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Union Electric Company d/b/a Ameren Missouri 
FILE NO. ER-2011-0028 

List of Schedules 

Description of Schedule 

List of Schedules 
.J 

Federal Reserve Discount Rate and Federal Reserve Funds Rate Changes 
Graph of Federal Reserve Discount Rates and Federal Funds Rates 
Rate of Inflation 
Graph ofRate of Inflation 
Average Yields on Public Utility Bonds 
Average Yields on Thirty-Year U.S. Treasury Bonds 
Graph of Average Yields on Public Utility Bonds and Thirty­
Year U.S. Treasury Bonds 
Graph of Monthly Spreads Between Yields on Public Utility 
Bonds and Thirty-Year U.S. Treasury Bonds 
Moody's Baa Corporate Bond Yields 
Historical Consolidated Capital Structure for Union Electric Company (in Dollars) 
Historical Consolidated Capital Structure for Union Electric Company (in Percentages) 
Capital Structure as of March 31,2010 for Union Electric Company 
Criteria for Selecting Comparable Electric Utility Companies 
Comparable Electric Utility Companies for Union Electric Company. 
Ten-Year Dividends Per Share, Earnings Per Share &-Book Value Per Share Growth Rates 
for the Comparable Electric Utility Companies 
Five-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates 
for the Comparable Electric Utility Companies 
Five-Year Projected Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates 
for the Comparable Electric Utility Companies 
Historical and Projected Growth Rates for the Comparable Electric Utility Companies 
Average High I Low Stock Price for October 2010 through December 2010 
for the Comparable Electric Utility Companies 
Constant-Growth Discount Cash Flow (DCF) Estimated Costs of Common Equity for the Comparable 
Electric Utility Companies 
Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity 
for the Compurable Electric Utility Companies, Growth in Perpetuity of3.00% 
Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity 
for the Comparable Electric Utility Companies, Growth in Perpetuity of3.50% 
Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity 
for the Comparable Electric Utility Companies, Growth in Perpetuity of 4.00% 
Centnll Region Electric Utility Proxy Group EPS Ten year Compound Growth Rate 
Averages (1968-1999) 
Centnll Region Electric Utility Proxy Group DPS Ten year Compound Growth Rate 
Averages ( 1968-1999) 
Central Region Electric Utility Proxy Group BVPS Ten year Compound Growth Rate 
Averages ( 1968-1999) 
Central Region Electric Utility Proxy Groupy DPS. EPS, BVPS & GDP Ten Year 
Compound Growth Rate Averages (1968-1999) 
Electric Utility DPS, EPS, BVPS & GDP Ten Year Compound Growth Rate Averages (1948-1998) 
Capital Asset Pricing Model (CAPM) Costs of Common Equity Estimates 
Based on Historical Return Differences Between Conunon Stocks and Long-Term U.S. Treasuries 
for the Comparable Electric Utility Companies 
Weighted Cost of Capital as of March 31, 2010 for Union Electric Company 

SCHEDULE 1 



I 
I Union Electric Company d/b/a Ameren Missouri 

FILE NO. ER-2011-0028 

I 
Federal Reserve Discount Rate Changes and Federal Reserve Funds Rate Changes 

Federal Reserve Federal Reserve Federal Reserve Federal Reserve 

I 
Date Discount Rate Funds Rate 

06/30/99 4.50% 5.00% 
12131/83 8.50% 08/24/99 4.75% 5.25% 
04/09/84 9.00% 

I 
11/21/84 8.50% 

8.00% 03/21/00 5.50% 6.00% 
7.50% 05/19/00 6.00% 6.50% 
7.00% 01/03101 5.75% 6.00% 

04/21/86 6.50% 01/04/01 5.50% 6.00% 

I 07/11/86 6.00% 01/31/01 5.00% 5.50% 
03/20/01 4.50% 5.00% 
04/18/01 4.00% 4.50% 
05/15/01 3.50% 4.00% 

I 
06/27/01 3.25% 3.75% 

8.00% 08/21101 3.00% 3.50% 
10/29/90 7.75% 09/17/01 2.50% 3.00% 
11113/90 7.50% 10/02101 2.00% 2.50% 
12/07/90 7.25% 11106/01 1.50% 2.00% 

I 12/18/90 7.00% 
12/19/90 6.50% 
01109/91 6.75% 
02/01191 6.00% 6.25% 

I 03/08/91 6.00% 
04/30/91 5.50% 5.75% 08/10/04 2.50% 1.50% 
08/06/91 5.50% 09/21104 2.75% 1.75% 
09/13/91 5.00% 5.25% 11110/04 3.00% 2.00% 

I 
10/31191 5.00% 12/14/04 3.25% 2.25% 
11106/91 4.50% 4.75% 02/02/05 3.50% 2.50% 
12/06/91 4.50% 03/22/05 3.75% 2.75% 
12/20/91 3.50% 4.00% 05/03/05 4.00% 3.00% 
04/09/92 3.75% 06/30/05 4.25% 3.25% 

I 07/02/92 3.00% 3.25% 08109/05 4.50% 3.50% 
09/04/92 3.00% 09/20/05 4.75% 3.75% 
01101193 11101105 5.00% 4.00% 
12/31193 No Chanaes No Changes 12/13/05 5.25% 4.25% 

I 

I 02/04/94 3.25% 01131106 5.50% 4.50% 
03/22/94 3.50% 03/28/06 5.75% 4.75% 
04/18/94 3.75% 05/10/06 6.00% 5.00% 
05/17/94 3.50% 4.25% 06/29/06 6.25% 5.25% ,, 08/16/94 4.00% 4.75% 08/17/07 5.75% 5.25% 
11/15/94 4.75% 5.50% 09118/07 5.25% 4.75% 
02/01195 5.25% 6.00% 10/31107 5.00% 4.50% 
07/06/95 5.75% 12/11107 4.75% 4.25% 

I 
12/19/95 5.50% 01122/08 4.00% 3.50% 
01131196 5.00% 5.25% 01130/08 3.50% 3.00% 
03/25/97 5.50% 03116/08 3.25% 
12/12/97 5.00% 03118/08 2.50% 2.25% 
01109/98 5.00% 04/30/08 2.25% 2.00% 

I 03106/98 5.00% 10/08/08 1.75% 1.50% 
09/29/98 5.25% 10/28/08 1.25% 1.00% 
10115/98 4.75% 5.00% 12/30/08 0.50% 0%-0.25% 
11117/98 4.50% 4.75% 02/19/10 0.75% 

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

I Source: 
Federal Reserve Discount rate htt~r//w.vw.nemQrl<f~.org/markets/statill!~~/~l~ratestfedrate.html 
Federal Reserve Funds rate h!lg:/lwww.ne~orkfed.org{mS~rketsl:l!tatisticsldlyrate§lfeQ[2le.html 

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

I 
SCHEDULE 2-1 
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MolY ear 

Jan 1980 
Feb 

Me' 
Ap' 
M•y 
Juo 

Jul 

Aug 

S•p 
Dol 

No' 
D" 
Jan 1981 
Feb 
Mru 
Ap' 
M•y 
Juo 
Jut 
Aug 
Sep 
Dol 

·~ Deo 
Jan 1982 
Feb 

M" 
Ap' 
M•y 
Juo 
Jut 
Aug s., 
Oct 

·~ Doc 
Jan 1983 
Feb 

M" 
Ap' 
M•y 
Juo 
Jul 
Aug 
Sop 
Oct 

·~ Doc 

Rate(%) 
13.90 
14.20 
14.80 
14.70 
14.40 
14.40 

13.10 

12.90 

12.60 

12.80 

12.60 
12.50 
11.80 
11.40 
10.50 
10.00 
9,80 
9.60 

10.80 
10.80 
11.00 
10.10 
9.60 
8.90 
8.40 
7.60 
6,80 
6.50 
6.70 
7.10 
6.40 
5.90 
5.00 
5.10 
4.60 
3.60 
3.70 
3.50 
3.60 
3.90 
3.50 
2.60 
2.50 
2.60 
2.90 
2.90 
3.30 
3.80 

McNear 
Jan 1984 
F•b 

Mo' 
Ap' 
M•y 
Juo 

Jut 

Aug 
Sop 

Oct 

"" Doc 
Jan 1985 
Fob 

M" 
Ap' 
M•y 
Juo 
Jut 
Aug 
S•p 
Dol 

"" Doc 
Jan 1986 
Fob 
Mru 
Ap' 
May 
Juo 
Jut 
Aug 
Sop 
Dot 

"" Doc 
Jan 1987 
Feb 

Ma' 
Ap' 
May 
Juo 
Jut 
Aug 
Sop 
Oct 

"" Doc 

Rate(%) 
4.20 
4.60 
4.80 
4.60 
4.20 
4.20 

4.20 

4.30 

4.30 

4.30 

4.10 

3,90 
3.50 
3.50 
3.70 
3.70 
3.80 
3.80 
3.60 
3.30 
3.10 
3.20 
3.50 
3.80 
3.90 
3.10 
2.30 
1.60 
1.50 
1.80 
1.60 
1.60 
1.80 
1.50 
1.30 
1.10 
1.50 
2.10 
3.00 
3.60 

'3.90 
3.70 
3.90 
4.30 
4.40 
4.50 
4.50 
4.4D 

MolY ear 
Jan 1988 
Feb 
Mru 
Ap' 
May 
Juo 

Jut 

Aug 

Sep 
Dol 

"" Oeo 
Jan 1989 
F•b 
Mru 
Ap, 

M•y 
Juo 
Jut 
Aug 
Sep 
Dol 

"" Deo 
Jan 1990 
F•b 

M" 
Ap' 
May 
Juo 
Jut 
Aug 
5ep 
Dd 
No' 
Doc 
Jan 1991 
Feb 

M" 
Ap' 
M•y 
Juo 
Jut 
Aug 
S•p 
Ool 

"" Deo 

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

Rate of Inflation 

Rate(%) ~ 
4.00 Jan 1992 

Rate(%) ~ 
2.60 Jan 1996 

Rata(%) ~ 
2.70 Jan 2000 

3.90 Feb 2.80 Feb 2.70 Feb 
3.90 Mar 3.20 Mar 2.80 Mar 
3.90 Apr 3.20 Apr 2.90 Apr 
3.90 May 3.00 May 2.90 May 
4 00 Jun 3.10 Jun 2.80 Jun 

4.10 Jut 3.20 Jut 3.00 Jut 

4 oo Aug 3.10 Aug 2.90 Aug 

4 20 Sap 3.00 Sep 3.00 Sap 

4 20 Oct 3.20 Oct 3.00 Oct 

4 20 Nov 300 Nov 3.30 Nov 

4.40 Dec 2.90 Dec 3.30 Dec 

4.70 Jan 1993 3.30 Jan 1997 3.00 Jan 2001 

4 80 Feb 3.20 Feb 3.00 Feb 
5 00 Mar 3.10 Mar 2.80 M& 

5.10 Apr 3.20 Apr 2.50 Apr 
5.40 May 3.20 May 2.20 May 

5 20 Jun 3.00 Jun 2.30 Jun 
5 00 Jut 2.80 Jut 2.20 Jut 
4.70 Aug 2.80 Aug 2.20 Aug 

4 30 Sep 2.70 Sap 2.20 Sap 
450 Oct 2.80 Oct 2.10 Oct 

4.70 Nov 2.70 Nov 1.80 Nov 
4 60 Dec 2.70 Dec 1.70 Dec 
5 20 Jan 1994 2.50 Jan 1998 1.60 Jan 2002 
5 30 Feb 2.50 Feb 1.40 Feb 

5 20 Mar 2.50 Mar 1.40 Mar 

4.70 Apr 2.40 Apr 1.40 Apr 

4.40 May 2.30 May 1.70 May 

4.70 Jun 2.50 Jun 1.70 Jun 

4 80 Jut 2.90 Jut 1.70 Jut 

5 60 Aug 3.00 Aug 1.60 Aug 

6 20 Sap 2.60 Sap 1.50 Sep 

6 30 Oct 2.70 Oct 1.50 Oct 

6 30 Nov 2.70 Nov 1.50 Nov 

6.10 Dec 2.80 Dec 1.60 Dec 
5.70 Jan 1995 2.90 Jan 1999 1.70 Jan 2003 

5 30 Feb 2.90 Feb 1.60 Feb 

4 90 Mar 3.10 Mar 1.70 Mer 

4 90 Apr 2.40 Apr 2.30 Apr 

5 00 May 3.20 May 2.10 May 

4.70 Jun 3.00 Jun 2.00 Jun 

4.40 Jut 2.80 Jut 2.10 Jut 

3 80 Aug 2.60 Aug 2.30 Aug 

3.40 Sap 2.50 Sap 2.60 Sap 

2 90 Oct 2.80 Oct 2.60 Oct 

300 Nov 2.60 Nov 2.60 Nov 
3.10 Dec 2.50 Dec 2.70 Dec 

Source: U.S. Dept of LebO(, Bureau of labor Statistics, Consumer Price lnde)( -All Urban Consumers, 

Change for 12-Monlh Period, Bureau of labor Statistics, 

http·l!www.bls.qoyfschedulelarchives/cpi nr htm 

Rate(%) Mo!Vear 
2.70 Jan 2004 
3.20 Feb 
3.70 Mar 
3.00 Apr 
3.20 May 
3.70 Jun 

3.70 Jut 
3.40 Aug 

3.50 Sap 

3.40 Oct 
3.40 Nov 

3.40 Dec 
3.70 Jan 2005 
3.50 Feb 
2.90 Mar 
3.30 Apr 
3.60 May 
3.20 Jun 
2.70 Jul 
2.70 Aug 
2.60 Sap 
2.10 Oct 
1.90 Nov 
1.60 Dec 
1.10 Jan 2006 
1.10 Feb 
1.50 Mar 
1.60 Apr 
1.20 May 
1.10 June 
1.50 July 
1.80 Aug 
1.50 Sap 
2.00 Oct 
2.20 Nov 
2.40 Dec 
2.60 Jan 2007 
3.00 Feb 
3.00 Mar 
2.20 Apr 
2.10 May 
2.10 Jun 
2.10 Jut 
2.20 Aug 
2.30 Sap 
2.00 Oct 
1.60 Nov 
1.90 Dec 

- IIIIa 

Rata(%) ~ 
1. 90 Jan 2008 
1.70 Feb 
1.70 Mar 
2.30 Apr 
3.10 May 
3.30 Jun 
3.00 Jut 

2.70 Aug 

2.50 Sap 

3.30 Oct 
3.50 Nov 

3.30 Dec 
3.00 Jan 2009 
3.00 Feb 
3.10 Mar 
3.50 Apr 
2.80 May 
2.50 Jun 
3.20 Jut 
3.60 Aug 
4.70 Sap 
4.30 Oct 
3.50 Nov 
3.40 Dec 
4.00 Jan 2010 
3.60 Feb 
3.40 Mer 
3.50 April 
4.20 May 
4.30 June 
4.10 July 
3.80 August 
2.10 September 
1.30 Oct 
2.00 Nov 
2.50 Dec 
2.10 
2.40 
2.80 
2.60 
2.70 
2.70 
2.40 
2.00 
2.80 
3.50 
4.30 
4.10 

... 
Rate (0-'o) 

4.30 
4.00 
4.00 
3.90 
4.20 
5.00 

5.60 

5.40 

4.90 
3.70 

1.10 

0.10 
0.00 
0.20 

-0.40 
-0.70 
-1.28 
-1.40 
-2.10 
-1.50 
-1.30 
-0.20 
1.80 
2.70 
2.60 
2.10 
2.30 
2.20 
2.00 
1.10 
1.20 
1.10 
1.10 
1.20 
1.10 
1.50 

-

SCHEDULE 3-1 

-
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m c 
c: 
r;; ... 
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- -
Mof't'ear 

""J8ri19Bo 
Feb 

M" 
Ap' 
May 

'"" '"I 
A"l! 
Sap 
Dol 

No. 
Dec 

Jan 1981 

Feb 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
Sap 

Dol 

No. 
Dec 

Jan 1982 

Feb 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
Sap 

Dol 

No. 
Dec 

Jan 1983 

Feb 

M" 
Ap' 
M•y 

'"" '"I 
'"' Sap 

Dol 

No. 
Dec 

Sources· 

-
Rate(%) 

12.12 
13.48 
14.33 
13.50 
12.17 
11.87 
12.12 
12.82 
13.29 
13.53 
14.07 

14.48 
14.22 

14.84 

14.86 
15.32 
15.84 

15.27 
15.87 

16.33 

16.89 

16.76 
15.50 

15.77 
16.73 

16.72 
16.07 
15.82 
15.80 

16.18 
16.04 

15.22 

14.56 
13.88 

13.58 

13.55 

13.46 

-
MoNear 

Tan"198'4 
Feb 

M" 
Ap' 
M•y 

J"" 
J"l 
A"O 
Sap 
Dol 

No. 
Dec 

Jan 1985 

Feb 

M" 
Ap' 
May. 

J"" 

'"I 
A"O 
Sap 

Ool 

No. 
Deo 

Jan 1986 

Feb 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sop 

Ool 

No. 
D" 
Jan 1987 

13.60 Feb 

13.28 Mar 
13.03 Apr 
13.00 May 

13.17 Jun 

13.28 Jul 

13.50 Aug 

13.35 Sap 
13.19 Oct 

13.33 Nov 
13.48 Dec 

., 
Rata(%) 

13.40 
13.50 
14.03 
14.30 
14.95 
15.16 
14.92 
14.29 
14.04 
13.68 
13.15 

12.96 

12.88 

13.00 

13.66 

13.42 
12.89 

11.91 
11.88 

11.93 
11.95 

11.84 

11.33 
10.82 

10.66 

10.16 

9,33 
9,02 

9.52 

9.51 
9.19 

9.15 

9.42 
9.39 

9.15 
8,96 

8.77 

8.81 

8.75 

9.30 
9.82 
9.87 

10.01 

10.33 

11.00 

11.32 

10.82 

10.99 

-
MolY ear 

Jan 1988 
Feb 

M" 
Ap' 
Moy 

'"" '"I Aug 
Sap 
Dol 

No. 
Doo 
Jan 1989 

Feb 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sap 

Del 

No' 
D" 
Jan 1990 

Fob 

M" 
AP' 

"" '"" '"' A"g 
Sop 

Dol 

No' 
Deo 

Jan 1991 

Feb 

"" Ap' 
May 

'"" '"I 
Aug 
Sop 

Dol 

No' 
Deo 

- - - - -
Union Electric Company d/bla Ameren Missouri 

File No. ER-2011.0028 

Average Yields on Public Utility Bonds 

Rate(%) 
10.75 
10.11 
10.11 
10.53 
10.75 
10.71 
1096 
11.09 
10 56 
9.92 
9.89 

10.02 
10 02 

10.02 

10.16 

10.14 
9.92 

9.49 
9.34 

9.37 

9.43 

9.37 
9.33 

9.31 
9.44 

9.66 

9.75 
9.87 

9.89 

9.69 
9.66 

9.84 
10.01 

9.94 

9.76 

9.57 

9.56 

MolY ear 
Jan 1992 
Fob 

"" Ap' 
May 

'"" '"I 
A"g 
Sop 
Dol 

No' 
Doo 
Jan 1993 

Fob 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sap 

Dol 

No' 
Deo 

Jan 1994 

Feb 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sop 

Dol 

No' 
Doc 

Jan 1995 

9.31 Feb 

9.39 Mar 

9.30 Apr 
9.29 May 

9.44 Jun 

9.40 Jul 

9.16 Aug 

9.03 Sap 
8.99 Oct 

8.93 Nov 

8.76 Dec 

Rate(%) 
6.67 
8.77 
8.84 
6.79 
8.72 
8.64 
8.48 
8.34 
8.32 
8.44 
8.53 

8.38 

8.23 

6.00 

7.85 

7.76 
7.78 

7.68 

7.53 

7.21 
7.01 

6.99 

7.30 
7.33 

7.31 

7.44 

7.83 

8.20 
8.32 

8.31 
8.47 

8.41 

8.65 

8.86 

9.00 

8.79 

8.77 

MolY ear 
Jan 1996 
Feb 

M" 
Ap' 
May 
Juo 
J~ 

A"g 
Sap 
Ool 

No' 
Deo 

Jan 1997 

Fob 

"" Ap' 
May 

'"" '"I 
A"g 
Sop 

Dol 
No' 
Deo 

Jan 1998 

Feb 

M" 
Ap' 
May 

'"" Jut 

A"g 
Sop 

Ool 

No' 
D" 
Jan 1999 

8.56 Feb 

8.41 Mar 

8.30 Apr 
7.93 May 

7.62 Jun 

7.73 Jut 

7.86 Aug 

7.62 Sap 
7.46 Oct 

7.40 Nov 

7.21 Dec 

Rete(%) 
7.20 
7.37 
7.72 
7.88 
7.99 
8.07 
8.02 
7.84 
8.01 
7.76 

7.48 

7.58 
7.79 

7.68 

7.92 

8.08 

7.94 

7.77 

7.52 
7.57 

7.50 

7.37 
7.24 

7.16 
7.03 

7.09 

7.13 
7.12 

7.11 

6.99 
6.99 

6.96 

6.88 

6.86 

6.96 

6.84 

6.67 

MolY ear 
Tari2000 
Fob 

M" 
Ap' 
May 

'"" '"I 
A"9 
Sop 
Ool 

No' 
D" 
Jan 2001 

Fob 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sop 

Ooi 

No' 
D" 
Jan 2002 

Fob 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sop 

Ool 

No' 

D" 
Jan 2003 

7.00 Feb 

7.18 Mar 

7.16 Apr 
7.42 May 

7.70 Jun 

7.66 Jut 

7.86 Aug 

7.87 Sep 
8.02 Oct 

7.86 Nov 

8.04 Dec 

Margent Bond Record (January 1980 through November 2010); BondsOnUne (December 2010) 

., 
Rata(%) 

8.22 
8.10 
8.14 
8.14 
8.55 
8.22 
8.17 
8.05 
8.16 
8.08 
8.03 

7.79 

7.78 

7.69 

7.59 

7.61 
7.88 

7.75 

7.71 

7.57 

7.73 

7.64 
7.61 
7.86 

7.69 

7.62 
7.83 

7.74 
7.76 

7.67 
7.54 

7.34 

7.23 

7.43 

7.31 
7.20 

7.13 

.. 
MolY ear 

Tari2004 
Feb 

M" 
Ap' 
Moy 

'"" Jul 
A"g 
Sop 
Dol 

No' 
Deo 

Jan 2005 

Feb 

M" 
AP' 
M•y 

J"" 

'"I 
A"9 
Sop 

Dol 

No' 
D" 
Jan 2006 

Fob 

M" 
AP' 
May 

June 

July 

'"' Sap 

Oct 

No' 
Doo 

Jan 2007 

6.92 Feb 

6.80 Mar 

6 68 Apr 
6.35 May 

6.21 June 

6.54 July 

6.76 Aug 

6.58 Sap 
6 50 Oct 

6.44 Nov 

6.36 Dec 

-
Rate(%) 

623 
6.17 
6D1 
638 
668 
653 
634 
6.18 
601 
595 

597 

593 

580 
5 64 

586 
5.72 
5 60 
539 

550 
551 
554 
5.79 

568 
583 
5.77 

583 

598 
628 

639 

639 
637 
620 

603 

601 
582 
583 

596 

591 

587 
601 
603 

634 

626 

626 

624 

6.17 

604 

623 

-
MolY ear 

Jan 2008 
Fob 

"" Ap' 
Moy 

'"" '"I 
A"g 
S•p 
Ool 

No. 
D" 
Jan 2009 

F•b 

M" 
Ap' 
May 

June 

July 

A"g 
SOp 
Ool 

No. 
D" 
Jan 2010 

Fob 

M" 
Ap' 
Moy 

June 

July 

A"g 
S•p 

Dol 

No' 
D" 

-
Rata(%) 

608 
6.28 
6.29 
6.36 
6.38 
650 
650 
6.48 
659 
7.70 
78D 
687 
6.77 

6.72 

6.85 

6.90 
6.83 

6.54 
6.15 

5.80 

5.60 

5.64 

5.71 
5.86 

583 

5.94 

5.90 

5.87 
5.59 

5.55 

5.39 

5.10 

5.10 

5.20 

5.45 

5.61 

-

SCHEDULE 4-1 

-
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MolY ear 

JBri1'9i30 
Fab 

M" 
Ap' 
M•y 
Joo 

'"I 
A"g 
S•p 
Ool 
N" 
Doc 
Jan 1981 
F•b 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
Sap 
Dol 
N" 
Doc 
Jan 1962 
F•b 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
S•p 
Ool 
N" 
Doc 
Jan 1983 
F•b 
M" 
Ap' 
M•y 

'"" '"I 
A"g 
S•p 
Ool 
N" 
Doc 

Sources· 

-
Rate(%) 

10.60 
12.13 
12.34 
11.40 
10.36 
9.81 

10.24 
11.00 
11.34 
11.59 
12.37 
12.40 
12.14 
12.80 
12.69 
13.20 
13.60 
12.96 
13.59 
14.17 
14.67 
14.68 
13.35 
13.45 
14.22 
14.22 
13.53 
13.37 
13.24 
13.92 
13,55 
12.77 
12.07 
11.17 
10.54 
10.54 
10.63 
10.88 
10.63 
10.48 
10.53 
10.93 
11.40 
11.62 
11.63 
11.58 
11.75 
11.88 

·-
MofYear 

Jan 1984 
Fob 

M" 
Ap' 
M•y 

'"" '"I A "'I 
Sap 
Ool 
N" 
D" 
Jan 1985 
F•b 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sap 
Ool 
N" 
D" 
Jan 1966 
F•b 
M" 
Ap' 
M•y 

'"" '"I 
A"g 
Sap 
Ool 
N" 
D" 
Jan 1987 
Fob 

M" 
Ap< 
M•y 

'"" '"I A "'I 
S•p 
Ool 
N" 
D" 

htto:f/finance vahoo comlglhp?s="TYX 

-
Rate(%) 

11.75 
11.95 
12.38 
12.65 
13.43 
13.44 
13.21 
12.54 
12.29 
11.98 
11.56 
11.52 
11.45 
11.47 
11.81 
11.47 
11.05 
10.44 
10.50 
10.56 
10.61 
10.50 
10.06 

9.54 
9.40 
6.93 
7.96 
7.39 
7.52 
7.57 
7.27 
7.33 
7.62 
7.70 
7.52 
7.37 
7.39 
7.54 
7.55 
8.25 
8.78 
8.57 
8.64 
8.97 
9.59 
9.61 
8.95 

. 9.12 

htlp:f/research.stlouisfed.oro/fred2/data/GS30 txt 

-I 
MolY ear 

Jan 1968 
F•b 
M" 
Ap' 
M•y 

'"" '"I 
A"9 
S•p 
Dol 
N" 
D" 
Jan 1989 
F•b 

M" 
Ap' 
May 

'"" '"I 
A"g 
Sop 
Ool 
N" 
Doc 
Jan 1990 
F•b 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
S•p 
Ool 
NO> 
D" 
Jan 1991 
F•b 
M" 
Apl 
M•y 

'"" '"I 
A"9 s, 
Oct 
Nov 
Doc 

- - - - - .... -· -
Union Electric Company d/b/a Ameren Missouri 

File No. ER-2011-0028 

Average Yields on Thirty-Year U.S. Treasury Bonds 

Rate(%) 
6.83 
8.43 
6.63 
8.95 
9.23 
9.00 
9.14 
9.32 
906 
8.89 
9.02 
9.01 
8.93 
9.01 
9.17 
9.03 
8.83 
6.27 
6.08 
8.12 
6.15 
6.00 
7.90 
7.90 
8.26 
8.50 
8.56 
6.76 
8.73 
8.46 
8.50 
8.66 
9.03 
8.66 
8.54 
8.24 
8.27 
8.03 
8.29 
8.21 
8.27 
8.47 
8.45 
8.14 
7.95 
7.93 
7.92 
7.70 

Mo/Year Rate(%) 
Jan 1992 7 58 
Feb 7 85 
Mar 7 97 
Apr 7 96 
May 7 69 
Jun 7 84 
Jut 7 60 
Aug 7 39 
Sap 7 34 
Oct 7 53 
Nov 7 61 
Dec 7.44 
Jan 1993 7 34 
Feb 7 09 
Mar 682 
Apr 6 85 
May 6 92 
Jun 6 81 
Jut 6 63 
Aug 6 32 
Sap 6 00 
Oct 5 94 
Nov 6 21 
Dec 6 25 
Jan 1994 6 29 
Feb 6.49 
Mar 691 
Apr 7 27 
May 7.41 
Jun 7.40 
Jut 7 58 
Aug 7.49 
Sap 7.71 
Oct 7 94 
Nov 8 08 
Dec 7 87 
Jan 1995 7 85 
Feb 7 61 
Mar 7.45 
Apr 7 36 
May 6 95 
Jun 6 57 
Jut 6.72 
Aug 6 86 
Sap 6 55 
Oct 6 37 
Nov 6 26 
Dec 6 06 

MoNear 
Tail"i996 
F•b 

M" 
Aw 
May 

'"" '"I 
A"g 
S•p 
Dol 
N" 
D" 
Jan 1997 
Feb 
Ma' 
Ap' 
May 

'"" '"I Aug 
S•p 
Dol 
Nov 
Deo 
Jan 1998 
F•b 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
S•p 
Ool 
Nov 
D" 
Jan 1999 
Feb 

M" 
Apl 
M•y 

'"" '"I Aug 
Sep 
Dol 
Nov 

D" 

.Rate(%) 
6.05 
6.24 
6.60 
6.79 
6.93 
7.06 
7.03 
6.84 
7.03 
6.81 
6.48 
6.55 
6.83 
6.69 
6.93 
7.09 
6.94 
6.77 
6.51 
6.58 
6.50 
6.33 
6.11 
5.99 
5.81 
5.89 
5.95 
5.92 
5.93 
5.70 
5.68 
5.54 
5.20 
5.01 
5.25 
5.06 
5.16 
5.37 
5.58 
5.55 
5.81 
6.04 
5.98 
6.07 
6.07 
6.26 
6.15 
6.35 

MolY ear 
Jan 2000 
Fob 
Me' 
Ap' 
M•y 

'"" '"I 
A"g 
S•p 
Ool 
NO> 
Doc 
Jan 2001 
F•b 

M" 
Ap' 
May 

'"" '"I 
A"9 
S•p 
Ool 
NO> 
D" 
Jan 2002 
Feb 

M" 
Ap1 
M•y 

'"" '"I 
A"O 
S•p 
Ool 
Nov 
Doc 
Jan 2003 
Feb 

M" 
Ap' 
M•y 

'"" '"I 
A"g 
S•p 
Ool 
Nov 
D" 

Rate(%) 
6.63 
6.23 
6.05 
5.85 
6.15 
5.93 
5.85_ 
5.72 
5.83 
5.80 
5.78 
5.49 
5.54 
5.45 
5.34 
5.65 
5.78 
5.67 
5.61 
5.46 
5.48 
5.32 
5.12 
5.48 
5.44 
5.39 
5.71 
5.67 
5.64 
5.52 
5.38 
5.08 
4.76 
4.93 
4.95 
4.92 
4.94 
4.81 
4.80 
4.90 
4.53 
4.37 
4.93 
5.30 
5.14 
5.16 
5.13 
5.08 

-
MoNear 

Jan2ci04 
Feb 
Mal 
Ap1 
M•y 

'"" '"I 
Aog 
Sop 
Ool 
Nov 
D" 
Jan 2005 
F•b 
Mal 
Ap' 
May 

'"" '"I 
A"g 
Sop 
Dol 
Nov 

D" 
Jan 2006 
Fob 
Mal 
Ap' 
May 

'"" '"" A"g 
S•p 
Dol 
Nov 
D" 
Jan 2007 
F•b 
Mal 
Ap1 
M•y 
Jun 
July 

A"g 
Sop 
Dol 
Nov 
D" 

... 
Rate(%) 

--:t99 
4.93 
4.74 
5.14 
5.42 
5.41 
5.22 
5.06 
4.90 
4.86 
4.89 
4.86 
4.73 
4.55 
4.78 
4.65 
4.49 
4.29 
4.41 
4.46 
4.47 
4.67 
4.73 
4.66 
4.59 
4.58 
4.73 
5.06 
5.20 
5.16 
5.13 
5.00 
4.85 
4.85 
4.69 
4.68 
4.85 
4.82 
4.72 
4.86 
4.90 
5.20 
5.11 
4.93 
4.79 
4.77 
4.52 
4.53 

-
MofYear 

Jan 2008 
F•b 
Mal 
Ap' 
May 

'"" '"I 
A"g 
S•p 
Ool 
Nov 
Doc 
Jan 2009 
Feb 
Mal 
Ap' 
May 

'"" July 
Aug 
Sop 
Ool 
NO> 
Doc 
Jan 2010 
Feb 

M" 
Ap' 
M•y 

'"" July 

A"g 
Sop 
Ool 
NO> 
D" 

-
Rate(%) 

4.33 
4.52 
4.39 
4.44 
4.60 
4.69 
4.57 
4.50 
4.27 
4.17 
4.00 
2.87 
3.13 
3.59 
3.64 
3.76 
4.23 
4.52 
4.41 
4.37 
4.19 
4.19 
4.31 
4.49 
4.60 
4.62 
4.64 
4.69 
4.29 
4.13 
3.99 
3.80 
3.77 
3.87 
4.19 
4.42 

SCHEDULE 4-2 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028 

Average Yields on Public Utility Bonds and 
Thirty-Year U.S. Treasury Bonds (1980- 2010) 

--Margent's Public Utility Bond 

-30-Year U.S. Treasury Bond 

81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 

Year 

SCHEDULE 4-3 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028 

Monthly Spreads Between Yields on Public Utility Bonds and 
Thirty-Year U.S. Treasury Bonds (1980- 2010) 

High Spread 4.00 1 1 
Low Spread 0.80 

Average 
1.54% 

I 1-·-

81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 

Year 
SCHEDULE 4-4 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028 

Historical Consolidated Capital Structures for Union Electric Company 

Capital Components 

Common Equity 
Preferred Stock 
Long-Term Debt 
Short-Term Debt 

Total 

2005 

$2,903.0 
113.0 

2,702.0 • 
80.0 

$5,798.0 

(Millions of Dollars) 

2006 2007 

$3,040.0 $3,488.0 
113.0 113.0 

2,939.0 • 3,360.0 • 
311.0 82.0 

$6,403.0 $7,043.0 
= 

Historical Consolidated Capital Structures for Ameren 

Capital Components 

Common Equity 
Preferred Stock 
Long-Term Debt 
Short-Term Debt 

Total 

2005 

$6,381.0 
214.0 

5,450.0 • 
193.0 

$12,238.0 

Source: Ameren's Annual SEC 1 O-K Filings. 

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

(Millions of Dollars) 

2006 2007 

$6,599.0 $6,774.0 
213.0 211.0 

5,741.0 • 5,912.0. 
612.0 1,472.0 

$13,165.0 $14,369.0 

2008 

$3,449.0 
113.0 

3,677.0. 
343.0 

$7,582.0 

2008 

$6,984.0 
195.0 

6,934.0. 
1,174.0 

$15,287.0 

2009 

$3,944 
$113 

$4,022 
$0 

$8,079.0 

• 

2009 

$7,865.0 
195.0 

7,317.0 
20.0 

$15,397.0 

SCHEDULE 5-1 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028 

Historical Consolidated Capital Structures for Union Electric Company 

Capital Components 

Common Equity 
Preferred Stock 
long-Term Debt 
Short-Term Debt 

Total 

Capital Components 

Common Equity 
Preferred Stock 
long-Term Debt 
Short-Term Debt 

Total 

Sources: Ameren's 1 O-K Filings. 

(in Percentages) 

2005 2006 2007 2008 

50.07% 47.48% 49.52% 45.49% 
1.95% 1.76% 1.60% 1.49% 

46.60%. 45.90%. 47.71%. 48.50%. 
1.38% 4.86% 1.16% 4.52% 

100.00% 100.00% 100.00% 100.00% 

Historical Consolidated Capital Structures for Ameren 

(in Percentages) 

2005 2006 2007 2008 

52.14% 50.13% 47.14% 45.69% 
1.75% 1.62% 1.47% 1.28% 

44.53% 43.61% 41.14% 45.36% 
1.58% 4.65% 10.24% 7.68% 

100.00% 100.00% 100.00% 100.00% 

2009 5-Year Average 

48.82% 48.28% 
1.40% 1.64% 

49.78%. 47.70% 
0.00% 2.39% 

100.00% 100.00% 

2009 5-Year Average 

51.08% 49.24% 
1.27% 1.48% 

47.52% 44.43% 
0.13% 4.86% 

100.00% 100.00% 

SCHEDULE 5-2 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028 

Capital Structure as of March 31, 2010 
Union Electric Company 

Dollar 
Capital Component Amount 

Common Stock Equity $3,913,191,356 

Preferred Stock $ 114,502,040 

Long-Term Debt $3,657,492,156 

Short-Term Debt $ 

Total Capitalization $ 7,685,185,552 

Percentage 
of Capital 

50.92% 

1.49% 

47.59% 

0.00% 

100.00% 

Source: Company Witness Michael O'Bryan's Schedule MGO-E1 attached to his Direct Testimony. 

SCHEDULE 6 
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(I) (2) (3) (4) 

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

Criteria for Sete<:ting Compan.ble Electric Urllity Companies 

(5) (6) (7) (8) (9} 

At Least 

No Reduced 

Dividend 
Projected Growth Investment 

Available from Grade S&P 

(10) (II) (12) 

ValueLine 
Sm<k 

Publiclv 
T,_j 

Regulated 
Electric 
Utility 

%Electric 

""'~= 
>70% 

ID-Year 
Value Lillc 

Historical 
Growm since Value Line Corporate Generarion 

Comparable 
CompaDy 

Mot All 

ill 

lEI p.,, Elootrio 

i ' 

' ' 

OT 

'o 

Yo 

y~ 

. ., 

Ell 

Y~_ 4o 

Yo Yo 

'o 

Sources: Columns 1, 2, 3. 6, 7, 8 and 10- The Value Line Investmmt Survey: Ratings & Reports 
Column 4 "' Edison Electric Institute 2009 Financial Review 

Notes: 

ColumnS :January2011 AUS Utility Reports and Companies' !OKs and JOQs 
Columnn 8 ""Reuten com on January 27, 2011 

Column 9 = S&P RmingsDirc:ct 

1 No dividends pa share 

Moiliblo 2007 Crit<o~ 

~· 

Yo No' 

~·· ~·· ··~ 

SCHEDULE 7 
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Number 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

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

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

Ticker 
Symbol ComQany Name 

LNT Alliant Energy 

AEP American Electric Power 

CNL Cleco Corp. 

DPL DPL Inc. 

IDA IDACORP, Inc. 

PCG PG&E Corp. 

PNW Pinnacle West Capital 

so Southern Company 

WR Westar Energy, Inc. 

XEL Xcel Energy • 
Average 

Ameren and Union Electric 

S&P 
Corporate 

Credit 
Rating 

888+ 

888 

888 

A· 

888 

888+ 

888-

A 

888 

A· 

888+ 

888-

SCHEDULE 8 
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Company Name 

Alliant Energy 

American Electric Power 

Cleco Corp. 

DPL Inc. 

IDACORP, Inc. 

PG&E Corp. 

Pinnacle West Capital 

Southern Company 

Westar Energy, Inc. 

Xcel Energy 

Average 

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

Ten-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates 
for the Comparable Electric Utility Companies 

----- 10-Year Annual Compound Growth Rates -------

DPS EPS BVPS 

-3.50% 3.00% 1.00% 

-4.00% 0.00% 0.50% 

1.00% 3.50% 7.00% 

1.50% 4.50% 0.00% 

-4.50% -0.50% 3.50% 

2.50% 4.50% 2.50% 

5.50% -2.00% 3.00% 

2.50% 3.00% 2.00% 

-6.50% 1.50% -4.00% 

-4.00% -1.00% -0.50% 

-0.95% 1.65% 1.50% 

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

Average of 
10 Year 
Annual 

Compound 

Grow1h Rates 

0.17% 

-1.17% 

3.83% 

2.00% 

-0.50% 

3.17% 

2.17% 

2.50% 

-3.00% 

-1.83% 

0.73% 
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Comean~ Name 

Affiant Energy 

American Electric Power 

Cleco Corp. 

DPL Inc. 

IDACORP, Inc. 

PG&E Corp. 

Pinnacle West Capital 

Southern Company 

Westar Energy, Inc. 

Xcel Energy 

Average 

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

Five-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates 
for the Comparable Electric Utility Companies 

5-Year Annual Compound Growth Rates ---------· 

DPS EPS BVPS 

0.50% 9.00% 3.50% 

-2.50% 2.00% 5.00% 

0.00% 3.00% 10.00% 

3.00% 10.50% 3.00% 

-5.50% 8.50% 4.00% 

0.00% NMF 14.00% 

4.00% -1.00% 2.00% 

3.50% 3.00% 5.50% 

-0.50% 21.50% 1.00% 

1.00% 8.00% 4.00% 

0.35'Yo 6.45% 5.20% 

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

Average of 
5 Year 
Annual 

Compound 
Growth Rates 

4.33% 

1.50% 

4.33% 

5.50% 

2.33% 

7.00% 

1.67% 

4.00% 

7.33% 

4.33% 

4.23% 
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Union Electric Company d/b/a Ameren Missouri 

File No. ER-2011.0028 

-- -
Five-Year Projected Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates 

for the Comparable Electric Utility Companies 

----------- 5-Year Projected Compound Growth Rates ------

Company Name DPS EPS BVPS 

Alliant Energy 5.50% 7.00% 3.50% 

American Electric Power 3.50% 3.00% 4.50% 

Cleco Corp. 8.50% 9.50% 6.50% 

DPllnc. 5.50% 7.00% 6.50% 

IDACORP, Inc. 2.50% 5.50% 5.00% 

PG&E Corp. 6.00% 6.00% 6.00% 

Pinnacle West Capital 1.50% 6.00% 2.00% 

Southern Company 4.00% 4.50% 5.50% 

Westar Energy, Inc. 3.50% 8.50% 3.00% 

Xcel Energy 3.50% 5.50% 4.50% 
Average_ 4.40% 6.25% 4.70% 

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

- - --

Average of 
5 Year 
Annual 

Compound 

Growth Rates 

5.33% 

3.67% 

8.17% 

6.33% 

4.33% 

6.00% 

3.17% 

4.67% 

5.00% 

4.50% 

5.12% 

SCHEDULE 9-3 



I 
I Union Electric Company d/b/a Ameren Missouri 

File No. ER-2011-0028 

I Historical and Projected Growth Rates 
for the Comparable Electric Utility Companies 

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

Historical Historical Projected 

I 10-Year 5-Year 5-Year Projected 

Compound Compound Compound 5-Year Projected Average 

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

I 
(DPS. EPS and (DPS. EPS and (DPS. EPS and Reuters EPS Growth EPS Growth 

Company Name BVPS) BVPS) BVPS) (Mean) Value Line Growth 

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

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

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

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

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

I PG&ECorp. 3.17% 7.00% 6.00% 6.30% 6.00% 6.15% 

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

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

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

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

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

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

I 
Column 5 = [ ( Column 3 +Column 4) /2: 

Sources: Column 1 =Schedule 9-1. 

I 
Column 2 = Schedule 9-2 

Column 3 = Schedule 9-3. 

I Column 4 = Reuters.com on January 27, 2011 

I 
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Company Name 

Alliant Energy 

American Electric Power 

Cleco Corp. 

DPL Inc. 

IDACORP, Inc. 

PG&E Corp. 

Pinnacle West Capital 

Southern Company 

Westar Energy, Inc. 

Xcel Energy 

Notes: 

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

Average High I Low Stock Price for October 2010 through December 2010 

for the Comparable Electric Utility Companies 

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

- October 2010 -- --November 2010 -- --December 2010--

High Low High Low High Low 

Stock Stock Stock Stock Stock Stock 

Price Price Price Price Price Price 

37.00 35.66 37.65 35.69 37.32 36.28 

37.55 35.68 37.94 35.36 36.47 34.92 

31.47 29.59 31.76 30.10 31.22 30.05 

27.80 26.03 27.10 25.03 26.45 25.32 

37.20 35.88 37.34 35.46 37.76 36.57 

48.11 45.38 48.63 46.16 48.63 46.61 

42.68 40.93 42.44 39.97 41.99 40.15 

38.62 37.10 38.48 37.32 38.49 37.43 

25.79 24.21 25.90 24.64 25.52 24.50 

24.08 23.02 24.36 23.17 23.89 23.20 

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

Source: http://finance.yahoo.com 

(7) 

Average 

High/Low 

Stock 

Price 

(10110 -12110) 

36.60 

36.32 

30.70 

26.29 

36.70 

47.25 

41.36 

37.91 

25.09 

23.62 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-20011-0028 

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

(1) (2) (3) 

Average 

Expected High/Low Projected 

Annual Stock Dividend 

Company Name Dividend Price Yield 

Alliant Energy $1.65 $36.600 4.51% 

American Electric Power $1.84 $36.320 5.07% 

Cleco Corp. $1.08 $30.698 3.52% 

DPL Inc. $1.28 $26.288 4.87% 

IDACORP, Inc. $1.20 $36.702 3.27% 

PG&E Corp. $1.92 $47.253 4.06% 

Pinnacle West Capital $2.10 $41.360 5.08% 

Southern Company $1.88 $37.907 4.96% 

Westar Energy, Inc. $1.28 $25.280 5.06% 

Xcel Energy $1.03 $23.620 4.36% 

Average 4.48% 

Proposed Dividend Yield: 4.50% 

Proposed Range of Growth: 4.00% - 5.00% 

Estimated Proxy Cost of Common Equity: 8.50-9.50% 

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

Column 3 = ( Column 1 I Column 2 ). 

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

Column 2 = Schedule 10. 

' SCHEDULE 11 



I 
I Union Electric Company d/b/a Ameren Missouri 

File No. ER-2011·0028 

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

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

Annualized Growth Growth Growth 
Quarterly Years Years in Cost of 

I Company Name Dividend 1-5 6 7 8 9 10 Perpetui!J:: Equity 

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

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

I ClecoCorp. $1.00 6.25% 5.71°/o 5.17% 4.63% 4.08% 3.54% 3.00% 7.12% 

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

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

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

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

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

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

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

8.40% 

I Sources: Column 1 =The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December24, 2010. 
Column 2 = Reuters.com on January 27, 2011. 
Column 8 =See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14. 
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I 
I Union Electric Company d/b/a Ameren Missouri 

File No. ER-2011-0028 

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

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

Annualized Growth Growth Growth 

I Quarterly Years Years in Cost of 

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

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

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

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

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

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

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

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

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

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

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

8.76% 

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

I 
Column 2 = Reuters.com on January 27, 2011. 
Column 8 =See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14. 
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I Union Electric Company d/b/a Ameren Missouri 

File No. ER-2011-0028 

I Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity 

for the Comparable Electric Utility Companies 

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

'I Annualized Growth Growth Growth 
Quarterly Years Years in Cost of 

Compan~ Name Dividend 1-5 6 7 8 9 10 Perpetuit~ Equity 

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

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

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

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

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

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

Pinnacle West Capital $2.10 6.33% 5.94% 5.55% 5.16% 4.78% 4.39% 4~00% 10.07% 

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

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

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

I 9.13% 

I Sources: Column 1 =The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010. 
Column 2 = Reuters.com on January 27, 2011. 
Column 8 =See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14. 
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Years 

1968-70 to 1978-80 

1969-7110 1979-81 

1970-7210 1980-82 

1971-73101981-83 

1972-74 to 1982-84 

1973-75to 1983-85 

1974-76to 1964-86 

1975-7710 1985-87 

1976-78 to 1986-~8 

1977-79 to 1987-89 

1978-80 to 1988-90 

1979-81101989-91 

1980-82 to 1990-92 

1981-63 to 1991-93 

1982-94101992-94 

1983-8510 1993-95 

1984-8610 1994-96 

1985-87 to 1995-97 

1966-88101996-96 

1987-8910 1997-99 

Average 

Dayton 
P&U 
DPL 

-1.74% 

-0.21% 

0.98% 

2.72% 

3.71% 

4.19% 

4.19% 

5.10% 

5.84% 

6.16% 

5.61% 

3.75% 

2.46% 

1.00% 

1.31% 

1.36% 

1.71% 

1.65"/o 

2.28% 

2.62% 

2.73% 

-
Detroit 
Edison/ 

DTE 
-Q,57% 

0.05% 

-0.46% 

0.53% 

1.48% 

3.60% 

4.41% 

4.69% 

4.29% 

3.93% 

4.41% 

5.35% 

6.83% 

6.06% 

4.75% 

2.97% 

1.79% 

0.64% 

0.57% 

1.08% 

2.82% 

-
Empire 

0.24% 

-0.64% 

0.41% 

2.64% 

5.33% 

6.21% 

6.50% 

5.70% 

5.68% 

5.49% 

5.52% 

6.06% 

4.65% 

2.56% 

-0.16% 

-1.18% 

-1.39% 

-1.47% 

-0.92% 

-0.46% 

2.154% 

- - - - - -
Union Electric d/b/a Amel'en Missouri 

File No. ER-2011-ll028 

Central Region Electric Utility Proxy Group 
EPS 

10~Year Compound Growth Rate Averages (1968~1999) 

I PALCO 

4.13% 

4.30% 

3.14% 

2.87% 

4.69% 

5.91% 

5.86% 

4.19% 

5.40% 

5.09% 

5.11% 

4,-67% 

4.43% 

3.11% 

1.44% 

1.78% 

3.31% 

4.22% 

4.59% 

5.06% 

4.17% 

Kansas City 
P&L 

1.77% 

2.62°/o. 

3.24% 

4.83% 

6.44% 

7.60% 

5.75% 

4.26% 

3.02% 

4.12% 

3.09% 

1.90% 

0.31% 

-1.01% 

-2.03% 

-2.21% 

-1.08% 

0.35% 

1.57% 

0.15% 

2.23% 

Okla. Gas & 
Northern Slates Electric/ OGE 

Power Energy Corp. 

4.13% 1.16% 

4.02% 0.48% 

4.48% 1.88% 

6.11% 2.90% 

7.64% 3.02% 

8.08% 2.58% 

8.03% 2.81% 

7.59% 2.90% 

7.24% 3.92% 

6.73% 5.22% 

6.07%1' 6.65% 

5.45% 6.56% 

3.15% 3.63% 

1.58% 1.58% 

0.83'% 0.71% 

1.85% 1.81% 

2.26% 2.15% 

1.90% 2.19% 

1.50% 2.11% 

0.40% 2.36% 

4.45% 2.83% 

-
SJL&P 

1.40% 

1.66°/!1' 

2.66% 

4.03% 

5.65% 

6.94% 

7.89% 

8.10% 

7.95% 

8.49% 

8.20% 

7.68% 

5.76% 

3.37% 

2.88% 

2.46% 

2.56% 

1.90% 

1.34% 

0.49% 

4.57% 

- -
WPS Resources/ 

Wisconsin 
Public Serv. 

6.23% 

6.60% 

6.41% 

6.92% 

7.78% 

8.54% 

7.98% 

6.81% 

5.98% 

5.08% 

4.35'% 

3.70% 

3.91% 

3.45% 

2.19% 

1.03% 

0.20% 

0.12% 

-0.66% 

-0.38% 

4.30% 

-
WI Energy/ 
WI Electric 

Power 

6.32% 

6.79% 

7.24% 

7.77% 

6.25% 

9.39% 

9.60% 

9.18% 

8.86% 

8.96% 

9.08% 

8.07% 

6.16% 

4.33% 

2.64% 

2.58% 

2.27% 

-0.46% 

-2.24% 

-3.07% 

15.59% 

- -

Average 

2.31% 

2.57% 

3.00%. 

4.13% 

5.40% 

6.30% 

6.30% 

5.85% 

5.82% 

5.93% 

5.81% 

5.32% 

4.13% 

2.60% 

1.46% 

1.24% 

1.38% 

1.10% 

0.99% 

0.83% 

3.62.%. 

Schedule 13·1 

-



-

en 
0 
:I: 
m 
0 c 
::;; 
~ 

"' 
N 

- -

Years 

1968-70 to 1978-80 

1969-71 to 1979-81 

1970-72 to 1980-82 

1971-7'3 to 1981-83 

1972-74 to 1982-84 

1973-75 to 1983-85 

1974-76 to 1984-86 

1975-771o 1985-87 

1976-78 to 1986-88 

1977-79 to 1987-B~ 

1978-BO to 1968-90 

1979-8110 1989-91 

1980-82 to 1990-92 

1981-83 to 1991-93 

1982-64 to 1992-94 

1983-85 to 1993-95 

1984-86 to 1994-96 

1985-87 to 1995-97 

1986-88 to 1998-98 

1987-89 to 1997-99 

Average 

-
Dayton 
P& Ll 
DPL 

0.90% 

0.87% 

1.04% 

1.41% 

1.70% 

1.89% 

1.89% 

2.01% 

2.26% 

2.56% 

2.83% 

2.92% 

2.83% 

2.59% 

2.59% 

2.89% 

3.41% 

3.79% 

3.95% 

3.81% 

2.41% 

-
Detroit 
Edison/ 

DTE 

1.17% 

1.43% 

1.59% 

1.64% 

1.60% 

1.48% 

1.48% 

1.44% 

1.28% 

0.94% 

0.86% 

0.99% 

1.38% 

1.70% 

1.93% 

2.06% 

2.06% 

2.06% 

2.06% 

2.06% 

1.56% 

- - - - - - -
Union Electric d/b/a Ameren Missouri 

File No. ER-2011-0028 

Central Region Electric Utility Proxy Group 
DPS 

10-Year Compound Growth Rate Averages (1968-1999) 

Empire 

2.45% 

2.17% 

1.90% 

1.98% 

2.32% 

2.86% 

3.31% 

3.77% 

4.14% 

4.50% 

4.81% 

5.08% 

5.27% 

5.18% 

4.80% 

4.22% 

3.58% 

2.92% 

2.30% 

1.74% 

3.46% 

I PALCO 

3.52% 

4.15% 

4.69% 

4.92% 

4.95% 

5.03% 

5.19% 

5.73% 

5.65% 

5.49% 

4.96% 

4.80% 

4.53% 

4.24% 

3.96% 

3.75% 

3.69% 

1.92% 

0.76% 

-0.41'% 

4.08% 

Kansas City 
P&L 

3.34% 

3.03% 

3.17% 

3.56% 

4.13% 

4.45% 

4.12% 

3.40% 

2.96% 

3.16% 

3.58% 

3.77% 

3.78% 

3.47% 

3.02% 

2.72% 

3.14% 

3.74% 

3.99% 

3.52% 

3.50% 

Northern 
States 
Power 

3.37% 

3.76% 

4.02% 

4.39% 

4.88% 

5.60% 

6.31% 

6.78% 

6.95% 

6.96% 

6.86% 

6.72% 

6.54% 

6.22% 

5.75% 

5.14% 

4.49% 

3.91% 

3.46% 

3.11% 

5.26% 

Okla. Gas & 
Electric/ 

OGE Energy 
Corp. 

3.79% 

3.52% 

3.32% 

3.35% 

3.49°/o;:~ 

3.62% 

3.75% 

3.91% 

4.04% 

4.14% 

4.27% 

4.33% 

4.30% 

4.02% 

3.64% 

3.21% 

2.77% 

2.33% 

1.87% 

1.42% 

3.46% 

-

SJL&P 

1.89% 

1.89% 

2.01% 

2.28% 

2.82% 

3.50% 

4.32% 

4.97% 

5.36% 

5.72% 

6.10% 

6.53% 

6.63% 

6.49% 

6.03% 

5.50% 

4.90% 

4.42% 

3.92% 

3.37% 

4.43% 

- -
WPS 

Resources/ 
Wisconsin 

Public Serv. 

4.36% 

4.69% 

5.13% 

5.64% 

6.18% 

6.72% 

7.18% 

7.38% 

7.30% 

7.00% 

6.66% 

6.26% 

5.83% 

5.30% 

4.65% 

3.88% 

3.15% 

2.63% 

2.39% 

2.31% 

5.23% 

-
WI Energy/ 
WI Electric 

Power 

5.46% 

5.70% 

5.98% 

6.23% 

6.37% 

6.52% 

6.78% 

7.08% 

7.34% 

7.51%:a 

7.65% 

7.68% 

7.59% 

7.29% 

6.89% 

6.44% 

6.00% 

5.54% 

5.00% 

4.36% 

6.47% 

- -

Average 

3.03% 

3.12% 

3.28% 

3.54% 

3.84% 

4.17% 

4.43% 

4.65% 

4.73% 

4.80% 

4.86% 

4.91% 

4.87% 

4.65% 

4.33% 

3.98% 

3.72% 

3.33% 

2.97°/o 

2.63% 

3.99% 
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Dayton 
P&U 

Years DPL 

1966-70 to 1976-80 1.40% 

1969-71 to 1979-81 0.84% 

1970-72 to 1980-62 0.28% 

1971-73to 1961-63 0.16% 

1972-74to 1962-64 0.27% 

1973-75 to 1963-85 0.25% 

1974-76 to 1964-86 0.30% 

1975-77 to 1965-87 0.27% 

1976-78 to t966-88 0.66% 

1977-79to 1987-89 1.13% 

1976-60 to 1966-90 1.80% 

1979-61 to 1969-91 2.31% 

1960-82 to 1990-92 2.29% 

1961-63 to 1991-93 1.97% 

1962-64 to 1992-94 1.84% 

1963-65 to 1993-95 2.33% 

1984-86 to 1994-96 2.78% 

1985-87 to 1995-97 3.14% 

1966-88 to 1996-98 3.26% 

1967-89 to 1997-99 3.42% 

Average 1.54% 

-

Detroit 
Edison/ 

DTE 

0.04% 

-0.35% 

-0.88% 

-1.30% 

-1.51% 

-1.27% 

-0.77% 

-0.18% 

-0.61% 

-1.05% 

-1.34% 

-0.30% 

0.97% 

2.03% 

2.72% 

2.95% 

2.82% 

2.52% 

3.25% 

4.16% 

0.60% 

-- - -- - -
Union Electric d/b/a Ameren Missouri 

File No. ER-2011-0028 

Central Region Electric Utility Proxy Group 
BVPS 

-
10-Year Compound Growth Rate Averages (1968-1999) 

Empire 

2.37% 

1.93% 

1.63% 

1.58% 

1.89% 

2.32% 

2.82% 

3.17% 

3.51% 

3.79% 

4.17% 

4.59% 

4.88% 

4.82% 

4.36% 

3.83% 

3.34% 

2.92% 

2.56% 

2.20% 

3.13% 

IPALCO 

5.21% 

4.93% 

4.43% 

3.84% 

3.77% 

3.99% 

4.47% 

4.63% 

4.82% 

4.77% 

4.79% 

4.84% 

4.92% 

4.84% 

4.50% 

4.15% 

3.73% 

2.52% 

1.45% 

1.19% 

4.09% 

Kansas City 
P&L 

1.88% 

1.51% 

1.19% 

1.20% 

1.35% 

1.88% 

2.26% 

2.54% 

2.32% 

2.28% 

2.28% 

2.44% 

2.41% 

2.10% 

1.71% 

1.17% 

0.78% 

0.41% 

0.50% 

0.42% 

1.63% 

Northern 
Stales 
Power 

4.34% 

4.19% 

4.15% 

4.31% 

4.72% 

5.18% 

5.56% 

5.73% 

5.80% 

5.80% 

5.74% 

5.65% 

5.43% 

5.14% 

4.77% 

4.46% 

4.21% 

4.01% 

3.81% 

3.56% 

4.83% 

Okla. Gas & 
Electric/ 

OGE Energy 
Corp. SJL&P 

5.76% 1.28% 

4.58% 

3.83% 

3.00% 

2.66% 

2.33% 

2.43% 

2.33% 

2.33% 

2.30% 

2.57% 

2.92% 

2.96% 

2.75% 

2.37% 

2.16% 

1.91% 

1.85% 

1.86% 

2.04% 

2.75% 

1.15% 

1.13% 

1.31% 

1.65% 

2.36% 

3.27% 

4.20% 

4.89% 

5.41% 

5.69% 

5.82% 

5.72% 

5.41% 

5.01% 

4.60% 

4.27% 

3.99% 

3.75% 

3.47% 

3.72% 

- --- --
WPS 

Resources/ WI Energy/ 
Wisconsin WI Electric 

Public Serv. Power 

4.13% 

4.37% 

4.50% 

4.57% 

4.89% 

5.27% 

5.56% 

5.57% 

5.42% 

5.16% 

4.77% 

4.27% 

3.96% 

3.75% 

3.57% 

3.29% 

2.99% 

2.77% 

2.43% 

2.20% 

4.17% 

4.03% 

3.71% 

3.84% 

4.09% 

4.49% 

5.02% 

5.52% 

5.86% 

6.11% 

6.38% 

6.69% 

6.91% 

6.94% 

6.74% 

6.33% 

5.91% 

5.48% 

4.81% 

3.99% 

3.17% 

5.30% 

Average 

3.05% 

2.69% 

2.41% 

2.27% 

2.42% 

2.73% 

3.14% 

3.41% 

3.53% 

3.60% 

3.72% 

3.95% 

4.05% 

3.95% 

3.72% 

3.48% 

3.23% 

2.89% 

2.69% 

2.58% 

3.18% 
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DPS 

10 yr compound 
Years growth rate avgs 

1968-70 to 1978-80 3.03% 

1969-71 to 1979-81 3.12% 

1970-72 to 1980-82 3.28% 

1971-73 to 1981-83 3.54% 

1972-74 to 1982-84 3.84% 

1973-75 to 1983-85 4.17% 

1974-76 to 1984-86 4.43% 

1975-77 to 1985-87 4.65% 

1976-78 to 1986-88 4.73% 

1977-79 to 1987-89 4.80% 

1978-80 to 1988-90 4.86% 

1979-81 to 1989-91 4.91% 

1980-82 to 1990-92 4.87% 

1981-83 to 1991-93 4.65% 

1982-84 to 1992-94 4.33% 

1983-85 to 1993-95 3.98% 

1984-86 to 1994-96 3.72% 

1985-87 to 1995-97 3.33% 

1986-88 to 1996-98 2.97% 

1987-89 to 1997-99 2.53% 

Average 3.99% 

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

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

10-Year Compound Growth Rate Averages (1968-1999) 

EPS BVPS 
10 yr compound 10 yr compound 

Years growth rate avgs Years growth rate avgs 

1968-70 to 1978-80 2.31% 1968-70 to 1978-80 3.05% 

1969-71to 1979-81 2.57% 1969-71 to 1979-81 2.69% 

1970-72 to 1980-82 3.00% 1970-72 to 1980-82 2.41% 

1971-73 to 1981-83 4.13% 1971-73 to 1981-83 2.27% 

1972-74 to 1982-84 5.40% 1972-74 to 1982-84 2.42% 

1973-75 to 1983-85 6.30% 1973-75 to 1983-85 2.73% 

1974-76 to 1984-86 6.30% 1974-76 to 1984-86 3.14% 

1975-77 to 1985-87 5.85% 1975-77 to 1985-87 3.41% 

1976-78 to 1986-88 5.82% 1976-78 to 1986-88 3.53% 

1977-79 to 1987-89 5.93% 1977-79 to 1987-89 3.60% 

1978-80 to 1988-90 5.81% 1978-80 to 1988-90 3.72% 

1979-81 to 1989-91 5.32% 1979-81 to 1989-91 3.95% 

1980-82 to 1990-92 4.13% 1980-82 to 1990-92 4.05% 

1981-83 to 1991-93 2.60% 1981-83to 1991-93 3.95% 

1982-84 to 1992-94 1.46% 1982-84 to 1992-94 3.72% 

1983-85 to 1993-95 1.24% 1983-85 to 1993-95 3.48% 

1984-86 to 1994-96 1.38% 1984-86 to 1994-96 3.23% 

1985-87 to 1995-97 1.10% 1985-87 to 1995-97 2.89% 

1986-88 to 1996-98 0.99% 1986-88 to 1996-98 2.69% 

1987-89 to 1997-99 0.83% 1987-89 to 1997-99 2.58% 

Average 3.62% Average 3.18% 

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

Source; Value Line Investment Survey 

Average EPS, DPS and BVPS as a percentage of average GOP: 44.36'% 

- - - - - -
GOP 

10 yr compound 

Years growth rate avgs 

1968-70 to 1978-80 10.05% 

1969-71 to 1979-81 10.41% 

1970-72 to 1980-82 10.42% 

1971-73 to 1981-83 10.22% 

1972-74 to 1982-84 10.03% 

1973-75 to 1983-85 9.96% 

1974-76 to 1984-86 9.77% 

1975-77 to 1985-87 9.34% 

1976-78 to 1986-88 8.80% 

1977-79 to 1987-89 8.32% 

1978-80 to 1988-90 7.92% 

1979-81 to 1989-91 7.38% 

1980-82 to 1990-92 7.06% 

1981-83 to 1991-93 6.72% 

1982-84 to 1992-94 6.49% 

1983-85 to 1993-95 6.12% 

1984-86 to 1994-96 5.89% 

1985-87 to 1995-97 5.81% 

1986-88 to 1996-98 5.73% 

1987-89 to 1997-99 5.63% 

Average 8.10% 

Schedule 13-4 
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DPS 

Years 

1947-49 to 1957-59 

1948-50 to 1958-60 

1949-51 to 195~0 

1950-52 to 1960-62 

1951-53 to 1961-83 

1952-54 to 1962-64 

1953-55 to 196;3.65 

1954-56 to 1964-66 

1955-57 to 196>67 

1956-58 to 1966-68 

1957-59 to 1967-69 

1958-60 to 1968-70 

1959-61 to 1969-71 

1961).62 to 1970-72 

1961-63 to 1971-73 

1962-64 to 1972-74 

1963-65 to 1973-75 

1964-66 to 1974-76 

1965-67 to 1975-77 

1966-68 to 1976-78 

1967-69 to 1977-79 

1968-70to 1978-80 

1969-71 to 1979-81 

1970-72 to 1980-82 

1971-73 to 1981-83 

1972-74 to 1982-84 

1973-75 to 1983-85 

1974-76 to 1964-86 

1975-77 to 1985--87 

1976-78 to 1966--88 

1977-79 to 1987-89 

1978-80 to 1988-90 

1979-81 to 1989-91 

1980-82 to 1990-92 

1981-83to 1991-93 

1982-84 to 1992-94 

1983-85 to 1993-95 

1984-86 to 1994-96 

1965-87 to 1995-97 

1986-86 to 1996--98 

. 1987-89 to 1997-99 

Average 

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

Electric Utility 
DPS, EPS, BVPS & GOP 

10-Year Compound Growth Rate Averages (1947-1999) 

EP5 
10 yr compound 
growth rate avg5 Years 

4.58% 1947-49 to 1957-59 

4.49% 1948-50 to 1958-60 

4.33% 

4.31% 

4.48% 

4.74% 

5.16% 

5.52% 

5.87% 

5.97% 

5.96% 

5.89% 

5.68% 

5.42% 

5.00% 

4.35% 

3.50% 

2.77% 

2.46% 

2.47% 

2.71% 

3.03% 

3.46% 

3.89% 

4.29% 

4.82% 

5.27% 

5.57% 

5.43% 

4.98% 

4.32% 

3.59% 

2.99% 

2.46% 

1.93% 

1.37% 

0.87% 

0.49% 

0.19% 

.().35% 

.0.70% 

3.74% 

1949-51 to 1959-60 

1950-52 to 1960-62 

1951-53 to 1961-63 

1952-54 to 1962-64 

1953-55 to 1963-65 

1954-56 to 1964-66 

1955-57 to 1965-67 

1956-58 to 1966-68 

1957-59 to 1967-89 

1958-60 to 1968-70 

1959-61 to 1969-71 

1960-62 to 1970-72 

1961-63 to 1971-73 

1962-84 to 1972-74 

1963-85 to 1973-75 

1964-66 to 1974-76 

1965-67 to 1975-77 

1966-£8 to 1976-78 

1967-69 to 1977-79 

1968-70 to 1978-80 

1969-71 to 1979-81 

1970-72 to 1980-82 

1971-73 to 1981-83 

1972-74 to 1982-84 

1973-75 to 1983-85 

1974-76 to 1984-86 

1975-77 to 1985-87 

1976-78 to 1986--88 

1977-79 to 1987-89 

1978-80 to 1988-90 

1979-81 to 1989-91 

1980-82 to 1990-92 

1981-83 to 1991-93 

1982-84 to 1992-94 

1983-85 to 1993-95 

1984-86 to 1994-96 

1985-87 to 1995-97 

1986-88 to 1996-98 

1987-89 to 1997-99 

Average 

BVP5 
10 yr compound 
growth rate avg!l Years 

4.92% 1947-49 to 1957-59 

4.91% 1948-50 to 1958-60 

5.00% 

5.35% 

5.76% 

5.99% 

6.09% 

6.26% 

6.50% 

6.57% 

6.50% 

6.06% 

5.60% 

5.27% 

4.95% 

4.41% 

3.71% 

3.02% 

2.90% 

2.63% 

2.71% 

2.49% 

2.88% 

3.19% 

3.69% 

4.36% 

4.80% 

5.15% 

4.45% 

3.44% 

1.78% 

0.82% 

0.34% 

0.16% 

-0.50% 

-1.81% 

·1.71% 

-1.51% 

-1.51% 

-2.94% 

·2.50% 

3.18% 

1949-51 to 1959-60 

1950-52 to 1960-62 

1951-53 to 1961-63 

1952-54 to 1962-04 

1953-55 to 1963-65 

1954-56 to 1964-66 

1955-57 to 1965-67 

1956-58 to 1966-68 

1957-59 to 1967-69 

1958-60 to 1968-70 

1959-61 to 1969-71 

1960-62 to 1970-72 

1961-63 to 1971-73 

1962-64 to 1972-74 

1963-65 to 1973-75 

1964-66 to 1974-76 

1965-67to 1975-77 

1966-68 to 1976-78 

1967-69 to 1977-79 

1968-70 to 1978-80 

1969-71 to 1979-81 

1970-72 to 1980-82 

1971-73 to 1981-83 

1972-74 to 1982-84 

1973-75to 1983-85 

1974-76 to 1984-86 

1975-77 to 1985-87 

1976-78 to 1986-88 

1977-79 to 1987-89 

1978-80to 1988-90 

1979-81 to 1989-91 

1980-82 to 1990-92 

1981-83to 1991-93 

1982-84 to 1992-94 

1983-85 to 1993-95 

1984-86 to 1994-96 

1985-87 to 1995-97 

1986-88 to 1996-98 

1987-89 to 1997-99 

Average 

GOP 
10 yr compound 
growth rate avgs Years 

3.10% 1947-49 to 1957-59 

3.30% 1948-50 to 1958-60 

3.39% 

3.48% 

3.79% 

4.22% 

4.53% 

4.65% 

4.65% 

4.69% 

4.73% 

4.88% 

4.97% 

5.14% 

5.05% 

4.92% 

4.83% 

4.92% 

5.00% 

4.83% 

4.63% 

4.40% 

4.16% 

3.78% 

3.49% 

3.37% 

3.17% 

3.01% 

2.81% 

2.71% 

2.36% 

1.88% 

1.82% 

1.93% 

2.43% 

2.90% 

2.62% 

2.25% 

1.78% 

1.59% 

2.51% 

3.63% 

1949-51 to 1959-60 

1950-52 to 1960-62 

1951-53 to 1961-63 

1952-54 to 1962-84 

1953-55 to 1963-85 

1954-56to 1964-66 

1955-57 to 1965-67 

1956-58 to 1966-68 

1957-59 to 1967-69 

1958-60 to 1968-70 

1959-61 to 1969-71 

1960-62 to 1970-72 

1961-63 to 1971-73 

1962-64 to 1972-74 

1963-65 to 1973-75 

1964-66 to 1974-76 

1965-67 to 1975-n 

1966-68 to 1976-78 

1967-69 to 1977-79 

1968-70to 1978-80 

1969-71 to 1979-81 

1970-72 to 1980-82 

1971-73to 1981-83 

1972-74 to 1982-84 

1973-75 to 1983-85 

1974-76to 1984-86 

1975-77 to 1985-87 

1976-78 to 1986-88 

1977-79 to 1987-89 

1978-80 to 1988-90 

1979-81 to 1989-91 

1980-82 to 1990-92 

1981-83 to 1991-93 

1982-84 to 1992-94 

1983-85 to 1993-95 

1984-86 to 1994-96 

1985-87 to 1995-97 

1986-88 to 1996-98 

1987-89to 1997-99 

Average 

Average of 1Q..year Rolling Averages EPS, DPS and BVPS 3.52% 

Source: 2003 Mergent Public Utility and Transporlation Manual 

10 yr compound 
growth rate avgs 

6.28% 

6.10% 

5.77% 

5.27% 

4.96% 

5.26% 

5.47% 

5.82% 

5.94% 

6.36% 

6.63% 

6.93% 

7.16% 

7.46% 

7.92% 

8.24% 

8.49% 

8.62% 

8.91% 

9.29% 

9.71% 

10.05% 

10.41% 

10.42% 

10.22% 

10.03% 

9.96% 

9.77% 

9.34% 

8.80% 

8.32% 

7.92% 

7.38% 

7.06% 

6.72% 

6.49% 

6.12% 

5.89% 

5.81% 

5.73% 

5.63% 

7.53% 
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Union Electric Company d/b/a Ameren Missouri 
File No. ER-2011-0028 

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

for the Comparable Electric Utility Companies 

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

Arithmetic Geometric Arithmetic Geometric 

Average Average CAPM CAPM 
Market Market Cost of Cost of 

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

Com~an:z: Name Rate Beta (1926-2009) (1926-2009) (1926-2009) (1926-2009) 

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

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

C\eco Corp. 4.16% 0.65 6.00% 4.40% 8.06% 7.02% 

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

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

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

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

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

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

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

Average 0.66 8.09% 7.04% 

Column 1 =The appropriate yield is equal to the average 30-year U.S. Treasury Bond yield for October, November and 

December 2010 which was obtained from the St. Louis Federal Rese!Ve website at http:/lresearch.stlouisfed.org/fred2/series/GS30/22. 

Column 2 = Beta is a measure of the movement and relative risk of an individual stock to the market as a whole as reported by the Value Line Investment Survey: 

Ratings & Reports, November 5 and 26. and December 24, 2010. 

Column 3 = The Market Risk Premium represents the expected return from holding the entire market portfolio less the expected return from holding 

a risk free investment. The appropriate Market Risk Premium for the period 1926- 2009 was determined to be 6.00% based on an 

arithmetic average as calculated in Ibbotson Associates, Inc.'s Stocks. Bonds, Bills, and Inflation: 2010 Yearbook. 

Column 4 = The Market Risk Premium represents the expected return from holding the entire market portfolio less the expected return from holding 

a risk free investment. The appropriate Market Risk Premium for the period 1926- 2009 was determined to be 4.4% based on a 

geometric average as calculated in Ibbotson Associates, Inc.'s Stocks, Bonds, Bills, and Inflation: 2010 Yearbook. 

Column 5 =(Column 1 + (Column 2 • Column 3)). 

Column 6 = (Column 1 +(Column 2 • Column 4)). 
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Capital Component . 

Common Stock Equity 

Preferred Stock 

Long-Term Debt 

Total 

Notes: 

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

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

Weighted Cost of Capital Using 

Common Equity Return of: Ameren Missouri 
Percentage Embedded 

of Capital Cost 8.25% 8.75% 

50.92% 4.20% 4.46% 

1.49% 5.189% 0.08% 0.08% 

47.59% 5.944% 2.83% 2.83% 

100.00% 7.11% 7.36% 

9.25% 

4.71% 

0.08% 

2.83% 

7.62% 

See Schedule 5 for the Capital Structure Ratios. 

Embedded Cost of Long-Tenn Debt and Embedded Cost of Preferred Stock Provided in Schedule MGO·E1 of Michael G. O'Bryan's Direct Testimony. 
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The Federal Reserve, ac- speed-up or slowdown in eco- continue the bo1ld purchases be- Pect the jobless rate, at 9A% in 

knowledging a slow recovery nomic growth-llie Fed is likely yond June if underlying inflation December, to stay above 9% into 
and stubbornly high unemploy- to stay the course with the bond remains extremely low. A slow- late this year and put downward BY A 
ment, decided Wednesday to purchases through June. So far, down ln growth later this year, Pressure on prices across the AND 
proceed with its plans to buy as it has purchased about a third of below tbe 3% rate that marks U.S. . 
much as $600 billi01~ in long· the $600 billion target. -In the longer-run expansion in the Top Fed officlals credit the N 
tenn Treasury bonds as it awaits spring, the committee will have economy, also could reignite de· bond-buying program with re· surg 
a stronger pickup in growth. to decide what to do next. flation fears and spur offictals to ducing deflation riSks and easing still 

The decision was unanimous, The Fed bas been holding extend the bond purchases. worries U.S. growth may slow the 
marking the first meeting of the short-tenn interest rates near Still, other Fed officials ex- again in coming months. The dttsl 
policy-making Federal Open zero since December ?00!!, and ped growth and job creation to move helped pusb investors out S 
Market Conunittee without a accelerate in coming months. A of safe Treasury securities and Dec1 
cUssentlng vote since December tax·cut deal by the White House into riskier assets such as stocks pre\ 
2009. W1ille conmlOdity·prices and Congress in December, and corporate bonds. The Dow soru 

DespJte increasingly optimis- which reduces payroll taxes for Jones Industrial Average crossed 329, 
tic assessments of the economy have risen, said Federal l1iJ. workers this year,ls expected the 12000 mark Wednesday for mer< 
from private-sector forecasters, Reserve }JOlicy makers, to boost growth by putting more the first time. since July" 2008, day. 
the Fed offered a lukewarm out· tnoney in consumers' pockets. Putting it up about 20% since T 
look. In ·a statement after Us 'longer-term inflation Economic forecasters generally the end of August-when Chair- arO\: 
two-day meeting, the committee expectations have expect the economy to expand at man Ben Bernanke first hinted all o 
said "the economic recovery is a pace of around 3.5% to 4% tills at new Fed action-and 7% since . mat' 
continuing. though at a rate that remained stable.' year, A pickup in growth heading the Fed's announcement in early wer1 
has been insufficient to bring · futo J1me could spur pressure November. reco 
about a significant improvement from the more-optimistic ~d of· In Wednesday's vote, all four jobll 
in labor market conditions." reiterated Wednesday that it ex- ficials to move toward ending regional Fed baltk presidents cant 

Fed officials acknowledged pects to keep them there for "an the ultra~loo_Se mouetMy policy who rotated Onto the voting ket. 
the recent rise in commodity extended period." 'I'he central of the past two years. membership of tlte FOMC sided D 
prices, which have spurred in· bank embarked on a new rowtd The most likely course, said with Mr. Bet'llanke, including driv· 
creasing inflation worries from of bond-buying in No~ember, as Michael Feroli, chief U.S. econo· two who last year e:xpressed Wes 
central bankers around the· inflation sat well below its infor· mist at J.P. Morgan Chase, Is doubts about the bond pl.U'- wen 
world, but largely shrugged mal2% target-the Fed's de full- that "they'll stOp once they fm· · chases, Richard Fisher of Dallas take 
them off. While commodity. tion of jlrtce stability"-and 1m· ish the $600 blllion. I don't and Charles Plosser of PhUadel- tax ' 
prices "have risen;" they said, employment stood above any think a lot happens after that. pbia. Last year, Kansas City Fed "I 
"longer-tenn inflation expecta· def.mition of "maximum employ- '11ten graduaUy you're going to President Thomas Hoenig. who tng ~ 
tions have renudned stable" and ment," the other half of its man· start talking about exit and baby is no longer a voter and plans to Sher 
underlying inflation-excluding date. The Fed's aim was to push steps toward the exit." retire this year, tUssented at all Ecot 
volatile food and energy interest rates on Ionger·term Investors believe the Fed will eight meetings, preferring that mat' 
prices-has been "trending Treasurys lower than they would start raising rates in early 2012, the Fed stoP loosening policy celeJ 
downward." · otherwise be and prod investors according to .futures markets, and start the process of normal· key 

Baning a surprise shift in the to put mpney in other assets, earlier than some Fed offic-ials izing_ interest rates. for 1 

·. '-· ·. ··- .. 
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1_.. l)fC EDISON ELECTRIC 
- .., - INSTITUI'E 

About EEl 

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

About EEl's Quarterly Financial Updates 

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

Dividends 

Stock Performance 

Credit Ratings 

Construction 

Rate Case Summary 

SEC Rnancial Statements (Holding Companies) 

FERC Financial Statements {Regulated Utilities) 

Fuel 

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

Investor relations studies and presentations 

Internal company presentations 

Performance benchmarking 

Peer group analyses · 

Annual and quarterly reports to shareholders 

Edison Electric Institute 

701 P8nnsylvania Avenue, N.W. 

Washington, D.C. 20004-2696 

202·508-5000 
www.eei.org 

We Welcome Your Feedback 
EEI is interested in ensuring that our financial publications and 
industry data sets best address the needs of member companies 
and the financial community. \'i:/e welcome your comments, 
suggestions and inquiries. 

Contact: 
1IarkAgnew 
Director, Financial Analnis 
(202) 508-5049, magne~@eei.org 

Aaron Trent 
1lanager, Financial Analysis 
(202) 508-5526, atrent@eei.org 

Erin Hailes 
Financial Assistant 
(202) 508-5419, ehailcs@eei.org 

Future EEl Finance Meetings 
EEI International Utility Conference 
March 13-15, 2011 
London Hilton on Park Lane 
London, United Kingdom 

For more informacion about EEI Finance 1-leerings, 
please contact Debra. Henry, (202) 508-5496, dhenry@eei.org 
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The 62 U.S. Shareholder-Owned 
Electric Utilities 
The companies listed below all serve a regulated distribution territory. Other utilities, such as transmission provider lTC Holdings, are not 
shown below because they do not serve a regulated distribution territory. However, their financial information is included in relevant EEl data 
sets, such as transmission-related construction spending. 

Allegheny Energy, Inc. (X'r'E) 

.\LLETE, Inc. (.\LE) 

.-\lliant Energy Corporation (LNT) 

.\meren Corporation (.lliE) 

.American Electric Power Company, Inc. 
(.lliP) 

A vista Corporation (AV.\) 

Black Hills Corporation (BKH) 

CenterPoint Energy, Inc. (CNP) 

Central V ennont Public Service 
Corporation (CV) 

CH Energy Group, Inc. (CHG) 

Cleco Corporation (CNL) 

C1.IS Energy Corporation (Cj\.IS) 

Consolidated Edison, Inc. (ED) 

Constellation Energy Group, Inc. (CEG) 

Dominion Resources, Inc. (D) 

DPL, Inc. (DPL) 

DTE Energy Company (DTE) 

Duke Energy Corporation (DUK) 

Edison International (EIX) 

El Paso Electric Company (EE) 

Empire District Electric Company (ED E) 

Enet;gy East Corporation 

Ener;w Future Holdings Corp. (formerly TXU 
Corp.) 

Entergy Corporation (ETR) 

Exelon Corporation (EXC) 

FirstEnergy Corp. (FE) 

Great Plains Energy Incorporated (GXP) 

Hawaiian Electric Industries, Inc. (HE) 

ID.\CORP, Inc. (!D.\) 

Integrys Energy Group, Inc. (TEG) 

!PALCO Enteprises, Inc. 

~IDU Resources Group, Inc. (MDU) 

MGE Energy, Inc. c;,IGEE) 

AlidAmerican Energy Holdings Compa'!J' 

N extEra Energy, Inc. (NEE) 

NiSource Inc. (NI) 

Northeast Utilities (NU) 

NorthWestern Corporation (N\X7E) 

NSTAR (NS1) 

N'Y Energy, Inc. (N\ 'E) 

OGE Energy Corp. (OGE) 

OtterTail Corporation (OTTR) 

Pepco Holdings, Inc. (POl\D 

PG&E Corporation (PCG) 

Pinnacle West Capital Corporation (PNW) 

PNlvl Resources, Inc. (PNM) 

Portland General Electric Company 
(POR) 

PPL Corporation (PPL) 

Progress Energy (PGN) 

Public Service Enterprise Group Inc. 
(PEG) 

Puget Enew, Inc. 

SC\N.\ Corporation (SCG) 

Sempra Energy (SRE) 

Southern Company (SO) 

TECO Energy, Inc. (IE) 

UIL Holdings Corporation (UIL) 

UniSource Energy Corporation (UNS) 

Unitil Corporation (UTL) 

Vectren Corporation (V'YC) 

\X'estar Energy, Inc. (\VR.) 

\V'iscoosin Energy Corporation (\V'EC) 

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

G iven the diversity of utility holding company corporate 
strategies, no single company categorization approach "'-ill be 

useful for all EEI members and utility industry analysts. Never-the­
less, we believe the following classification provides an informative 
framework for tracking financial trends and the capital markets' 
response to business strategies as companies depart from the tradi­
tional regulated utility modeL 

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

The EEl Finance and ~-\.ccounting Division continues to 
evaluate our approach to comparty categorization and business 
segmentation. In addition, we can produce customized categoriza­
tion and peer group analyses in response to member company 
requests. \\1 e welcome conunents, suggestions and feedback from 
EEl member companies and the financial community. 

Regulated 80%+ of total assets are regulated 

Mostly Regulated 

Diversified 

50% to 80% of total assets are regulated 

L.ess than 50% of total assets are regulated 

Regulated (38 of 63) 

ALLETE, Inc. 

~lliiant Energy Corporation 

Ameren Corporation 

~-\merican Electric Power Company, Inc. 

:\vista Corporation 

Central V ennont Public Service 
Corporation 

CH Energy Group, Inc. 

Cleco Corporation 

CMS Energy Corporation 

Consolidated Edison, Inc. 

DPL, Inc. 

DTE Energy Company 

El Paso Electric Company 

Empire District Electric Company 

Ener;g East Corporation 

Great Plains Energy Incorporated 

ID,\CORP, Inc. 

IPALCO Enterprises, Inc. 

~Iaine & Maritimes Corporation 

Northeast Utilities 

NorthWestern Energy 

NSTAR 
NV Energy, Inc. 

PG&E Corporation 

Pinnacle West Capital Corpor_ation 

PNM Resources, Inc. 

Portland General Electric Company 

Progress Energy 

P11get Enet;gy. Inc. 

Southern Company 

TECO Energy, Inc. 

UIL Holdings Co'Poration 

UniSource Energy Corporation 

Unitil Corporat;ion 

Vectren Corporation 

Westar Energy, Inc. 

VV'isconsin Energy Corporation 

Xcel Energy, Inc. 

Mostly Regulated (20 of 63) 

Allegheny Energy, Inc. 

Black Hills Corporation 

CenterPoint Energy, Inc. 

Dominion Resources, Inc. 

Duke Energy Corporation 

Edison International 

Entergy Corporation 

Exelon Corporation 

First Energy Corp. 

Integrys Energy Group 

MGE Energy, Inc. 

1\1idAmm·can Ener;gy Holdings 

Ne.'ttEra Energy, Inc. 

NiSource Inc. 

OGE Energy Co'J'. 

Otter Tail Corporation 

Pepco Holdings, Inc. 

Public Service Enterprise Group, Inc. 

SC\!.'JA Corporation 

Sempra Energy 

Diversified ( 5 of 63) 

Constellation Energy Group, Inc. 

Energ;• Future Holdings 

Hawaiian Electric Industries, Inc. 

~IDU Resources Group, Inc. 

PPL Corporation 

Note; Based on assets at 12/31/09 
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Q42010 

Stock Performance 

HIGHLIGHTS 

• The EEl Index returned 1.3% during Q4, trailing the 
Dow Jones Industrials' 8.0% rerurn, the S&P SOO's 
10.7% return and the Nasdaq Composite's 12.0°/o gain, 
and reversing the outperfo:rmance seen in Q2 and Q3. 

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

• The cap-weighted EEl Index returned 7.0% in 2010, 
held back by weakness in companies with competitive 
power operations whose earnings outlook has eroded 
with falling natural gas prices. The Mosdy Regulated 
group returned 8.5% and the Diversified group, whose 
number has crn..i.ndled in recent years, returned -5.2%. 

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

COMMENTARY 

The EEl Index produced a 1.3% rerum in the fourth quarter 
of 2010, significandy trailing the Dow Jones Industrials' 
8.0% return, the S&P SOO's 10.7°/o return and the Nasdaq 
Composite's 12.0% gain. During the quarter, the broad mar­
ket sustained the rally that began in July on signs that the 
U.S. economy would avoid a dip back into recession and that 
Europe's political leaders would find a way to defuse the 
sovereign debt crisis affecting its weaker economies, avoid­
ing a traumatic impact on the stability of European banks. 
Fears of slowing U.S growth and the eruption of Europe's 

1 

L Index Comparison (% Return) 

Index 2004 2005 2006 2007 2008 2009 2010 
EEl Index 22.8 16.0 20.8 16.6 -25.9 10.7 7.0 

Dow Jones lnds. 5.3 L7 19.1 8.9 -31.9 22.7 14.1 

S&P500 10.9 4.9 15.8 5.5 -37.0 26.5 15.1 

Nasdaq Comp. . 8.6 1.4 9.5 9.8 -40.5 43.9 16.9 

Calendar year returns shown far all periods. 
"Price gain/lass only. Other indices shaw total return. 
Full year, e)(Cept where noted. 
Source: EEl Finance Department 

IL Category Comparison(% Return) 

U.S. Shareholder-Owned Electric Utilities 

Index 2004 2005 2006 2007 2008 2009 20.10 

All Companies 18.9 9.9 22.5 9.8 -20.9 14.1 11.9 

Regulated 14.4 2.7 22.6 7.8 -15.6 14.2 15.8 

Mostly Regulated 16.4 12.9 22.4 9.9 -27.0 15.6 8.5 
Diversified 36.7 24.7 22.2 18.5 -33.9 8.1 -5.2 

Calendar year returns shown for all periods. 
Returns shown here are unweigtlted averages of constituent company returns. The EEl 
(ride-,; return shown ln Table I above is C<l9-We\gt\ted. 
Source: EEl Finance Department, SNL Financial and company annual reports. 

IlL Total Return Comparison 

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

• EEl Index II! S&P 500 Index • DJIA 

2006 2007 

Note: Full year, except where noted. 
Source: EEl Finance Department 

2008 2009 2010 

EEl Q4 2010 Financial Update 
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2 STOCK PERFORMANCE 

I IV. :tO-Year Treasury Yield- Monthly 

% 
70 

6.0 
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20 

Average Monthly Yfeld.l/1/00 through 12/31/10 
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Sour·:e: U.S. Federal Reserve 

I V. :tO-Year Treasury Yield- Daily 

'lt 
6.0 

5.0 

4.0 
3.0 
2.0 

iO 

Daily Yield, .1,/1/07 through 12/31,110 

Sour:e: US. Federal ResetVe 

• VI. Natural Gas Spat Prices 

$(mmBTU 1/1/05 through 12/31/10, Henry Hub 

~6.0 ,.-----,--------------

4.0 

0.0 

Jc.n-05 Jan.-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 
Sourc1!: SNl Financial 

• VIL NYMEX Natural Gas Futures 

Feb 2011 through December 2016, Henry Hub 

$jmm8TU 

12/31/2010 
-- 12/31/2009 

9.0 

7.0 

5.0 

3.0 

-- 9/30/2010 . -----· 6/30/2010 
-- 12/3:1/2008 

Feb :2011 Feb 2012 Feb 2013 Feb 2014 Feb 2015 Feb 2016 

Soun:e: SNL Financial 

EEl ( 14 2010 Financial Update 

VIII. Returns by Quarter 

2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 2010 
In de)[ Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

EEl Index -10.4 7.1-14.3 -9.9-11.0 9.1 5.5 8.0 ·2.5 ·3.7 12.6 1.3 
Dow Jor.es 

Ind. -7.0 -6.9 -3.7-18.4-12.5 12.0 15.8 8.1 4.8 -9.4 11.1 8.0 

S&PSOO -9.5 -'2.7 -8.4 -21.9 -11.0 15.9 15.6 6.0 5.4 -11.4 11.3 10.7 
Nasc!aQ -14.1 0.6 -9.2-24.3 -3.1 20.0 15.7 6.9 5.7 -12.0 12.3 12.0 Comp." 

"Price gain/lOSS only. Other indices show total returrl. 
SOurce: EEl Finance Oepanment 

2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 2010 
Category* Q1 Q2 Q3 Q4 Q1 Q2 QS Q4 Q1 Q2 Q3 Q4 

All Companies -12.4 6.1 -6.2 -9.3-12.6 9.8 9.0 9.0 0.3 -3.7 12.1 3.3 

Regulated -13.6 4.9 .().3 -5.9-11.5 7.5 9.6 9.6 1.3 -2.7 12.0 4.8 
Mostly 

-10.1 8.7 -13.9 -14.0 ·11.9 11.3 8.9 8.3 .0.8 -5.2 13.7 1.5 Regulated 

Diversified -1L6 6.7-15.5-17.0-22.8 22.8 5.6 8.0 -2.6 -7.1 5.1 .0.2 

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

IX. Sector Comparison, Trailing 1.2 mo. Tatar Return 

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

Sector 
Basic Materials 
Industrials 
Consumer Services 

Oil & Gas 
Consumer Goods 

Telecommunications 
Aggregate Index 
Flnancials 
Technology 
Utilities 
EEl Index 

Healthcare 

Total Return 

31.7% 
26.0% 
23.7% 
19.7% 
19.5% 
17.7% 
16.6% 
12.7% 
12.6% 

7.8% 
7.0% 
4.5% 

Note: Sector Comparison page based on the Dow Jones u.s. Indexes, which are market­
capitallzation-weighteO indices. Find more information at http:/ ;www.djindexes.com/ 
mdsidX/downloads/fact_infojDow_Jones_US_Indexes_lndustry_tndexes_Fact_Sheet.pdf 

X. Sector Comparison, Q4 2010 Total Return 

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

Sector 

Oil &Gas 

Basic Materials 
Industrials 
Aggregate Index 
Technology 
Consumer Services 
Financials 
Consumer Goods 
Telecommunications 
Healthcare 
Utilities 
EEl Index 

Total Return 

21.1% 
20.5% 
13.7% 
11.4% 
U.4% 
11.2% 
11.0% 

9.9% 
7.3% 
3.9% 
2.3% 
l..3% 

Note: Sector Comparison page based on the Dow Jones U.S. Indexes, whicn are market 
-capitalization-weighted indices. Find more information at http:f (www.djindexes.com/ 
mdsidx,ldownloadS/fact_infoj 
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STOCK PERFORMANCE 3 

XI. Market capitalization at December 3:1,. 20:1.0 (in $ MiL} 

Company 
Southe n Company 

Exe on Co po at on 
Damn on Resou ces nc 

Duke Ene gy Co po at on 
NextEra Ene gy nc 

PG&E Co po at on 
Arne Eec Powe 

Pub c Svc Ent G oup 

Canso dated Ed son 

Ente gy Co po ation 

Semp a Ene gy 
P og ess Ene gt nc 

PPL Co po at on 

Ed son nte nat ana 
F stEne gy Co p 
Xce Ene gy nc 

DTE Ene gy Company 

W scans n Ene gy Co p 
Arne en Co po ation 

Cente Po nt Ene gy nc 

Conste at on Ene gy 
No theast Uti t es 

SCANA Co po at on 

NSou ce nc 

P nnac e West Gap ta 
OGE Ene gy Co p 

NSTAR 
CMS Ene gy Co po at on 

A egheny Ene gy nc 
Pepco Ho d ngs nc 

U.S. Shareholder-Owned Electric Utilities 

Stock Symbo $ Ma ket Cap 

so 31958 5 
EXC 27 572 3 
D 249912 
DUK 23 509 2 
NEE 21362 7 
PCG 18 657 6 
AEP 17 255 2 
PEG 16104 2 

ED 140283 
ETR 13 1717 
SRE 12 9451 
PGN 12 7831 
PPL 12 700 8 

EIX 12 583 6 
FE 112541 
XEL 10 848 7 
DTE 7 6591 
WEC 6880 7 
AEE 67459 
GNP 66366 
CEG 6159 7 
NU 56349 
SCG 5140 0 
N 4 899 9 

PNW 45028 
OGE 44356 
NST 4 3703 
CMS 4 2594 
AYE 41153 
POM 4088 0 

% Tota 
785% 
6 77% 

614% 

5 77% 

525% 
458% 
424% 

395% 

344% 
323% 

318% 
314% 
312% 
309% 
2 76% 

266% 
188% 
169% 
166% 
163% 
151% 
138% 
126% 
120% 
111% 
109% 
107% 

105% 
101% 

100% 

Company 

AI ant Ene gy Co p 

MDU Resou ces G oup 

TECO Ene r;t nc 

nteg ys Ene gy G oup 

NV Ene gy nc 

DPL nc 

Westa Ene gy nc 

GeatPansEnegy nc 

Hawa an Elect c nd 
Vect en Co po ation 

CecoCo po at on 

DACORP nc 
Po t and Gen E ect ·c 

Un Sou ce Ene gy 
ALLETE nc 

Av sta Co po ation 

PNM Resou ces nc 

E Paso E ect c Company 

8 ack H s Co po ation 

No thWeste n Co p 

MGE Ene gy nc 

U L HodngsCo po at on 

Emp e D st ct Elect c 

Otte Ta Co po at on 
CHEne gy G oup nc 

Cen Ve mont Pub c Svc 

Unti Co po at on 

Tota ndustry 

Stock Symbo 
LNT 
MDU 

TE 
TEG 
NVE 

DPL 

WR 

GXP 

HE 
we 
CNL 
DA 

POR 

UNS 
ALE 
AVA 

PNM 
EE 
BKH 
NWE 
MGEE 

UL 
EDE 
OTIR 

CHG 
cv 
UTL 

$ Ma ket Cap 
40619 
3 8142 
3 7921 
3 769 2 
33034 
2 977 2 
28105 
2 6215 
21354 
2060 9 
18601 
17782 
16354 
1309 3 
12817 
12530 
11921 
11816 
11680 
1043 5 

9884 

9640 
9192 
8071 
772 0 

273 6 
2463 

407,2745 

%Tota 
100% 
094% 

093% 
093% 

081% 
073% 
069% 
064% 
052% 
051% 

046% 

044% 
040% 
032% 
031% 
031% 
029% 
029% 

029% 
026% 
024% 

024% 
023% 
020% 
019% 
007% 
006% 

10000% 

XII. EEl Index Market Capitalization (at Period End} 

$ B ons 

550 

500 

450. 

400 

350 

300 

250 

200 

I I 
I 

U.S. Shareholder-Owned Electric Utilities 

I I II 
I IIIII I 

Note: Change in EEl Index mar~<et capitalitation reflects the impact of buyout and spin-off activity in addition to 
stock market performance. 
Source: EEl Finance Departmellt and Wall Street Joumal 

Ql-Ql 
Q2-D1 
Q3-Q1 
Q4.01 
Q1-Q2 
Q2-Q2 
03-02 
Q4-D2 
01-D3 
Q2-Q3 
03-03 
Q4.03 
01-D4 
02-D4 
03-04 
04-04 
Ql-QS 
Q2-Q5 
Q3-Q5 
Q4-D5 

EEl Index Market Cap (in $Billions) 

319,484 Ql-06 422,899 
317,546 Q2-Q6 432,848 
291.035 Q3-06 464,281 
300,200 Q4-06 503,858 
317,668 Q1-Q7 
292,238 Q2-D7 
238,331 Q3-07 
249,553 Q4-07 
240,598 Q1-Q8 
289,454 Q2-o8 
288,073 Q3-08 
314,324 Q4-08 
329,601 Q1.o9 
323,193 Q2-09 
342,460 Q3-09 
380,305 Q4-09 
395,663 Ql-10 
425,989 Q2-10 
454,727 Q3-10 
428.825 Q4-10 

525,088 
515,565 
514,946 
514,486 
456,711 
482,024 
404,472 
361.921 
316,070 
343,844 
363.185 
389,672 
377,281 
360,044 
402,014 
407,275 

EEl Q4 2010 Financial Update 
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4 STOCK PERFORMANCE 

XIII. Comparative Category Total Annual Returns 

U.S. Shareholder-owned Electric Utilities, Value of $100 invested at close on 12/31,12005 

a EEl Index "m Regulated • Mostly Regulated • Diversified 

12/31!2006 12/31!2007 

2005 

12/31/2008 12/31j2009 

2008 
(20.93) 

116.87 

(15.59) 

114.66 

(27.00) 

110.84 

(33.90) 

12/31!2010 

EEl Index Annual Retum (%) 

EEl Index Cumulative Return {$) 

Regulated EEl Index Annual Return 

Regulated EEl Index Cumulative Return 

Mostly Regulated EEl Index Annual Return 

Mostly Regulated EEl Index Cumulative Retum 

Diversified EEl Index Annual Return 

Diversified EEl Index Cumulative Return 

carendar year returns shown, except where noted. 
Returns are unweighted averages of constituent company returns. 

2006 
22.47 

100 134.57 

22.65 

100 126.00 

22.37 

100 138.11 

22.16 

100 152.37 

2007 2009 2010 
9.83 14.13 11.87 

147.81 133.38 135.78 

7.81 14.25 15.75 

135.84 131.00 147.60 

9.93 15.58 8.51 

151.83 128.11 123.16 

18.46 8.07 (5.16) 

180.49 1.19.30 :128.93 98.03 

XIV. EB Index Top Ten Performers 

Forrhe 12-month period ending 12/31/10 

sovereign debt worries had driven the broad market down 
during 1:1ay and J nne, while regulated utilities stocks outper­
formed. In a strong quarter for the market, one might expect 
utilities to imderperform, and indeed they did during Q4. But 
the broad EEl Index, which is capitalization-weighted and 
influenced by large companies with competitive generation) 
suffered from ongoing weakness in natural gas prices and the 
resultant impact on competitive electricity prices. 

Company Category %Return 

Regulated Group's Strength Continues 
The Regulated gr:oup of companies continued to outperform 
competitive power generators during the quarter, extending 
for the sixth consecutive quarter a ttend that began in Q3 
2009. As shown in Table VIII, EEl's Regulated group (80% 
of assets are regulated) returned 4.8% during Q4 while the 
Diversified group (less than SO%. of assets are regulated) re­
tumed --0.2%. The Mosdy Regulated group (SO% to 80% of 
assets are regulated), a mix of companies that balance regu­
lated and competitive operations to varying degrees, :retumed 
1.5%. However, due to the migration of company strategies 
toward traditional regulated opetations in recent years, the 

££1 Q4 20~0 Financial Update 

EJ Paso Electric Company R 

Northeast Utilities R 

OGE Energy Corp. MR 

Amant Energy Corporation R 

Empire District Electric Company R 

MGE Energy, Inc. MR 

CMS Energy Corporation R 

lntegrys Energy Group, Inc. MR 

Westar Energy, Jnc. R 

Wisconsin Energy Corporation R 

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

35.7 

28.1 

28.0 

27.2 

26.4 

24.4 

23.9 

22.3 

22.1 

21.7 
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STOCK PERFORMANCE 5 

Diversified group is dov.n to only four publicly traded com­
panies from ten in 2004, while the i\losdy Regulated group 
has decreased from 26 companies to 20. 

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

Natural Gas Prices Remain Depressed 

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

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

years. Domestic natural gas supply has been boosted by pro­
duction from low-cost shale reserves, while the economic 
recession and tepid recovery has reduced demand, creating a 
supply glut. _\s a result, analysts became increaslrtgly bearish 
as ·-2010 progressed about the prospects for natural gas 
prices and long-term competitive power prices, even in a 
sustainable economic rebound. These developments 
weighed heavily on the share prices of many companies with 
significant competitive generation assets. 

Power Demand Boosted by Hot Summer 

_\fter declining nearly 4% on an annual basis in recession­
wracked 2009, nationwide electricity output rose 3.7% dur­
ing the economically stronger 2010. Helped by a generally 
hot summer across the country (cooling degree days~ a 
measure of air conditioning usage, were 22% higher than 
the historical average), power demand jumped 6.9% in Q3 
2010 and hit record levels in some cities, which likely con­
tributed to the industry's share price strength during the 
sununer. Nevertheless, the long-tenn outlook for power 
demand remains uncertain, dependent not only on the 
strertgth of economic growth but on the impact that energy 
efficiency, smart grid and demand response technologies, 
along with general conservation measures, will have on 
power usage. 

XV. Share Ownership by Investor Category(% oftotal} 

U.S. Shareholder-Owned Electric Utilities 

Institutional - Retail- Insider s:J 

100 
90 
so 
70 
60 
50 
40 
30 
20 
10 

0 

c'> o'> o"' <!? ~ ~& o" o" ~ "<P &- 1:)~ >'P <to <'<§' '"<§' ~ 
<' <f <' <;,•" \"'" <' ~ 

'"'" <' <fF '"" -o•" <' 
\" \" <:!' \" -o• -o• '" '" <:!' '" 

Deo<)2 Mar-Q3 Jun-03 Seo<)3 Dec-o3 Mar-o4 Jun-04 Seo<J4 Doe<l4 Mar-os Jun-05 Sep-05 Dee-05 Mar-06 Jun-06 5eo<J6 
Institutional 46.6 48.6 49.6 so 51.5 51.4 53.1 53.5 55.6 54.9 533 56.1 55.9 55.6 60.2 61.8 

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

Retail 51..9 49.7 48.8 4"-4 46.9 47.1 45.4 45.1 43.0 43.3 44.9 422 42.3 42.7 38.0 36.4 

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

0""'6 Mar-07 Jun-07 Seo<)7 D«<l7 Mar-08 Jun-08 Sop.QS Dec-09 Mar-09 Jun-09 Sep-09 De«l9 Mar-l.O Jun-10 Sep-10 

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

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

Retail 36.5 34.8 31.4 32.6 31.8 32.1 31.8 34.5 36.9 36.7 35.6 33.2 33.0 34.0 34.0 33.4 

Total 100.0 100.0 100.0 100.0 100.0 100.0 UJO.O 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

source: SNl Financial and EEl Finance Department. Note: lr;stituttonal figures represent end-cl-quarter, unweighted average of the 56 publiclY traded EEIIndell companies. 
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6 STOCK PERFORMANCE 

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

As shown in Table V, the 10-year Treasury yield fell 
from 3.8% at the start of the year to under 2.5% in October. 
But after the Federal Reserve's early November announce­
ment that it would implement a second round of quantita­
tive easing to support the economy, the 1 0-year T reasu:ry 
yield posted it's sharpest climb since early 2009, and finished 
the year at 3.3% (a level, nevertheless, still quite low by his­
torical standru:ds). 

With bond yields low, the strong dividends and slow 
but steady earnings growth offered by many utilities have 
been an important source of support for the industry's 
stocks. At December 31, the average dividend yield for the 
EEI Index's 63 publicly traded utilities stood at 4.5%, well 
above the S&P 500's l.8%. However, many Wall Street ana­
lysts have commented that regulated utilities tend to under­
perform the broad markets during periods of rising rates. 
Should interest rates rise significantly during 2011 and be­
yond, the group would likely face a struggle to sustain the 
strong performance of recent years. The Regulated group 
has benefitted as interest rates have declined, eam.ings 
growth prospects have stayed healthy and as investors have 
sought stability during periods of market uncertainty. The 
Regulated Group has outperformed the S&P 500 ill five of 
the last seven calendar years (through 2010). 

Industry Prospects Appear to Be Sound 
i\tlany regulated utilities are engaged in capital spending pro­
grams that should help drive solid mid- to high-single-digit 
eamin.gs growth over the next several years, which analysts 
point to as an ongoing source of attraction for investors iD. 
addition to the sector's dividends. {\..!oreover, recent EP_-\ 
moves to limit coal plant emissions through the Clean Air 
Transport Rule (C.\.TR) -which will target SOx and NOx 
emission - and a lY!aximum AchieVl!ble Control Technol­
ogy (M.\CT) rule fot mercury will conceivably force the 
retirement of 50 to 60 gigawatts of older, inefficient coal 
plants within the next five to ten years, according to many 
Wall Street analysts who follow the industry. This represents 
a sizeable slice of a total coal fleet that totals approximately 
340 gigawatts. 

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

EEl Q4 2010 Financial Update 

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

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

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

No Longer Undervalued 
By late in the year, most industry analysts were coaunenting 
that utility price earnings multiples had climbed above their 
historical average levels and that the undervaluation evident 

earlier in the year had largely disappeared. However, with 
interest rates as low as they are and the risk of a return to 
broad economic weakness still very much in play, there was 
a general sense of confidence that the sector's capital invest­
ment gro'\\---th potential and strong dividend yields offer a 
floor of support for its stock prices, especially if the econ­
omy should suffer renewed weakness. 

The situation for competitive power providers was less 
certain. While few analysts were willing to call the bottom 
for competitive power - and indeed earnings for many will 
likely decline over the next several years as higher-priced 
hedges roll off - some suggested that the grinding bear 
market may bottom in 2011. The year will bring additional 
clarity from the EPA about new regulations for a wide range 
of emissions, which in tum will offer insights about the 
magnitude of needed coal plant retirements and the indus­
try's strategy for replacing this capacity - likely emphasiz­
ing natural gas generation. PJ~f's }v!ay 2001 capacity auction 
for the 2014/2015 year was widely cited as a key indicator 
of any potential power market turnaround. But a solid earn­
ings recovery likely remains several years in the future.• 
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t of Call in Crisis 
Growth in 20U will be re­
strained by tightening mea· 
sures totaling 4% of GDP; even 
the Porttiguese·govenunent's 
0.2% growth forecast looks 
ambitious. Meanwhile, Portu· 
gaPs current-account deficit is 
only slowly edging down. Ulti· 
mately, Portugal may simply 
nm out of time to convince in· 
vestors, with unsustainab1e fi~ 
nanclng costs forcing it to seek 
ald. 

Europe missed a trick by 
not balling out Portugal when 
It helped Ireland, although it 
would have required the gov­
ernment to ask for aid. The 
same mistake shouldn't be re· 
peated. Ideally, any Portuguese 
bailout would be accompanied 

by measures to stop the crisis 
spreading to Spain. These 
could include increased bond 
purchases by the European 
Central Bank; a credible plan 
for recapitalizing European 
banks; and an increase in euro­
zone lending facilities to cope 
with any possible request for 
help. Citigroup recommends a 
€2 trillion ($2.6 trUlio"n) bail­
out fund, With a vastly in­
creased role for the ECB. 

Portugal's next challenge is 
Wednesday, with a €1.25 bil­
lion bond auction. Poor auction 
results will raise the odds of a 
bailout. But Europe should be 
working on an answer tbat 
goes beyond Portugal, 

-Rl~hard Barley 

OVERHEARD 
It Isn't Just Investors being 

taught a lesson by the slump 
In education stock.s; After 
Strayer Education reported a 
20% faD In wlnter-tenn neW· 
student enrollment, one ana­
lyst lamented It Isn't }Ust the 
sector with an overcapacity 
problem. With declining deal 
flOw and trading revenue. the 
sector looks over"Covered by 
Wall Street Some 22 ana­
lysts cover Industry bell­
wether Apollo Gtoup. Yet 
FactSet data show the lead­
Ing firm In the slmdarly sized 
health-care-supplies sectOr, 
Oentsply InternationaL IS- . 
covered by just 10. 

• * * 
Going public Is no picnic. 

Just four U5. retail compa­
nies had Initial public offer­
Ings In 2010, accounting for 
2% of the $35.7 bUIIon In to­
tal volume. says Dealogfc. So 
lfs little surprise Crumbs 
Holdings Is trying the back­
door. The fast-growing cup­
cake retailer sald Monday It 
plans tO sell itself to a spe­
dal-purpose acquisition com­
pany that will rename Itself 
Crumbs Bake shop and trad~ 
on Nasdaq. After Krlspy 
·Kreme~ spectacular rlse and 
fall, Investors should beware 
gorging on CUJ?Cakes. 

er Will Work on Playboy in Private 
Rabbit, Run 
Performance, dally data 

'::• :•i,~i•; ,;;;;;;~~9 

~:~ 
. -25 r;;~rT'T":t"TT"r-rrT;~l 

SOIJI'ce: Wil Mol!Ut Da~ Gnl•p 

summer, this is no lowball bid. 
It implies a roughly $300mil· 
lion enterprise value, nearly 20 

times RBC Capital Markets' es­
timated 2010 earnings before 
interest, taxes, depreciation 
and amortization but after pro· 
gramming expenses. 

Playboy's magazine and TV 
businesses have been in free 
faU, undercut by competition 
from the Internet. Revenues for · 
the rust three quarters of 2010 
were 37% lower than in the 
same period In 2007. Only li­
censing has been stable. 

Rlzvi and its investors, 
which along with Mr. Hefner 
are putting up equity of more 
than half the deal's value, will 
have a majority stake. Earning 

a decent return depends on 
continued expanslon of Play· 
boy's brand licensing efforts. 

RBC analyst David Bank 
projects licensing revenue 
nearly doubles by 2013, which 
could translate to total Ebitda 
of $42.6 million. As Mr. Bank 
notes, applying the eight-times 
forward multiple at which 
Iconix Brand Group is trading 
would then imply an enterprise 
value of $341 million-surely 
not enough for Rlzvi. That sug­
gests this is at least a five-year 
tumaround. By then, even 
Mr. Hefner may be running out 
of energy. -Martin Peers 

w././ 

The 
.WSJ.com/lieurc! 

r· " ' '/" I ' r 
Latest 

Energy Deal 
Lacks Spark 

Heating utility executives 
talk about merger synergies is 
a bit like watching paint 
dry-except that paint sticks. 

Concerns that any savings 
from the merger of Duke En­
ergy and Progress Energy will 
be clawed back by-state regula· 
tors largely explains why Mon­
day's deal hit both stocks. 

Based on the midpoint of 
guidance, nonfuel deal syner­
gies are worth about $2 billion 
after tax, assuming some up­
front costs. H regulators hand 
half those gains to bill payers, 
Duke's shareholders should 
still accrue almost 50 cents a 
share in value. Yet Duke stock 
fell 20 cents. A!!. thiS is an all· 
stock deal, Progress also feU. 

Discounting all potential 
synergies, and more, is harsh. 
With overlap In the CaroUnas,. 
there is s~ to eu.t easts. And 
extra savings on fuel, which 
can be passed on to customers, 
could earn grace with regula­
tors. A larger, more-diversified 
utility also should enjoy a 
lower risk premiwn. 

Such benefits, though, are 
hazy. Moreover, Duke's claim 
that the combined group will 
increase earnings per share by 
4% to 6% annually in the long 
term looks ambitious, And the 
company has yet to issue guid­
ance even for 2011. "This 
merger, if successful, will de­
fend their growth aspirations, 
not enhanee them,• is how 
Greg Gordon, chief utilities an­
alyst at MOrgan Stanley, put it. 

The stocks face another, par· 
adoxical headwinii: hope. Regu· 
1ated utilities, with high, stable 
·cUvtdends, often are treated as 
bond proxies, a big reason for 
outperforming other utilltles 
since early 2009. A!!. bt:oader 
optimism rises, however, so 
should debt yields, making reg­
ulated utility stocks relatively 
less attractive. Making them 
sexy again won't be easy when 
even a $13.7 billion merger 
doesn't set pulses racing. 

-Liam Denning 
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Utilities 
Capilal Management 

The capital cycle lhar began in 2007 conlinues lor regulaled ulililies, as aging 
inlraslruclure and governmenl policies diclale malarial upgrades and inveslmenl in 
the system. In this report, we re~iew the scale and scope of spendin9 over the 
nexl 5 years. We also analyze paHerns from pasl capilal and business cycles in 
on attempt to provide some tools to identify investment themes. 

• We eslimale lhal regulaled utilities will spend more Jhan $300 billion of Cap-ex 
between 2009 end 2013. This represenls approxlmalely 2x deprecialion and 
amortizalion, and is down only 2% from las! year's su!Vey in spite of lhe current 
recession. 

• This inveslmenl should conlinue lo cause an e!evared number of role case filings. 
We expecl 60 role case filings in rhe nexl 18 monlhs. We also eslimate over 
$1008 of external capilal needs, including $208 of equily over the next 5 years. 

• In the short term, investors have been attracted to regulated ufilities as confidence 

In ihe economy has been lesled. AI. !his pcinl in lhe business cycle, the highesl 
qualily regulaled stocks look fully valued, ond we would therefore recommend 
smaller-cop ulilities rhat cony a liille more rtsk, bur represenl beHer relalive value. 
c./V'S, DPl, and NVE ore our favoriles. 

• In lhe inlermediole term, role cases and equily issuance schedules should presenl 
some of the besl catalysts for utilily investment We like AEP over this lime period 
due lo its completed equily issuance and resalulion of ils mosl slgnificanl role case 
maHer in Ohio. 

• In !he long term, we like compcnies !hat can besl manage Jhe execulion, role 
recovery, and hnancing rtsks associated wllh large inveslmenl programs. We like 
WEC mas! among this group. 

Barduys Capiro! does and seekslo do businessllilh compan"' rovered In lis researrh reparls. As a resuh, investors 
should be (J'I{QIO rhollhe firm moy have a ronHirJ of inleresl thor rould oiled !he objectivity of this reporl. 

(uslomers of Barduys (apilal in the Uniled Slates ran rereive independenl, lhird·parly rasaorrh on lhe rompany or 
companies covered in rhis report, al no rosllolhem, whera s01b resoarcb is available. (uslomers can accOlllhis 
independenl researrh Ill www.lehrmmlive.com or can caH 1·800-2S34626Jo requesl a copy of rhis research. 

lnveslors should ronslder !his report os on~ asinglelador in making their investmenl dedsion. 

PLEASE SEE AHAI.YSTtSJ C:JRTIFICATfON{S} ON PAGE 96 AND IMPORTANT DISCLOSUR.!S 
BEGINNING ON PAGE 97 
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Ulllllles 

Capital Management in the Capital Cycle 

We are in the third yeor of the infrastruclure build cycle far regulated utilities that began in 

2007. Based an our 2009 capex survey, we now anticipa!e that the ioduslly will 

proceed with a pre-dividend free cash How deficit through of least 2013, but likely 

signiHcantly longer. We estimate CNer the next five yeors, the indusfly will spend on 

average 2.0x its annual depreciation and amortization expense growing industry rate bose 

at oo overage onn·ual pace cf 6.3%. 

We expect that the risks of this build cycle will offset much of the growih opponunity In 

share performance through the construction period. This is consistent with the investor 

expe1ience in the las! majol inlmstnicluJe cycle which extended lrom 1973-1984. 1he 

headwinds we fmecast will likely come flam the dilullve effect of heightened external 

capitol funding r~uiremenls, regulofo'Y fisk in a rising rote environment and execulion risk 

associated with a signincant construction p1ogram. The best performing stocks aver the 

cycle will likely be !hose spending on infrastruclure with the highest public policy support, 

with the highest quality balance sheets, doing business in the best regula!o"f jurisdictions. 

This report updates: 1 J our recommendations and investment stcategy, which we believe 

will maximize shareholder relums over the short, intermediate, and long lerm; 2) our latest 

estimoles of the drivers and size of the investment ahead; 3) our examination of the 

business consequences and cost of capital implications for the build cycle hom the 1970s 

and the parallels lo today; 4) our analysis of utility regulola"f jurisdictions; and 5) our 

review of the pending rate matters for our coverage universe. 

Recommenda_tions and Investment Strategies 

We break our views on the group Into three lime periods: the long term !i.e., the duralion 

of the capital cycle!. inlermediale term (I.e., one Ia two yeors), and short term !i.e., the next 

six to 12 months.) 

In the long term, struclural headwinds should persist for regulated ulilities, owing !o risks 

associated wilh capital acquisition1 consJruction execution, and regulatory recovery fn a 

rising rotebose environment. The bulk of !his report is focused on these long run trends. As 
a result of these trends, we would be ovmers of the mos.! construdiva regulotol)' 

jurlsdiclionsj the strongest balance sheets, and most capable managemenls. We 

acknowledge, however, that many of the names thai fit this description are pricey at ihe 

moment, following a year of investor defensiveness and caution. One from the group that 

we believe does sc1een a~rac!ively Is Wisoonsin Energy I\IVEC). We like WEC due to 

-solid management, cansislenl Wisconsin regulation, ond the earnings ond rote bose 

growih II should derive from its Oak Creek plant that Is in the final stages of construction. 

Additionally, WEC is one of three regulated ulililles we expect to be pre-dividend free cosh 

Row positive over the next several years. 
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In the intermediate term, we ore looking for potential catalysts around role case filings and 
equity issuance schedules. Given that AEP has essentio/ly concluded its E/ec~ic Security 
Plan in Ohio, set its guidance based on ~ough dark spread margins for off.yslem soles, 
and has cleared its equity issuance needs for the foreseeable fulure with a $1.78 offering 
in April, we like its positioning relative to the regulated group. 

. In the short term, we believe the investment winners will be driven by macro lund flows in 

suppo~ of fundamentals. Based on the precedent of previous recessions, higher quality 
utility names with good liquidity attract investors during the earlier stages, and as the 

recession matures, lnve.slors move out the risk _curve lo smaller- ond mid-cap names thai me 

less liquid. The reasons for this ore two-fold: investors add risk as the economy recovers to 

better porticipole in the upswing, and the ecr/ystage bid that goes to the highest qua/fly 
names also creates o relative pricing disparity that allows the smaller less liquid utilities to 

represent bener value. We recommend CNS, DPL, and NVE among this smaller-cop 
group. 

The Short Term: Recessions Drive a Quality Trade 

6 July 16, 2009 

As we have seen, when the economy enters a recession, Investor funds lend to migrate 

toward regulated utilities. further, in the early throes of recession, the funds How Into higher 
quo/ily regt.loted utilities versus lower fier reg<.doted ulilifies. Higher quality names would be 
characlerized by defensiVe qualifies identified as superior credit access {higher credit 

rotingsJ, secure and growing· dividends, located in supportive regulatory drstricls, and 

exhibiling superior trading liquidity for ease of entry and exit. The ulihtles we classify as 

higher quolily would be DUK, ED, NST, PCG, PGN, SO, WEC, and XEl. A:; o group, 
these high quolily stocks outperlormed the lower tier universe by 21% from 6 months prior 
lo the recession's beginning to the March trough. 

On o brooder look at post recessions, this ponern also holds. The higher quality I lower 
tier pairing ·has pJoduced on overage 18% returns beginning 6 months prior to the 

recession through the recession's trough. This performance Is the average of the recessions 

since 1970. Conversely, as the market perceives on economic recovery, (ower tier names 

begin to outperlorm higher quality names. In the recessions since 1970, lower tier utilities 
outperlormed higher quality by 22% from trough to 6 months pos~recession, while 
outperformonce of the lower lier in !he current recession is about 12% lhrough June 2009 

from March. 
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Figure 1: High Quality Outperforms Heading Into Recessions; Trails Heading Out 

Average Relative Performance: lower Quality vs, Higher Quality 
(Historical Slnce1970) 

6 Mos. Prtor to stan of Recession Nwd 3 Months R&eeMlomuy 'Rough 3 Mos. Mer Trough 
~SS\01\, 

Figure 2: lower Quality Names Recently Starting to Outperform 

6.0% 

U% 
2.0% 

Relative PeTformanca: Lower Quality ••· Higher~Qualily (Current 
Recession) 

o.a% .P....--~+-.-\~r"'<-~r~-,-J~-.-~~~~--.-.... ""'<'~-+~~~ 
-2.0% 

-4.0% 

-8.0% I 
-8.0% 

-10.0% 

-"~ ~~ 
~""' ,p 

At this point, and in spite of lower tier performance since fv\arch, a significant valualion 

gap persists, favcring smaller, less liquid names. 
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Figure 3:Relative Valuations Higher Quality vs. lower Quality 

Group 
Higher Quality 
Lower Quality 

2010 P/E 
11.6x 
10.7x 

Source: FoctSel, BoiC!ays CopiJol ~~-males. 

Current P/BV Dividend Yield 
1.5x 5.3% 
1.2x 5.6% 

Payout Ratio 
65.3% 
64.0% 

The Intermediate Term: Rate Case Timing and Equity Needs Provide Catalysts 

8 July 16, 2009 

Continued FCF Deficits Will Require Equity I Rate Cases 

Based on the capex surtey we hove performed associated wilh this report, we conHnue to 

see net free cash !low deficits for the group well into next decade (see figure 4). In fact, 
the biggest surprise in this year's survey was the feet that spending on~ came down 2% 
ve~us our 2008 work- for overlapping years. N a result, the ~fgnificonl ccpilol raising 

appetite shown by the group in 2009 yeaetO<iate appears to be Just the tip ol the iceberg. 
In order to maintain current debt/cop ralios, we anticipate that the regulated utility .group 

will need to raise at least $100 billion in debt and equity to complement retained earnings 
over the next ~ve years. 

Figure 4: Capex Forecast Changes, y/y 
ff In mUfions) 

20DBE 
$39,129 
$52,714 
$61,338 
$63 335 

61.9% 
3.3% 

2009E 
$37,588 
$51,745 
$60,472 
$58144 

64.7% 
-3.8% 

Source: Bordoys Capitol esllmale5. compofrt f;tUlgS. 

2010E 
$37,053 
$51,881 
$61,102 
$59,819 
81.4% 
-2.1% 

2011E 
nla 
nla 

$63,350 
62057 

nla 
-2.0% 

2012E. 
nla 
nla 

$62,301 
$63 282 

n/a 
1.6%. 

Total 
n/a 
nla 

$308,562 
$306 637 

n/a 
.. Q.&% 
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Figure 5; Forecasted Cash Flow and Capital Needs 
Cloplfal tn:l' Cash Flaw ProJK'IIons 
~Ow:wd ReQJal!!d Utltils 

""''"' cash rrom ep.allgf\f; ...... 1<8,130 ~197 

"'""" '""""' {$51\144) (~819) 

"""""' ~~~ I!Jj;~ l'll:'"l ReiCHI'I, POst DIY. $ UkJ 

$22,931 $18,984 $11,531 . , ..... ., 
~/Ottwa 
Retained eamnos ~ ... 7.1W. 8.3% 
cash from OperallofU; cnaro. 20% 3.1% 
""""'Chqe 14.~ ·82% 29% 
a<Menc~ G!'O'Mb '·"' '-"' .,. 
Propcrion Relumed to {trw.n !rem) Ollbl ""' 7S% ... 
f'ropor1on R61umed to (IbM l'roml E~ly .,,. ... ""' 

151,1411 
($82J)S1) 

ll;;m 
$111,237 ...... 
.... 
8.1% 
3.7% 

~"' .,. .,. 
Nl;(a r~•rtiN ~ c.pfllllfltt llll¥ft9"C•tdu;b)' •fN(I'f/l.ab: bnt«r.Nr~pM'Ha nclit &rd'Y' ~,.,~w.aa 

Source: Compony li~nsp. Borel¥ Copilol eJ!imoii!IJ. 

$58,013 ....... 
($83,:192) ,..,., 
l$12.244) 
(l19;ti4) 

f$1~611} 
$U,illl:i) 

$1&.fl1 $12.2:24 .,.., $3057 

.... 4.5% ... 8.9% 
2<ll' ·1.211 
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The following table Ickes a company by company look at our esfimale of equily needs. 

Figure 6: Projected Equity Issuance Schedule 

Amount& Yearof Issuance($ in mi!Hons) 
Com~a~ Ticker 2008 2009E 2010E 2011E 2012E 
Amant Energy LNT 1 0 350 (1) 
Ameren Corp. AEE 154 100 100 100 500 (1) 
Amedcan Electric Po.ver AEP 159 150 150 150 
CMS Ener111 Corp CMS 9 
COnsolidated Edson ED 51 550 (1) 550 (1) 400 (1) 
Dominion Resources nc D 240 400 250 250 
Duke Energy Cocp DUK 150 300 300 
FPL Group Inc FPL 41 200 500 (1) 500(1) 
Great Phins Energy GXP 15 
Hawaiian Electric lndusl. HE 136 0 45 45 45 
NiSowce Inc Nl 1 60 
Northe"'t uuaies NU 6 ~to'llrn 3al (1) 
NV Energy NilE 6 150 (1) 
PG&ECoJp PCG 225 225 400 150 150 
Pinnacle West Capftal PNW 25 300 (1) 25 25 
Pepco Holdngs POM 316 29 300 (1) 3al (1) 100 
Portland General POR lillii Progress Energy PGN 132 roo 300 300 
Public Service Enlrp Group PEG 0 
Sempra Energy SRE 18 23 23 23 23 
Soldhern Co so 474 500 roo 600 600 
TECO Energy Inc TE 22 25 25 25 25 
Weslar Energy WR 294 60 
Xcel Enersx XEL 353 75 75 75 75 

Total $3,265 $6,494 $3,768 $4,203 $3,443 
(1) Reprauntsac:tud or &Smlted marlcetedofeings, asoppc:sed to DRIP ordribtfe progmms. 
Note: Graycdls indeae atti.EII amounts lsstBd 

Source: Company lif'1119s, Bo.days Copilal eJiimoleJ. 
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As an inve~tment tool, these issuance events provide meaningful catalysts to performance. 

When !he merkel anlicipoles on eqully need, !he stock will lend to underpedonn the group. 

In contrast, once lhe equily Issuance has occurred and the new shares have been digested 

by Investors, the median stock will outperform the group. Financing needs having been 

met, ond balance sheets shored up provide more than ample reoson to !usli{y this behov!or. 
Figure 7 shows the value of this cololyst in light of the Issuance-heightened environment for 

the last 12 months. 

Figure 7: Stocks Perform Well Once Equity Hos Been Cleared 

5.0% 

4.0% 

3.0% 

= 2.0% ., 
.: 
~- 1.0% 

~ D.O% 

-1.0% 

-2.0% 

-3.0% 
-90days to 

Olfer 

Soorce: FoctSel. 

Returns Around Equity Issuance 

-60days to 
Olfet 

-30 days to 
Oller 

orrer+ao 
days 

· Rate Cases Provide Trading Opportunities 

01fer+60 
days 

Offer +90 
days 

Also during a capitol cycle, faclicol opporlunilies will develop around rate case timing, 

since rate case ~lings fend to cause uncertoinfy around future earnings. h a result a risk 

p~mium Is attached to utility stocks whose subsidiaries ore anHcipated to file a rate case or 

ore In the rote ca3:e process. h the rote case process moves forward, more and more 

dorily begins to develop around the poramelers of a potential order. Once the otoff 

recommendation is released the likely worst case scenario con be understood and once the 

AU recommendation is mode, the final parameters of an order oon be closely estimated. 

From this point foiWord the higher risk premium created as a result of rate case uncertainty 

abates, This tradable phenomenon is shown In Figure 8. 
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Figure 8: Relalive Performance and Rat• Case Timing 

nme In Months 

Soatc8~ SNl Flnondol, Bloomberg, Botcby.s Copilal eslimcle~. 

All else equal, if an inv.,tor shorts a stock four months prior to a role case filing through !he 
lime of the ruling he/she should outperform the regulated group by 334 basis points lbpl, 
on overage. If In tum that same investor then buys the utility 12 months aher the role case 
filing through 12 months aher the decision he/she should earn, on overage, an additional 

388 bp relative to the regulated group. It is important to note that this analysis lost year 
showed relative returns of 398 bp and 644 bp, respectively. The returns from the trade 
vvere dampened as a r"'ult c! 2008 being a very volotile year in which broader systemic 
risks drove the market more than any company specific risk such as rote cases. A.s the 

market moves toward a more ·narmaJ• environment across the Intermediate term, and 

oway from trading around brooder systemic risks and fund flow dynamics in the shor1 run, 
we would expect this trade's effectiveness to Improve. 

Given tho! most smalkop regulated uliUlies ore only single or dual jurisdictional and most 
larg<Kap regulated utilities are multi·jurtsdiclloncl the risk premium during a role case 
should be larger far smaller-cap utilities. 
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Figure 9: Rote Cases end Relative Performance by Cop Size 

11mB in Months 

This is in fact the case, as shown in Figure 9: The trading returns from the same general 

"shorHhen-long• s~otegy as described above is 480 bp and 433 bp for small cap utilities 
and 221 bp ond 353 bp for Iorge cop utilities. Before the systemic-risk-driven market of 
2008, for the some strategies, our study showed excess returns of 916/828 bp and 
266/532 bp f01 smoU· end largecop utilities, respectively. 

The Long Term: Secular Headwinds Still In Place 

12 July 16, 2009 

In our estimofion, the regulated utilily group enlered o capitol cycle beginning In 2007 
characterized by pre-dividend FCF deficits. These negative cosh Rows exacerbole risks 
related lo execution, financing, and regulation, leading to our more negative view of the 

group In the longer \erm. 

A:; we've noted, aggregate pre-dividend free cosh flow for the regulated utilities space 
turned negative in 2007. figure 10 highlights the changes In FCF doling bock Ia 1973, 
in 2008 dollars and includes our eslimole of the deficits we onlicipole through 2013. 

AITACHMENT D -12 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Utilities 

figure 1 0: Pre-Dividend FCF throughout Capital Cycles, in 2008 $ 

Real Pre~vldand FCF, 1973-201JE 
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The current cycle Is marked by four drivers: 11 on aging pest-war infrastructure, 21 
environmental policy forcing upgrades Ia old plant and equipment, 3j the implementation 

of new technologies [e.g., solar, wind, and smori grid[, and 41 the addition of new 

transmission to account for rene'v\l'able energy hook-ups and improved sysfem redundancy. 

Due to the very extensive publlc poliCy drivers lo this build, we estimate U could ultimately 

{ost as {eng as or even exceed lhe '73 to '84 experience. 

As shown In figure 1 I, we estimate that capex rose 14% for regulated ufflities in 2008. 

That marked the second year of exceptional growth In spending. 

figure 11: Three Year Historical CapEx 

(Sin millions) 

$70,000 

$63,335 

$60,000 

sso,ooo 

~O,QOO 

$30,000 
2006 2007 2008 

So.Jrcs: Company liliogs. Botebys Copilot eslimollts. 
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We expect this tcend to flatten in 2009, as cecession01y pcessures coupled with 
prohibitively expensive- or inaccessible- external capital, hos led soma unlilies to cancel 
or defer spending on growth<>riented projects. AI the Edison Electric lnsnlule confecence in 
Arizona lost November, several comp<Jnies announced a fitsl round of culs that averaged 

be \ween 1 0%-15% versus pr..,;ous levels. In the final tally, however, spending projections 
for 2009 ore eslimoted to be about 8% lower than our 2008 figures. lv'<>re surprisingly, 

the comparison of· capital spending plans fm overlapping years of our 2009 vs 2008 
survey were only down 2%. We can only conclude tho I relanvely It Hie of the group's 
spending i; discrenonory !see Figure 121. 

Figure 12: CapEx Forecast by Type of Spending 

A breakdown In the categories d spending is contained In Figure 13. On a year ovec 
year survey comparison, lhe largest declines appear in regulated environmental spending, 

and in transmission. The regulated enviconmen!al spending reduction is a result of 
improvemenls in !he effectiveness of cool pollulion conJrol programs as the ~pending nears 

ils conclusion. The decline in transmission Is largely the result of permitting delays, wtth the 
spending hkely deferred, not eliminated. Strength in generoffon and dislribuffon ore largely 

related lo renewable resources and outomoHc metering infrastructure. 
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Figure 13: Year-over-Year CapEx forecast Changes 
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Despite the near-term drop In capex, the rate of spending slill exceeds even the Inflated 

spending that began in 2007. As a result of this level of spending, we are still seeing 

meaningful grovtth In rate bose across the sector. 

figure 1-4: Rote Bose Growth Projections 
Sha'eholderOwned R"lo"ta'ed Uliities 
($In mH/ions} 

Rate Base 
Capital Elipendluras 
D&A 
Rate Baso Additions 

\Rate Base Growth% 

2008 
$452,887 
$63,335 
$23,887 
$39,448 

9.5% 

2009E 
$492,335 
$58, 1M 
$26,213 
$31,931 

7.1% 

201DE 
$524,266 
$59,819 
$28,605 
$31,214 

6.3% 

Source: COfJlpcny filings, &Jisoti EJ&ctric 1n.slilute, Ba~~:1ays Capilal e!/imares. 

What Happens to Consumer Costs? 

2011E 
$555,480 
$62,057 
$31,088 
$30,970 

5,9% 

2012E 
$588,449 
$63,282 
$33,619 
$29,663 

5.3% 

2013E 
$616,113 
$62,527 
$35,120 
$26,407 

4.5% 

Ail interesting side effect of the current recession is the relief it poses to what we've 

previor,ssly seen as an inexorable rise in prices to consumers. The good news is that the 

dedine in fuel roles has created o soft spot where overall prices are unlikely to rise in 

2009 or 2010 in spite of rate base growth. The bad news is that higher foiWord fuel 

prices, continued additions to role bose, and !he p:>tenlial for signi~cant new costs from 

government environmental mandates fC021 will likely force significant lnflaffon next 

decode. Figures 15 and 16 !reck our forecasls for prices, Figure 15 as compared to 

consumer spending over !he long run and Figure 16 showing !he .driving forces over the 
next 5 years. 

figure 15: Historical and Projected Price to Con•umers 

"'" .,,. 
~"· 
~-..... 
"'" 
1.717'11 

UO" 

'·"" 
1.40* 

'·""' ,..,. 
1.10" 

··-'"' "'' .... 
Source: EtA. Bureau ol EconomiC Ano.Ysis, Bard:ryt CopiJal elHlfiOieS. 
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Figure 16: Projected Revenue Requirements 
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""' ..... 1.2% 5.1% ... 
Regulatory Implications of a Capital Cycle 

The current capilcl cycle is resubing In these negclive long-term regulatory trends mimicking 
the 70's copital cycle: 

1} lv! increase in lhe frequency of rate cases os companies attempt to recover the capital 

they are spending on a timelier ba~s; 

2) A squeezing of spreads-.cs in lhe foce of large ond frequenl rote increase requests, 

regulators tend to scrutinize allowed ROEs for excess returns; and 

31 An expansion in Regulate"' lag, the gop between authorized returns acid eocned returns. 

frequency of Rate Cases on the Rise 

Due to the cap-ex outlined above, we expect the indusiry to continue a busy schedule of 
rate cases in the near term. In fact, rate cases may increase if monogemenls recognize the 

window of opportunity lo raise base roles while potentially lowering customer's bills as a 
result of a reduction in fuel and purchased power pass through costs. We forecast 60 cole 
cases over the next 18 months, which includes 24 to be decided by year-end 2009 and 
36 lo be decided th~reoher. 
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Figure 17: Historical Quarterly Number of Rate Cases 

• 

I 
• 

Source; SNL Finoncicl, Fl!deral Re~. Borclayl Capilol ellimales. 

A historical summary of lhe lost 17 years of role cose outcomes is shown in Figure 18. 

figure 18: Rate Case Statistics 

Electric: Allowed # of Electric Gas: Allowed 
Return c>n Equity Rate Return on Equity #alGas Rate 

Date !Yol cases !Yol Cases 
200910" 10.53 10 10.24 4 

2000 10.33 33 10.39 32 
2007 10.31 37 10.23 34 
2000 10.45 26 10.40 13 
2000 10.54 26 10.36 21 
2004 10.68 19 10.63 22 
2003 10.98 18 10.95 23 
2002 11.22 11 11.09 17 
2001 11.12 10 10.96 5 
2000 11.56 9 11.35 11 
1999 10.65 5 10.74 6 
1996 11.91 9 11.51 10 
1997 11.33 10 11.31 10 
1999 11.40 18 11.12 17 
1995 11.59 26 11.44 13 
1994 11.21 27 11.24 24 
1993 11.48 26 11.37 37 
1992 12.06 36 11.99 26 

Soumi: SNL flnoocial 
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Return Spreads Tightening 

Figure 19: Average Rate Case Outcomes & Relationships, 2005-2009 

' Yield on Yield on 
Allowed 10-Year Spread Moodys Spread 

Year ROE Treasu!X @~S) Baa (!!ps) 
2005 10.54% 4.32% 622 6.08% 446 
2006 10.45% 4.77% 567 6.47% 398 
2007 10.23% 4.65% 557 6.52% 371 
2008 10.35% 3.60% 675 7.40% 295 
1009 10.22% 2.72% 750 8.23% 199 

SovtcB: RRA, SN1 FiwJncio/. 

I 

As shown in Figure 19 the spreads of allowed ROEs to treasury yields lightened from 2005 
to 2007 before widening again in 2008 and 2009. We believe this has more to do 

with !he decline in treasury yields as a result of monetary policy versus any increase in 

allowed ROEs awarded by commissions. In fact, allowed ROEs, while rising slightly in 
2008 hove fallen bock in 1 Q09 to neor 2007 levels. Moreover, when compared versus 
corporale bond roles, spreads to allowed ROEs have continued !o li9h1en since 2005 011d 
as lhe copilol cycle began in 2007. Spreads of allowed ROEs to corpo1ote yields hove 
lightened from 446 bp In 2005 lo 199 bp in 1Q09, a narrowing of 247 bp [55%). 
Overall, allowed ROEs ore more correlated with corporate bond yields over ffme than with 
treasury yields. 

Figure 20: Allowed ROEs vs. 10 Year Bond Yields 
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/ 

Indicated ROE 
Yg 0.6302x -t 0.0845 
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I 
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0~~~~~~~0~~~~0~~s~NM~~~~ 
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Source: SNL Finondat Fedtrcl ReseNtJ. Bott:layJ Copflol eVimofes. 

In 1,359 cases since 1980 the average outcome has been 50\ bp greater than the \0 
year treasury yield wilh a standard deviaHon of 106 bp. Our regression analysis shows 
thai applying a 0.5302 multiplier to the 10 year yield and adding 845 bp results in an R' 
of 83%. This would hove implied a 10.39% allowed ROE in 2008 versus the aclual 
allowed ROE of 10.35%. 
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Figure 21: Allowed ROEs vs. Corparale Band Yields 
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Sowre: SNl Fincmclol, federol Re3etW, Boldoyl Copiibl 6Jh"rnaltu. 

In the same period since 1980 the overage outcome for allowed ROEs has been 279 bp 
higher thon the N-oody's Baa Corporate Yield with a stondord devionan of 106 bp. Our 
regression analysis shows thai opplyir.g o foetor of 0.5653 to the corporole bond yield 
and adding 694 bp results in on R' of 89%. This would hove implied on allowed ROE of 
11.94% In 2008 versus the actual ROE of 10.35%. 

Regulatory Lag on the Rise 

During periods of rising capital expenditures and tole bose as well as rising costs, lllilities 

wilh historic lest years cannot fully recover those rising costs over lime. That is, during 
periods of free cosh Row deficits, revenues meant to offset depreciation, capilaf, and 

operanng cosfs, lor utilities with historic lest years ore ohen delayed versus !he actual 
incurrence of these costs due to the review process .. Figure 22 shews the historical 
relationship between regulatory log and predillidend {,.e cash flow. We hove adjusted 
pre-dividend hee cosh flow to be presented consistently in 2008 dollars using the GD? 

deRotcr. 
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Figure 22: Regulatory lag Throughout Capital Cycles, Historical & Projected 
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The relolionship, with o two year log l:etween the pre-<lividend FCF and the ROE gap, has 
l:een well correlatedwilh on R' of 74%. Our regression analysis is shown In Figure 23. 

Figure 23: .Pre-Dividend FCF vs. ROE Spread 

"" Yur2 = 0.110389 X FCF {SB} vuro ·1.76123% 

~ 
,..,. CF 11'12008 $'s R2 =74,. 

j -
<( ·I .fiCO 
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!i 
w .... .... _, _,. ... _,. 

-· " " " 
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Sotnat: fcciSeJ, Edison ffedlic lflslitula, SNl FillOnciol, federol RaSl!rve, Bordo)" Ccpitol eslimoles. · 

This relationship indicates that ulililies eom 17 6 bp l:elaw their allowed relums two years 
hence from o breakeven FCF. Each $1 billion in FCF variance oilers this regulatol)' log by 
approximately 11 bp. We project negolive but Improving fCF deficits versus 2008 in 

2009 through 20 11 , and another impro,emenl in 2012 and 2013. This would lead fa 

projected earned ROEs l:eiween 7.5% and 8.0% through 2013. Correcting far the 
. average discrepancy l:etween our projeclions and aclual ROEs since 2005 of 73 bp 

would lead lo projected earned ROE> of l:etween 8.2% and 8.75%. 
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I 

Figure 24: Historical and Projected ROEs 
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The Capital Cycle Could Cause Risk Premiums to Rise 

As fCF deficits have increased, !his has In ltJrn increased balance sheet strain, regulatory 
scruliny, and execution risk. Investors may, as a result, demand a higher risk premium. · 

We colculoted the historical implied equity risk premium for the utilities sector as follows: 
Eqully risk premium = earnings yield - 1 Oyear band yield frisk free role). figure 25 shows 
lhe hisloricol FCF deficils or premiums odjusled Info 2008 dollars using ihe GDP deRolor 

and lhe equity risk premium. 

Figure 25: Risk Premiums Throughout Capital Cycles, Historical & Projected 

Free Cash versus Equity Rf!k Premium 
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Sovrre: factSel, EdiSOII ElecJric lmliii.Jte. SNl Hnondal, fc</~t Res81V8, Bordays Cap/Jol eJiimoJe.s. 

Regressing !he equity risk premium versus pre-<lividend fCF deficils, with o two year log 
displayed o strong relationship wtth on R' of 78%, os shown in figure 26. 
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Figure 26: Pre-Dividend FCF vs. Risk Premiums 
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Based upon this regression reloffonshfp we would expect to see risk premiums spike to the 
oreo of 13.5% by 2010 versus the 3.17% seen In 2008, before moderating rn the 11%-
12% orea ham 2011 to 2013. Retums should move lower with the Increase rn equity risk 

premiums. 

The Increasing importance of regulatory log ond allowed returns throughout the capitol 
inveslment cycle increases ihe value of o utility's governing regulaicry distric~sl. Canllnvlng 

the trend that we ha"e seen hislorical~, I he more favorable regulalory districis 
(conesponding to lower costs of copllol} me dustefed in lhe Southeust ond upper Midwest, 
while the more difficult jurisdiclions {and higher costs of copi!al) are typically located in the 
desert Soulhwest and Northeast. We point Ia six key metrics that we believe best bound 
the risks inherent in particular jurisdictions, and correspond closely to !he differences we see 

In the relative cos! of capital from region fo region. A more detailed differeotiafion of these 

metrics can be found below. 

• Elected versus Appointed: Elected commissions have a greater Incentive to be !ocused 
on end user prices above cosl of capitol. Appointed commissions have o buffer to the 

electorale and con ocl in a more judicial manner. 

• Rules Mechanism: Having certain rules in place allows for more consistent, Hmely, 
and transparent regulation over flme. features we assess in this cateQmy are: Test Year 

Period, Fuel Clauses, Nan-Fuel Spending Trackers, Statutory Decision limits, Formai!RP 
Processes, CWIP vs AFUDC, and Decoupling mechanisms. 

• Allowed ROEs: A ranking based on the last kve role cose outcomes relative to ·1 0-
year Treasury leveb. Included decisions go beck os for os 15-20 years. 
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• Sen/~ ve.,us liligcte: Settlement ofien works out in a bener outcome for all parties and 

consequenriy eams the state a belter rating. 

• Role levels: The higher the rete, on a relative basis, lhe greoler lhe difficuliy Ia roise it 

lower absolute rams get a better ranking, as they ore 1ess prone to offrod customer 

pushbock. 

• Subjective lnvesror friendliness Roling: Based upon three main factors: a track record 
for reaching decisions ihal are well defended and wilhin lhe bounds of testimony; slaff 

repulafion, professionalism, and inRuence; and obilily to recognize and address 

emerging trends. 

These six criteria are equafweighled and receive a value of l Ia 2, With !he smaller 

number representing a better ranking. In the Appendix we have provided our roling 

details, state commissioner ond staff cooled information. 

While lhe broad g.;,;raphical trends of conslruclive regulation and perceived lnveslor 

friendliness continue to hold, we hove seen some important positive developments in 

specific slales that vve lhink are worlh noling. In each slole !here Is o specific regulalory 

convention (or several) that can be painted to as driving the significant change in !he lost 

yem - such as Ohio {lncorparalion of fuel douse Into reguloiOI)I scheme}, Colifomlo \bond 

index-based ROE trackel mechanism), florida jconstruclive role case outcomes in lost six 

months, despile diRicull economic ccndinons}, New N-exico {passed o fo.word test year 

rule], and Michigan {forward test ye01, file ond implement rules ond pre-dete1minction for 

l01ge lnvestmenls). 

A Recap of Slate Rankings 

We rank the FERC as "above tier l" given ils regulolol'f return ollcwonce history, 

appointed nature, Investor friendliness, end policy directive. In our 2009 ranking, !he top 

six jur~didions ace Kentucky, Wyoming, Iowa, !dono, North Carolina, and Florida. The 

boHom Jier consists of New N\exico, Montana, Arizona~ Connecticut, Rhode 1slond, New 
York, and Maryland. The {urisdlctions that dropped one tier from 2008 were Colorado 

{lrom tier 1 to tier 2); Arkansas, Indiana, South Carolina, and Wisconsin {from lier 2 to lier 

3); lvlississippi, Pennsywonia, and Vermont \from tier 3 to lier 4); and Connecticut, 

Mol'fland, and Rhode Island (&om tier 4 Ia Her 5), Missouri dropped two liers hom lasl 

year \from tier 2 to tier 4). Jurisdictions !hat moved up two tiers hom lost year were Florida 

!from tier 3 to tier 1) and Michigan (from Her 4 to tier 2). The furisdictions !hot moved ~p 

one lier were North Cordino ~from lier 2 !o Her t I; California, Minnesota, Ohio, ond 

Texas {from tier 3 to lier 2); Illinois ond West Virginia {from tier 4 to tier 3); and New 

Hampshire \!rom lier 5 to lier 4). 
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Figure 27: Tiered Stale Regulatory Ranking• 
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Figure 28: Relative Price-to-Book Valuation of Electric Utilities by Region 

(1986-Curronl, weekly) 

Region 
Southeast 
Mid-Atlantic 
Midwest 
Plains 
West 
New England 
Southwest 

Soutce: FoctSat Bardlys Copilol. 

Price/Book 
Rafio 
1.67x 
1.68x 
1.67x 
1.52x 
1.50x 
1.33x 
1.07x 

Relative 
PIBValue 

12.0% 
11.6% 
11.4% 
3.1% 
1.3% 

-10.6% 
·28.8% 

We hove anecdotally believed, and been told by Southern Company for some lime, that 

customer and shareholder interests ore aligned through regulation. This is the result of a 
feedback loop by which utilities that keep prices relatively low, and service and reliability 
refatively high, receive conslrudive regulatory outcomes. ln turn, tho! company enjoys o 

lower cost of capitol, and con afford the inveslmenl necessary lo keep prices low and 
reliability high. In on affempt to assess this theory, we review the interseclion between our 
regula!my rankings, ·cos! of capital tendencies by region- as measured by relative price to 

back, and customer so!isfoclion according lo JD Power & Associales. figures 28 & 29 
fully support our view thot positive and constructive re.gulotion refnforces good uli/ity 

performance and perceplion. 

July 16, 2009 
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Figure 29: Customer Satisfaction, by Quintile 

State Ranking 
Qulntiles 
1st Quintile 
2nd Quinlile 
3rd Quintlle 
4th Quntue 
5th Qlintue 

Avg. JO Power Ranking 
(out of 1,0001 

704 
684 
666 
561 
655 
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Pending or Likely Regulatory Proceedings 

Allegheny Energy (AYE) 

West Virginia. We expect AYE's returns in W9.11 Virginia Ia improve by $55 million in" pre­

lox margin by 2011 for o 9% ROE which wculd odd $0.20 per shore. The company 

could lite a bose rote case in 3Q09 or 4Q09. As o reminder the last lull role case 

decision was In May 2007 when the company received a 10.5% allowed ROE on a 
46.1% e<juily ratio. 

On 7/10 the company filed for on interim fuel adjustment rider In West Virginia of $82M. 

The company eslimoted ~rsl half 2009 unde.,ecovery of $82M versus $137M estimated 

in lost Fall's decision for the full year 2009. AYE requested o decision on interim recovery 

by October 1, 2009. AYE expects to file the an!\\Jol fuel case by September 1, 2009 for 

rates effeclive]onuory 1, 2010. We expect lull or close Ia lull recovery for AYE. 

Pennsylvania. In Pennsylvania, Wesl Power confinues lo procure power supply for the 

2011-20 13 period with the next auction results likely October I 6 Ia few days following 

the bidding). As planned lhis auciian covers 1.8 MMwhrs. The average procurement 

price In ihe iwo auctions to dole for residential customers is $72.24/MWhr and for small 

and medium noll"residennailt is $75.40/MWhr. So for 25% of o required 30.2MMwhrs 

hos been procured. Overall, vve hove assumed AYE gels $69.50/ mwfu on 7 5% of its 

Allegheny Energy Supply output and $44/Mwhr for the balance. Every $I /MWhr 

overall ol Allegheny Energy Supply is $0.125/shore. 

Under o july 2008 order West Penn Power customers can phase-in a role increase over 

25% for !hree years. We do not expect role-<:ap extension legislation lo be enacted 

although !here hove been bills proposed which range from being repeHHve of the role 

mitigofions pions in place to role cap extension bills similar lo those from 2008. Please 

. see our passage on PPl Corporation for oddllionol details. 

PATH. The company has already received FERC approval which lndudes a 14.2% 

allowed ROE on the $1.2 billion {oint prefect with American Electric Power. Filings for 
approval hove been mode In Maryland, Virginia and Wesl Virginia. In Virginia !he PATH 

hearings ore set for Augusl 3-6 and !he evldennory hearing is January 9. We expect on 

aulcorne Ia this process by mid·20 10. 

Alliant Energy (LNT) 

· Iowa Power and lighl Eleclric General Role Cose 

Iowa Power and Ugh! (IPll filed its reloll electric general role case in IoWa on March I 7, 
2009 based on a 2008 historical lest period. The key drivers for !he filing include 

rec.O\/ery of Investments fn reliability and emissions c:ontrob, anticipaled increases in efectric 

transmission service expenses, ond retirement plan costs, ~own changes in Jetail electric 

demand, and expenditures associated with the 2007 winter storms and severe flooding in 

2008. Rote changes ore Implemented In lwo phases with interim roles effeclive I 0 days 

oher the filing (Mo~<:h 27) and final roles effecHve opproximolely nine months later (II the 
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case is fully li»gated). IPl is requesting an 11.4% ROE although interim roles will rellectlhe 
current allowed ROE of 10.7% on 49% equity on a role base valued at $1.875 billion. 

Also, $84 million of the total $ 171 million revenue increase request has been reflected in 
bose roles effective March 27, 2009, subject to refund. The Consumer Advocate Division 

of the Department of Justice and any intervenors are, scheduled to file testimony on or before 
July 17, 2009, with rebuHal ieslimony due on August 21. As.uming ihe case the case Is 
fully liffgated, a hearing is scheduled on October 5, with o decision and new roles 
Implemented 1 Q 10. Selflement discussion will occur during the mte proceeding. 
Prospects of the seH!emenl are unknown al ihts lime, although Iowa has o demonstrated 

histol'{ of setllemenl in role p<oceedings. The company plans to file another electric GRC 
early in 2010 with ihe some tmplementolion limeframe, in order to recover $425 million in 

wind and $195 million in environmental con~ols. Should lNT not receive o transmission 
rider In the currenilypendlng GRC, this would also be a driver in neldyecr's case. 

Wisconsin Power and light Electric and Gas General Rate Case 

Wisconsin Power and Ught [WPl) filed ifs retell electric/gas general rate case with the 
Public SeNice Commission of Wisconsin on Nay S, 2009. WPl's filing is based on o 
2010 fotward-laoking lest yecr with a requested ROE of 10.6% on a 53.5% common 
equity component on on overage rate bose of $1.362 billion [electric! plus $0.212 [gos). 
WPl is seeking a total of $91 million rate Increase, comprised of an $85 million retail 

electric Increase and a $6 million increase for gas service. WPL projects lower combined 

revenue deficiency in 2010 of $133 million [11%)in present revenues. DriVers of WPl's 
rate requesl include $36 million due lo lower retail electric and gas sales, net of fuel, with 

the unrecovered portion if its fevenue deficiency lo come from continued cost reduction 

efforts and deferrals; $30 million lor relurn on CWIP related to Bent Tree Wrnd project; 
working capital of $21 million and other of $4 million. WPl expects new rates to be in 

place 1/1/2010. 

Ameren (AEE) 

Ameren filed their Illinois rate case on june 5 and we expect a filing In Missouri later this 
year both mainly to reduce regulatory lag. The combined ll electric request is $1 8 1 million 
with a range of J 1.75%-12.25% using a $2.4 billion rate base for The lest year ended 

12/31/0B. The combined ll gas request is $45 million with orange of 11.25%-
11 .60% using 0 $1.0 billion role base. The med oapitol s~clure cells lor on equity 
content of 44%-49%. · 

AEE positioned the filing against a drop In The commodity side of the bill which has 

dedrned significantly since !he lost adjustment. Under the proposed electric Increase the 
overage It residennal electric customer will pay $59--$97 more per year (assuming 

10,000 kwhrs) depending on the subsidial'{ and the average gas customer $38-$60 per 
year [assuming 785 therms). The savings from the latest electrtc supply adjustment is a 
$1 00 savings per year for the overage residential electric c:u~fomer. 
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The ll filing is mainly to reduce regulatory lag and AEE comments that more than 77% 
1$173 million) of the rote increase request relates to construction, operation and 

maintenance of the delivery s)"tem. The company's estimated 2009 ll ROE is 6% and 
every 1% is $25 million pre-lox: Our EPS estimates ore $2.83 for 2009 and $2.70 for 

2010 with the ll utilities contributing $0.53 in 2009 and $0.60 in 2010. Guidance for 

the ll utilities is $0.40-$0.50 foe 2009. 

We also look for a filing nom AEE in Missouri late this year to reduce regulatory log and · 
seeking a reJum on environmental investment. The company expects ro undereom in 

Missouri in 2009 with a 7% ROE. As a rule of lhumb a l% change in ROE is wcrth 
approximately $50 million of revenues in Missouri. We eslimole that the company earns 

$1.25 in Missouri relaUve to !he company's ronge of $1.15-$1.25 for Missouri for 
2009. ihe Missouri case filing will include a filing for the environmental rider which 
includes a recovert on tnvestment that includes non-Eve! opecolions and maintenance 

spending. 

American Electric Power (AEP) 

AEP East 

Appalachian Power Compmiy (APCoj has made its fourth environrr.entol and reliabiliiy 

!E&Rl filing In Virginia on May 15, covering the expenditures made in 2008. This filing 
asked for $41.6 million, with recovery expected to begin in January 2010. lnte!Venor 

tesnmony is due on August27, A?Co testimony is due on September 10, rebutlol testimony 
on September 2 l, and hearings begin on Oc!ober I . 

In West Virginia, APCo continues in ifs expanded net energy cost (ENEC) filing, which 

requested a $156 million recovery in February 2008 before the West Virginia Public 
SeNice Commission !VVVPSC.j The ENEC filing Is essentially o beefed-up fuel filing that 

incorporates fuel, purchased power, off.system soles credits, etc., and should typically result 
in no change to earnings given that the filings simply seek lo lrueilp the regvlotmy 
recoveries wlih adual incurred cosls. An order Is expected in this molter by September 30, 

2009. 

AEP continues lo seek approval to build o 629 MW IGCC plant ot its Mountaineer site in 
N\oson County, West Virginia, although the. current economic ond credit market 

environment make this project o luxUJy not likely to be pursued even if approved. It 
currently stands In limbo in West Vlrginlo, oher being denied In Virginia. However, the 

carbon capture ond sequestration {CCS} Investment continues to move along at the c.unent 

Mountaineer site, with AEP expecting operation by September 2009 on o 20.30 MW 
portion of the plant. ~successful, the proje<:t would secuester lOO,Q00--300,000 tons of 
C02 per yecr. 

AEP's mosf important filing in Virginia was made on July 15 as APCo's role case request 
was for a $169 million revenue increase, based on 44% equity ond a 13.35% ROE. The 
filing ts preliminary, in our "'timotion, because APCo will likely have lo adjust the rote case 
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test yem and equity structure periods to reflect the ruling ius! handed down by the sec 
related to Dominion's DVP subsidioi)'. We expect o modified filing by the end of the 
summer. Interim roles would be effective by December 12, 2010. Wilh APCo's currently 
approved 10.2% ROE, actual earned ROE below 8% in 2008, and likely to be below 6% 
in 2009, there exists a good possibility of rate relief through this process. We expect the 
rote case will be effective fer substontiolly all of 2010. 

AEP West 

AEP's Southwestern Electric Power (SWEPCol unit filed o general bose rote case before the 
Arkansas Public Se!Vice Commission {APSC} on febfumy 19. The case {docket # 09-008· 

U) requested a $53.9 million revenue increase premised upon $608.9 million ol role 
bose, a 35.68% equity structure, and an 11.5% ROE. The $54 million increase includes 
$28.7 million associated with a genero~on recovei)' rider. Rebuttal testimony is due on 

july 24th, staff and inlmvenor surrebuHalleslimcny i5 due on August 18, and sur·surrebunal 
les~mony is due on August 25. Hearings ore slated to begin on October 20, with a final 
decision expected in December. Through 1Q, lTM earnings ol SWEPCo produced about 
on 8.7% ROE. 

SWEPCo is currently in construction on the j. lamar Stall plant - a 508 MW combined 
cycle gas plant at ils Arsenal Hill site. The site received its final regulotoi)' approval kom 
Arkansas In June. AEP estimates the plant will cost $348 million, ond be operolional in 
mid-2010. SWEPCc also has been building the john W. Turk plant- o 600 MW cool 
plant in Arkansas. Conslruclion began in lola 2008, wilh o revised cos! of $1.6 billion 
($1.2 billion expecled lei AEP, which will own about 73% of the plontl, and the plant was 
expected on-line In 2013. As with all coo>plant proposals, AEP has encountered continual 
resislance from severo\ parties opposed to the plant. Mosl recenl/y, and oher losing o 

challenge in lhe rederol courl system before lhe s• Circuit, the .Hempstead County Hunling 

Club is suing the APSC In on affempllo reverse the commission's approval of the plant. 
That challenge before the Arkansas Cou~ ol Appeals was successful, with the cau~ 
revoking the permil gronled by the APSC, clling poor procedures fallowed by both the 
APSC and SWEPCo. SWEPCo has announced il will appeal the ruling to the Arkansas 
Supreme Court. Dates around a ~nal order ore uncertain. lt is continuing construction of 

the plonl while the appeal proceeds. 

An appeal of the air permit is also pending before the Arkansas Pollution Control and 
Ecology Commission, with ·hearings concluded in midjune. Parties have until August 2 I to 
file post-hearing briefs, with rebuttal briefs due by September 11. Following thai - under · 
on uncertain fimeline !hal could Joke weeks or months- on Adminisfrafive Hearing Officer 

will make o recommendation to the Ecology Commission, which will then hear oro\ 
arguments and rule accordingly at one of its meetings. from thor point, the ruling could 
then be appealed through the sole court system in Arkansas. Final US Army Corps of 
Engineers approval is pending as well. 
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We exped the Stoll plant will be built, but ore less sanguine about the prospects for the 
Turk plant from here. Gi""n AEP's multiple options fer capital aHocollon, we don't see a 
meanlngfultmpcct on their ability to grow earnings by the 2%-4% they've guided lo os a 
result of the Turk ruling. 

AEP Ohio 

In March, the Public Utilities Commission of Ohio (PUCO] ruled to approve an electric 
security pion (ESP) for AEP's Columbus Southern Power (CSPI and Ohio Power (OPCo) 

subsidiaries. The ruling allowed for overage r"""nue increases of 7.5%, 6.5%, and 7% in 
2009, 20 l 0, and 2011, respecli..,ly. The ruling also allowed for douse recovery of fuel 
expenses, and explicitly included carbon-related costs within the fuel douse. Fuel balances 
in addition Ia the allowed rote increases outlined above will be deferred, with the balance 
(plus carrying cosls)lo be recovered from 2012-2018. The PUCO denied dts~ibullan 

role Increases outside of lhe gridSMART advanced metering program, onlicipoling tho! AEP 

Ohio will file o separate distribullon fafe cose to address lhese other Items. 

On the maHer of evoluoling whe!her AEP and ils peer ulililies would pcss or foil o 

significanlly excessive earnings lest (SEET) os laid out - but for which no specifics have 
been es!cblished - by legislation, the PUCO will convene workshops in !he coming 
months. A decision on the molter is expected in mid·2010. 

The ESP process is currently under appeal hom both AEP Ohio end some inleNenors. A 
ruling on the appeals is expeded imminently, ollhcugh we do nof expecJ o materia! 

difference to the N'<lrch order thot would distort earnings expeclolions in o meaningful woy. 

AEP Transmission 

AEP is involved in severo! octive transmission projeds, as outlined in fi8Ufe 30. 

Figure 30: Summery of AEP Transmission Prajecls 
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Them proiects involved several short lengths of line, as well as substation upgrades, and 
so quantifying a distance is challenging. Thot sold, of the proiecls !hot con be quantified 
in such a way, AEP is involved in over 900 mffes of new construction, at o totaf co:sl of 

obout $3.7 billion. AEP's shore of !hot cost should be about $1.6 billion, sugges!ing a 

paleniiol Incremental $0.15-$0.20 of EPS between now ond 2015. looking further 
ahead, AEP Is considering an additionol 4,(){)(}-6,000 miles of transmission spending, by 
out estimates. If these projects were aU to come to reolizolion, It wou!d rep~esen\ an 
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addiffonal $0.80..$1.00 of EPS. Understandably, the market has not been inclined to 
pay lor !his longeHerm oplionalily, bUt we think l!'s clear !hot the market is also net curren\iy 

prlcing in even the currenlly adive tronsmfsslon pro{ects ifl AEP's stock price. 

CMS Energy (CMS) 

CMS, under its Consumer1s Energy subsidiary operates a regulated electric and a 

regulated gas uti lily within most ol the stale ol Michigan excluding I he "lhumb • pomon 
surrounding metro Detroit. All CMS's transmission assets were legally separated and then 
sold off. They now ore owned by fTC Holdings, lr.c. under thot company's MITC 
subsidiaf'{. 

Michigan legislation 

On September 18, 2008 the Michigan legislature passed legisla!ion thai moved the 
state's regulatory struclure away I ram a hybrid to a mare fully regulated model. The 
legtslolion was subsequently signed by the Governor. The legis loll on insliluled o 
renewable energy standard In the slate ol 10% by 2015 and in sliMes energy efficiency 

goals where program costs ore fully rerovered and incennves ore awarded for beating 
targets. The cosh colleclton lrcm customers lor these programs is collected at a level role 
over I 0 years while the revenues ore booked as the cosls ore lncwed allowing 1he 
company Ia aver collect on o cosh basts In the earlier ye<Jrs and under collect in the later 
years. furlher, this miligoles role shock end the need lor confinuol rate increases by 
allowing the programs Ia go Into place with a one lime charge Ia customer bills. 

Furlher legislation induded a fo<WOrd lesl year and a file and implement rule which allows 

for the self.tmplementolion of roles 180 days aher filing if no commission decision has been 
made. The self-implemenlolion will then be modified and trued up or down wllh interest if it 
is not in line with what the Michigan PSC eventually approves within the 12 month slalutof'{ 

nme Umit All clthese measures will work to significantly miligole regulolof'{ lag, allowing 
the company lo earn doser toils allowed ROE. The legislation also caps customer choice 
at 10% of food meaning infrastructure liweslmenls of significant size con be mode with 
confidence ihoilhe cuslamer bose will be there in future ye<Jrs. Further, the legislation also 
created o Cerli&co!e of Need !CONI precess where projects costing more thai $500 
million ore preopproved lor recovery by the commission. lnleresl costs ol the projects 
would be recovered during cons~uction ond the remaining costs would be recovered upon 
project complelion. 

Electric Role Case 

On November 14, 2008 the company liled on electric general role case in Michigan 
under the laws passed in September referenced above. The requested lncre<Jse was for 
$214.5 million premised upon a regulolol'( accounting equity ratio ol40. 88% applied lo 
a 12 month overage role bose lor the period ending 12/31/09 ol approximately $6.3 
billion. The requested allowed ROE was II%. On April 27, 2009 the Michigan PSC 
staff recommended o revenue increase ol about $7 4.7 million premised upon a 12 month 
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overage rate bme lor the peliod ending I 2/3 I /2009 of about $6.0 billion, on equity 
ratio o! 40.51% and an allowed ROE of 11%. 

While the headline metrics of the staff recommendation ore generalty in line wilh the 

company's request the operating expenses were where there were major differences. The 

staff, according Ia !~e company's statements on their first quarter earnings conference call, 

used some partie/ year dolo for 2008 copilal expendiJures and interpreted it as full year 
dolo. Furthermore, the staff had used historical expendiJures and applied a CPI factor lo 

them lo proiecl forward year expenses. This is in foci nol represenlalive of the amounts the 
company intends Ia spend on either on Olllv\ or a cop-ex basis. Since lhe Michigan 
legislation calls for the use of a forward Jest year, and the.hnal commission decision is nol 

due or expected until November, three<juarters of ocluol data for the 2009 year wiH be 
ovailoble lo determine how dose actual numbers ore In line with CMS's forecasl versus the 

staff's recommendation. 

Under the low In Michigan, consumer's con self-implement roles six months after a filing If. 

no commission decision has yet been made. The Association of Businesses Advocating 

Tariff Equity {A~ATE) of Michigan filed a monon wilh the commission w~ich asked lo hove 
the self·implemenianoo by the company stayed. The commission heard the motion end 

decided, according to lhe.low that the self-implementation could go foiWOrd. Alter this 
ruling consumers sel~implemented a $179 million revenue increase versus the roughly 

$215 million request, effective os of May 14, 2009. 

Gas Role Case 

On May 22, the company filed a new gas general role case in Michigan under the 
current law the company will be allowed to self-implement roles in six months, on or a&er 

October 22, 2009. This is lmportonllrom a seasonal liming perspective as it will allow 

for new rates to go into effect prior to the next winter heating season. The rate increase 

request is required under the IO\N to be adjudicated by the commission within 12 months, 

or by lhe end of May 2010. The request encompasses a $114 million revenue Increase, 

driven mostly by role bose growth and a declining sales forecast. Further, the relurn 
component of the revenue increase request is premised upon a 12 month average rate 

bose for the period ending 9/30/2010 of approxlmoiely $2.9 billion. Applied Ia this 
rote bose were a regulalcl'{ accounting based eqully rolla of 41.07% and a requested 
allowed return on tho! equity portion of 11 %. Further, os port of the general rate case the 
company requested a sales decoupling mechanism, and outomolic tracker mechanisms for 
beth uncollectable and pension expenses. . A prehearing wos held before the Michigan 
Public Service Commission on June 24 2009 to set the schedule. The current schedule In 
the case coils for sloff and intervenor leslimony on October 22, 2009, rebuttal lesllmony 
on November 16, 2009, and hearings schedule for lhe weeks of December 14, 2009 
and January 4, 2010. The current targeted date foro final decision is May 22, 2010. 
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Constellation Energy (CEG) 

In Maryland Constellation Energy lost ils appeal on July 2 of the Public Service 
Commission's decision to Initiate a public interest review of the proposed nuclear joint 

venture with Electricile de France as il was found to be premature. We expect on 
outcome later in the schedule of !he public interest proceeding where the PSC has agreed 

lo take action on the case by September 17 which would be conslslenl with !he company's 
closing Hmeline. To close the lronsoction opprovol is also required from the Nuclear 
Regulatory Commission. Hearings begin Augusl 19 and end August25. 

Figure 31: Schedule for Public lnlerest Review of Proposed CEG/EDF Nuclear JV 
~ 6.9.!!ml 

August 5 Reply Teslimony due from parties other 1han CEG, BG&E, and EDF 
August 13 Rebuttal \83\imor.y filed by EOF, CEG, and BG&E and sezved on other parfles 
August 14 Ol&covery requestes due on rebuttal testimony 
Augu:;t 17 Responses to post-rebu\\al1esl.imony due 
Augus.t 19·25 H&atings 
Sept&mbsr 2 All parties file briefs 

Sot.ia:e: Matykl~ flJblic SeMe;e Commissioo 

According Ia the june 22, 2009 Balnmore Sun article "Deal Merits Scrutiny; the Stale sen! 
CEG a sellfement proposal on June 2 seeking "short and lof'9"lerm role relief, a 
commilmenf to green technologies, ring-fencing lo protect BGE from Constellation's 

speculative financial dealings, ond elimination of an $87 million ccmpensatlon package 

for Conslelfanon's CEO". We expect a reasonable outcome to be reached as we Ell<pecl 
that the Stale along with !he Commission support the transaction. 

In the event the transaction does not go through we expect Baltimore Gas & Electric to file 

a role case. We do not assume a role case ln our forecast cunenlly which is on 8% ROE 
in 2010 {$1.83 billion in equityl on an esnmoled $3.7 billion in elecfric and gas 
distribution role bose a! year-end 2010. If !he 2010 earned ROE was a more reasonable 
10%, we cofculale il would be $0.19 per shore accretive lo our $3.54 EPS 2011 EPS 

estimate. 

Consolldated Edison (ED) 

ConEd NY Electric 

On May 8, ED ~led for a three-year electric role plan proposing level annual role Increases 
of $695 million effective April 1, 2010, 2011, and 2012, respectively. The filing reflect> 
an 11.6% ROE and equity ratlo of 48,2% on a rate base valued al $15.6 billion {as of 
March 2011 ), $16.9 billion !March 20 12), and $18 billion !March 20 13), 1he Nllng 
also includes an al!ernatlve proposal for a one-year $854 million increase, reRecting a 
10.9% ROE, Including property foxes of $127 million, additional operating costs of $153 
million, canying charges on additional infrasii\JCMe $237 million, inc<eased 
pension/benefit costs of $114 million and an increased ROE of $127 million. The 
company is requesting conllnualion of decoupling and current recovery provisions for 

pension/benefits, property foxes, long1enm debt and eTWironmental remediation. ED is 
seeking regulatory deferral if certain expenses exceed 4% annual Inflation role ~ the actual 
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ROE is less then ou!h01ized. This ~ling also reflects $30 million of "ousferi!y" measures {see 

discussion below pertaining to the NYPSC's prior yecr GRC decision for ConEd NY 

electric}, conlinuing through M:Hch 31. 2011. We expect NYPSC Staff response fo rhe 

GRC on Augusf 28, 2009. 

On Moy 26, 2009 ED filed for reheming of lhe New York Public SeNice Commission's 

(PSC's} April 24 elechic role case decision for ConEd NY. In lhal order, the PSC 

oulhorized ED a $523.4 million or 7.2% role Increase, premised on a 10% ROE and 48% 
equily component of copilol on a $14.097 billion role base effective refroacHvely to April 

1, 2009. The Commission olso authorized the company to collect on cddiHcnal $1998 
million beginning Moy I, related to a recent change to PubliC Service low that raises on 

exisfing 0.2% revenue lox by an incremento! 1.8% on o temporary basis. The approved 

base role revenue requirement reflects a $60 million imputed adjustment for ·austerill 

measures imposed. If the full $60 million of cost savings are no! achieved, ED will be able 

to pelilion lne PSC to defer lhat panion of the ous!erily revenue adiuslmenl, up to $30 
million, for recovery al a loler dole, following lhe fils! yecr of new roles. In addilion, ihe . 

Commission adopted a 2% productlvify foetor odiuslment to the company-proposed test 

yecr labor expense level, versus ED's proposed 1% foetor. !his determinalion reduced !he 

revenue requirement by on addilional $11 million. ED's request for rehearing focuses 

largely on the arbitrary and unprecedented nature of the oloremenlioned aus:erily 

imputoHon, arguing that it is ... " without basis in the recotd, ot odds with policies adopted 

by other agencies and governments ... and Inconsistent with the long-term infe~esls of New 

York State." 

In conjunction with the rehearing request, ED submitled a plan outlining the steps il 

proposes to Jake lo meet the ausferily requirements of the PSC's order. However, !he 
company has indicated this filing should not be construed 1o indicofe agreement or 

acceptance of the Commission order. The measures to be implemented include reductions 

in: lobar costs {$6.5 million); corporate expenses such as travel, otlendance of professional 

conferences, communications cos~. industry ossociafion membership fees {$7.4 million}; 

capifol projects, and operations and maintenance costs [$33 million);. and, other 

unfdenfi~ed cost reducffons {$13.1 million}. There is no established timing or process for 

this rehearing request at this lime. 

On Moy 14, 2009, the NYPSC issued o separate generic order requiring the slate's 

majof eledric ond gas d~lribution utilities to submit for PSC ccrrsidefolion ouslerity plans 

within 30 days. These plans me lo address cunenf and furure company actions that con 

reduce or poslpane discrelionoty e:xpenses. Should lhe PSC rule on rehearing lo revoke 

the austerity provisions of the order, or if !his provision is ultimalely overturned in the courts, 

the Commission could required ED to file o plan under lhe generic ruling, thereby effecHvely 

. imposin9 similar requirements. 

We also expect ConEd NY to nle a gas GRC this yecr, with new roles effecHve October 

2010. 
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Orange and Rockland Utililies, Inc. 

ED oubsidia'Y Orange and Rocldond filed o $17.8 million gas delivel)' role increase on 
November 26, 2008, effedive November I, 2009. The increase is based upon an 

11.6% ROE and 48% equity on a role bose vclued ol $261,8 million. On March 27, 
2009 the NYPSC Sroff recommended thai the Commission ourhorize a $10. I million role 

increase based upon o 10% ROE and 48% equity component cf capitol en o $275.8 
million role bose. O&R' s most recent gos role decision come in Odober 2006 when the 
PSC adopted o threeyear rate seHiemenl providing role Increases of $12 million, $0.7 
million, and $1.1 million on November 1, 2006, 2007, and 2008, respectively. These 
increases ultimately were levelized wilh lhe use al defetred occcunflng, whereby increases 
of $6.5 million were authorized in each of the first Jwo years, with on oddmonol increase 
of $1 . 8 million authorized In yeor three. 

On June 30, 2009, Orange and Rockland, Sroff of lhe Deportment of Public Service, the 

Consumer Profedian Boord, USG Corporation, and rhe Small Customer Marketer Coo/ilion 
filed a Joint Proposal with the Commission in Orange and Rockland's gas bose role 
case. The Joint Proposal sets forth o seHiement of all outslcnding Issues In this case. The 
only active porty In the ca:;e no! joining in thejoint.Propasol is ihe Town of Ramapo. The 
joint Proposal, which is subjed to the review and approval of the Commission sets forth a 

thre..yeor gas rote plan {November l , 2009 through October 3 J , 20 1 21 for the 
company. The Joint Proposal provides fer gas role increases of $12.8 million, $5.2 
million and $4.5 million effective November 1, 2009, 2010 and 2011, 
respeclively. Alternotf.lely, the Join! Proposolgiveo the Commission the opportuni!y lo phose 

In the bose role Increase as follows: $8.964 million effective November I, 2009, 
$8.964 million effective November I, 20 I 0, and $4.626 million {in addition Ia a one 

time collection of $4.338 million through the N.anlhly Gas Ad(uslmenl) effective November 
1,2011. 

The joint Proposal olsa con.lolns the following major ilems: 

• An .assumed annual reltirn.on common equity of 10.4%; 

• Reconciliation of oc!uol pension and other poskeliremenl benefu expenses, 
environmental remediolion expernies, property taxes, long-term debt costs and certain 

other expenses lo amounts reAected in roles; 

8 Deferml of carTYing charges for dislributfon infrastructure inveslmenrs to th~ extent acJuol 

expenditures ore less than amounts reflected in rates; 

• Compony may defer canying charges on up to $2 million of annual incremental 
lnlerference relaied spending; 

• Deferral of increases In certain expenses above a 4% annual inHolian role, but only If 

the oclual annual relurn on common equity Is less than 10.4%; 
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• lmplemenfo1icn of a revenue decoupllng mechanism using •revenue per 

customer· methodology under which ocluol energy delivery revenues woold be 
compared, on a periodic basis, with !he aulhorized delivery revenues with the 

difference accrued, lor reltmd to, or recovery hom, customers, as applicable; In the 
first rote yeor !November l, 2009-Qctober 31, 20 10), as on austerity measure, !he 
company will implement o 2% productivity adJustment li.e., l% above the normal l% 
producn,;ly adjustment\. S!olemenls in suppon of/in opposinon to the Join! Proposal 
were submiHed july l 3, 2009. A heortng lo consider the ]oint Proposal has been 
scheduled for July 28, 2009. The Commission is expected 1o consider the Joint 
Proposal in October 2009. 

Daminian Resaurces (Dl 

Dominion Virginia Power (DVPJ has mode ~ve lilings before the Virginia Slate Corporation 

Commission ISCC) seeking o net increase of $316 million in revenues, 1o be effective 

between July J , 2009 and Jonu01y J , 20 I 0. The filings and effecnve dates ore listed 
below: 

Figure 32: Dominion Regulatory Filings 

Request 
Fuel 
Base Rates 
Transmissicn 
Bear Garden 
Virginia City 1-!yrbid Energy Center 
Total 

Amount 
(In millions) 

($2:?£) 
$298 
$78 
$77 
$99 

$316 

Effective 
Date 
1-Jul 
1-Sep 
1-Sep 
1-Jan 
1-Jan 

The bose rate case filing sought a 13.5% ROE on 52.8% equity ol the Norch filing, but the 
capitol structure DVP sought wos as of the end of 2010. In o subsequent ruling, the sec 
decided tho! DVP's capital structure would be set as of year-end 2008. This should 
effecnvely limit DVP loa 47-48% equity reno. On about $8.5-9.0 billion of rate bose, this 
equates lo about $0.09 to $0.10 of lower possible increase. In addition, the res! of the­
role case fnlng will be amended based on a Sept. 2010 lest year, os opposed Ia the 27-
manth faiWOrd period DVP had planned to utilize. We would expect this to impact the rate 
bose reques!. The amended filing Is due be/ore the SCC by August 3. The ROE 
mechanism established by Virginia low obliges the stale to have a floor set by the majority 
of DVP's peer utilities in the Southeastern US using a three-year rolling overage. The bose 
rates would become effective before the final order Is due, sub{ecl to refunds. The 
procedural schedule for thai ~ling doesn't hove hearings until January 2010 !see below). A 
posilive note .subsequent fo ihe recent sec rulings noted above on rote case lesl periods is 

the darificotion !hat DVP may fila a role case at any lime in the future if n feels on economic 

incentive to do so. Previously, the understanding was that DVP would be unable to file a 
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rale case for another rwo years. This mitigates some of the impact of the eaclier test 

periods we described obove. 

The Virginia Cily Hybrid Energy Center, a 585 MW fiuidized bed coal plant under 
conslluclico in Wire County, Virginia, is designed to be carbon· coptvre compatib!e. The 

plant is scheduled fa cost $1.8 billion, excluding financing costs, and should be. completed 
in 2012. Consistent with the overall requests In the role case described above, DVP Is 
seeking a 14.5% ROE for the plant, comprised of the 13.5% ROE request in the rote case, 
plus a 100 bp adder lhal is allowable lhrough a separate rider under lhe re1egulalian bill 
that applies to new cool plants. 

The Bear Gorden fadlily Is a 580 MW combined cycle plant to be located in Buckingham 
Counly, Virginia, that was approved by !he SCC in i\l.arch 2009. Similar lo the Virginia 

Cily plant above, DVP requested a 13.5% ROE with a 100 bp adder for combined cycle 
plants, raising !he alkn request to a 14.5% ROE. This plant is expecled to cos! $619 
million, and should be completed in 2011. 

lhe $78 million transmission Increase is the result of requesling a transmission rider {Rider n 
to encompass current and future transmission od[ustmenls, and is. net of a $227.3 million 

revenue requirement, offsel by o $149.4 million reduclion in bose roles os the transmission 

component is removed. This Increase was approved by the VA SCC and will be effeclive 
September 1. 

Timing for the obcve open moHers is outlined In figure 33. 

figure 33: Dominion Open Regulalory MoHer• 

JUly 9 • conments dJe 
Ju1t 16 -hamgs ICheck.ft:d 

A~.Q~Jst4-~due 
A~l11· hea'bQ$ sdledl.led 

PLE.-201»00011 ~IJSfll'leatlo f<fder S tor'I/Jrjnla CtyHftxtd en.tgyeenter AIJJJll1t- Cll«V''\ents.M 
ALQUSt 18 • heri'igs sdledUed 

PlE~19 Jaooay 13, 2Q'tO. ((II'Mitl\b d~.t& 
JAf'!U!J20- 2010- !leaJ!s' sch8dl!ed 

In November 2007, Dominion filed a combined operating end construction license !COl) 
with the NRC for a third unit ol its North Anna nuclear slle. The COt was based on using 
GE's Economic Simplified Boiling Weier Reactor JESBWRJ design. D has since re<>pened 

ils selection process for a technology at !he site, and lhe search is ongoing. Ills our belief 
!hot D will be In the firs! wave of new regulated nuclear construction, and to ihot end, we 

expect o decision on o design partner to be reached by year end. 
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DPL, Inc. (DPL) 

Ohio Retail Rate MoHer. 

On February 24, 2009 DP&l filed a Snpulalion Agreement with the Public Utility 
Commission of Ohio IPUCO) on ils Electric Security Plan !ESP), filed October 10, 2008, 
as required by SB221. The Stipulalion was signed by !he PUCO mff, the office of the 
Ohi? Consumers Counsel, and other fn!ervening parties and among other !lungs,· extends 

DP&t's existing role plan through 2012, odiusls its fuel recovery mechanism beginning in 

2010, end provides fer the recovery of certain SB221 compliance costs. On June 24, the 
PUCO unanimously approved DPl's pending ESP SeHiement. The approved plan 
establishes roles through 2012 and implements a fuel recovery mechanism beginning nexl 

year. In addilion, DPl will be able lo conHnue 1o retain 75% of !he benefits derived from ils 
cool oplimizolian slralegy in 2010 and beyond. The plan further stipulates thai on 

excessive earnings lest will not be applied unlil 2013. 

As a member of PJM, DP&t incurs costs and receives revenues &om !he RTO related to lis 
transmission and generation assets, OS we/1 OS ifs bad obligoiJons for refafl customers. 

SB221 Included a provision that would allow Ohio electric utilities to seek and obtain o 
reconcilable rider to recover RTOrelo!ed costs and credits. On February 19, 2009, !he 
PUCO approved DP&~s request lo defer costs assOciated wilh ils lronsmission, copocity, 
ancillary service and other PJMrelofed charges inculfed as a member of PJM. On March 
28, 2009 DP&l filed for recovery of fh.,e RTOreloied costs. Through this filing, DP&l 

proposes to eliminate seven retail riders celated to transmission and ancillary services and 

replace them with a sin9\e reloil rider !hot would incorporate all charges and ctedifs from 

lhe RTO as well as the amounts approved for defelfaL This new role was approved on 
Nv:roj 27, 2009 and wentinlo effect June 1, 2009. 

DTE Energy (DTE) 

Detroit Edi•on 

On January 26, 2009 DTE's electric utllity subsidiary Detroit Edlson filed a role case, lheir 
firs! under Michigan's new regulolory legislolion. The new legislation introduced a number 
of consirudive regulalory concepts including a fully forward lesl year, file<>n&implement 
rote-making, pre-determination on large scafe projects, limits on customer switching, and a 

more clearly orticulaled plan for renewable conslrucfrcn and spending. All of lhese 

conslrucb, when combined, help Edison lo subslonliolly miligole the affects of regulatory 
log, placing the utllily in o surprising secure silualion with the promise of supportive 

regulation always in lhe background. 

The power of a forward lesl year is demonslroted impressively in Edison's case as they are 
able 1o recover soles declines in their seNice territory prospectively. As !he electricity 
suppfler to Detroi(s •Big 3• automakers1 one can imagine that Edison's forecast or an 

opproximole B% decline In soles (soles ""peclolion is 49,165 GWhs for tho July 2009-
June 2010 period, down from !he 53,600 GWhs currenlly embedded in roles and 
corresponding lo $164 million in lost revenues} is o delinile pos>ibility. While soles 
declines thus for In 2009 ore trending close to in·line wilh company guidonoe (down 6% 
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for !he 2\XJ9 calendar year a! lost update) we ore watching closely lo see how much of 
!he $164 million ask is aciually implemented when Edison begins their interim roles on July 
26, 2009. In addilioo 1o the sales declines {which, in our view, will be very difficult for the 
commission lo argue wiih), we believe that Edison will likely recove; all of the costs 
associated wilh increased pension, employee benefit, and bod debt expense;, while ihe 

company will likely get more pushbock on its request for recovery of inftoHon and rote bose 
changes, and in all likelihood will be disallowed !he revenues ossocioled wilh the 

increased ROE reguest and 08M lied to incenlive compensation. 

The procedural schedule fcc Edison's cole case started becoming mace active in july, with 
Staff end intervenor testimony taking place on july 9, 2009, and with rebo»al testimony 
planned for july 30 (shortly o~er Edison's likely date of lmplemenlolion on July 26, 2009), 

while a final order from the commission will come by January 26, 2010 ollhe obsalu!e 
latest {Michigan's legislation mondOtes that commissions must rule on rote cases within one 

yeoc of the ociginol filing, or cates automatically become effective). On june 26 Edison took 
!he firs! slep in beginning !heir implemenlolion when !hey &led wilh !he MPSC their intention 
lo implement $280 million in Interim roles. While details around what specific companenls 

make up this omounl conlinue lo be vogue1 we feellhol il 1epresents o reasonable jumping 

off paint for the company and a good place to begin discussions with lhe commission. The 

staff recommendation that come out en july 9 2009 was well below expeclations, with the 
staff recommending o role reduction of -$4M, with on allowed ROE range of 10.5% -
11.0% {Edison is currenlly allowed on 11.0'-' ROE\. While the recommendation was 
surprisingly low, we believe that many of the steff's o~umpllons, in particular their soles 

focecosl, will be found by the commission to be substantially off pain!. 

After roles ore finalized by the commission (mosllikely in january 201 0), we expect Edison 

to continue filing role coses bock lo bock until soles declines begin lo Ioper off, which, in 
our view, is unlikely lo happen until after the 201 \ rote case cycle in a best case scenario. 

k a result, Edison will be In perpeiuol role case cycle for the for03eeoble fulure, wilh the 
payoff of this typically negative scenario being that Edison's expasuce lo weakness in. the 

Michigan economy will be limited to the six months immediately following a filing (until they 

ore allowed to Implement Interim roles!. 

MichCon 

While MichCon has been absent from the regulatory front since mid·2005 (doe to role 

moroforiums omor.g other things), the DTE gas utility filed a case on June 9, their first under 
Michigan's new legislation. MichCon's lotol ask was $193 million, with cole bose 
oddiNons accounting for the bulk [$83 million) of the Increase, while increases In company 
use and lost gas ($36 million). a new uncollectible tracker [$33 million!. lower sal., ($15 

million). O&M i$16 million), and a higher ROE !11.25% versus the 11.0% authorized 
being $10 million of the request) making up the balance of the request. We will also be 
watching closely the discussions acound the decoupli~g mechanism that MichCon Included 
In the filing. 
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Consistent with the electric regulation In Michigan, we expect that roles will be 
implemented on an intelim basis in january 2010, with o Bna1 order expected by june 
2010. 

Renewables, Efficiency1 and Conservation Programs 

DTE has the beneht of o customer surcharge that will begin Ia flow in September 2009. 
This $3-$4 per month per customer charge allows DTE's unlily subsidiaries to have access 

lo !he necessary capitol in order to meet many of their efficiency and environmental 
mandates, and wilhouf the cost that would come from lroditionaf debt issuances. We view 

this as very constructive for DTE. 

In addition Ia the regulato<y mechanisms thai were Introduced with the recent legislation, il 
has long been believed !hoi Michigan is very consciously moving In the direction of full 
decoupling on the· gas and eleckic distribution front. While fellow Michigan regulated 

ulilily CMS Energy is expected lo handle decoupling in a separate regulolory filing, il is our 
expectation thai DTE will address the decoupling Issue in their next set of role cases 
{MichCon included o decoupling mechanism in their june 2009liling and Detroit Edison's 

expected january 2010 filing will again address the issue). 

Duke Energy (DUK) 

Duke Energy Carolinas 

Duke Energy Carolinas {DEC) filed o role cose on june 2, 2009 with the Norih Carolina 
U~lines Commission INCUC), and expects roles Ia be effective janua<y 201 0. lbe filing 

seeks o $496 million Increase In revenues, premised upon 53% equity and on 11.5% 
ROE. DUK Is actually seeking a 12.3% ROE through the case, but has established its 

revenue request off of the 11.5% level. These amounts ore based off o $9.854 billion rate 

bose request 

DUK's SaveA·Watl p10grom was approved via a rider mechanism, subject to refund, In 
North Cmolino. The full issue, including amount of recoveries and the future mechanisms, 

will be handled through the recently filed rote ''?'"· 

DEC also expects. to file a rafe cos.e !o South Carolina sometime this summer, with roles 

expected to be in effect by january 201 0. 

D£C filed a combined operating and conslrucnon license !COl) with the NRC in December 
2007 for two new AP 1000 nuclear reactors of the William Stoles lee site In Cherokee 
Counly, South Carolina. Before construction \not expected to begin in eomesl unnl at least 
20 12), DUK is seeking bath a legislative outcome in North Carolina thai would allow for 
better secufiiy around the re<:.C"Nery p!'OCest., as we!l as a partnec !o cons.lructioh to ease !he 

· financial and risk burden of the project. lhese ore the early stages of the process, and we 
do not expect DUK will have a new plonl built until closer to 2020. 
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Duke Energy Ohio 

In Ohio, Duke Energy has largely resolved the elecfric securily pion (ESPJ process tho! 
replaced the previous rate-setting system In Ohio when the Public Utilities Commission of 

Ohio (PUC OJ Issued its finding in December 2008. Pending ~nol appeals to the Ohio 
Supreme Court by the Ohio Consumers' Counsel - which we do no! expect will be 
successful - the order allows a generation rote increase of 1 . 9%, 2%, and l . 2% in 20'09, 
201 0, and 201 I, respectively, and allows for recovery of environmental spending and 
fuel costs, as well as provides DUK the opporftlnily to formulate Its Save-A-Won demand 

response system for further study. 

DUK abo filed o distribution rote Increase In July 2008, which resulted In a selllement 
between DUK and some parties to lhe moner that was filed on March 3 I, 2009 that 
would result in o $55.3 million rote increase (versus on $86 million original requesl.} The 

stipulation olso allows DUK to begin a small wealhetizotion and ensrgy efficiency program 

in Ohio. The se«lemenl was approved by the PUCO on july B, and indudes the $55.3 
million increase referenced above, based on a 10.63% ROE. 

In Indiana, DUK is awollirig a ruling from the Indiana Utiliiy Regulatory Commission (IURCJ 
on its energy efficier,cy process. Settlements hove been reached with oil intervenors except 

the Citizens Action Coolinon a! Indiana. A ruling from the IURC is expected in summer 
2009. 

DUK also continues progress toward building its Edwardsport Generating Station - o 630 
MW IGCC in Indiana. The latest cost estimate of $2.35 billion was approved by the 
IURC In Janoory 2009, olong with approval for DUK to begin wctk on a carbon capture 

stucly. Conslruclian wotk on the IGCC has begun, and the planl is expected lo be 
completed in 2012. 

Edilan International (EIX) 

Southern California Edison ISCEJ operates under a long-term cost of capital decision put In 
place by the California Public Utilifies Commission !CPUCI, and the cunent decision stands 

until January 2011 . A new cost of capital case would be expected Ia be filed in April 
20 I 0. The current metrics allow for a 48% eqully structure, and on 1 1.5% ROE. In 
addition, the California utilities ate able to ad{ust their costs based en moves in the relevant 
lv'<xxly's bend index (the Boa ir.dex for SCEI. As has been noted several Hmes since the 
ruling was made lost year, utilities ate able to ad[usl their ROE by 50",(, of the move In the 

benchmatk If the benchmark moves by more than 100 bp. For SCE, the next adiustmenl 
period occurs in September. 

SCE's last rate case was decided in March 2009, with a new case not expected until fall 
of 2010 for implemenlofion In January 2012. Based on the results of both th.; cost of 
capifal and rote case proceedings, SCE's pmtections foe rote bose ond copex ace below. 
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Figure 34: SoCci Edison Regulatory Projections 

SCE Rate Base 
($ in mlmons) 

2069~ ~010E 2011E 2012E 2013E 
Base Case $14,500 $16,200 $18,100 $20,800 $23,000 
Low case $14,200 $15,800 $17,200 $18,800 $20,500 
Source: Company presentations. 

SCE Capex 
!$ In millions) 

2oos~ 2016~ 2011E 2012E 2013~ 
Base Case $3,400 $3,900 $4,200 $4,400 $4,300 
Low Case $2,800 $3,200 $3,500 $3,700 $3,600 
Source: Company presantations. 

California has fairly progressive energy efficienCy' and conseNolion guidelines in place, 

and has authorized an incentive structure for the threeyoor periods from 2006-2008 and 
2009-201 1 . This otructure allows for o 9% incentive earning on the value of energy 

efficiency savings if SCE meets 85% of Its gaol, and 12% if it meelo 1 00% of ito gaol. 
There are progress payments along the. woy, and lhe total C'NOrds or penolfies for meeting 

or foiling short of the goolo is capped ol $200 million. SCE's gool far the 200&-2008 
period was o $1.2 billion savings lo customers, which could result in o maximum $I 46 
million prelox payment to the utility. The first progress payment, for the 200&-2007 
period, wos mode in December 2008 in the amount of $25 million. SCE expects Ia 
receive o $14 mi\lion-;$26 million second progreos payment through roles in 2010 !with 

the decision expected In 4Q09.) While ihe rulemoking in this regulation is still fairly fluid, 
SCE does expect it will receive the fuH amount of any incentive earnings for the 2006-

2008 period by the end of 20 l 0, with the CPUC making o decioion In December 2009. 

SCE has been approved Ia deploy obout 5.3 million smart meters between 2008 and 

2012 through lis SmortConnecl advanced metering program. The late't total project cools 
ore eotlmated al $1.7 billion, wilh $1.25 billion of that amount going into role bose. 

Consistent with the strengthening trend thai we're seeing wilh demand response and 

conseNOtion efforts, SCE estimates thol !his program moy shove I ,000 MW of peak 
demand from its syslem once fully implemented. Coupled with the I ,000 MW of load 
!hoi SCE currenlly shoves through !Is existing programs, SCE aims to reduce up to oboul 

I O"k of its peak load through there demand response programs. 

California law compels utilities to procure 20% of their electricily via renewable resources 

by December 20 I 0. SCE doeo no! expect to be able to meet !his slondord, despite being 
able Ia lake advonloge of builtin flexibility in the methodofogy tho! includes rolling over of 
any pasl surpluses and the presumption of current renewable energy deliveries that it may 

roll forward lnlo the currenl period. There Is o maximum $25 million penalty tho! !he 
CPUC moy osoeso in the course of reviewing the annual complior\r:e filings that SCE and its 

peer utilities ore required to make. I! io unclear otthis point how this olluation will develop, 
but SCE doesn't believe il will be mode to poy a penalty for its 2008 procurement. 
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In mid-May, SCE slated tho! ii would not seek lo build the Arizona porlion of !he Devers· 
Polo Verde 2 {DPV2) line that has been proposed for the last few years. The maffer would. 
have required a re-filing of the application wilh the Arizona commission, and in our view 

success seemed unlikely. SCE wnl continue to build the California porlion of the line tho! 
runs from Palm Springs lo Blythe, CA. The Arizona portion of the line was expected lo cosl 

$304 million, with the California portion estimated at $723 million. The California piece 

shoold be completed by 2013. 

Entergy Corporation (ETR) 

ETR is ·in the midst of o proposed spin-off of its nuclear business, which has been named 

Enexus Energy. They obtained NRC approval last summer, and that approval expires on 
july 28, 2009. Enexus will likely seek on extension of the approval at that point, and we 

do nat anticipole any pmblems. The spin was also approved by the FERC in June 2008, 
and that approval remains in effect for a reasonable amount of lime. lhe sprn has been 

hampered by pending regulatory approvals from Vermont end New York slates, as well as 
a fight credit market thai would weaken port of the lnveslmenl case for the •pin. 

In Vermont, there ore two ilems pending: approval For a re·licensing of the Vermont Yankee 

jVY) nuclear plant, as well as approval for the license honsfer that would authorize the •pin. 
The V'/ license expires in March 2012, end the Vermont Public Service Board IPS B) and 
the Vermont legi•lalure have role• to play In ony relicerning decision. The legislolure will 
hove to grant authorization to the PSB to consider the extenoion, and then the PSB may 
decide the sltual!on on its merlls. At this point, the legislature has not granted the PSB that 

oulhmily. The legislalure has been unfavorable toward V'/ in the recent post, seeking to 
require ETR to fully fund its fulure decommission ltabtlmes ol the present time - only to hove 
lhol bill vetoed by l~e governor.. Further, there is a material anli·nucleor atmosphere in 

Vermont that creates on air of uncertainty. Ultimately, we believe the plant will be 
relicensed, provided ETR is willing to replace the current power purchase agreement (PPAI 
that expires at the end of the current license period, with a new one thai runs along with 
the extended life of the plant. The license transfer step tho! is required for Enexus to toke 
ownershiP of the plant is awaiHng a final determination, with all necessary steps having 

been completed for months. Ayoin, we believe ![ on agreement con be reached 

regarding a fulure PPA, the reot of the process will unfold favorably. 

In New York, the parties involved in the spin-oH matter hove been in various stages of 
·setdemenl discussions since December 2008, wilh no resolution havlr.g been reached yel. 

The slate Public Service Commission INYPSCJ process had Its last milestone in October 
2008, when the AUs hearing the matter ruled that an odequole record to reach o decision 
had been reached, If there is no senlement, the Al.ls will submit a recommendation to the 
NYPSC, which could then rule at its discretion. 

Entergy Arkansas {EAI) 

The 2008 storm cost recovery efforts were begun In January 2009, while early 2009 
storms led to further costs Incurred at EAf estimated ot $120 million-$140 million. 1he 
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Alkansas Public Service Commission (APSCJ has· allowed EAt to deler 2008 storm costs 

and to seek recovery via the storm damage rider. Given the unfavorable results of the 

200&-2007 role case in Alkansas, where EAI r9<1uesled a $106.5 miRion Increase, ond 

was instead granted o $5. l million role reduction, lhe storm recCNel)' process I hal is 

curren~y ongoing should Serve OS a decent barometer of the relolionship between the 

APSC and EAt. 

EAl has also sought APSC approval to spend $631 million on environmental upgrades at . 

its White Bluff cool plant. In order to comply with slate and federal regulations by 2013, 

EAl is hoping to begin construcffon by 4Q09. EAI is asking lor on APSC ruling by 
September 25, 2009. 

Entergy Texas (ETI) 

The Public Utilities Commission of Texas (PUCTl recently approved a unanimous settlement 

on MJrch 11 thai would increase bose roles by $46.7 miUion, and which stipulated a 

10% ROE os reasonable !the settlement was black box, and thus made no specific mention 

of an allowed ROE.) The roles were elleciive os of January 28, 2009: Separately, ETI 

had been seeking permission to either remain in the SERC region, or join ERCOT, as part 

of its transition to competition plan. The Texas legislature, before adjourning on June 1, 

passed SB 1492, which pertained to ET's membership in qualified power regions, and its 

transition to competition. This effectively forecloses a transition to competilioo for the next 

four yecrs, and authorizes ETI to withdraw its current filings before the PUCT Ia that effect. 

Also, ETI filed for $577.5 million of storm costs, and made its filing before the PUCT on 

April 21. Consistent with slate low, the PUCT has 150 days lo rule on the amount of 
recovery and on securitization. Recent staff recommendations would allow all but $3 

million of this amount. A setllement conference is slated for july 27, with o hearing to be 

held on August 3. 

Entergy Gull States Louisiana (EGSLJ 

EGSL is estimating that it incurred between $240 million-$255 mfllion in storm costs 

associared with Hurricones•lke and Gustav. Curren! legislation in louisiana allows for 

securitization of storm costs, and EGSl should be making a filing soon. In addiHon, the 

commission staff's review is ongoing for EGSl's formula rote pion {FRP) filing totaling $26.8 

million for revenu~ lnc_reoses and copocily cosls_. 

Entergy louisiana (EU) 

Ell hod been in the process of repawering its litlle Gypsy plant under a dual-fuel (pel coke 

and coal) process using a clrculoling Ruidii:ed bed lechno/ogy, until the recent drop in 

nolurol gas price, CCI!pied with economic downturn, called into que•lion the near-term 

economics of the $1.76 billion project. FoUowing on earlier ruling from the Louisiana 

Public Service Commission ilPSC), Ell recommended a long-term suspension of longer than 

three yecrs for the project.. In late April, the lPSC agreed, while awaiting the next filing 

from Ell/EGSl which is due by June 20, regarding future claims and nex! steps regarding 
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recovery. We lhink the process bears walching because Ell should, In our view, be able 
to recover irweslmenls already mode in the projecl, despite the recent long-term 
postponement In fact, this cose serves as something of a test case for slots commissions' 
willingness lo repay vtililies for approved investments thai hove been .subsequently 

cancelled or delayed. 

Ell is also in !he middle of a >!arm cos! recovery proceeding, following damage Incurred 
by Hurricanes Ike end Gustav. The company estimates storm damages of about 
$390million-$405 million, and expects to begin a recovery filing shortly. As noted above 
wilh respect to EGSt, existing low in Louisiana already permils securitization of storm costs. 

finally, testyeor 2006 and 2007 FRP filings ore still under review by the lPSC, with a final 
ruling in the 2006 test yeor issues expected later this summer. 

Current allowed ROEs fer each of ETR's regulated subsidiaries ore below: 

figure 35: Entergy Allowed ROEs by Subs!diary 

Company 
EAI 
EGSL 
ELL 
EMI 
ENO 

en 

Authorized ROE 
9.90% 

9.9%. 11.4% 
9.45%. 11.05% 
9.46%. 12.24% 
11.1% (electric) 

10.75% (gas) 
10.00% 

2008Actual 
ROE 
3.4% 
10.9% 
9.8% 
8.9% 
16.5% 

6.4% 
SouJCe: Canpany lillfl]S. Bardays captal estinates. 

Exelon Corporation (EXC) 

PECO 

The role cop lronsilion period ends for EXC's PECO and ExGen subsidiaries on Oecember 
31 , 201 0. PECO hied a delauli service program and rete miligalion plan (DSP) In 

September 2008, and the Pennsylvania legislaiure passed Act 129 in October 2008. Act 
129 prescribes a 15 year transition fo smarf meters, as well as requiring an energy 

efficiency and conservation lEE) plan be filed by july l, 2009. The EE plan requires a I% 

reduction In lhe expected June 2009 - M"'f 2010 load by foky 20 11 , and 3% reduction 
by Wv:ry 2013. 1he Ad specihes thai cosb a"ocialed with the EE plan no! exceed 2% of 
2006 revenues !which were about $5.2 billion for PECO). A plan for implementing smart . 
meter rollout must be filed with the PA Public Utility Commission (PAPUC) by August l 4, 

2009. 

Mindful of requirements fcund in Acl 129, the PAPUC approved o selllemenl with PECO 
on April 16, 2009, !hot allowed for a 29-month term beginning january 1, 2011, and 
ending 1-ky 3), 20) 3. Under !he agreement, PECO will participate in nine procurement 
processes between june 2009 and Wv:ry 20 J 3, with o variety of short- and long1erm 
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cor.lracts. The .settlement also al!ows for certain customers to phase in rates. finally, the 

seHlement allows for residential and small consumer classes cf customers to pre-pay their 
expected rate Increases through 2010, accruing interest at 6%, <Jnd then hewing them 
applied to their bills in 2011 and 2012. The first RFP process has been he!d olroody, with 

a result for the 17· and 29·month products of $100-$1 02/MWh, which we believe 
equates to about $88/MWh to the winning generalion bidders when subtrading items 
such as line losses and ?A gross receipts taxes. The remaining auclicn schedule, along 

with products up for bid of. each auction, is shown in figure 36. 

Figure 36: Exelon PECO Procurement Schedule 

======== ~qijti_ .!'!AAr<t. ~ . " iil~l~£~!1JIL~~®.il1 
Fall2009 

qu~ements & toe W-1
312009 

. 
Energy 

Spri~2010 

Fan 2010 

Spri~ 2011 

Fall2011 

Spri~ 2012 
Winter 2012 

Fall2012 

Full Requirements & Block 
Energy 

Full Fequirements & Block · 
Energy 

Blod< Enef!ly Only 
Full Requirements & Block 

Energy 
Bled< Energy Only 

Full Requirements Orly 
Bled< Ene Onl 

Source: NERA fCOI'It;Krlk; Cotl$v/Nr.g, w.r.w.pecoprocu1ement.com. 

5124/2010 5126/2010 

9120/2010 912212010 

5123/2011 5125/2011 

9/19/2011 

4/16/2012 
1/18/2012 
9/17/2012 

PECO operates under an electric role freeze until 20 II, and we don't anlicipale a 

distribution role filing there until the pos>2010 issues have been clarified. 

Com Ed 

CornEd has a formula role &ling before the fERC lo true up ils transmission costs; in thai 
liling they requested a $16 million reduction In roles. 

Regarding on electric distribution case, which CornEd would lypicolly be on schedule to 
file later this year, the company plans to defer that filing while II observes what kind of 
financial position il is in following the announced o&Jv\ and copex cuts il mode earlier this 
year. A filing is possible in early 20 I 0, but nothing is planned ol ihts point. CornEd 
earned o 3.3% ROE, according lo company filings and our estimates, in 2008. The 
company was allowed o 10.3% ROE in lis last role case in Illinois, which was awarded in 
September 2008. 

FirstEnergy (FE) 

We look !or FE to file a market rate opnon !MRO) in Ohio In 4Q09. This would cover the 
june 20 11-Moy 2013 power procurement far the utilities. We look for the company to 
propose two to three auctions !his time to layer-in pricing os opposed fo the single auction 

for June 2009-May 2011. The process con last 275 days and would conclude in 
4QIO. 

July 16, 2009 47 

ATTACHMENT D • 47 



t. 
I 
I 
I 
I 
I 
I 
I 
I 
I· 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Unlmes 

48 July 16, 2009 

fPL Group Inc. (FPL) 

Florida Power & light (FP&l} 

FP&l filed a role case in mid March, seeking $1.25 billion over 2010 and 2011. The 

case requests a $1 billion increase in rates for 2010, wilh an addilional $250 million in 

20 11. These amounts ere premised upon a 201 0 lest year, ond a 55.8% equity slruclure 

and 12.5% ROE. It is wonh noHng thai fP&l also requested a redudion in its fuel costs for 

20 1 0 that would result in a drop of about $2 billion in expense to rotepoyers - more than 

offselling $I billion of increase that's been requested for 2010. The rate case should hove 

rounds of testimony and rebuffal testimony in through August, wilh hearings scheduled for 

Augusl24-28 and September 2-4. A staff recommendation is expected in late October, 

arid a commission vote Is expected in November, with rates to be effective for January 

2010. 

FP&l ~ also asking for a $150 million storm reserve accrual, which if hopes to build to a 

$650 million level over time. The company is seeking o continuation of rts generation 

bose role adjustment IGBRA) mechanism to reflect the expected addition of the West 
County #3 unit in mid-20 11 . 

NextEra Energy Resources 

There ore a couple of regulatol)' or legislative developments that ore relevant for the 

NexlEra piece of the business. In Texas, NexiEra has been approved to build a 250 mile 

345 kV transmission line os port of the CREZ transmission build-cutin the stole. The project 
is expected to cost $600 million, and represents FPl's first regulated transmission build 

outside of Florida (through a new unit called lone Star, llC, which is a substdlocy of fPl 

Group Capitaij. lone Star needs to file far ils Certificate of Convenience ond Necessity In 

Texas; hearings are expected in 1Ql0, with a final ruling likely later that yem. 
Comlruction is slated for 2011 . 

As has been no1ed numerous 1imes lale\y, fPl and ib peers in renewable energy 

development look to be beneficiaries of the renewable tides in the Amertcan Recovel)' and 
Reinvestment Act of 2009 {aka the stimulus bill). The bill would al!ow wind generation 

access to the lnveslmenl lax credit (lTC) thai's helped solar energy shaY., 30% off the 

oopilal cos~ of a project, provided a compony has the tox. capodty Ia enjoy il(otherwise 
the benefil Is deferred until it can be used). 11 would also creole an ITC4ike grant !hot 

would offer a check from the government far 30% of capital costs, poyoble about 60 days 

a~er the unit goes into service, regardless of lax appelile. The rules far porceling out these 

benefits are expected lobe codified by July, and bear wclchlng for anyone lnleresled In 
renewable energy development. 

Great Plains Energy (GXP) 

On September 5, 2008, GXP filed role cases for each of lis subsidiaries In oil jurisdictions 

{Kansas City Power ond light in both Missouri and Kansas, and Greater Missouri 

Operations In Missouri). The cases have not been carried out without surprises. On the 

positive side, the Kansas staff came oul with a ROE well ahead of expedOnons for KCP&l, 
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but the lower equity fo total cap ratio that was suggested more than outweighs Jhe increase 

in allowed ROE. In Missouri, the staff recommendations were, as expected, very negative, 

but the seltlements !hat were announced were definitely positive sucprises, in terms of hew 

close fo the agreed upon amount was Ia the original ask and the fact that seHiemenls were 
agreed upon in the first place. The foci that is worth noling1 Is GXP's increased revenue 
feGUests ·jn September 2008 were premised u~n an off.system sales margin based on o 

gas deck and power prices that are 20%-30% below current levels. Due lo regulatory rules 
that forbid an Increase In a company's ask beyond lhe origfnol request, it is Ukely that GXP 

will be subJected fo malerial regulatory leg until the next set of rate cases ore filed ond the 
company is trued up to a power environment that more accurately refieds the current 

situation. 

While lhe seltiements were definitely steps in the right direction, they are partially offsel by 
delays associated with bringing Iotan· 1 bock in-service, causing GXP to ask for or.e month 

extensions of their true-up deadlines In both Missouri and Kansas, and effectively knocking 
bock the expecled doles for their final orders and delaying lhe associated role relief 
benefits. In conjunction with the revised procedural schedules, GXP issued releases to the 
financial community with the expected earnings impacts. N\anogement stated th.ot Kansas. 

would be a $0.07 EPS hit in 2009 {but they expected this entire omaunt would be offset 

by additional cost cuts) ond Missouri's de!oy would be o $0. I 0 EPS hit. 

Figure 37: GXP Role Case Summary 

Notes: JmQJflts and ROE ra1ge fer MO based IJ11Uesfs ~d upon mfd.polri of Slalf's Reconnundation 

Source: Company Mngs and pre!et!loliCM. 

The seHlemenls that were announced In Missouri defied who! has been the slotus quo far 
GXP and !he Missouri regulators. The terms were a modest concession on GXP's pari 
(relative to the original ask) In both cases. For KCP&l, the company's iniHal ask was for 
$101.5 million, and the seHiement was for $95 million {$10 million of which will be 

~ealed as additional amortization), while GMO originally asked for $83. 1 million and get 
$63 million in the seHlement. Whi!eihe seHiemenls ore still wailing approval, it is our view 
that the commission is lil<ely to accept the agreements. The faclthot GXP was able to senle 
ol all in MO is o step in the right direction and bodes well far the upcoming round of cases 

to be filed In 20 I 0. 

While the three main cases In Missouri IKCP&l-MO and MPS/i.&P's {GMOJI, announced 
seHiemenls in April and May, respectively, KCP&l KS announced their selllement on June 

July I 6, 2009 A9 

ATTACHMENT D- 49 



1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Ulilmes 

50 Jvly 16, 2009 

18 2009. As has already been articulated, a selliement is almost always considered to be 
a more desirable outcome when looked ot relative to the fully litigated alternotive, making 
GXP's handling of their regulatory situations In Missouri and Kansas that much more 
important and impressive. However, these regulatory successes are porticlly offset by 
lapses on the execution side, as was shown by the delays In ge~lng laton 1 to meet the 
commission's standard to be included !n role base. As a result, the rate case process for 

the oulslanding cases 'fflJS delayed about a month. Rates hom the seHiement ere expected 
to be effective on September ]·, 2009 in Missouri and on August l 2009 In Kansas. 

Shortly alter implemonlotion in these cases, we expect KCP&l Kansas lo file their final role 
case !that was sel out by the Comprehensive Energy Plan) during 4Q09, with filings 
expected for the Missouri subsidiaries during the early portion of 2010. This next set of role 

cases Is of particular importance due to laton 2 flowing into role base {assuming !hat 

construction remains on schedule ond the plant is placed in-service during the summer of 
20 I 0 as expected!. In addition, this next round of cases promises fo be filled with same 
Iough issues around cost over-runs assoc:iated with Iotan 2, and improper spending 01ound 

laton l 's environmental retrofits {a oomponenl of the recently hied seHiemenls slated that 
during !he next round of role cases, up lo $30 million of KCP&l-MO's role base $15 
million of GMO's con be challenged and disallowed if deemed imprudenl by !he 
commission}. Final orders ond effective roles for the next round of role cases ore expected, 

in our view, during 3G/ 4G for Kansas and In the beginning of 20 II in Missouri. We 

expecl staff testimony for the more important Missouri role cases !oboul 70% of the 
company's rote base) sometime during the summer lo eorly.foif rime period. A staff decision 

lypicolly signals the trough valuation for a regulaled uHiily, and II is of this Hme {pending 
valuolionl that we would be most compelled to lack al becoming more aggressive on GXP. 

Hawaiian Electric Industries (HE) 

HE subsidiary, Howalian Electric Compony {HECO), filed a general role case on July 3, 
2008, requesting a $97 million or 5.2% electric role Increase based on on 11.25% relurn 
on equily !54.3% of copllaij on a rote bose valued al $1 .4 billion fer a 2009 calendar 
test year. (This requested increase was in addition to an interim increase .that was 

authorized by the Howell Public Utiliiies Commission on October 22, 2007 In the 
compony's 2007tesl-yeor elec~ic role case proceeding owoiHng a knal PUC decision for 
which there is not slolulory deadline. The interim increase in !he 2007-fesf.yeor case was 

revised on May I, 2008, to$77.9 million from an lnllially authorized $70 million.! 

In the 2009 lest-year proceeding, HECO requested !hal $73.1 million of the Increase be 
Implemented on an inlerim basis 'as soon as 'predicable and the remaining $23.9 
million be Implemented upon the commercial operation of the compony' s Campbel! 
Industrial Park ICIP) generating facilily {for which the expected In-service dole was August 
2009 altha lime of kllngl. In addiHon to the costs of the CIP facilily, HECO indicated thai 
the proposed rote Increase reflected copifol investment needed to maintain and improve 

system reliability, ond higher operation and maintenance and depreciation expenses. 
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In April 2009, lhe consumer Advocole filed leslimony, recommending o $62.7 million or 
3.4% permonenl increase, based en a 9.5% lo 10.5% ROE on o role bose valued ol 
$1.259 billion !hoi included !he CIP focilily. 

On May 15, 2009 HECO, !he Consumer Advocole, and !he Deportrnenl of Defense jbul 

excluding Comll)ission S!offj filed a selllemenl in !he pending 2009 lesl year efeclric role 
case, calling for HECO lo be oulhorized a $79.8 million 16.2% j inlerim role Increase, 
premised on a 10.5% ROE on on overage role bose valued ol $1.253 billion. The 

settlement agreemenl represented o negotiated compromise of !he parties' respective 
posilians and was approximolely 18% lower than HECO's original request of a $97 
rndlton locceose in revenues. Under !he terms of the settlement, HECO would hove been 

permitted to establish o revenue balancing account idecoupllng mechonlsmj that would 
have allowed !he company lo cdjusl revenues for lhe differences beiween actual ond 
authorized revenues. The selllemenl also reAec!ed inclusion of !he company's CIP focilily in 
roles, for which HECO hod originally proposed lo reHectln a second-slep increase. 1he 
remaining issues among the parties Impacting the amount of the increase for the 

proceeding related to the appropriate tesf year expense amount for informational 

advertising, and the appropriate return on common equity for the test yeor. This seHlemenl 

also excluded the requested fevenue adjustment mechartism or Jracker for operalions and 

malnlenonce expense and capilol expenditures, !hal was also proposed by HECO, Ia 

minimize regulolory recovery log. This request is now port of a seporole dockel, which will 

be considered a! a later date. 

On July 2, 2009 The Hawaii Public Utilities Commission issued an order pomolly 
approving ond por1ia\ly rejecting lhe aforementioned settlement agreement on interim rates. 

As a resuh of the PUC's modification to the settlement, HECO ex peels thai the interim 

Increase uhimotely aulhortzed will be $61.1 M. The PUC's order requires HECO Ia 
exclude from rate bose any costs ossocio!ed wilh the Campbell industrial Pork locilily. 1he 

seHiemenl had reRecled inclusion of the CIP facilily In roles, whereas !he company hod 
originally proposed to reBecl the facilily in roles In ·a send-step incr~ase. The order also 

excluded the costs associated with the stipulated employee incenl.ive wage increases, and 

requires the update of certain transmission and disffibulion ar.d maintenance costs to reSect 

current commodity prices. The order further excludes certain stipulated cost ilems 

associated with the Hawaii Clean Energy lnltiotive from base roles,· because Jhese 

ln~ioliws ore •fill Jhe subjecl of pending PUC proceedings and haw no! yet been 
approved. 

In addifion, 1he PUC 1ejected the lerms o! the agreement calling for HECO to implemenl a 
decoupllng mechanism which would hove allowed the company Ia adjust revenues for the 
differences beiween actual and oulhorized reverllles ihrough !he establishment of a revenue 
bolar.cing account. In Its decision to deny !he implementation d such a mechanism, the 

PUC stated that it was considering the issue of decoupling in the context of o separate 
proceeding, and !hal •n has no! yel delerrilined !hal o sales decoupling mechanism and the 
esrablishment of HECO's proposed revenue boloncing account ore just and reasonable·. 
The PUC opined tho! the "parties disregarded !he Commission's directive• os il had 
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explicitly advised the Parties to not include any mechanisms or expenses rel~ted to 

programs or opplicafions that hove no! been approved by the commission, such as 
decoupling, the renewable energy Initiatives program and advanced meter reading. The 
Caml)lission added that such programs are in the earty states of the regulatory approval 
process, and that the PUC • cannot reosonobty determine that the programs will be 
implemented during the lest year." 

The Consumer Advocate and the Deportment of Defense had the opportunity to file 
comments on HECO's calculated interim increase amount wilhfn live days. The interim 

decision will be implemented a&er the PUC issues a decision on HECO's colculotions. If 

the amounts collected pursuant to on inlerim decision exceed the amount of !he Increase 

ultimately approved in the ftnal D&O, then the excess would hove Ia be refunded to 
HECO's customers, wllh inleresl. 

The procedural schedule for the remainder of the case includes testimony responding to 
HECO's revised filings as a result of the PUC's ruling ore to be filed by ]uty 20, end 
hearings on the unresolved issues scheduled to begin on August 10. There is no slolutory 

lime limit within which the PUC must issue a decision regmding permanent rates. 

Maui Electric Company, Inc. (MECO) 

On March 20, 2009, MECO filed o Notice of Intent Ia ftle an appliconon fer a general 
role increase on or o&er May 29, 2009 (but before June 30, 2009) and a motion 
fequesling PUC cpprcvol lo ose a 2009 coler.dor yeor lesl pefiod for the upcoming la!e 

co~e. The ~ling of lhis genercrl rote lncreose application in accordance wilh the Energy 

Ag~eement, under which the parties agreed that MECO would file a 2009 test yeor rate 

case to implement o decoupling mechanism. On April 27, 2009, the PUC issued an 
order denying Mf.CO's motion end slonng that MECO may elect to file its rate case 
oppllootion wilh either a split 2009/2010 test period or a 2010 calendar lest period, 

pUisuantlo the PUC's rules. Under the rules, MECO (ond HELCO, discussed below) would 
be allowed to Me rate cases with 2010 test years on or after July 1, 2009. 

Hawaiian Electric light Company, Inc. (HELCO) 

In order to implement the decouplir.g mechanism commiHed to by the parties in the Energy 
Agreement, the ponies agreed that HELCO would file a 2009 lest year role case. In light 
of recent PUC action denying MECO's motion lor approval to use a 2009 test year !see 
MECO discussion above), HELCO is evoluonng the liming of Us role case filing. 

Decoupling Proceeding 

In the Energy Agreement(described below). the parties agreed to seek approval from the 
PUC to implement, beginning with the 2009 HECO role case Interim decision, a 
decoupling mechanism, similar to that In place for several Califomio utilines, which 

decouples revenue of the unlities from kWh sales, ond ptovides revenue ad(ustmenls 
(Increases/ decreases\ for the differences (shortages/ overages\ between the amount 
determined in the lost rote case ond(a)lhe current cost of opeiOiing the utiHiy as deemed 
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reasonable and approved by the PUC, (b) the retum on and return of ongoing capitol 
Investment (excluding projects included in o proposed new Clean Energy Infrastructure 

Surcharge), and (c) changes in lax expense due !a changes in Stole or Federal lox rates. 
lhe decaupling mechanism would be subject Ia review o! any lime by the PUC or upon 
request of the utilily or Comumer Advocate. On October 24, 2008, the PUC opened on 
Investigative proceeding to examine implementing a decoupllng mechanism for the uti/[lies. 

In addition to the utililies and the Consumer Advocate, there are five other parties In the 
proceeding. On M.orch 30, 2009, the utilities and the Consumer Advocate filed their (oint 
p!oposal ond initial statement al position and the olher parties filed !heir initio! statements of 
posiHon. The utilities' and Consumer Advocate's joint proposal is ·for o decoupling 

mechanism with two components: l) a sales decouplfng component via a revenue 

balancing account and o revenue escalaHon component via a revenue adjustment 

mechanism and 2} an eamings shoring mechanism. Final position stalemenls of the porties 

were submitted in M.oy 2009. The Commission noted in its july 2, 2009 order that the 

soles decaupling mechanism and establishment olthe proposed RBA ore in the early stages 
of the regulatory approval process, and ihat it cannot reasonably determine that the 
program will be implemented during the test year. 

Hawaii Clean Energy Initiative 

In january 2008, lhe Siole of Hawaii and lhe U.S. Deporlmanl of Energy (DOE) signed o 
memorandum of understanding establishing ihe Hawaii Clean Energy lninative (HCEI). The 
slated purpose of lhe HCEI is to eslablish a long-term partnership beiween the·S!ate and the 
DOE that will tesult in a fundamental and sustained fransformalion in the woy in which 

energy resources ore planned and used in the Slate. HECO has been working with the 
State, the DOE and ather stakeholders to align lhe uUiity's energy plans with the State's 
plans. On Ociober 20, 2008, the Governor olihe Slate of Hawaii, lhe State al Hawaii 
Department of Business, Economic Development and Tourism, the Division of Consumer 

· Advoca01 of the State .of Howoii Department of Commerce and Consumer Affairs, ond 

HECO, (on behalf of itself and ils subsidiaries, HELCO and MECO) signed on Energy 
Agreement setting forth gaols and objedives under with HCEI and the related commitments 
of the parties. The Energy Agreement provides !hot the parties pursue a wide range of 

actions with the purpose of decreasing Hawaii's dependence on imported fossil fuels 
through substantial increases in the use of renewob!e energy and implementation of new 

programs intended to secure greater energy efficiency and conseNolion. 'Nany of the 

oclions and programs Included In the Energy Agreement will require approval of the PUC 
In proceedings tho! will need to be initialed by the PUC or the utilities. 

On june 25, Gov. linda Ungle signed lnlo law House Bill 1464, which, among other 
ini!iolives, increases the renewable pollfolio .tondord !orgels for utililies operating in the 

slate. Renewables now must comprise 25% of each uti lily's resource portfolio by 
December 3 l, 2020, and 40% by December 31, 2030. Previously, the low hod 
required that renewobles comprise l 0% of each utilily's resource portfolio by December 
31, 2010, IS% by December 31, 2015, and 20% by December 31, 2020. H.B. 
1464 requires that up lo 50% cf the RPS forgets may be mel by renewable energy 
displacement technologies such as solar water healing, OJ energy efficiency and 

July 16, 2009 53 

ATIACHMENT D ·53 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Uulmes 

5A Jvly 16, 2009 

conservation programs. Under the new low, renewable displacement technologies ond 

energy elflder.cy ond con.servaHon programs would count towards meeting lhe RPS rhroogh 

December 31, 2014; however, beginningJonua'Y l, 2015, !he low establishes !hot lhese 
meons would no longer count !award meeting the RPS largels. Importantly, the low allows 
the Hawaii Public Utilities Commission the authority lo revise the RPS. H. B. ] 464 also 
establishes ene1gy efficiency portfolio standards, mandating thol uiilllies achieve 4,300 
GWH of eleciricily usage reduclions by 2030, with additional interim gaols to be 
established by the PUC. The low stoles tho!, beginning in 20 J 5, ene1gy uscge 1educlions 
brought about by renewable ene1gy displacemenltechnologies will counllawards meeting 
!he efficiency standards. The bill requires that the commission establish Incentives and 

penalties for meeting such standards and grants the PUC the outhorily Ia adjust the 
standards. 

NiSource(NI) 

Gas Distribution Cases 

Nl, due to its conglomerate sfotus, is consistently involved in the rote case process In of 

leas! one of their jurisdiclicns. While some of these (in porticulor, Boy Stale Gas In 
Masscchuse11sl how some importance from on earnings standpoint lif fuH ask of $34.6 
million is received, 2010 EPS could hove as much as $0.04-$0.05 of upside!, many 
!Columbia Gas of Keniuckyl are not of porticulor significance due to the minimal potential 

po>itive upside (entire Increase that Nl is asking for is about $ J 1.6 million!. Final orders 
ore expecied in Boy Stale's and Columbia Gas of Ken1ucky In November 2009 and 
March 2010, respectively. In addmon to these two outstanding cases, Nl's Columbia Gas 
of Pennsylvania subsidio'Y could file during 4Q09 or I Q I 0. 

NIPSCO 

NJ's regulatoty story is dominated by the NIPSCO electric subsidia'Y and their outstanding 
rate case that was initiated August 29, 2008. The case takes on particular significance 

due to NIPSCO's absence hom the regulato'Y process for ever 20 yeatS. furthermore, 
NIPSCO historically has over-earned their allowed ROE, and this, when coupled with a 
seNice lerriloty thai has subslonliol industria/land steel in particular! exposure, makes for a 
controversial proceeding. Asking for a rete i~creOSe during a profoundly deep recession 

always makes a rate case more challenging. 

NIPSCO is asking for a one-lime increase of $85.7 million !revised down from a $105 
million Iota! increase that was lo be carried out in iwo steps) premised upon a 49.9% 

equity lo total oapitcl structure and a 12.0% ROE. Not surprisingly, the testimony and 
recommendations mode lhus for by 1he Intervenors has been very negative, wilh the Indiana 

Ol!ice of the Uiilily Consumer CounseiO! recommending a revenue reduction of $135 
million, predicated upon a I 0% ROE and a 39.2% equity Ia total cap slruclure. We don't 

believe that a result of this magnitude is likely, however !he prudent approach, in our view 
ond who! we hove currenlly tefiected in our eslirnotes1 is a flof result for the cote case. 
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U!llllles 

Hearings and addiiional lesffmony picked bock up recently, with the company's rebuttal 
fesfimony on june 26 while additional hearings ore planned for July 27, 2009. A final 

decision and effective coles are expected during late 2009, but more ~kely early 201 0. 

Northeast Utilities {NU) 

Northeast Utilities is composed of four main subsidiaries, three of which ore divided across 

business . lines for lronsm1sslon and dfslribution/ generation. These ore Weslern 

MossachuseHs Electric Company (WMECOJ, Public Service Company of New Hampshire 
(PSNHJ, and Connecticut light & Power {C!&Pj. The fourth subsidiary is a gas utiliiy 
company in CT, Yankee Gas (YonkeeJ. Each electric subsidiary is reguloled at !he stole 
level for its distribufion or generation (NH only) and at the federal level by the Federal 

Energy Regulatory Commission (fER C) for lis Irons mission assets. T ronsmission is filed on o 
project by project incennve basis at the FERC. We do not expect any regulatory role 
filings at Yankee Gas provided the strong growth hom the expansion plans al that 

subsidiary conlinues. 

Transmission 

Under the FERC NU's transmission assets otthe lhcee relevant subsidiaries ore allowed a 

12.89% retum on equity on the New England East West South Projects {NEEWS} and o 
13.10% rehlrn on equlty on other transmission which quolihes for the incentives under the 

FERC rote strucll!re. The 13.10% ROE Is composed of o 10.40% bose ROE, lo which is 
added !he following:. 

• A 7 4 bp incremenf which began on 1 0/31/06 for higher bond yields; 

• A 50 bp Incentive for regional transmission organization {RTO) membership; 

• A 46 bp technology odder if approved for underground portions, etc.; and 

• A 100 bp odder for projecls entering seiVice post 2004 but prior fa 1 I I /09. 

The 46 bp odder is determined on o project by project basis, and !he 100 bp odder post 
1/1/09 will also be reViewed by !he FERC on o projecl specific level. We believe the 
vosf mo(orily of NU's transmission projects will quolily for rhe 100 bp odder while the 46 

bp technology odder will be more projecf dependent. 

The FERC has outlined what If sees as criteria, scme of which o project must meet for 
consideration of Incentives. 1he projed must be: non-routine, reduce conges1ion or ensure 

reliability, Iorge in size, require signilicont financing, be multi·slole, be muhi·pool, be multi­
company, and/ or be technologically advanced. 

Non-Transmission 

A breakdown of curnmt regulation and expected role ~lings by subsidiary Is provided in 

Figure 38. 
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