24 table? 25 e dividends par share for B4, ‘88, 2000, 2301, Iz nod
s S305ATED COURLAEPORERS e ES305ATED SOUSL BEPORTES
.?”1 . llf)lu:?%?}uum“-m
'illljﬂl- J
JIN-21-2882 13:26 314 635 9BSS 95x P.81
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1 bawed on tham cuning teir dividend. hUa based on the 1 Q. I iy Aot an accurale indicylor of
2 fecl that sarninga per shars Is growing faster than Uatr 2 Investors' growth sxpectsitons, |1 would fallow thet IY's
3 Incrapaing dividsnas, 3 notan pproprinte aumber (o uss n the DCF model If the DCE
: £ The snacl sams |8 trud with Amersn Corg on the 4 modul s 3uppased io be determining Invesiors” growth
Rl 1 paps before. They heve consistent dividend of $32.54 from 8 expeciationa, corvact?
97 virough 2001, Even though thaeir uumiu'u o was [} A The question on 48 dossn'l say tha! cany
7 Increaning and thelr peyout s decrexsing, H ts not becsuse T conslder It it eays W not an spproprism substitvie,
1 they're culiing dheidends. [t s becauss thelr mmings per [.§ Q 50 wean —
?  shars is increxaing 3t 3 Taaber rate than dhvidends. [ A Bo s ILapprepriam — i It Bpproprisks b
10 Even if dividends ware Increauing over tha) 10 perform 3 DCF and bitndly choose a hisderical dividends part
11 Uma, il samings per abire (s Increasing fawser, payoul 11 shart growth rata 15 plug leds the OCFF Mo, 1 (s ot
12 11t s atill gaing v decredee. 12 Q 11 \he dividend par shary = is the dividend
13 Q. Of course, under the DCF model the dividenda 13 pet share number for DPL, Inc. sNacied 31 all by the squity
T4 péc mhars should be iIncrexuing every yeae, shouldn™ they 7 14 relurns that wore baing projecywd?
1] A That's the theary, correct, which lg why - 13 A Can you repest thal?
10 Q That aasumption d AL iy hold, dows 1 a I'm aoiry. Going ngein back to Schedule MB-3
17 did? 17 page 4, iy the projecied growsh — sciually, I'm vorry. I
18 A Ho, which fa why that analysis roulinsly jook 18 the equlty ratum aumbere thel we balng projected of 15,9,
10 ot olher growth rates and not just sely on 1 dividends per 19 24,8 and 26 parcan), do they afect the dividend et ahare
20 whare prowth rate, 1 projections?
" aQ Olay. Bul 3galn, pou had saks hat Malarical n a Hot necananrtly, The campany could be — the
22 growih In dividands lentt a0 sccurate Indlcator of 22 company could be growing equlty Feiurn 2nd oot incrsasing
23 Inveslors' growih sxpeclations when you've got 2 payout 21 dividands, That would be management's Jecision,
U retlo hat's vended downward over Wime? u a. Now, If equity relurns pre were poing up at
25 A That's true, 23 2% parcant. 38 Is projecied for — 26.5 percant se projecied
e SRESATED SUILEEPORTERS rerr AR AR SOV BE ONIERS
SHnLTSS NOE)}I8- 7551
Conr
1 Q 3o thal wauld ssem ™ Indicste hat you should 1 In lhs Valusline 2007 number here, mad the company, as you
4 nathava Included the Elvidend, Navorical dividend numbers 1 sald, wan - did you siy Brey could be redaining u iol mors
3 lor DPL In your lable, and thal certalnly waould aHect than 3 rathar Ihan paying out?
4 1he averege Uhet you gel for the comparsbles try Including [} A Cerainly,
5 e, woulant U7 E [+ 1 thal U reascn thal ysu seid thal Use
] A But would Nl sasme ~ would I aNec! the % projecwd bresv growth raie should be thrown aut for your
T average3? Ym. ¥ OPL, the \B.19 percent, bacauss it's based on 26,5 petcant
[} Q. Anad il 3ftects the numbar thatysu're 1 squity Peturns?
& prosenling he Commiaslon, correcl ot laast bu for 03 the [} A You nasd ts repest al
10 raw dala INat you chaods 1o Inchrde? 10 Q Thé high squity returns on this pape,
16 ME. O'NEILL: I'm golng 1o abject 1o the farm 11 Gchmdule MY, thal 3re projected by Valualing ~
12 -olynur quesiion, Can you rephrase H 3 lttus bi? I'm 12 A Yor,
13 nof quite sure whei you're guiting aL 13 Q. = [ balleve wax glven by you 28 the reasan
9" MR. WOLSKI: Wall, what I'm getling at s 14 why the projected 18.35 percant Wr+av growth AuMbes waa not
1 -~ 13 used By you on page | of Schedule ME-1 becayse you don't
19 ME. O'NENL: (1 was Just o litste bt oo 18 betleva that squily returns of 25 percent sre rewsonable for -
1T lang. 17 » regulaiad wiillty, correct?
1 MR.WOLEBKE:  1can undsrstand that m A Carrect.
18 AY NA. WOLRKI: 1 a Burt the dividend per Ehare rumbery (hal ars
20 Q What I'm gatUng at again I, mgain tn your 20 basod on hel same equity reium you did use jathe = on
21 levumony you 1zid that when thw hirtorical payout ratic In 21 MB-3 paga 1 for DPL, didn't you?
21 trended dowmward over Ums, that historicsl prow and 27 A Diidends par share?
| N dividends L& Ot 3N ICCUL I INICILOT Of invedton® growth » o Yeu,
14 expacistions. 24 Al Yos.
2 A, Olay. 1} a Wouldnt K havw boen consiatent bn throw
sese RSO ATER VLS SR ER? e SRSSEATED COUT BEPORITRY
.s 'illl)ul-‘lul
JUN-21-2882 13:26 314 636 9@55 85x P.a2
JUN-21-2882  15:43 202 220 3501 99 P.25
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1 1hose ovl, loo? Wouldn'( those harve been sffecied by the

2 high squity relurn numbaer?
Not when dividends aren expecied lo grow al

1 A

4 23 parcont Thay'va pot dividends per shird growih rabe of

& 1percent.

1 Q. Bul the 1p3ean why I1's 1 very low prowih rate

7 13 based on these other projected numbera, snd thess other
B projecisd numben | baileve wase the reasons why you didn’|
0 une the 10.15 parcent Rumbsr. N just aeams Lo me that ~
You'll have to 9xpiain o me how are thoae

1 A,

11 relalsd. You Just made 3 statement that | dea‘t think |

12 pgres whh.

13 a Wall, what is wrong with tha 258 percant

14 equity return projection thel Valueting hay for 2002 for

13 DPL, Ine?

12 A, Becalsa wid 3re ssiting retum on equity for a

17 reguisied slaciio uliilly. You go oul and you gel proxy

18 companles thal should bo operating under simiisr daks and
12 simlisr relurn. | Know anouph 3bout the induslry And Faled
28 of return and tisk of edeciric ullilty industrien lo know

21 that regulaied sectrlc uillilve sre nol saming 28 percend

22 Inthe markel

2] Bo It you're looking al 4 company that has
24 suppoand growth rhigs haued on relurnt thal are nol coming
15 from regulalsd sisctric oparsiions, thoss are Insppropriste

ASS0CIATED CC!JRT REPORTERS
JEFFERSON CITY -
ma.'r;sq

1 A Which l aasclly why ! use ihe graup of praxy

4 compsnise, ye.

3 o. Ang the projections thut ams published by

& Firsh Call, are thoss U prajection of ane waskyst of 3re

5 ey Jwurvey of seversl Imalyst?

1 A It differe by company, howsver many andyIu

T they heve fof e3ch company, Genarally, e farger

¥ company, ususlly there's more anatysts Jollowing thal

} company.

10 Q. And would you happan 1o know how many Tnalysts
11 (oilow the lex that yau analyzed In your rebuital

L

12 testimony, for Inslsmce Amered of the fve comparables?

17 A Armaren, slphl brodare.

AL Q Doas thal seem 1o be abeut the ssme, roughly
15 the sama numbar for the other?

18 A Allsghery, 15 brokers: Alilance, 8 broksrs:

17 Cinergy. 1) brokers,

1 Q. Now, [s thers any revson why you would

18 consider N numbar thaf cames sut of Firsl Call e being

20 the eslimate of one persen s apposed 1o the esmais of the
21 seven difsrant onss or {Iftesn diferent ones Ihat they

21 happaped 0 survey?

n A m alr, Whas wey that?

24 <1 ® ther any parheulsr rnsaon why you would
25 conalder (ve slimals that comed from Firat Call te be the

ASSOCIATED COURT nsrou TERS
J!FFER.SO‘N c't‘l'r._ t‘égl.uﬂ OLLA

1 returns 1o consider when formulalng » aunaineble grew
2 rate for a reguinted stectrc utithy.

2 It BPL had showsd projected dividends per
4 whare growing &L 23 porcont, | wimilady weuld have thought
£ thal is not 3 sustaingdie gromh rate. You cannet or ity

§ unlikely that you can continus ko grow dhideads 3t s

T 25 psrceni pop evey year, 3nd | would have thrown thal out
[} Thag e not what the dsc reprepantsd. The
g dats showed an saimpie of 1 parcant dividends per shan

10 growdy rats for reguinted slectric willity. Thatls

11 reasonable,

12 Q.
£3 ba nagalive? Would thal be reasanadle, i The numbser showed

But la It passlbis bor dividend par shars W

4 al?

13 A Growih rsta’?

L Q, Yoo

17 A I It ressonable Ihal Bat could axlet? Yeuw,

10 ks that a reasonabie sustainable growth estmaw 1o pul Invwo
9 the OCF? Not far me.

0 Q. 3 W your apinfon thal 2 survey of snalysts’
11 growth expacations would be mery rellable than the

22 projeciion of any ens pareulsr analys1?

23 Al I ganeial, yoy.

14 Q. Yo thare s sema sdveniage o aking sn
23 aversge bauwd on s survey of p number of anshan?

ASSOCIATED COURT REPORTERS
JEFFERSON CITY - COLUMBIA - RDULA
JRBsHe I8

1 wulimste of one smalysl 38 oppossd lo the ssiimats of. a3y,
2 vhe wighlanalysts thal they surveysd on AmerenVE?

3 A in theres arry reason hatl think the numbaer
4 that First Call pot oul Is —
] Q. No. I'm porry. Do you conslder (e number

¢ that First Cuil put aut o te the recomma ndatian or the
T projecton rather of one anxiyel or the averags projection
B of sight smalyss?

] A My undsruisnding ia that Firgl Csll Iy by
10 dafinitlon 3 consensua farecast
11 Q Oliay. And If you wers golng o cambina the

11 prejecitan of First Cull with the projecton ol ancihar

11 compuny Ihat anly ussd ona analyst would you give them
14 wqual weiphl or would you Jusi throw the axoa analysl into
15 the pils, so I you have sight for Firel Calf and one

18 additdonal anslysl you Row heve pine pleces of data 10

17 avarage?

" A 1 41 not mulvply tha First Call

19 recommandation by the bar 3f pecple making the

20 recommandalion and then add [t 1o Valuel.ine's pralecton,

n Q. fx thyere any reason why you didn’t do thet?
EFs A, No.
23 Qa But dolag it vat way dosa lend 1o glve

24 grenler welght 10 hw Yalusline snalyst reladve 10 the
25 number of ansiyste 1het wery pant of the conmwnaus For Firal

AR SALAS T
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1% Invealor onthe day you buy your stock,

18 S0 pretty much categoricully | think ane year,
17 cis monMe, even pushing thres-month-old slock prices pre

18 nol relawsat 1o the DCF becausy they don't reflect whalyou

10 aw an Inveslor can schisve today,

2¢ Six weaks was chosen becauss spol prices are
21 or csa by Inheesntty volaiile. Even yenall jumps day w day

21 can have 3 blg Impacl on dhvidend yleld

23 Q. S0 you woulte't phck then junt one day?

24 A No, bechuas you cauld choois the nexd day 3nd
23 geta pretty dHiarent dividend rhld B jusi over the

JEFFER.'HJN Cﬁo COUBT HEPORJEIPAS

MO A R
" U NYESE S e

1 Call, wouldn'l 117 1 courne of dolng this job, win weeks seems 13 Be long snough

2 A Would it gtve more welght 1o tha Valveline 2 that | atlli feel that I"e prefty aurrent, but you can do

3 Aumbar? Yeu, [lhink kel would be Lrue. 3 awny Wilh soms of ihe deyde<duy Mucluatians.

4 Q. But there was N1o PRrUCYIM! redson why you 4 a Would you agres with [his sistemem U'nmt sbaut

\“-' & chous Io glve mors welghl Io the Yalusbins number? 5 loread loyouT

8 A 1 gusas { would be 3 negallve. [hive —| i A Okay.

T have never read literature of asen in anslyala whers First T Q. Howsver, for purponse of datermining tha

& Cafl's numbars were adjusisd or manipilated 1n 3ny way ke 1 market required retura on commoen sqully, one must atlempf to

8 thal Pve never ssen lileraiure on thal Fes never sesn 2 sstimale what the consensut of Irventors belleve s

10 1t done In leeltmeny. I've hevar sean iLdone fora 10 dividend or asrnings growth e will be snd not what an

11 haaring. I'vs never, Isuppase, had the profesaicnal 11 Individual Invenior or anshysl.mey vee o form indlividual

12 molivation lo pe there. 12 Invealneni declsfons,

13 Q. Now, for purpossa of taiculating dvidend 43 A You musd vee what?

14 yield tor Amaren In this caes, | ballevs you vsed — did you " MS. OHELL: Could we e 17

13 une sin wosks of prices? 13 MR WOLAXE: Surs. Well, bl me -

1% A 1 calculated hwo separsis dividend ylelds. 1 THE WIYNESS: Acuslly, ! can —

17 ‘Wae'ra going 18 hawe 6 take 2 bredk hare [n 3 17 M, ONEILL: Canyou Iemermber?

18 minule. | don’t kaow If you want 1a do L Row of - 10 BY MRL WOLSKE

10 Qa Wiy don’t wa g0 that now? 19 Q. Howsever, for purposws of determining the

o (A BREAX WAR TAKEN ) 20 markat required Teturn on common equity, ons must atempi In
1 BY MA. WOLSH: 21 pstimale what the consemut of lnveriory belleve the

z Q. In your CAPM cxlcitations, you compuled a 22 dividend or ssrnings grewth rate will ba arvd nol what an

23 dividend yleld lor Amaren, | balleve, over —was 113 23 individual Invenior or snalyst may use lo torm Individust

24 ln-wraek perlod? 24 Invealmenl decislons.

F1 A In CAPM catculstions? 15 A Yos, | would agree wilh thal

e BRAGEATED COURLAEPATERS serrERESGATER SOURLASLORIERY
'SIII)IM-T!!I 'LIII)IJI-T'SH

1 a Yo 1 a Now, In your CA®M cateulations, you cakculamd
2 A No, i didnL 2 the rink-lrae rate Using 3n gverige of the yielf on the

3. Q. I'm aorry. For DCF. 1 wn-yenr reasuries and on J-yesr treasury bands. Dol

4 A Camract. 4 ynderyund that correctly?

L] a 1 gisnd corraciad. And thst war u slz-week 5 A Coamrect

% period ending — v tARt May of 20027 he MB4, page 1,1 q a And 1y thete 3 resson why you didn’l rely

7 guess. it poes [ram March 24ih, 2082 through May 3rd, 2002, T wsolsly on tn aversgs of Wer-ysas Unasurise of 3A Jverage of

] A Camrect. B AMeynar tessuries?

v Q Now, 18 there any renson thal you picked six 0 A In tha paat | had used axciuslvely 30ywar
10 wesks rather than u loager period, lika three months or oix 10 lreswuries, 30y est government bonds, and soms analysts
11 monthe? 11 sHfl da thal, 1n [Keraurs, the Las-year Iy gaining
12 A As [t states In rry teelUmony, the heory of 12 popularity because, No, 1, the gavernmant'a dolng waay Wwith
13 the DCF, that It 1y, In fact, 3pol dividand yleld. Tt 13 the M-year.
14 should ba the diidend yleld W11 you Can 3chisve 3z an 1® No, 2, the ten-year [ § whorier ¥me (rame,

15 and my balief Is thal Uwe market In penwral almply dowent

balleve thal a J0-ywer rate can be 35 appilcabis on a
riak-free rav. Thera's a cerialn amount of riek contained
within thal Aymbaer.

Sa e swlich primadly 1o the sverage was &
compromise. The othas declalan wouk! hkive been (o go only
1o the 17 and 1gn|;rt tha 30 Hgeyrer.

Q Sa tali guess your dechlon was whether 10
usa the 30 21 aRT

A Corrscl. And bacavee | hallyve there Are
1t some — wwll, | kivow W's & fact From reading and
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1 srticlen and Jurt Aranciyl ltermture, | know that there 1 carrect?
2 are st analysls nnd Investors aul that there are fooking 2 A Thet's vue.
3 pf the 30-year bond. 3 Q And Is there 2my —ts thare 8 partieulsr
L é Q. Bul do you {hink fhat thal might = thal might 4 aytherlly thalinstruciz you to us4 the 14l 83 opposed 1o
5 ragult In Inaccursw calculztiang dus (o Da fect Yot ke E the Income returne?
8 governmapnl s no langer salling J0-yasr borde? [} A Irs actually the difarant parspective on
7 A Well, obviously | ballevs inat Iy somewhalof 7 thal s, | have yel Lo rend an suthority that tellns me s
t 2 povntial or could be § potentizi botaune | chose k0 §  uea slmply the Income umil this cpse.
B avecage (hem rather Lhan faly only on the 30-yasr. ’ Q Okay. In D3 case, did you iearn of one?
10 [} And what [3 = a8 you vnderstend I whel hh 10 A Well, somabody quotsd — sometiody 1 know that
1f the Impacion 1he bond ylsld of the J0year, whal Iy the 1% thera was 2 quole From Brealey & Myers. Moran has » quats,
12 Impact of the Govamment's decizion i not by Issuing any 12 | belleve,
13 more byt merety 1o ba reliring the ones that are out there? 13 aQ Why o0’ 'wi Introduce anothar axhiblt just 1a
14 How dows Lhal aMect the yleid on e 307 14 round wut your lirary mhell. This is & page from Ibbaten
15 A 1 Just read samaihing sboul this. | belteve, 13 Azsocistes Valustian Editon 2001 Yearbook on Stocks, Bands,
18 i I'm remambering carrectly, thay 38id that 3ctualiy whsl 18 Biiiz and Inflavian. s page &8 of Ihal, pnd we will =
47 i happening (3 ke yleid on the 204 are going down bacause 1T Fm not wure Ovls (8 tha pages | want
10 they 3/ bacominpg mars scarce. As they bacome mars scarge. 1 (AUADETTE EXHIDIT NO. 2 WAS MARKED FOR
12 the Opmand (s galng up. the price i going up, which drives 18 IDENTIFICATION BY THE REPORTER)
28 the yleid down, 20 BY MR WOLSKI: .
1] Q. Again, har's solely a = thal'e sofaty v -1 21 Q. Al the battom of page 58, the paragraph on
23 wan't say selaly. ThoFus primarily the rsavit ol the facl 21 Income Fewrn Bayu, Anvother polnl lo keep In ming when
23 thal thay sren'y being tasued 3nymors &b thal there's fower 2 caltevlaling the wquity fiak premium Is thal the Incomes
24 of ihem cul Inere? Thals the 7esson ihwy'ns acerce ls the 24 retuen on the sppropriste hozos Wesbury 3CUrHy, rather
25 povarnment's molanges Issuing 30yesr bonds 3 2 than the Wl Isturn, s used In the celcvlation,
ASSOCIATED COURT REPORTERS AISOCIATED COURT REPORTER?S
JEFFERSON CITY » COLLIMBIA - ROLLA JEFFERIOQN CITY - COLUMBIA, - ROLLA
. runu-‘rau .LIBI)OSG-?SEH
\" K
1 A Yeu. 1 H gods through » desoniption of what the
2 Q. Okay. Now, you menloned Ibbotson, | baliave, 2 Incoms return Is and what the tota! radurm L, bul the last
3 and Brezisy & Myers In your testimony 38 being beo sources 3 wsenienca of tw paragraph om the Next paps conciuded, guole,
4  of = yutharitatve, nol W¥he authoritative, bul amoap the — 4 The tnoceme return s thyy Used In e aatimation of ihy
L] A Amuong the many suthorlatve. & equity risk pramium bacause | ripresanta the buly iekisse
[} Q = suthoriative. ' 4 pordon of the Meturn.
? " Cray. 7 Wat Uil something Bt you had net fsan
) Q And |'wan wondering, do yeu - do YOu Kgres 4 before?
¢ with tha Views of [bbowon and Bresiey & Wyers thal marks| ] A You,i have codd thal
10 riall premivms shaukd be calcuisiod uning srithmaec svarages 10 Q Ohkay.
11 Inglend ol gromaelric averegun? 1t ME. O'NEILL: b Urere 2 —Justao ihe
[} ] A 1 pueas the Mol dccul xte way lo anewer ths| 12 racord's compleis, ls this documeni, Ia there ke - ars
13 Iy that | am currantly In & siate of somewtal professionsl 13 thers pubsections s tis documsnl? Do you hava a whols
ti flux I've read articles and baen in dlscursions on bath 14 documaen| thal wa can look ut?
15 sidat of the Issue, arlthematic and geomeiric, Al this 13 MR, WOLSKI: 1dont have 2 whole documenl
18 polng, | have been Irying 1o taka in 8il the [aformation, 16 Lnatwe can 0ok 21. Wa probably can gal you one, You
AT iaifn 34 Moch ee | cen. 17 might even have R Inyour Hibrary.
1 Une! the 1tme that | fasd particulacly 18 M5, O'NEILL: W looke Hke IU's Chapler &
10 confident shiher sgraesing with lkboteon or whoever, I've 10 Do you know whet the Uile of Chagler 4 ls?
20 ted to taks & reizlively conservalve sppraach, | havent FL MA WOLSK): We can pal thal Sor you.
21 drastically reduced iha 7.3 percent Ibbotzon marke! premium, il MA. PFEIFENBERGER: The Vte Iy In tha upper
21 you know, In regarde 10 soms carta’n kind of averags. 22 comer,
\-v":u Q. In calculating the — In your CAPM n MR, WOLSKI: The Equity Risk Premium s the
14 cateutations, | bafleve you were looking at the tatal relum 24 chaplar,
23 on the Buasuries uad Aol the Incoms rtura; ls that 25 BY MR, WOLSK):
AT sereSRISSATER SOURLEE ONERS
,‘l Ve-TaNt &'Ellpln-‘!iﬂ
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1 Q. Ny, Burdatis, doos 1A3) ssam ~ does the 1 [+3 And you wouldn's happen 1o krow whal the
1 Ibbatson sxplanaticn nsam reasonable {0 you? te thersy 2 volalilty wes ovar the six-wesk period ending May 3rd, 2002
3 anything thal you would disagres WAL In WM paragrsph? 3 thalyeu laoked gt for the siock yisld?
3 4 A On Arst read. without further snatysls. 1 ¢ A ) de not.
\'" 3 don'i know thatl would agrae wilth sl of [t Ixbowon & Q. Is 1) your sinndard proctics 1o not = o taks
& maker note apeciBeaty Lhat they 2ssume thal the bond is 8 Jusi ane zpot prics for (ha Tradsury bond ylekd as sppossd
7  sold befars matucity, bul if you hold tha bond o psmrity, T o doing an aversge?
B your foal 1etum e rekivns, Once you've trveqted in the ] A Yeos.
¥ bond, If you held R and éo not asil iL, you nre golng W [} Q. And Is there & particular resson why yoi
10 gel m relurn of the lace valus of the bond. 10 wouldn do the aversge lie you did for the DCF analysis?
11 Ibbatean also dJous nol specifically apply this 1" A Mo.
12 materis] to ullides, 2nd \n many Anancisl resources and AH] Q Do you know i other analysta de averages of
13 publicalions uiliiey sre & differsnt enough animal thal 12 the Tressury bond yisid In ordaer o gel the figikfree
44 there 3re speciNc reforencen mada 1o differances in 14 number?
19 yulited, jJusttke with 3 & P. S0 yes, 3 have read this. 1% A T'vs frevar dpan et
1¢ a Excuse mu, Would ths differsrcas In 1he L] Q. Raally? DI you considar vaing =
AT uilitly make a ditterence for purposes of dalesvnining whal 7 A ThotEremembday. 1've haverl ssan (hat thatl
18 tha rsk<irea rate |u for tresyurivy now? 18 remember. | should —
1] A | hrvem't parformed 3 complels amatyth, | 19 Q Okay. 3o0you can’l remembaer evef having 3een
20 really don’l leel comforiabla genting inio the detaliy of — 20 thet?
21 into lhe detalis 0f thost. H A You,
n [« % Felr enpugh. Now, In your dermination of 2 Q You're nel aaying —
21 the matket riak premium, whal was the matirRy of the bonds 23 A Carretd. | canmol sver ryrrmbar nol having
24 that you used, do you know? 26 sVt bsan hay, no. Lel ma sepand jusl e decand. i ks —
25 A Spscifically, i do nol. | relled primarily on I3 Lanow for — | know What | have Lesn company-aponsarsd
CIAYED COURT REPORTERS ASEOCIATED COMRT REPOATERS
mrsnson C'IP' COLUM!IA «ROLLA JEFFERLOM C; “:cg:.uuau » ROLLA
1
-‘.-“.
1 the Poui numbers. | read the Ibbotsan chapwr, relfed 1 tesEmony over the course of sy hlalory ders, | have sesn
2 primoerily on what 18 thair guaerally, whail | have seen, 2 company-epansarsd teatmony 0hat has sl #ifesant Umen done
3 reproduced market premium. 3 moma things with the rlak-free rata. In general, far and
& Q. Okay. Now, ¢kl you use 3 shn-wesk 3varage In 4 wway what | hove seen (5 3 4pol rala uned for the risk-dree
§ order 10 get the T-hond yiaid, e Treasury bond visid B rate.
& rather far the CAPM analyaia? [ ] Q Did you conslder using forvcasiad band ylskd
7 A No, 7 poing lerwsrd, yay conssnsus forsceni?
[] o What did you use? Was lions day? ) A I have repd lleraturs on thal. | did not do
[ A | unad Valusline's rate, you, 83 prossnied In 8 that,
10 Valvelins. 10 Q Now, wader your criteria for safeciing sampin
" Q. Was thers Ry resvon whry you wouldn't uss the 11 compenisn, you cameg up Wi, | grens I wap five companies,
17 same approach a8 pou gid with the DCF yleld and took at 12 correct?
13 movara! spaks? 1 A Yea.
" A Is thare & reason? No. 1* Q And were you surprised thal Ure Nve companiex
13 Q. S0 would N have bean —In the use of Just 1S In your sempix wara differeni than the campanise that ware
11 the apat price of ane day mors prons 19 & paricular 19 in Mr. Blbh's sample?
17 warlslion of Uading on thy! duy 30 thit ptPa—— averags w A No.
18 might hxve glven 3 mara ullnb-ll numbar? 18 Q. s et common bel you would have = In
19 A | dom’t know that | ceuld categoriag Il 4 18 vrying (o pUl WQMNer 3 group of Parable ¢ lew,
20 mors ratlable. K would ghve you » dieremt numbar, In 20 there woukf be Ao overiap Batween diNarent stalyste’
21 genorel you see lesy Nuctustions n bond ylalds than you do 11 selection of comparable companies?
22 in the siock market 3¢ | don bellevs you profahly woauld v 4 A Fve snperienced every sutreme. ['ve Rled
.\,_f 23 be losiing &t wying to Hd yeciraelf of 38 much velalility, 2 ualimony that used sxuclly Lhe name group &8 Mnather
24 [+ } Bui Lhere alill would be soma volaillity? 24 mnnlyriin the coae. "va Aled WweBmanmy thal used oche o
25 A {wauld axpuma. 25 Tero or Pane,
o R MR RS seseESIEEIATER SRUSTAET OIS
TP D062 156 14 635 5855 35% P.@6
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Qa Was there any parl of the criterla that
Mr. Bible unsd 12 aelect iy sample companles thal you

balieved was nol spproprisie?
A Twoukin't — | don’l balleve | would phrase

i belleva ln appropriate.
Q. Ckay. lv thets anything thal he did, Uy Thers
some portion of the criterls Lhat be Laed lo aelect sIMpls

1

2

3

4

$ Itssudging kit Inzppropriste @3 much as sickdng to whai

L]

\J

L}

2 companien thal you beileve your approach (s more sppropriate

Ll T N I T

A, Years 390, | maan WIking ssvan yosrs ngo, no
Ruciear sparations of maiching Aucisar cparations was 3
standyrd ceiturle thal | used for selection of comparable
tompaniss. As tw indusuy has changed, se thers have heen
mergers and acquisitons snd reformetions, e very hard to
Imcluds et 29 & critpris anymara.

Q 80 Wa no [oager that 1igntfcant, | guess?

A s mot a8 significant 3o 1t han bewee. 1|
Is — wall, 1 guess Iy nod on my lsg, sa | judged lLto

10 than? 10 be nol significant epough.

" A, | dam’l romember the apu:illel of hix 1 Q How shoul whether ot fiot 5 ulitlty has Fued

12 sslectlon crileria, 8o | can't answer that right now, 12 adjusiment clauscs, would !hal pese more or Lass Investrment
13 Q. Cn page 5 of your lesimony, 2 lins 11, you 13 sk than a company that dida't have « fus] adjustment

14 emplainwhy you uned proxy groupk In your analysis? 14 clause? )

1 A Yoo 18 A in genargl, that ki nol been & constdsretion.
14 Q, And your rasponse wis, 3econd senlance in your if18 hm somsthing the! | attempt ko chack on, if [ end up

17 response, ! wan (o ask you abayl, Il can vigo provide 3 17 with s miK Five pol two of three companiss with and Ten

14 embothing sffectin calculstians thal might be affected by 118 of thres companies witheut, then Fll us s thoss campantey,

19 aberrations in the financlal or market Infarmatton for a2 1% pilof them. )

20 singla compsny. J20 Q Nowr, ohe of your sample eriterion, [ heflave,
1] And how many — how many simpls companles 21 was N3l the CAmMpIny not be Ia Misaourl; ls that correct?

21 would you hesd in ovtiar o properly gel x smoolh|ng sffect = A, CorrecL

23 of the abar/Ltone, the potenntal aberrations? ) Q. And what lr the purpoes buhind thaet criter/on?
24 A I'va never iiled with iose thdA three, | feel 4 A Wall, the bzt werd ha elrcutarity, which Is

26 much more comiornable with al least flve, Ona keajc facl 26 ilyou've —  you're before u cammissian loing fof 3

err BRSSOV BEPORIERY RIS R
BIANIN-T351

t  sboul reguisiory rats of return sralysh oyer the pasl few 1 nuling and the only evid you'rs pr g before that

2 yenra, 32 with mergers and aCquisiiions and indusiry 2 commizsion Is Daded an other rullaga thal thet commisalen

3 changes, It's much hardar 1o come up with comparables. 30 3 hag pastermed, then you're poing 1o cycle yourssil slther up

4 N3 halancing set batwesn milntalning your erlleria with 4 o down.

E wwandurd thatyou ballave Is appropriats amd nol lasaening 5 30 clreularity would be the rapson. Don

& your eriteris, but of the yamp ima you wanl to be syre to 4 prevent — donL aven et yourseM up from the veary

T copture snough campanies thal you feel Ife reasonabls. T beginning of 2 patential prodiem with # comminsion

] 1 donY have a numbar. N t's three, | feel 4 compounding posiByely or negativeiy past decllone thet

o Nhelwhhlhnd more. [/ have ot lexsl five, [ usually A they'ws madg. )

10 teg! ke 'm In 2 goad balipark 13 =N But your rale of retum calcutation yltdmulsly
1 Q Approximptely how many Umes have you Rled 11 wit hased on Ameryn's opersions, wapn'y L and Ameren b

12 rate of relwm Ienlmony In casas bufors the Cammission, do 12 pbviousty locatsd in Minsourl, len' thata bitof g

13 you know? +3 problam?

t A f'vo got 21 casen lleved In responns lo the, 4% A Nao, Because clrcytarity Is sh lssus with praxy
15 DR Soms of thoes other Casna, auch ay mergsse er complaint 15 companles. The Migzour Puble Eervice Commiaafon bs

18 canes, would alse probabdly heve included game s0ri of cost 10 wetiing rates for AmarenUE. | bellevs N's relsvan] Lo ook

1T of capitaf of rabsrn on sgulty snabysie. 3o F'd say 2010 17 at Anancll informathon thal's avallably for the company In

18 25 timyes, 10 guesiion.

1% a And do you know how many §mes you used » 19 @ Bul woukin' Ove thveston’ sapscwiions be
20 comparable group of thras campaniss or lewer? 20 Formed 10 part by whal ales they sxpacied the Missousi
n A Never fewar. Unlng ) pomparsbile group of 11 Publie Sarvics Comnmission 1o aaf?
22 thies, | mean guess, I'd g2y mayba tae or three. FL] A That's why | usa a proauy graup.
2 Q. Inyour opinfon, would & UrdHly Bl had F ) a I thers any other problem of eircylerity that
24 nuclear gensraiing oparadans be more of a Aaky Investment 24 could treap inio the analysla Wyou're only looking st
39 or [ess of & tiaky Invesiman! than oae Tl dida? 35 olber regulamd ukilfes 7 What If 3t the reguiatory In

o R SR serr ISR SR 8T O
L.ll
Je-21-2082 13:26 314 6356 3055 35% P.a7
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1 the county wars providing rates of rslum that were very 1 (A BREAK WAS TAKEN.}
2 low compered to what Aonreguleted companies werq pefiing, 2 BY MR WOLSN:
3 wauld that —would you have 3 simlisr clreylanty probiem k) Q Jusi e few mors quesiione, Mare,
4 ornot? L) A You,
8 A 1£ 1 evar sorw any Indicatinn thal thers was 1 a On p2pe 28 of pour testimony, Appendix D, we
% any worl of consenaus among wiate reguissors tnths lossy, ! Gilked sbout this bufors. The lest semtence, you say here,
T than \Aat mighl bis & concern, but 2t yeu have lo do [9 read 7 VNIl Invasion Inwrests {profabiliity) xre certalnty
8 one or lwo newnietera thai dwiineale whal the diferant ¥ pertinant w setiing adequam uiiiy rams, tose Inwreste
2 states are dolng and N's sbvious that H yay putl a 9 do not exhausl Me reievant oonsidergtions,
10 selection ftom different sisles you'rs going 1o gel 10 1 was wondering what other relevant
11 different regulalory srvironments, dlfferent commiaaton 11 canaldersiione you might think thal thare ars [n salting
12 leanings, Republicans, Democrals, you hnow, high, low. 11 adequate yUity (aies. | gtarss In partlcolar you're
1 Bo no, [ don't bellevs thal valng othar 13 talking hers 3bout the Hops and Permisn Basin rale cases.
14 regulated utilltiss Iy » clrcularity problem. 14 Is thers any other infersaty thal you remember are supposed
18 a Would you heppsn 10 kaaw how Lhe rais of 15 1w be relevani conaid watharm?
12 return recommended by the 3laH In iMe case compares wilh " A Page 38, F, $ and T 38y that, While Investar
17 rates of relurmn that hawe basn spproved by other cemminsions 1T intersets or proMability ate cartalnly pertinem 10
18 recantly in othat dites? 1§ asting sdequnte Wiiity reten, thess Intaranin, which means
m A Spectfcally, ine only Infarmedon | weuld 19 the Invesion” Inkrests, do nol sxhaust the refavant
20 have on that Is whal wan praseniad In company betlmony, 20 conalderations, which says 1o ma thery ary other
21 which | woyid Lake with a bit of & geain of salt having mot 2% considerations. Thars ars just snd reasenabls rates. These
21 had = having ROt have performed my own snalysls of that 21 would ba the fact 1Ml & reguisied W is val gusrsniesd o
23 q. Based on the comparabls companiss thal you 21 ewen inaule the ongoing stablifty of the company.
24 lockwd 3 1 tonfirm the DCF 3nalysls you did on Ameren, 24 Iguens | s9¢ this ax & ststament that i1 s
25 whal would yau ssy wouslid be tha uppet end of upper bound of 15 nol simply the sharsholders and thedr weatin that is 18 da
RS ST sereRIBTATEP COUETAEP ONERD
faseserssd
f uresscnablensse range of return on squity for Amwen? And 1 consldered. There ate olher perties,
1 1know that you pave your recommendation, but 't pasgibls ] Q Weuld the eMclency of s Wiy be 3
3 that—=is [t poasible that 3 highet AUMbAr than whal yeu 3 considerslion, s relevant conskiersflon?
4 ret ded coukd be ble? 4 A EMclency would b 3 corslderyyan In e
3 A Cf course not. 1 mapn, you'rs kot going ko G avase that|f u utility Iy sbie 0 Incresse s Miciancy
€ get mae 10 oll hers and say that I could have recommended o 8 Selueeen reie caoes, Bon regulrory Lag would enatile tham Lo
T highar number 3nd that wauld have been Just 3¢ resse=able. T Qamer excess profits unkl a rete cave was fled.
¢ I'm nol golng o agres W thal | made 2 recommendation [ ] qQ Sa then In thal formulation one of the rvasons
8 that | belleve way reasonubis based on tha analysis thar! 9 for 1 raws exte would be ko fecaphure Ine guing thal were
10 parformed, 10 accomplished through sMclncy or distribots hose galns to
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21 accountanil In OPC could have 3 pasifon [0 # casa Bt 2% A T balloww | would — [ would pul that Into the
22 certain couls were imprudant Thet would be an lasys for 22 tap of the Comminaion. As & Bnanclal analyrt far Offics of
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10 considers mansgement sWiclency, things like thm. 10 yeu o7 no o thal |l hen besn my sepertence thatcompanies
1 In terma of crunching numbaers, | do noi have 11 like progrumas that afiow thern L0 maks more monay, but that
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15 3pproptiaie with whatl found o bre the risk and returns of 15
18 other companies ih the trdustry. 1"
57 Onoe 'm comfortsia with the retum lavel 17
18 thatV'm recommending =e reysonable, then Jumt se | saye It 10
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