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

Federal Reserve Discount Rate Changes and Federal Reserve Funds Rate Changes

Federal Reserve

Federal Reserve

Federal Reserve

Federal Reserve

Date Discount Rate Funds Rate Date Discount Rate Funds Rate

01/01/83 8.50% 06/30/99 4.50% 5.00%
12/31/83 8.50% 08/24/99 4.75% 5.25%
04/09/84 9.00% 11/16/99 5.00% 5.50%
11/21/84 8.50% 02/02/00 5.25% 575%
12/24184 8.00% 03/21/00 5.50% 6.00%
05/20/85 7.50% 05/19/00 6.00% 6.50%
03/Q7/86 7.00% 01/03/01 5.75% 6.00%
04/21/86 6.50% 01/04/01 5.50% 6.00%
07/11/86 6.00% 01231701 5.00% 5.50%
08/21/86 5.50% 03/20/01 4.50% 5.00%
09/04/87 5.00% 04/18/01 4.00% 4.50%
08/09/88 6.50% 05/15/01 3.50% 4.00%
02/24/89 7.00% 08/27/01 3.25% 3.75%
07/13/90 8.00% 08/21/04 3.00% 3.50%
10/29/80 7.75% 09/17/01 2.50% 3.00%
11/13/90 7.50% 10/02/01 2.00% 2.50%
12/07/90 7.25% 11/06/0% 1.50% 2.00%
12/18/20 7.00% 12/11/01 1.25% 1.75%
12/19/90 6.50% 11/06/02 0.75% 1.25%
01/09/91 6.75% 01/09/03 2.25%" 1.25%
02/01/91 6.00% 6.25% 06/25/03 2.00% 1.00%
03/08/91 6.00% 06/30/04 2.25% 1.25%
04/30/91 5.50% 5.75% 08/10/04 2.50% 1.50%
08/06/91 5.50% 05/21/04 2.75% 1.75%
09/13/91 5.00% 5.25% 11/10/04 3.00% 2.00%
10/31/91 5.00% 12/14/04 3.25% 2.25%
11/06/91 4.50% 4.75% 02/02/05 3.50% 2.50%
12/06/91 4.50% 03/22/05 3.75% 2.75%
12/20/91 3.50% 4.00% 05/03/05 4.00% 3.00%
04/09/92 3.75% 06/30/05 4.25% 3.25%
07/02/92 3.00% 3.25% 08/09/05 4.50% 3.50%
09/04/92 3.00% 09/20/05 4.75% 3.75%
01/01/93 11/01/05 5.00% 4.00%
12/31/93 No Changes No Changes 12/13/05 5.25% 4.25%
02/04/94 3.25% 01/31/06 5.50% 4.50%
03/22/94 3.50% 03/28/08 5.75% 4.75%
04/18/94 3.75% 05/10/06 6.00% 5.00%
05/17/04 3.50% 4.25% 06/29/06 6.25% 5.25%
08/16/94 4.00% 4.75% 08/M17/07 5.75% 5.25%
11/15/94 4.75% 5.50% 09/18/07 5.25% 4.75%
02/01/95 5.25% 6.00% 10/31/07 5.00% 4.50%
07/06/95 5.75% 12/11/07 4.75% 4.25%
12/19/95 5.50% 01/22/08 4.00% 3.50%
01/31/96 5.00% 5.25% 01/30/08 3.50% 3.00%
03/25/97 5.50% 03/16/08 3.25%

12/12/97 5.00% 03/18/08 2.50% 2.25%
01/09/98 5.00% 04/30/08 2.25% 2.00%
03/06/98 5.00% 10/08/08 1.75% 1.50%
09/29/98 5.25% 10/28/08 1.25% 1.00%
10/15/98 4.75% 5.00% 12/30/08 0.50% 0% - 0.25%
11/17/98 4.50% 4.75% 02/19/10 0.75%

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

Source:

Federal Reserve Discount rate

hitp:/www. newvorkfed.org/markets/statistics/divratesfedrate.html
Federail Reserve Funds rate hitp /iwww newyorkfed. orgimarkets/statistics/diyratesfedrate htm!

Note: interest rates as of December 31 for each year are underined.
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

[Federal Reserve Discount Rates and Federal Funds Rates
1980 - 2010 |
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Rate of Inflation

Mo/Year Rate (%) Mo/ ear Rate {%) MoiYear Rate (%) MaolYear Rate (%) MofYear Rale (%) Mo/Year Rate (%) Mo/Year Rate (%) Ma/Year Rate (%)
Jan 1980 13.90 Jan 1984 420 Jan 1988 4.00 Jan 1982 260 Jan 1996 270  Jan 2000 270  Jan 2004 180 Jan2008 4.30
Feb 14.20 Feb 4.60 Fab 3.80 Feb 280 Feb 270 Feb 320 Feb 170 Feb 4,00
Mar 14.80 Mar 4,80 Mar 3.90 Mar 320 Mar 280 Mar 370 Mar 1,70 Mar 4.00
Apr 14.70 Apr 4.60 Apr 3.90 Apr 320 Agr 290  Apr 300 Apr 230 Apr 3.90
May 14.40 May 4.20 May 3,90 May 300 May 290 May 320 May 310 May 420
Jun 14.40 Jun 4,20 Jun 400 Jun 310 Jun 280  Jun 370 Jun 330 Jun 5.00
Jul 13,10 Jut 4.20 Jul 4.10 Jul 320 Jul 300 Sl 370 Jul 300 Jul 5.60
Aug 12.90 Aug 430 Aug 400 Aug 310 Aup 280 Aug 340  Aug 270 Aug 540
Sep 12,60 Sep 4.30 Sep 420 Sep 300 Sep 300 Sep 350  Sep 250 Sep 490
QOct 12.80 Oct 4.30 Oct 420 Qct 320 Oc 300 Oct . 340 Oct 330  Oct 70
Nov 12.60 Nov 4.10 Nov 420 Nov 303 Nov 330 Nov 340 Nov 350 Nov 1,30
Dec 12.50 Dec 3,90 Dec 440 Dec 290 Dec 330 Dec 340 Dec 330 Dec Q.10
Jan 1981 11.80 Jan 1985 350 Jan 1989 4.70 Jan 1982 330  Jan 1997 300  Jan 2001 370  Jan 2005 agn  Jan 2009 0.00
Fab 11.40 Feb 3.50 Fab 480 Feb 320 Feb 300 Feb 350 Feb 00 Feb 020
Mar 10.50 Mar 3.70 Mar 500 Mar 310 Mar 280  Mar 290 Mar 310 Mar -0.40
Apr 10.00 Apr arn Apr 510 Apr 320 Apr 250  Apr 330  Apr 350 Apr 0.70
May 9,80 May 3.60 May 5.40 May 320 May 220 May 360 May 280 May -1.28
Jun 9.60 Jun 3.80 Jun 520 Jun 300 Jun 230  Jun 320 Jun 250 Jun -1.40
Jul 10.80 Jul 160 Jut 500 Juil 280 Jul 220 Jul 270 Jul 320 Jul 2.0
Aug 10.80 Aug 130 Aug 470 Aug 280 Aug 220 Aug 270 Aug 160 Aug -1.50
Sep 11.00 Sep 3.10 Sep 430 Sep 270 Sep 220 Sep 260 Sep 470 Sep -1.30
Oct 10.10 Oct 3.20 Oct 450 Oct 280 O 210 Oct 290 Oct 430 Ocl 0.20
Nov 9.60 Nov a.50 Nov 4,70 Nov 270 Nov 1.80  Nov 19C Nov 350 Nov 1.80
Dec 8.90 Dac 380 Dec 460 Dec 270 Dec 1.76¢ Dec 160 Dec 340 Dec 270
Jan 1982 8.40 Jan 1986 3.90 Jan 1990 520 Jan 1994 250  Jan 1998 160  Jan 2002 110 Jan 2006 400 Jan2010 2.60
Feb 7.60 Feb 3.10 Feb 530 Feb 250 Feb 140 Feb 110 Feb 360 Feb 210
Mar 8,80 Mar 2.30 Mar 520 Mar 250 Mar 1.40 Mar 1.50  Mar 340 Mar 230
Apr 8.50 Apr 1.60 Apr 470 Apr 240  Apr 1.40  Apr 1.60  Apr 350  April 2.:20
May 870 May 1.50 May 4.40 May 230 May 1.70  May 120 May 420 May 2.00
Jun: 7.10 Jun 1.80 Jun 470 Jun 250 Jun 170 Jun 110 June 430 e 1,10
Jul 6.40 Jul 1.60 Jul 480 Jul 280 i 170 Jul 1.50  July 410  July 1.20
Aug 5.90 Aug 1.60 Aug 560 Aug 300  Aug 160 Aug 180  Aug 380  August 1.10
Sep 5.00 Sep 1.80 Sep 6§20 Sep 260 Sep 150 Sep 150 Sep 210  Seplember 1.10
Oct 510 Oct 1.50 oct 630 Oct 270 Oct 150  Oct 200  Oct 1,30 Oct 1.20
MNov 460 Naov 1.30 Nov 630 Nov 270 Nov 150 Nov 220 Nov 200 Nov 1.10
Dec 3.80 Dec 1.10 Dec 6.10 Dec 280 Dec 160 Dec 240 Dec 250 Dac 1.50
Jan 1883 3.70 Jan 1987 1.50 Jan 1991 5.70 Jan 1995 250  Jan 1999 1.70  Jan 2003 260 Jan 2007 2.10
Feb 3.50 Feb 2.10 Feh 530 Feb 280 Feb 160 Feb 3.00 Feb 2.40
Mar 360 Mar 3.00 Mar 480 Mar 340 Mar 1.70  Mar 3.00 Mar 2.80
Apr 3.90 Apr 3.80 Apr 480 Apr 240  Apr 230 Apr 220 Apr 260
May 3.50 May '3.90 May 500 May 320 May 210 May 210  May 270
Jun 260 Jun 370 Jun 470 Jun 300  hin 200  Jun 210 Jun 2,70
Jul 2,50 Jul 3.90 Jul 4.40 Jul 280 Jul 210 Ju 210 il 2.40
Aug 260 Aug 4,30 Aug 380 Aug 280 Aug 230 Aug 220 Aug 2.00
Sep 2.80 Sep 4.40 Sep 3.40 Sep 250 BSep 280 SBep 230 Sep 2.80
Oct 2.80 Oct 4,50 Oclt 290 Dct 280 Oct 260 Oct 2,00 Oct 3.50
Nov 330 Nov 450 Nov 300 Nov 260 Nav 260 Nov 1.80 Nov 430
Dac 3.80 Dec 440 Dec 310 Dec 250 Dec 270 Dec 180 Dec 4.10

Source: U.S. Dept of L.abor, Buresu of Lahor Statistics, Consumer Prica Index - All Lrben Consumers,
Change for 12-Month Pericd, Bureau of Labor Statistics, '

htip:fiwww, bls.gov/schedulelarchives/cpi pr bim

} - € 3INA3IHOS
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Rate of Inflation
1980 - 2010
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Ualon Electric Company d/b/a Ameren Missourl

File No. ER-2011-0028

Average Ylelds on Public Utility Bonds

MolYear Rate (%) Mo/Year Rata {%} MofYear Rate (%} Mo/Year Rate (%) MafYear Rate (%) Mo/fYear Rale (%)  Mo/Year Rate (%) Mo/Year Rala (%)
Jan 1692 “Tan 1696 22

Jan 1880 1212 Jan 1984 13.40 Jan 1988 16.75 Jan 1592 8.67 an 1996 7.20 Jan 2000 8. Jan 2004 623 Jan 2008 608
Fab 13.48 Feb 13.50 Feb 10.11 Fab B.37 Feab 1.37 Feb 8.10 Feb 6.17 Feb 6.28
Mar 14.33 Mar 14.03 Mar 10.11 Mar B.84 Mar 7.72 Mar b.t4 Mar &01 Mar 6.29
Apr 13.50 Apr 14,30 Apt 1063  Apr B.79  Apr 7.88  Apr a.14  Apr 638  Apr 6.36
May 1217 May 14.95 May 1075  May B.72 May 7.99  May 855 May 868  May 6.38
Jun 1187  Jun 15.18 Jun 1071 Jun 8.64  Jun B.O7  Jun B22 Jun 6583  Jun 650
Jul 12.12 Jui 14.92 Jul 1086 Jul B.48 Jud B.02 Jul 817 Jul §34 Jul 6 50
Aug 1282 Aug 14.29 Aug 11.08 Aug B34 Aug 7.84 Aug B.O5 Aug 618 Aug 6.48
Sep 13.29 Sep 14.04 Sep 10 56 Sep 8,32 Sep B.01 Sep B.18 Sep 60 Sep 658
Oct 131.53 Ocl 13.68 Oct 2.92 Ocl B.44 Oct 7.78 Oct 8.08 Oct 5085 Oct 7.70
Nov 14.07 Nov 13.15 Nov 9.89 Nov 8.53 Nov 7.48 Nov 8.03 Nov 597 Nov 780
Dac 14.48 Dec 12.96 Dec 10.02 Dec 8.36 Dec 7.58 Dec 7.79 Dec 593 Dec £a7
Jan 1981 14.22 Jan 1985 12.88 Jan 1989 1002 Jan 1993 8.23 Jan 1897 7.79 Jan 2001 7.76 Jan 2005 580 Jan 2008 877
Fab 14.84 Feb 13.00 Feb 10.02 Feb 8.00 Feb 168 Feb 7.69 Feb 564 Feb 6.72
Mar 14.86  Mar 13.66 Mar 10.t6  Mar 7.85 Mar 7.92 Mar 759  Mar 588  Mar B.85
Apr 15.32 Apr 13.42 Apr 10.14 Apr 7.76 Apr 8.08 Apr 7.81 Apr 572 Apr 680
May 1584  May | 12.89 May 9.492 May 778  May 794  May 7.88  May 5§60 May 6.83
Jun 1527 Jun 11.91 Jun 849  Jun 768  Jun 777 Jun 775 Jun 539  June 6.84
Jul 15.87 Jut 11,88 Jul 9.34 Jul 7.5 Jul 7.52 Jul 1.7 Jul 550 July 6.15
Aug 1633 Aug 11.93 Aug 937  Aug .2 Aug 7.57  Aug 7.67  Aug 651 Aug 580
Sep 16,89  Sep 11.05 Sep 543 Sep 7.01 Sep 7.50  Sep 173 Sep 6§54  Sep 560
Oct 16.76 Oct 11.84 Oct §5.37 Oct 6.9% Oct 7.37 Oct 764 Oct &.79 Oct 564
MNov 1550  Nov 11.33 Nov 833 Nov 7.30 HNov 7.24 Nov 7.81 Nov 588 Nov 571
Dac 15.77  Dec 10.82 Dec 231 Dec 733  Dec 7.16  Dac 7.86  Dec 583 Dec 5.86
Jan 1962 16,73 Jan 1986 10.68 Jan 1990 944 Jan 1984 7.3 Jan 1998 7.03 Jan 2002 769 Jan 2006 577 Jan 2010 583
Fab 16,72 Feb 10.16 Feb .66 Feb 7.44 Feb 7.09 Feb 762 Feb 583 Feb 594
Mar 16,07  Mar 9.33 Mar 8.75 Mmar 7.83 Mar 7.43 Mar 7.83 Mar 5498 Mar 5.90
Apr 1582  Apr 9.02 Apr 9.87  Apr 8.20  Apr 742 Apr 174 Apr 628  Apr 587
May 1580  May 9.52 May 9.89 May 8.32 May ‘ 7.1 May 776  May 6239 May 5.59
Jun 16,18 Jun .51 Jun 969 Jun 83 Jun 899  Jun 767  June 638  June 5556
Jut 16,04 Jul 9,19 Jut 9.66 Ju! a.d? Jul 6.99 Jul 7.54 July 637 July 539
Aug 15.22 Aug 8.15 Aug 0.84 Aug 8.41 Aug 6.96 Aug 7.34 Aug 620 Aug 510
Sep 14.56  Sep 9.42 Sep 10.01 Sep B85 Sep 6.88  Sep 723 Sep 603 Sep 610
Oct 13.88 Oclt 89.39 Oct 9.84 Qct B.88 Oct 5.88 Oct 743 QOct 601 Oct 5.20
MNov 1358  Nov .15 Nov 976  Nov 8.00 Nov .96 Nov .31 Nov 582 Nov 5.45
Dec 13.55 Dec 8.86 Dec 8567 Dec B.7% Dec 6.84 Dec 7.20 Dec 583 Dec 5.61
Jan 1983 13.48 Jan 1687 8.77 Jan 1991 9.56 Jan 1895 B.77 Jan 1848 5087 Jan 2003 713 Jan 2007 596

Feb 13.80 Feb 881 Fab 8.31 Feb 8.56 Fab 7.00 Feb 8.92 Feb 591

Mar 13.28  Mar 875 Mar 939 Mar B.41 Mar 718 Mar B.80  Mar E87

Apr 13.03  Apr 9.30 Apr 830 Apr 830  Apr 716 Apr 6EB  Apr 801

May 13.00 May .82 May 928  May 7.83 May 7.42 May 6.35  May 883

Jun 13,17 Jun .87 Jun 9.44 Jun 7.62 Jun 7.70 Jun 6.21 June 634

Jul 1328 Jul 10,01 Jul 940 Jul 7.03 0 766  Jul 654  July 628

Aug 13.50  Aug 10.33 Aug 9.6  Aug 786 Aug 786  Aug 678 Aug 628

Sep 1336  Sep 11.00 Sep 903 Sep 762  Sep 787 Sep 658 Sep 624

Oct 13.19 Oct 11.32 Oct 8.99 Oct 7.46 Qct B8.02 Oct 650 Oct 617

Nov 13,33 Nov 10.82 Mov 893  Nov 740  Nov 7.86 Nov 6,44  Naov 6504

Dec 1348 Dec 10.99 pbec B.76 Dac 7.21 Dac 8.04 Dec 636 Dec 623

Saurces:

Mergent Bond Racord (January 1980 through November 2010); BendsOnline (Decembes 2010)

V=¥ 37NA3HOS
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Union Electric Company d/b/a Ameren Missour
File No. ER-20%1-0028

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

MoiYear Rate (%) MofYear Rale (%) MolYear Rala (%) Mo/ Year Rale (%} Mo/Y ear -Rale (%) Mo/Year Rate (%) Mortear ' Rale (%) MofYear Rate (%)
Jan 1880 1060 Jan 1984 11.75 Jan 1988 B.83 Jan 1992 7568 Jan 1996 6.05 Jan 2000 663 Jan 2004 4.99 Jan 2008 433
Feb 1213 Feb 11.85 Feb B.43 Feb 785 Feb 6.24 Feb 6.23 Feb 4.93 Feb 4.52
Mer 12.34 Mar 12.28 Mar B.63 Mar 797 Mar 6.60 Mar 6.05 Mar 4.74 Mar 4.39
Apr 11.40 Apr 1285 Apr 8.95 Apr 796 Apr 6.78 Apr 5.85 Apr 5.14 Apr 4.44
May 10.36 May 13,43 May 9.23 May 789 May 6.91 May 6.15 May 542 May 4,60
Jun 9.81 Jun 13.44 Jun 9.00 Jun 78B4 Jun 7.06 Jun 583 Jun £.41 Jun 4,69
Jul 10.24 Jut 13.21 Jul 9.14 Jul 760 Jul 7.03 Jul 585 Jul 5.22 Jut 4.57
Aug 11.00 Aug 12.54 Aug 9.32 Aug 739 Aug 6.84 Aug 572 Aug 5.06 Aug 4.50
Sep 11.34 . Sep 12.29 Sep 9.06 Sep 734 Sep 7.03 Sep 583 Sep 4.90 Sep 427
Oct 11.59 Oct 11.98 Oet B.Bg Oct 753 Oct 6.81 Oct 5.80 Oct 4.86 Oct 4.17

i Nov 12.37 Nov 11.86 Nov 9,02 Nov 761 Nov 6.48 Nov 578 Nov 4,89 Nov 4.00
Dez 12.40 Dec 11.52 Dec 9.01 Dec 7.44 Dec 6.55 Dec 548 Dac 4.86 Dec 2,87
Jan 1981 1214 Jan 1985 11.45 Jan 1989 B.93 Jan 1993 734 Jan 1997 6.83 Jan 2001 5.54 Jan 2005 473 Jan 2008 213
Feb 12.80 Feb 11.47 Feb 9.01 Feb 708 Feb 6.69 Feb 5.45 Fab 455 Feb a.59
Mar 12.69 Mar | 11.81 Mar 9.17 Mar 682 Mar 6.93 Mar 534 Mar 478 Mar 3.64
Apr 13.20 Apr 11.47 Apr 9.03 Apr 685 Apr 7.09 Apr 565 Apt 485 Apr 3,76
May 13.60 May 11.05 May 883 May 692 May 6.94 May 578 May 449 May 4.23
Jun 12.96 Jun 10.44 Jun B.27 Jun 681 Jun 6.77 Jun 567 Jun 4.29 Jun 4.52
Jul 13.59 Jul 10.50 Jul 8.08 Jul 663 Jul 6.51 Jul 5.61 Jul 441 Juiy 4,41
Aug 14.17 Aug 10.56 Aug 8.12 Aug 6232 Aug 6.58 Aug - 548 Aug 446 Aug 4.37
Sep 1467 Sep 10.61 Sep 8.15 Sep 600 Sep 6.50 Sep 5.48 Sep 447 Sep 4.18
Oct 1468 Oct 10.50 Oct B.00 Oct 594 Ocl 633 Qct 5.32 Oct 467 Oct 4.19
Nov 13.35 Nav 10.06 Nov 7.90 Nov 621 Nov 611 Nov 512 Nov 473 Nov 4.3
Dec 13.45 Dac 9.54 Dec 7.90 Dec 625 Dec 5.99 Dec 5.48 Dec 4,66 Dec 4.49
Jan 1982 14.22 Jan 1986 9.40 Jan 1990 8.26 Jan 1894 629 Jan 1998 5,!}1 Jan 2002 5.44 Jan 2006 459 Jan 2010 4.60
Feb 14.22 Fab 8.93 Feb a.50 Feb 6.49 Fab £.89 Feb 539 Feb 4.58 Feb 4.62
Mar 13.53 Mar 7.96 Mar 8.56 Mar 6™ Mar £.95 Mar 571 Mar 473 Mar 464
Apr 13.37 Apr 7.39 Apr 8.76 Apr 727 Apr 592 Apr 5.67 Apr 5.06 Apr 469
May 13.24 May 752 May 8.73 May 7.41 May 593 May 5.64 May 520 May 4.29
Jun 13.92 Jun 7.57 Jun 8.46 Jun 7.40 Jun 570 Jun 552 Jun 516 Jun 4.13
Jul 13,56 Jul 7.27 Jul 8.50 Jul 758 Jul 568 Jul 538 July 513 July 3.9%
Aug 12,77 Aug 7.33 Aug 8.86 Aug 7.49 Aug 554 Aug 5.08 Aug 5.00 Aug 3.80
Sep 12,07 Sep 162 Sep 9.03 Sep 7.71 Sep 520 Sep 476 Sep 485 Sep 3.77
Oct 11.17 Oct 7.70 Oct 8.86 Oct 794 Oct 501 Oct 493 Oct 4.B5 Oct 3.87
Nov 10.54 Nov 7.52 MNov 8,54 Nay 808 Nov 525 Moy 4.95 Nov 469 Nov 4.1%
Dec 10.54 Dec 737 Dac 8.24 Dac 7ar Dec 5.06 Dec 492 Dec 4.68 Dec 4.42
Jan 1983 10.63 Jan 1987 7.39 Jan 1991 827 Jan 1995 785 Jan 1999 516 Jan 2003 4.94 Jan 2007 4,65
Feb 10.88 Fab 754 Feb 803 Feb 781 Feb 537 Feb 4.81 Feb 4.82
Mar 10.63 Mar 7.55 Mar B.29 Mar 7.45 Mar 5.58 Mar 4.80 Mar 4.72
Apr 10.48 Apr 825 -  Apr 821 Apr 736 Apr 565 Apr 4.90 Apr 4.86
May 10.53 May a78e May 8.27 May 695 May 5.81 May 4.53 May 4.90
Jun 10.93 Jun a.57 Jun 8.47 Jun 6857 Jun 6.04 Jun 437 Jun 5.20
Jul 11.40 Jul 8.64 Jul B.45 Jul 872 Jul 5.98 Jul 4.93 July 511
Aug 11.82 Aug a.97 Aug B.14 Aug 686 Aug 6.07 Aug 530 Aug 4,93
Sep 11.63 Sep 9.59 Sep 7.95 Sep 655 Sep 6.07 Sep 514 Sep 479
Qct 11.58 Oct a61 Oct 7.93 Ocl 637 Oct 6.26 Qct 5.16 Oet 477
Nov 11.75 Nov Bo5 Nov 7.92 Nov 826 Nov 6.15 Nov 513 Nov 4,52
Dec 11.88 Dec 412 Dec .70 Dec 606 Dec 6.35 Dec 508 Dec 453
Sources:

hitp;/ifinance yahoo com/g/p?s="TYX
hng:.'Irasearch.st|ouisfed.urqlfredzrdata.'GSSO,lxi
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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)
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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)
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Moody's Baa Corporate
Bond Yields 1919 -2010
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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

(Millions of Dollars)
Capital Components 2005 2006 2007 2008 2008
Common Equity ' $2,903.0 $3,040.0 $3,488.0 $3,449.0 . $3,944
Preferred Stock 113.0 113.0 113.0 113.0 $113
Long-Term Debt 2,702.0 * 2,939.0 3,360.0 * 36770 $4,022
Short-Term Debt 80.0 311.0 82.0 343.0 $0
Total $5,798.0 $6,403.0 $7.043.0 $7.582.0 $8,078.0

Historical Consolidated Capital Structures for Ameren

(Miflions of Dollars)
Capital Components 2005 2006 2007 2008 2009
Common Equity $6,381.0 $6,509.0 $6,774.0 $6,984.0 $7,865.0
Preferred Stock 214.0 213.0 211.0 195.0 185.0
Long-Term Debt 54500 * 57410 * 5912.0* 69340 7,317.0
Short-Term Debt : 193.0 612.0 1,472.0 1,174.0 20.0
Total $12,238.0 $13,165.0 $14,369.0 $15,287.0 $15,397.0

Source; Ameren's Annuat SEC 10-K Filings.

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

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 Unlon Electric Company

{in Percentages)

Capitat Components ‘ 2005 2008 2007 2008 2009 5-Year Average
Common Equity 50.07% 47.48% 49.52% 45.49% 48.82% 48.28%
Preferred Stock 1.95% 1.76% 1.60% 1.49% 1.40% 1.64%
Long-Term Debt 46.60% * 45.90% * 4771% * 48.50% * 49.78% * 47.70%
Short-Term Debt 1.38% 4.86% 1.16% 4.52% 0.00% 2.39%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Historical Consolidated Capital Structures for Ameren

(in Percentages)

Capital Components 2005 2006 2007 2008 2009 §-Year Average
Common Equity §52.14% 50.13% 47.14% 45.69% 51.08% 49.24%
Preferred Stock 1.75% 1.62% 1.47% 1.28% 1.27% 1.48%
Long-Term Debt 44.53% 4361% 41.14% 45.36% 47.52% 44.43%
Short-Term Debt 1.58% 4.65% 10.24% 7.68% 0.13% 4.86%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Sources: Ameren's 10-K Filings.

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 Percentage

Capital Component Amount of Capital
Common Stock Equity - $3,913,191,356 50.92%
Preferred Stock $ 114,502,040 1.49%
Long-Term Debt $ 3,657,492,156 47.59%
Short-Term Debt $ - 0.00%
100.00%

Total Capitalization $ 7,685,185,552

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

SCHEDULE 6



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

Criteria for Selecting Comparabie Electric Udlity Companies

n 2) 3) @ (5} (6} Lu] &) (5} (10) (11} (4]
10-Year At Least
Regulated VYalucLine NoReduced  Projected Growth  Invesmnent No Comparable
Stock Electric % Elecric Historical Dividend Available from Grade 5&P Announced Company

Valyel inc Publicly Utlity Revenues Growth since Value Line Corporate Generation  Merper or Met All
Flectric Utility Companies Ticker Traded (EED) z 70% Available 2007 and Reuters Credit Rating Assets Acqastion Criteria
Allegheny Energy No
ALLETE Yes Yes No
Alliant Energy -1 > T Yes L Yes - " Yeg A -
Amer, Elec. Power ‘15" T Yes s AuYes o G Yes.. [
Ameren Corp Yes Yes
Avista Corp. Yes No
Black Hills No
Cen, Vermant Pub. Serv. [ Yes Yes Yes Yes Yes No
CenterPoint Energy CNP Yes No
CH Energy Group CHG Yes Yes No
Cleco Corpes. 2% -~ =% i “HCNL 35" 5 ¥ed 0% Yegs i YegodSep 03 o v Yest bt Wese S F Yes vt Yes R a7 pWes TS
CMS Energy Corp. CMS Yes Yes No
Consol. Edison ED Yes Yes No
Constallation Energy CEG Yes No
Domision Rescurcas 2] Yes No
IDPLne 7%, 2. .- ot DPL - o W NesEZ T A Ye R e Wes I N Yes o TR st RTINS (3
DTE Energy GTE Yes Yes
Duke Energy DUK Yes No
Edison Intl EIX Yes No
E) Paso Electric EE Yes Yes Yes Yes No"
Empire Dist. Elec. EDE Yes Yes Yes Yes Yes No
Entergy Corp. ETR Yes Ne
Evergreen Energy Inc EEE Yes NA
Exalon Corp. EXC Yes No
FirstEnergy Corp. FE Yes Ne
G't Plains Energy GXP Yes Yes Yes Yes No
Hawaiian Elec. HE Yes Ne
F-[PéCORP,Lhc'."’C T x MDA AT Ve, ol b iVes o pra Yes . w n¥esnd v chVest £ e iR, SRy o, o Xesvoo e Wes g
Integrys Energy Yes No
1TC Holdings NA
Maine & Maritimes Corp Yes Yes Yes No
MGE Energy No
NextEra Energy No
Norteast Utilines Yo Yes Yes Yes Yes Yes Yes No
Northwestern Corp Yes Yes No
NSTAR Yes Yes Yes Yes Yes Yes No
NV Energy inc. Yes Yes Yes Yes Yes No
OGE Energy No
Qtter Tail Comp. No
Peopco Holdings No
[PG&E Corpl 3" - v 7 YerTal | 2 Wi ; CiYetds o UYes
Pinnacle West Capital R CFOE I i -1 Ve e it Yes e e Yes
PNM Resourcas Yes Yes Yes
Portiand General Yes Yes No
PPL Corp. Ne
Progress Energy Yes Yes Yes Yes Yes Yes Yes No
Public Setv. Enterprise No
SCANA Corp. No
Sernpra Energy No

uthern Co.™ = ST SXeaat T e L lar i VesHe d G ¥
TECO Erergy Yes Yes No
UIL Holdings UL Y5 Yes Yes Yes Yes Yes Yes No
UniSource Energy UNS Yes Yes Yes Yes Yes Yes No
UNILTIL Corp. UTL Yes Yes No
Veciren Corp. WC Yes Yes No
Westai. T o WL s T X RSt PN e, Nese tai s Weso v Cir BXeywi kg i Yes -V b o TYer % i
Wisconsin Energy WEC Yes Yes No
‘iﬂ aergy Ine. 2o 4 770 T SATN s g By L NES TR T VS v v oW e b aWeske L o i TV ERL sy S Wk ho Ves L G WeR W

Sources: Cofumns 1,2, 3.6, 7,8 and 10 = The Valu¢ Line Investment Survey: Ratings & Reports
i Column 4 = Edison Eleetric Institute 2009 Finaneial Review
Column 5 = January 201§ AUS Utility Reperts and Companies’ E0KS and 10Qs
Columnn § = Reuters com on January 27, 2011
Column 9 = S&P RaringsDirect

Notes:
i No dividends per share

SCHEDULE 7




Union Electric Company d/bfa Ameren Missouri

Comparable Electrical Utility Companies

File No. ER-2011-0028

for Union Electric Company d/b/a Ameren Missouri

S&P
Corporate
Ticker Credit
Number Symbol Company Name Rating

1 LNT Alliant Energy BBB+

2 AEP American Electric Power BBB

3 CNL Cleco Corp. BBB
4 DPL DPL Inc. A-

5 IDA IDACORP, Inc. BBB

6 PCG PG&E Corp. BBB+

7 PNW Pinnacle West Capital BBB-
8 S0 Southern Company A

9 WR Westar Energy, Inc. BBB
10 XEL Xcel Energy A-

Ameren and Union Electric

Average BBB+

BBB-

SCHEDULE 8
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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

e 10-Year Annual Compound Growth Rates = -~-—weecreeme
Average of
10 Year
Annual
Compound
Company Name DPS EPS BVPS Growth Rates
Alliant Energy -3.50% 3.00% 1.00% 0.17%
American Electric Power -4,00% 0.00% 0.50% -1.17%
Cleco Comp. 1.00% 3.50% 7.00% 3.83%
DPL Inc. 1.50% 4.50% . 0.00% 2.00%
IDACORP, Inc. -4.50% , -0.50% 3.50% -0.50%
PG&E Corp. 2.50% 4.50% 2.50% 317%
Pinnacle West Capital 5.56% -2.00% 3.00% 2.17%
Southern Company 2.50% 3.00% 2.00% 2.50%
Westar Energy, Inc. -6.50% 1.50% -4.00% -3.00%
Xcel Energy -4.00% -1.00% -0.50% -1.83%
Average -0.95% 1.65% 1.50% 0.73%
——————— ———— . -_-——"‘""___""_—- — ]
Source: The Value Line Investrnent Survey: Ratings & Reporis, November 5 and 26, and December 24, 2010,
W
o
b
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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 rmsmmmtamn—
Average of
5 Year
Annual
Compound
Company Name DPS EPS BvPS Growth Rates
Alliant Energy 0.50% 9.00% 3.50% 4,33%
American Electric Power -2.50% 2.00% 5.00% 1.50%
Cleco Corp. 0.00% 3.00% 10.00% 4.33%
DPL Inc. 3.00% 10.50% 3.00% 5.50%
{DACORP, Inc. -5.50% 8.50% 4.00% 2.33%
PG&E Corp. 0.00% NMF 14.00% 7.00%
Pinnacle West Capital 4.00% -1.00% 2.00% 1.67%
Southern Company 3.50% 3.00% 5.50% 4.00%
Westar Energy, Inc. -0.50% 21.50% 1.00% 7.33%
Xcel Energy 1.00% 8.00% 4.00% 4,33%
Average 0.36% 6.45% 5.20% 4.23%
e ———m— 1 = = = ————
Source: The Value Line Investment Survey: Ratings & Reports, November 5 and 26, and December 24, 2010
[l
O
L
m
lw]
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Union Electric Company dfb/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

Average of
5 Year
Annual
Compound

Company Name DPS EPS BVPS Growth Rates
Alliant Energy 5.50% 7.00% 3.50% 5.33%
American Electric Power 3.50% 3.00% 4.50% : 3.67%
Cleco Corp. 8.50% 9.50% 6.50% 8.17%
DPL Inc. 5.50% 7.00% 6.50% 6.33%
IDACORP, Inc. 2.50% 5.50% 5.00% 4.33%
PG&E Corp. 6.00% 6.00% 6.00% 6.00%
Pinnacle West Capital 1.50% 6.00% 2.00% 3.17%
Southern Company 4.00% 4.50% 5.50% 4.67%
Westar Energy, Inc. 3.50% 8.50% 3.00% 5.00%
Xcel Energy 3.50% 5.50% 4.50% 4.50%

Average 4.40% 6.25% 4.70% 5.12%

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

SCHEDULE 9-3
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Union Electric Company d/b/a Ameren Missouri

File No. ER-2011-0028

Historical and Projected Growth Rates

for the Comparable Electric Utility Companies

(1) @ (3 4) {5) {6)
Historical Historical Projected
10-Year 5-Year 5-Year Projected
Compound Compound Compound 5-Year Projected Average
Growth Rates Growth Rates Growth Rates  EPS Growth 3-5 Year Projected
(DPS,EPSand (DPS,EPSand (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% 5.84%
American Electric Power -1.17% 1.50% 3.67% 4.25% 3.00% 3.63%
Cleco Corp. 3.83% 4.33% 8.17% 3.00% 9.50% 6.25%
DPL Inc. 2.00% 5.50% 6.33% 8.00% 7.00% 7.50%
IDACORP, inc. -0.50% 2.33% 4.33% 4.67% 5.50% 5.09%
PG&E Corp. 3.17% 7.00% 6.00% 6.30% 6.00% 6.15%
Pinnacle West Capital 2.17% 1.687% 347% 6.65% 6.00% 6.33%
Southern Company 2.50% 4.00% 4.67% 5.06% 4.50% 4.78%
Westar Energy, Inc. -3.00% 7.33% 5.00% 7.62% 8.50% 8.06%
Xcel Energy -1.83% 4.33% 4.50% 6.03% 5.50% 5.77%
Average 0.73% 4.23% 5.12% 5.83% 6.25% 6.04%

Proposed Range of Growth for Comparables:

Column 5 =[( Column 3 + Column 4)/2°

Sources;  Column 1 = Schedule 8-1.

Column 2 = Schedule 8-2

Column 3 = Schedule 9-3.

Column 4 = Reuters.com on January 27, 2011

4.00%-5.00%
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Union Electric Company d/bfa Ameren Missouri
File No. ER-2011-0028

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

(M (2) (3) (4) (5) (6) )]

— October 2010 -- -- November 2010 -- -- December 2010 -- Average
High/Low
High Low High Low High Low Stock
Stock Stock Stock Stock Stock Stock Price
Company Name Price Price Price Price Price - Price {10/10 - 12/10)
Alliant Energy 37.00 35.66 37.65 35.69 37,32 36.28 36.60
American Electric Power 37.55 3568 37.94 35.36 36.47 34.92 36.32
Cleco Corp. 31.47 28.59 31.76 30.10 31.22 30.05 30.70
DPL Inc. 27.80 26.03 27.10 25.03 26.45 2532 26.29
IDACORP, Inc. 37.20 35.88 37.34 35.46 37.76 36.57 36.70
PG&E Corp. 48.11 45.38 4B.63 46.16 48.63 46.61 47.25
Pinnacle West Capital 42.68 40,93 42.44 39.97 41.99 40.15 41.36
Southern Company 38.62 37.10 38.48 37.32 38.49 37.43 37.91
Westar Energy, Inc. 25.79 2421 25.80 24.64 2552 24.50 25.09
Xcel Energy 24.08 23.02 24.36 23.17 23.89 23.20 23.62

Notes:

Column 7 = | ({ Column 1 + Column 2 + Column 3 + Column 4 + quumn 5+ ColumnB)/6].

Source: http:/ffinance.yahoo.com

SCHEDULE 10
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Union Electric Company d/bfa 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) @ @3)
Average
Expected High/Low Projected
. Annual Stack Dividend
Company Name Dividend Price Yield
Alliant Energy 51.65 $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. $1.62 $47.253 4.06%
Pinnacle West Capital $2.10 $41.360 5.08%
Southem 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 = { Colurnn 4 / Column 2 ).

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

Column 2 = Schedule 10.

N | SCHEDULE 11



Union Electric Company d/b/fa Ameren Missouri

File No. ER-2011-0028

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

! (2) (3) @) (5) &) {7 {8) {9)
Annualized  Growth Growth Growth

Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity
Aliant Energy $1.58 6.84% 6.20%  556%  492% 4.28%  3.B4% 3.00% B.62%
American Electric Power $1.84 1.63% 352% 342% 3% 321% 310% 3.00% 8.42%
Cleco Comp. $1.00 6.25% 571% 517% 4863% 408%  354% 3.00% 712%
DPL Inc. $1.21 7.50% 6.75% £.00% 5.25% 4.50% 375% 3.00% 8.22%
IDACORP, Inc. $1.20 5.09% 474%  439% 4.04% 370%  3.35% 3.00% 6.85%
PG&E Corp. $1.82 6.15% 563% 510% 4.58%  405%  3.53% 3.00% 7.83%
Pinnacle West Capital $2.10 6.33% 577% 522% 466% 411%  3.55% 3.00% 9.38%
Southem Company $1.82 4.78% 4.48% 4.19% 3.89% 3.59% 3.30% 3.00% 8.51%
Westar Energy, Inc. $1.24 81.06% 7.22%  6.37%  553% 469% 3.84% 3.00% 9.81%
Xcel Energy $1.01 577% 530%  484%  438% 3.92%  3.46% 3.00% 8.22%
8.40%

Sources: Column 1 = The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010.
Column 2 = Reuters.com on January 27, 2011.

Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14,

SCHEDULE 12-1



Union Electric Company d/b/a Ameren Missouri

File No. ER-2011-0028

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

(h {2) 3) (4) () (6) () (8) 9
Annualized Growth Growth Growth

Quarterly Years Years in Cost of

Company Name Dividend 1-5 8 T 8 9 10 Perpetuity Equity
Alliant Energy $1.58 6.84% 6.28% 5.72% 5.17% 4.61% 4.06% 3.50% 8.97%
American Electric Power $1.84 3.63% 3.60% 3.58% 3.56% 3.54% 3.52% 3.50% 8.78%
Cleco Corp. $1.00 6.25% 579% 533% 4.88% 442% 3.96% 3.50% 7.51%
DPL Inc. $1.21 7.50% 683% 617% 550% 483% 417% 3.50% 9.56%
IDACORP, Inc. $1.20 5.09% 482% 456% 429% 403% 3.76% 3.50% 7.24%
PG&E Corp. $1.82 6.15% 571% 527% 483% 438% 3.94% 3.50% 8.20%
Pinnacle West Capital $2.10 6.33% 585% 538% 491% 444% 397T% 3.50% 9.72%
Southermn Company $1.82 4.78% 4.57% 4.35% 4.14% 3.93% 371% 3.50% 8.87%
Westar Energy, Inc. $1.24 8.06% 7.30% 654% 578% 502% 4.26% 3.50% 10.14%
Xcel Energy $1.01 5.77% 5.39% - 501% 4.63% 426% 3.88% 3.50% 8.59%
8.76%

Sources: Column 1 = The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010.
Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14,
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Union Electric Company d/b/fa Ameren Missouri

File No. ER-2011-0028

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

(N

{2)

(3)

4

(3)

(6)

(7)

(8)

(9)

Annualized  Growth Growth Growth

Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity
Alliant Energy $1.58 6.84%  6.36% 5.89% 542% 4.95%  4.47% 4.00% 9.34%
American Electric Power $1.84 3.63% 369% 375% 381% 3.88% 3.94% 4.00% 9.15%
Cleco Corp. $1.00 6.25% 588% 550% 5.13% 475% 4.38% 4.00% 7.91%
DPL Inc. $1.21 7.50% 6.92% 633% 575% 517% 4.58% 4.00% 9.91%
IDACQORP, Inc. $1.20 509%  490% 472% 454% 436% 4.18% 4.00% 7 84%
PG&E Comp.” $1.82 8.15% 579% 543% 508% 4.72% 4.236% 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%
Southermn Company $1.82 4.78% 4.65% 452% 439% 426% 4.13% 4.00% 9.24%
Westar Energy, Inc. 3$1.24 8.06% 7.38% 6.71% 6.03% 535% 4.68% 4.00% 10.48%
Xcel Energy $1.01 577% 547% 518%  488% 459%  4.29% 4.00% 8.96%
9.13%

Sources: Celumn 1 = The Vazlue 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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Unlon Electric d/b/a Ameren Missouri
Fite No. ER-2011-0028

Central Reglon Electric Utility Proxy Group
EPS
10-Year Compound Growth Rate Averages (1968-1999)

Dayton " Detroit Okla. Gas & WPS Resources/  WI Energy/
P& L Edison/ . Kansas City Northern States Electric/f OGE Wisconsin Wl Electric
Years DPL DTE Empire IPALCO P&L Power Energy Corp. SJL&P Public Serv, Power Average
1968-70 to 1978-80 -1.74% 0.57% 0.24% 4.13% 1.77% 4.13% 1.18% 1.40% 6.23% . 6.32% 2.31%
1969-71 to 1970-81 -0.21% 0.05% -0.64% 4.30% 2.82% 4.02% 0.48% 1.66% 6.60% 6.79% 2.57%
1870-72 to 1980-82 0.98% -0.46% 0.41% 3.14% 3.24% 4.48% 1.88% 2.66% 6.41% 7.24% 3.00%
1871.73 (0 1981-83 2.72% 0.53% 2.64% 2.87% 4.83% 6.11% 2.80% 4.03% 6.92% 1.77% 4.13%
1972-74 i 1982-84 371% 1.48% 5.33% 4.89% 6.44% 7.64% 3.02% 5.65% 7.78% 8.25% 5.40%
1973.75 {0 1883-85 4.19% 3.60% 6.21% 591% 7.60% B.0B% 2.58% 6.94% B.54% 9.39% 6.20%
1874-76 to 1984-86 4.19% 4.41% 6.50% 5.86% 5.75% 8.03% 281% 7.89% 7.98% 9.60% 6.30%
1975-17 ko 1985-87 5.10% 4.69% 5.70% 4.19% 4.26% 7.58% 2.90% 8.10% 6.81% 9.18% 5.85%
1976-78 1o 198688 5.84% 4,28% 5.68% 5.40% 3.02% 7.24% 3.92% 7.95% 5.08% 8.86% 5.82%
197779 to 198789 6.16% 3.93% 5.49% 5.00% 4.12% 6.73% 522% B.40% 5.08% 8.96% 5.93%
1978-40 1o 1988-90 561% 4,41% 5.52% 5.11% 3.09% 6.07% 6.65% 8.20% 4.35% 2.08% 5.81%
1979-41 1o 1989-91 3.75% 5.35% 6.06% 4.67% 1.90% 5.45% 6.56% 7.68% 3.70% B.O7% 5.32%
1986-82 to 1990-82 2.46% 6.83% 4.65% 4.43% 0.31% 3.15% 3.63% 5.76% 3.91% 6.16% 4.13%
1981-83 to 188183 1.00% 6.06% 2.56% 3.11% -1.01% 1.58% 1.58% 3.37% 3.45% 4.33% 2.60%
1982-84 to 1992-94 1.31% 4.75% -0.16% 1.44% -2.03% 0.83% 0.71% 2.88% 2.19% 2.64% 1.46%
198345 to 1993-05 1.36% 297% -1.18% 1.78% -2.21% 1.85% 1.81% 2.46% 1.03% 2.58% 1.24%
1984-86 to 1994-96 1.71% 1.78% -1.39% 3.31% -1.08% 2.26% 2.15% 2.56% 0.20% 2.27% 1.38%
1985-87 to 196587 1.65% 0.64% ~1.47% 4.22% 0.35% 1.90% 2.19% 1.90% 0.12% -0.46% 1.10%
1886-88 lo 1996-08 2.28% 0.57% -0.92% 4.59% 1.57% 1.50% 2.11% 1.34% -0.86% -2.24% 0.99%
1987.60 {p 1907-99 2.62% 1.08% ) -0.46% 5.06% 0.15% 0.40% 2.36% 0.49% -D.38% -3.07% 0.83%

Avarage 2.73% 2.82% 2.64% 4.17% 2.23% 4.45% 2.83% 4.57% 4.30% 5.59% 3.62%

Schedule 13-1
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Union Electric d/b/a Ameren Missouri
File No. ER-2011-0028

Central Region Eleciric Utility Proxy Group
DPS
10-Year Compound Growth Rate Averages (1968-1999)

Okla. Gas & WPS
Dayton Detroit Northern Electric/ Resources/ WI Energy/
P&L/ Edison/ Kansas City States OGE Energy Wisconsin  W! Electric
Years DPL DTE Empire IPALCO P&L Power Corp. SJLEP Public Serv. Power Average
1668-70 to 1978-80 0.90% 1.17% 2.45% 3.52% 3.34% 3.37% 3.79% 1.89% 4.36% 5.46% 3.03%
108971 to 1979-81 0.87% 1.43% 2.17% 4.15% 3.03% 3.76% 3.52% 1.89% 4.69% 5.70% 3.12%
1970-72 to 1980-82 1.04% 1.59% 1.90% 4.69% 3.17% 4.02% 3.32% 2.01% 5.13% 5.08% 3.28%
197173 1o 1981-83 1.41% 1.64% 1.98% 4.92% 3.56% 4.39% 3.35% 2.28% 5.64% 6.23% 3.54%
1972-74 to 1082-84 1.70% 1.60% 2.32% 4,95% 4.13% 4.88% 3.49% 2.82% 6.18% . 6.37% 3.84%
1973-75 to 1983-85 1.89% 1.48% 2.86% 5.03% 4.45% 5.60% 3.62% 3.50% 8.72% 6.52% 417%
1974-76 to 1984-86 1.89% 1.48% 3.31% 519% 4.12% 6.31% 3.75% 4.32% 7.18% 6.78% 4.43%
1875-77 to 18685-87 2.01% 1.44% 377% 5.73% 3.40% 6.78% 3.91% 4.97% 7.38% 7.08% 4.65%
1976-78 1p 1086-88 2.26% 1.28% 4.14% 5.65% 2.96% 6.95% 4.04% 5.36% 7.30% 7.34% 4.713%
1977-79 to 1887-89 2 56% 0.94% 4.50% 5.40% 3.16% 6.96% 4.14% 572% 7.00% 7.51% 4.80%
1978-80 to 1988-90 2.83% 0.86% 4.81% 4.96% 3.58% 6.86% 4.27% 6.10% 6.86% 7.65% 4.86%
1678-81 to 1989-91 2.92% 0.99% - 5,08% 4.80% 3.77% 6.72% 4.33% 6.53% 6.26% 7.68% 4.91%
1680-82 to 195092 2.83% 1.38% 527% 4.53% 3.78% 6.54% 4.30% 6.63% 5.83% 7.59% 4.87%
1981-83 to 1691-93 2.59% 1.70% 5.18% 4.24% 3.47% 6.22% 4.02% 6.49% 5.30% 7.29% 4.65%
1982-84 to 1092-94 2.59% 1.93% 4.80% 3.96% 3.02% 5.75% 3.64% 6.03% 4.65% 6.89% 4.33%
1983-85 to 1993-65 2.89% 2.06% 4.22% 3.75% 2.72% 5.14% 3.21% 5.50% 3.88% 6.44% « 3.98%
1984-85 to 1994-96 341% 2.06% 3.58% 3.69% 3.14% 4.49% 277% 4.90% 3.15% 6.00% 3.72%
1985-87 to 1965-97 3.79% 2.06% 2.92% 1.92% 3.74% 3.91% 2.33% 4.42% 2.63% 5.54% 3.33%
1986-88 1o 1996-88 3.95% 2.06% 2.30% 0.76% 3.99% 3.46% 1.87% 3.92% 2.39% 5.00% 2.97%
1087-88 to 1997-98 3.81% 2.06% 1.74% 0.41% 3.52% 3.11% 1.42% 337% 2.31% 4.36% 2.63%
Average 2.41% 1.56% 3.46% 4.08% 3.50% 5.26% 3.46% 4.43% 5.23% 6.47% 3.99%
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Union Electric d/h/a Ameren Nlissouri
File No. ER-2011-0028

Central Region Electric WMility Proxy Group
BVPS
10-Year Compound Growth Rate Averages (1968-1999})

Okla. Gas & WPS
Dayton Detroit Northern Electric/ Resources/ WI Energy/
Pa&L/ Edison/ Kansas City States  OGE Energy Wisconsin Wl Electric
Years DPL DTE Empire IPALCO P&L Power Corp. SJL&P Public Serv. Power Average
1968-70t0 1978-80  1.40% 0.04% 2.37% 5.21% 1.88% 4.34% . 5.76% 1.28% 4.13% 4.03% 3.05%
1969-7110 157981  0.84% -0.35% 1.93% 4.93% 1.51% 4.19% 4.58% 1.15% 4.37% 3.71% 2.69%
1970-72to 1980-82  0.28% -0.88% 1.63% 4.43% 1.19% 4.15% 3.83% 1.13% 4.50% 3.84% 2.41%
1971-7310 1981-83  0.16% -1.30% 158%  3.84% 1.20% 4.31% 3.00% 1.31% 4.57% 4.09% 2.27%
197274 t0 1982-84  0.27% -1.51% 1.89% 3.77% 1.35% 4.72% 2.66% 1.65% 4.89% 4.48% 2.42%
1973-7510 198385  0.25% 1.27% 2.32% 3.99% 1.88% 5.18% 2.33% 2.36% 5.27% 5.02% 2.73%
1974-76 10 1984-86  0.30% -0.77% 2.82% 4.47% 2.26% 5.56% 2.43% 3.27% 5.56% 552% 3.14%
1975-77 to 1985-87  0.27% -0.18% 3.17% 483% 2.54% 5.73% 2.33% 4.20% 5.57% 5.86% 3.41%
1975-78t0 1986-88  (0.66% -0.61% 351% 4.82% 2.32% 5.80% 2.33% 4.89% 5.42% 6.11% 3.53%
1977-7010 1987-88  1.13% -1.05% 3.79% 4.77% 2.28% 5.80% 2.30% 5.41% 5.16% 5,38% 3.60%
1978-80 to 1968-90  1.80% -1.34% 417% 4.79% 2.28% 5.74% 2.57% 569% 4.77% 6.69% 3.72%
1679-81 to 1980-91  2.31% -0.30% 4.69% 4.84% 2.44% 5.65% 2.92% 5.82% 427% 6.91% 3.95%
1980-82 10 1990-02  2.29% 0.97% 4.88% 4.92% 2.41% 5.43% 2.96% 5.72% 3.96% 6.94% 4.05%
1981-83 10 1991-93  1.97% 2.03% 4 82% 4.84% 2.10% 5.14% 2.75% 5.41% 3.75% 6.74% 3.95%
1982-84 10 1992-904  1.84% 2.72% 4.36% 4.50% 1.71% 4.77% 2.37% 5.01% A57% 6.33% 3.72%
1983-85 to 1993-65  2.33% 2.95% 3.83% 4.15% 1.17% 4.46% 2.16% 4.60% 3.29% 5.91% 3.48%
1934-88 o 1994-96  2.78% 2.82% 3.34% 3.73% 0.78% 421% 1.91% 4.27% 2.99% 5.48% 3.23%
1085-87 to 1995-97  3.14% 2.52% 2.92% 2.52% 0.41% 4.01% 1.85% 3.99% 277% 481% 2.89%
1086-88 10 1986-68  3.26% 3.25% 2.56% 1.45% 0.50% g% | 1.86% 3.75% 2.43% 3.99% 2.69%
1987-89 to 1997-98  3.42% 4.16% 2.20% 1.19% 0.42% 3.56% 2.04% 3.47% 2.20% 3.17% 2.58%
Average 1.54% 0.60% 3.13% 4.09% 1.63% 4.83% 2.75% 3.72% 4.17% 5.30% 3.18%
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Union Electric d/ib/a Ameren Missouri
File No. ER-2011-0028

Central Region Electric Utility Proxy Group
' DPS, EPS, BVPS & GDP
10-Year Compound Growth Rate Averages (1968-1999)

DPS . EPS 8VPS GDP

10 yr compound 10 yr compound 10 yr compound 10 yr compound
Years growth rate avgs Years growth rate avgs Years _growth rate avgs Years growth rate avgs_
1968-70 to 1878-80 3.03% 1968-70 fo 1978-80 2.31% 1968-70 lo 1978-80 3.05% 1968-70 to 1978-80 10.05%
1969-71 to 1979-81 3.12% 1969-71 1o 1979-81 2.57% 1969-71 to 1979-81 2.69% 1969-71 to 1979-81 10.41%
1970-72 to 1980-82 3.28% 1970-72 to 1980-82 3.00% 1970-72 to 1980-82 2.481% 1970-72 to 1980-82 10.42%
1971-73 to 1981-83 3.54% 1971-73 to 1981-83 4.13% 1971-73 to 1981-83 2.27% 1971-73 to 1981-83 10.22%
1972-74 to 1982-84 3.84% 1972-74 to 1982-84 5.40% 1672-74 to 1982-84 2.42% 1972-74 to 1982-84 10.03%
1973-75 to 1983-85 4.17% 1973-75 to 1983-85 © B.30% 1873-75.10 1983-85 2.73% 1973-75 to 1983-85 9.96%
1974-76 to 1984-86 4.43% 1974-76 to 1984-86 6.30% 1874-76 to 1984-86 3.14% 1974-76 to 1984-86 9.77%
1975-77 to 1985-87 4.65% 1975-77 lo 1985-87 5.85% 1975-77 to 1985-87 3.41% 1975-77 o 1985-87 9.34%
1976-78 to 1986-88 4.73% 1976-76 lo 1986-88 5.82% 1976-78 to 1986-88 3.53% 1976-78 to 1986-88 8.80%
1877-79 to 1987-89 4.80% 1977-79 to 1987-89 5.93% 1877-79 to 1987-89 3.60% 1977-79 to 1987-89 8.32%
1978-80 to 1988-90 4.86% 1978-80 to 1988-90 5.81% 1978-80 to 1988-90 3.72% 1978-80 to 1988-90 7.92%
1979-81 to 1889-91 4.91% 1579-81 to 1989-91 5.32% 1979-81 to 1989-91 3.95% 1976-81 to 1989-91 7.38%
1880-82 to 1990-92 4.87% 1980-82 to 1990-92 4.13% 1980-82 {o 1990-92 4.05% 1980-82 to 1990-92 7.06%
1981-83 to 1991-93 4.65% 1981-83 to 1991-93 2.60% 1981-83 o 1991-93 3.95% 1981-83 to 1991-93 6.72%
1982-84 to 1992-94 4.33% 1982-84 to 1992-94 1.46% 1982-84 to 1992-94 3.72% 1982-84 to 1992-94 6.49%
1983-85 to 1993-95 3.98% 1983-85 fo 1993-95 1.24% 1983-85 to 1993-95 3.48% 1983-85 to 1993-95 8.12%
1584-86 to 1994-96 3.72% 1984-86 to 1994-96 1.38% 1984-86 to 1994-56 3.23% 1984-86 to 1994-96 5.89%
1985-87 to 1995-97 3.33% 1985-87 to 1995-97 1.10% 1885-87 to 1995-97 2.89% 1985-87 to 1995-97 5.81%
1986-88 to 1996-98 2.97% 1986-88 to 1996-98 0.99% 1986-88 {o 1996-98 2.69% 1986-88 to 1996-98 5.73%
1987-89 to 1997-09 2.53% 1987-89 to 1997-99 0.83% 1987-89 {o 1997-99 2.58% 1987-89 to 1997-99 §.63%
Average . 3.98% Average 3.62% Average 3.18% Average 8.10%
Average of 10-year Rolling Averages EPS, DPS and BVPS 3.50%

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

Schedute 13-4

¥ - £l IINA3HOS



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

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

Electric Utility
DPs, EPS, BVPS & GDP

DPS EPS BVPS GDP
10 yr compoung 10 yr compound 10 yr compeund 10 yr compound
Years growth rate avgs Years growth rate avgs Years growth rate avys Years growth rate avgs
1947-48 to 1957-59 4.58% 184749 to 1957-59 4.92% 1947-49 to 1957-5% 3.10% 1947-49 to 1957-59 6.28%
1848-50 to 1958-60 4.49% 1848-50 to 1958-60 4.91% 1948-50 to 1958-60 3.30% 1948-50 fo 1958-80 6.10%
1848-51 to 1858-60 4.33% 1949-51 to 1959-60 5.00% 1949-51 10 1959-60 3.39% 1949-51 to 1959-60 577%
1950-52 to 1960-62 4.31% 1950-52 to 1960-62 5.35% 1950-52 1o 1960-62 3.48% 1950—52- to 1960-62 527%
1951-53 to 1961-63 4.43% 1951-53 to 1961-63 5.76% 1951-53 to 1961-63 3.79% 1951-33 1o 196163 4.96%
1952-54 to 1962-64 4.74% 1852-54 to 1962-64 5.99% 1952-54 to 1962-64 4.22% 1952-54 to 1962-64 5.26%
1953-55 to 1963-65 5.16% 1853-55 10 1963-65 6.09% 1953-55 10 1963-65 | 4.53% 196355 to 1963-65 5.47%
1954-56 to 1964-66 5.52% 1954-56 ta 1964-66 6.26% 1954-58 to 1964-65 4.65% 1954-56 10 1964-66 5.82%
1855-57 to 1965-67 5.87% 1§55-57 to 1965-67 6.50% 1955-57 to 1965-67 4.65% 1955-57 to 196567 5.94%
1956-58 to 1966-68 5.97% 1956-58 to 1966-68 6.57% 1956-58 to 1966-63 4.69% 1986-58 to 1966-68 6.36%
1957-5% to 1987-69 5.96% 1957-58 to 1967-69 6.50% 1957-59 to 1967-69 4.73% 1957-59 to 1967-69 €.63%
1858-60 {0 1968-70 5.89% 1958-60 to 1968-70 6.06% 1958-60 {0 1968-70 4.88% 1958-60 to 1968-70 6.93%
1955-81 fo 1969-71 5.68% 1959-61 to 1968871 5.60% 1959-61 fo 1965-71 4.97% 1959-61 to 1968-71 7.16%
1860-62 to 1870-72 5.42% 1960-62 to 1970-72 5.27% 1960-62 to 1970-72 5.14% 1960-62 to 1970-72 7.46%
1961-63 ta 1971-73 5.00% 1961-63 to 1971-73 4.95% 1961-63 to 1871-73 5.05% 1961-83 to 1971-73 7.92%
1962-64 to 1972-74 4.35% 1962-64 10 1972-74 4.41% 1962-64 to 1972-74 4.92% 1962-64 10 1972-74 8.24%
1963-65 to 1973-75 3.50% 1963-65 to 1973-75 % 1663-65 to 197375 4.83% 1963-65 to 1973-75 8.49%
1964-66 10 1974-76 2.77% 1964-66 to 1974-76 3.02% 1964-66 to 1974-76 4.92% 1964-66 to 1974-76 8.62%
1965-67 to 187577 2.46% 1965-87 t0 1975-77 2.90% 1965-67 to 1975-77 5.00% 1965-67 0 1975-77 8.91%
1966-68 to 1976-78 2.47% 1566-68 to 1976-78 2.63% 1966-68 to 1976-78 4.83% 1966-68 to 1976-78 9.29%
1967-89 to 1977-79 2.71% 1967-69 to 1977-79 2.71% 1967-69 to 1977-79 4.63% 1967-69 to 1977-79 9.71%
1968-70 to 1978-80 3.03% 1968-70 to 1978-80 2.49% 1968-70 to 1978-80 4.40% 1968-70 to 1978-80 10.05%
1968-71 to 1979-81 3.46% 1969-71 to 1679-81 2.88% 1969-71 to 1979-81 4.16% 1969-71 to 1979-81 10.41%
1970-72 to 1980-82 3.89% 1970-72 to 1980-82 3.19% 1970-72 to 1980-82 3.78% 1870-72 to 1980-82 10.42%
1971-73 to 1981-83 4.29% 1971-73 to 1981-83 3.69% 1971-73 to 1981-83 3.49% 1971-73 t0 1981-83 10.22%
1672-74 to 1982-84 4.82% 1972-74 to 1682-84 4.36% 1972-74 to 1982-84 3.37% 1972-74 t5 198284 10.03%
1973-75 to 1983-85 527% 1973-75 to 1983-85 4.80% 1973-75 to 1983-85 317% 1973-75 o 1983-85 8.96%
1974-76 to 1984-86 5.57% 1974-76 to 1984-86 5.15% 1974-76 to 1984-86 3.01% 1974-76 to 1984-86 9.77%
1975-77 1o 1985-87 5.43% 1975-77 to 1985-87 4.45% 1975-77 to 1985-87 2.81% 197577 to 1985-87 9.34%
1978-78 to 1966-88 4.98% 1976-78 to 1986-88 3.44% 1976-78 to 1986-88 2.M% 1976-78 to 1986-88 8.80%
1977-79 to 1967-89 4.32% 1977-79 to 1987-89 1.78% 1977-79 to 1987-89 2.36% 1977-79 to 1987-89 8.32%
1978-80 to 1988-90 3.59% 1978-80 to 1988-90 0.82% 1978-80 to 1988-90 1.88% 1978-80 to 1988-80 7.92%
1878-81 to 1989-91 2.99% 1979-81 to 1969-91 0.34% 1979-81 to 19858-91 1.82% 1979-81 10 1985-91 7.38%
1980-82 to 1990-92 2.46% 1980-82 to 1990-82 0.16% 1980-82 to 1980-82 1.93% 1980-82 to 1990-92 7.06%
1981-83 to 1991-83 1.93% 1981-83 to 1991-83 -0.50% 1981-83 to 1991-93 2.43% 1981-83 to 1991-93 6.72%
1982-34 to 1992-94 1.37% 1982-84 to 1992-94 -1.81% 1982-84 to 1992-94 2.90% 1982-84 to 1952-94 6.49%
1983-85 to 1993-85 0.87% 1983-85 to 1993-95 =1.71% 1983-85 to 1993-95 2.62% 1883-85 to 1993-85 6.12%
1984-86 to 1994-98 0.49% 1984-86 to 19é4-96 “1.51% 1984-86 to 1994-95 2.25% 1984-86 to 1994-96 5.89%
1985-87 to 1995-97 2.19% 1885-87 to 199597 -1.51% 1985-87 to 1985-97 1.78% 1985-87 to 1995-87 5.81%
1986-88 to 1996-98 -0.35% 1986-38 to 1996-98 -2.94% 1986-88 to 1996-98 1.58% 1986-88 to 1996-98 5.73%
- 1987-89 to 1997-99 -0.70% 1987-89 to 1997-59 «2.50% 1987-89 to 1987-99 2.51% 1987-83 to 1997-99 5.63%
Average 374% Average 3.18% Average 3.63% Average 7.53%
Average of 10-year Rolling Averages EPS, DPS and BYPS 3.52%
Source: 2003 Mergant Public Uity and Transportation Manual
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Capital Asset Pricing Mcdel (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
Company Name Rate Beta (1926-2009) (1826-2009) {1926-2009) {1926-2009)
Aliiant Energy 4.16% 0.70 6.00% 4.40% 8.36% 7.24%
American Electric Power 4.16% 0.70 6.00% 4.40% B.36% 7.24%
Cleco Corp. 4.16% 0.85 6.00% 4.40% 8.06% 7.02%
DPL inc. 4.16% 060 6.00% 4.40% 7.76% 6.80%
IDACORP, Inc. 4.16% 0.70 6.00% 4.40% 8.36% 7.24%
PG&E Comp. 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 LL.S. Treasury Band yield for October, November and
December 2010 which was obtained from the St. Louis Federal Reserve website at hitp://research.sticuisfed.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 retum 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 retumn from holding the entire market portfolio less the expected return from heiding

a risk free investment. The appropriate Market Risk Premium for the perfod 1926 - 2009 was determined to be 4.4% based on a
gecmetric average as calculated in Ibbotson Associates, Inc.'s Stocks, Bonds, Bills, and Inflation: 2010 Yearbook.

Celumn 5 = {Column 1 + (Column 2 * Calumn 3)).

Celumn € = (Colurmn 1 + {Celumn 2 * Column 4)).
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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 Retum of. Ameren Missouri

Percentage Embedded
Capital Component of Capital Cost 8.25% 8.75% 9.25%
Comron Stock Equity 50.92% — 4.20% 4.46% 4.71%
Preferred Stock 1.49% 5.189% " 0.08% 0.08% 0.08%
Long-Termn Debt 47.59% 5.944% 2.83% _ 2.83% 2.83%
Total 100.00% 7.11% 7.36% 7.62%
Notes:

See Schedule 5 for the Capital Structure Ratios.

Embedded Cost of Long-Term Debt and Embedded Cost of Preferred Stack Provided in Schedule MGO-E1 of Michael G. O'Bryan's Direct Testimony.
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The Federal Reserve, ac-
knowledging a slow recovery
and stubbornly high unemploy-
ment, decided Wednesday to
proceed with its plans to buy as
much as $600 billion in long-
terin Treaswy bonds as it awalts
a stronger pickup in growth,

The decision was unanimons,
marking the first meeting of the
policy-making Federal Open
Market Comumittee without a
dissenting vote since Deceriber
2009

Despite Increasingly optimis-
tic assessments of the economy
from private-sector forecasters,
thie Fed offered a lukewarm out-
lock. In‘a statement after its
two-day meeting, the conmumittee
said “the economic recovery is
continuing, though at a rate that

has been insufficient to bring -

about a significant improvement
in labor market conditions.”
Fed officials acknowledged
the recent rise in commodity
prices, which have spurred in-
creasing inflation worries from

central bankers sround the-

world, but largely shrugged

them off. While commodity.

prices “have risen* they said,
“longer-term inflation expecta-
tions have remaained stable” and
underlying inflation—excluding
volatile food and energy
prices—has been “trending
dovwmward.* i
Barring a surprise shift in the

ecgnomy—an  Wnantictpated
burst of inflation or a significant
speed-up or slowdown in eco-
nomic growth—the Fed is likely
to stay the course with the bond
purchases through June, So far,
it has purchased about a thivd of
the $600 billion target.-In the
spring, the commities will have
10 decide what to do next.-

The Fad has been holding
short-term interest rates near
zero since December 2008, and

While commodity prices
have risen, said Federal
Reserve policy makers,
‘longer-term inflation
expectations have
remained stable’

relterated Wednesday that it ex-
pects to keep then there for "an
extended peried” The central
bank embarked on a new round
of bond-buying in November, as
inflation sat well below its infor-
mal 2% target—the Fed’s defini-
tion of “price stability”~—and un-
employment stood above any
definition of *miaxinium employ-
ment,” the other half of its man-
date. The Fed’s aim was to push
interest rates on longer-term
Treasurys lowey than they would
otherwise be and prod investors
to put money in other assets,

such as stocks.

Some Fed officials want to
continue the bond purchases be-
yond June if underlying inflation
remains extremely low. A slow-
down in growth later this year,
below the 3% rate that marks
longer-run  expansion in the
economy, also conld reignite de-
flation fears and spur officlals to
extend the bond purchases,

Still, other Fed officials ex-
petct growth and job creation to
accelerate in coming months, A
tax-cut deal by the White House
and Congress in December,
which reduces payroll taxes for
all workers this year, is expected
to hoost growth by pntting ntore
money in consumers’ pockets,

" Economic forecasters geneyally

expect the economy to expand at
a pace of around 3.5% to 4% this
year. A pickup In growth heading
into June could spur pressure
from the more-optimistic Fed of-
ficials to move toward ending
the uitra-loose monetary policy
of the past two years.

The most likely course, said
Michael Feroli, chief U.5. econo-
mist at J.P. Morgan Chase, is

that “they’ll stop once they fin- ~

ish the $600 billion. 1 don't
think a lot happens after that.
Then gradually you're going to
start talling about exit and baby
steps toward the exit.”
investors beiieve the Fed wilt

start raising rates in early 2012,

according to futures markets,
carlier than some Fed officlals

ps Buying Bonds

say they expect to do s0. Most
central-bank policy makers ex-
pect the jobless rate, at 9.4% in
December, to stay above 9% into
late this year and put downward
Pressure on prices across the
us. . .
Top Fed officlals credit the
bond-buying program with re-
ducing deflation risks and easing
worries 1.5, growth may slow
again in coming menths. The
move helped push investors out
of safe Treaswry securities and
into riskier assets such as stocks
and corporate bonds. The bow
Jones Bulustrial Average erossed
the 12000 mark Wednesday for
the first time. since July 2008,
putting it up about 20% since
the end of August—when Chair-
man Ben Bernanke first hinted

at new Fed action—and 7% since {.

the Fed's announcement in early
November.

In Wednesday’s vote, all four
regional Fed bank presidents
who rotated onto the voting
membership of the FOMC sided
with Mr, Bernanke, including
two who last year expressed
doubts about the bond pur-
chases, Richard Fisher of Dallas
and Charles Plosser of Philadel-
phia. Last year, Kansas City Fed
President Thomas Hoenig. who
is no longer & voter and plans to
retire this yeay, dissented at alt
eight meetings, preferring that
the Fed stop loosening policy
and start the process of normal-
izing interest rates.
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m EDISON ELECTRIC
INSTITUTE

About EEI

The Edison Electdc Instte is the association of U.S. shareholder-
owned electtic companies. Qur members serve 95% of the ultimate
customess in the shareholder-owned segment of the industry, and
represent approximately 70% of the U.S. electric power industry.
We also have 79 internadonal electtc companies as Affiliate mem-
bers and more than 190 industry suppliers and related organiza-
tons as Associate members.

Abgut EEI's Quarterly Financial Updates

EEI's quarterly financial updates present industry trend analyses
and financial data covering 62 1.8, shareholder-owned electde
utility companies. These 62 companies include 57 electric utility
holding companies whose stocks are traded on major US. stock
exchanges and eleven electnc utilides who are subsidiaries of non-
utility or foreign companies. Financial updates are published for
the following topics:

Dividends Rate Case Summary

Stock Performance SEC Financial Statements (Holding Companies)
Credit Ratings FERC Financial Statements {Regulated Utilities)
Construction Fuel

For £EEl Member Companies

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

Investor relations studies and presentations
Internal company presentations
Performance benchmarking

Peer group analyses -

Annual and quarterly reports to sharehoiders

Edison Electrie Institute

701 Pennsylvania Avenue, N.W,
Washington, D.C. 20004-2696
202-508-5000

WWW.E81.078

We Welcome Your Feedback

EFEI is interested in ensudng that our financial publications and
industry dara sets best address the needs of member companies
and the financial communiry. We welcome your comments,
suggestions and inquiries.

Contact:

Mark Agnew

Director, Financial Analysis

(203) 508-5049, magnew({@eei.org

Aaron Trent
Manager, Financial Analysis
{202) 508-5526, atrent{@eei.org

Enn Hailes
Financial Assistant
(202) 508-5419, ehailes@eei.org

Future EEl Finance Meetings

EEI International Utlity Conference
March 13-15, 2011

London Hilton on Park Lane
London, United Kingdom

For more information about EEI Finance Meedngs,

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 ITC Holdings, are not
shown below because they do not serve a regulated distribution territory. However, their financial information is included in relevant EE! data
sets, such as transmission-related construction spending.

Allegheny Energy, Inc. (AYE)
ALLETE, Inc. (ALE)

Alant Energy Corporation (LNT)
Ameren Corporation (AEE)

American Electric Power Company, Inc.

(AEPD)

Avista Corporation (AVA}

Black Hills Corporation (BKH)

CenterPoint Energy, Inc. (CNFP)

Central Vermont Public Service
Corporation (CV)

CH Energy Group, Inc. (CHG)

Cleco Corporation (CNL)

CMS Energy Corporation (CMS)

Consolidated Edison, Inc. (ED)

Constellation Energy Group, Inc. (CEG)

Dominion Resources, Inc. (D)

DPL, Inc. (DPL})

DTE Energy Company (DTE)

Duke Energy Corporation (DUK)

Edison International (EIX)

El Paso Electric Company (EE)

Empire District Electric Company (EDE)

Energy East Corporaiion

Erergy Frture Holdings Corp. (formerly TXU
Corp.)

Entergy Corporation (ETR)

Exelon Corporation (EXC)

FirstEnergy Corp. (FE)

Great Plains Energy Incorporated (GXP)

Hawaiiar: Electric Industries, Inc. (HE)

IDACORP, Inc. IDA)

Integrys Energy Group, Inc. (TEG)

IP4LCO Enzerprises, Ine.

MDU Resources Group, Inc. (MDU)

MGE Energy, Inc. MGEE)

MidAmerican Energy Holdings Company

NextEra Energy, Inc. INEE)

NiSource Inc. (NI)

Northeast Utliges (N1)

NorthWestern Corporatdon (NWE)

NSTAR (NST)

NV Energy, Inc. (NVE)

OGE Energy Corp. (OGE)

Otter Tail Corporaton (OTTR)

Pepco Holdings, Inc. (POM)

PG&E Corporation (PCG)

Pinnacle West Capital Corporation (PNW)

PNM Resoutces, Inc. (PINM)

Portland General Electdc Company
(POR)

PPL Corporation (PPL)

Progress Energy (PGN}

Public Service Enterprise Group Inc.

(PEG)
Pager Eneryy, Inc.

SCANA Corporation (SCG)

Sempra Energy (SRE)

Southern Company (50)

TECO Energy, Inc. (TE)

UIL Holdings Corporation (UIL)
UniSource Energy Corporaton (UNS)
Unitil Corporation (UTL)

Vectren Corporaton (VV()

Westar Energy, Inc. (WR)

Wisconsin Energy Corporation (WEC)
Kcel Energy, Inc. (XEL)
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Companies Listed by Category

(as of 12/31/09)

Please refer to the Quarterly Financial Updates webpage for previous years' lists,

Given the diversity of utility holding company corporate
stralegies, No single company categorization approach will be
useful for all EEI members and utility industry analysts. Never-the-
less, we believe the following classification provides an informative
framework for tracking financial trends and the capital markets’
response 0 business strategies as companies depart from the tradi-
tional regulated utlity model.

Regulated 8C0%+ of total assets are regulated
Mostly Regulated 50% to 80% of totai assets are regulated
Diversified Less than S0% of total assets are regulated

Categorization of the 58 publicly traded utility kolding compa-
ades 1s based on year-end business segmentation data presented in
10K, supplemnented by discussions with company IR departments.
Categorization of the five non-publicly traded companies {sbown in
ftalics) is based on estimates derived from FERC Form 1 data and
information provided by parent company IR departments.

The EEI Finance and Accounting Division continues to
evaluate our approach to company categonzation and business
segmentation. In addition, we can produce customized categoriza-
tion and peer group aaalyses in response to member company
requests. We welcome comments, suggestons and feedback from

Regulated (38 of 63)
ATIFETE, Inc.

Alliant Energy Corporation
Ameren Corporation

American Electric Power Company, Inc.

Awista Corporation

Central Vermont Pubiic Service
Corporation

CH Energy Group, Inc.

Cleco Corporation

CMS Energy Corporation
Consolidated Edison, Inc.

DPL, Inec.

DTE Energy Company

El Paso Electric Company
Empire District Electric Company
Eunergy Easz Corporation

Great Plains Energy Incorporated
IDACORP, Inc.

IPALCO Eanterprises, Inc.

Maine & Maritimes Corporation
Northeast Utilites

NorthWestern Energy

NSTAR

NV Energy, Inc.

EEI member companies and the financial community.

PG&E Corporation

Pinnacle West Capital Corporation
PNM Resoutrces, Inc.

Portland General Electnic Company
Progress Enerpy

Puget Energy, Inc.

Scuthern Comparny

TECOQO Energy, Inc.

UIL Holdings Corporation
UniSource Energy Corporation
Unitil Corporation

Vectren Corporation

Westar Energy, Inc.

Wisconsin Energy Cotporation
Xcel Energy, Inc.

Mostly Regulated {2C of 63)
Allegheny Energy, Inc.
Black Hills Corporation
CenterPoint Energy, Inc.
Dominion Resources, Inc.
Duke Epergy Corporation
Edison International
Entergy Corporation
Exelon Corporation

First Energy Corp.

Integrys Energy Group
MGE Energy, Inc.
MidAnserican Energy Holdings
NextEra Energy, Inc.
NiSource Inc.

OGE Energy Corp.

Otrer Tail Corperation
Pepco Holdings, Inc.
Public Service Enterprise Group, Inc.
SCANA Corporation
Sempra Energy

Diversified (5 of 63)
Constellation Energy Group, Inc.
Energy Future Holdings

Hawaiian Electric Industries, Inc.
MDU Resoutces Group, Inc.
PPL Corporation

Note: Based on assets at 12/31/09
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Q4 2010

Stock Performance

HIGHLIGHTS

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

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

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

W Many regulated utllities are engaged in capital spending
programs that should help ddve sclid mid- to high-single
-digit eatnings growth over the next several years, which
will augment the group’s strong dividend yield.

COMMENTARY

'The EEI Index produced a 1.3% return in the fourth quarter
of 2010, significantly trailing the Dow Jones Industrials’
8.0% rerurn, the S&P 500°s 10.7% return and the Nasdaq
Composite’s 12.0% gain. During the quarter, the broad mar-
ket sustained the rally that began in July on signs that the
U.S. economy would avoid a dip back into recession and that
Europe’s political leaders would find a way to defuse the
sovereign debt crisis affecung 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

I. Index Comparison (% Return)

Index 2004 2005 2006 2007 2008 2008 2010
EE! Index 228 160 208 166 259 107 7.0
Dow Jones Inds, 5.3 17 191 89 -319 227 1441
S&P 500 108 49 158 55 -37.0 265 15.1
Nasdaqg Comp.” 8.6 1.4 9.8 9.8 405 433 169

galendar year returns shown for all periods.
Price gain/loss only. Cther indices show total return.

Full year, except where noted.
Source: EE! Finance Department

if. Category Comparison (% Return)
U.S. Shareholder-Owned Electric Utilities

[ndex 2004 2005 2006 2007 2008 2009 2010
All Companies 18.9 99 225 9.8 209 141 1195
Regulated 14.4 2.7 228 7.8 -15.6 142 158
Mostly Regulated 164 129 224 9.9 -27.0 156 8.5
Diversified 367 247 222 185 -338 81 52

Calendar year returns shown for all periods,

Returns shown here are unweighted averages of constituent company returns. The EEI
(ndex retum shawn in Table | above is cap-weighted.
Source: EEl Finance Department, SNL Financial and company annual reports.

Il Total Return Comparison '

Value of $100 invested at close on 12/31/2005
E S&P 500 Index

M EEf Index B DA

2006 2007

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

2008 2008 2010

EE1 Q4 2010 Financial Update
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2 STOCK PERFORMANCE

. IV. 10-Year Treasury Yield - Mon;h(y ]
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. V. 10-Year Treasury Yield — Daily
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. VI. Natural Gas Spat Prices

$/mmBTU 1/1/05 through 12/31/10, Henry Hub
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. VII. NYMEX Natural Gas Futures

Feb 2011 through December 20186, Henry Hub
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EET Q4 2010 Financial Update

: VIil. Returns by Quarter ’

2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 2010

Index QL Q2 Q@3 @+ 0f Q2 03 04 QL Q2 Q3 04
EEl Index -104 71-143 -98-11.0 91 55 80 25 -37 126 13
powlones 70 69 A7-184-125 120 158 81 48 94 111 80
S&P 500 -95 -27 -B4-219-11.0 159 156 60 54-114 11.3 107
Py 141 06 92-243 31 200 157 69 57-120 123 120

“Price gatn/loss only. Other indices show total retum.
Seyrce: EE} Finance Department

2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 201D

Catogory* Q1L Q2 Q3 Q4 Q1 Q2 Q3 Q4 QL Q2 Q3 Q4
Al Gompanies -12.4 61 62 93126 98 90 90 03 37 121 33
Regiated 438 A48 03 53115 75 96 95 13 27 120 48
Regimed 104 87-13.9-140-119 113 89 83 08 52 137 15

Diversitied -116 €.7-155-17.0-228 228 56 80 -26 7.1 51 02

* Retums shown here are unweighted averages of constitueni company returns. The EEI Index
return shown abave is cap-weighted,

Source: EEI Finance Department. SNL Financiaf and company annual reports.

IX_Sector Comparison, Trailing 12 moa. Total Return

For the tweive-manth period ending 12/31/10

Sector Total Return
Basic Materials 31.7%
Industrials 26.0%
Consumer Services 23.7%
0il & Gas 19.7%
Consumer Goods 19.5%
Telecommunications 17.7%
Aggregate Index 16.6%
Financials 12.7%
Technology 12.6%
Utilities 7.8%
EEl Index 7.0%
Healthcare 4.5%

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

X. Sector Comparisan, Q4 2010 Total Return

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

Sector Total Return
Oil & Gas 21.1%
Basic Materials 20.5%
Industrials 13.7%
Agdregate Index 11.4%
Technology 11.4%
Consumer Services 11.2%
Financials 11.0%
Consumer Goods 9.9%
Telecommunications 7.3%
Healthcare 3.9%
Utitities 2.3%
EE! Index 1.3%

Mote: Seetor Comparison page based on the Dow Jones 1.5, Indexes, which are market
-cagpitalization-weighted indices. Find rnore information at hitp:/ /www.djindexes.com/
mdsidx/downloads/fact_info/
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STOCK PERFORMANCE 3

XL Market Capitalization at December 31, 2010 (in $ Mil.)

U.5. Sharehcider-Owned Electric Utilities

Company Stock Symbo $MaketCap % Tota Company Stock Symbo  $ Ma ketCap % Tota
Southe n Company S0 319885 7 85% Al antEne gy Co p LNT 40619 1 00%
Exe on Co po aton EXC 275723 677% MDU Resou ces G oup MDU 38142 0 94%
Dom non Resou ces nc D 249512 6 14% TECO Ene gy nc TE 37921 093%
Duke Ene gy Co pe aton DUK 235092 S577% nteg ys Ene gy G oup TEG 37692 093%
MextEra Ene gy nc NEE 213627 5 25% NV Ene gy nc NVE 33034  081%
PG&E Co po aton PCG 1865786 4 58% DPL nc DPL 29772 073%
Ame Eec Powe AEP 17 2552 4 24% Westa Ene gy nc WR 28105 0 69%
Pub ¢ Svc Ent G oup PEG 16 104 2 395% GeatPansEne gy nc GXP 26215 064%
Conso dated Ed son ED 140283 344% Hawa an Elect ¢ nd HE 21354 052%
Ente gy Co po ation ETR 131717 323% Vect en Co po ation wC 20609 051%
Semp a Ene gy SRE 129451 318% Ceco Co po aton CNL 18601 0 46%
PogessEnegy nc PGN 127831 3 14% DACORP nc DA 17782 044%
PPL Ca pa at on PPL 127008 312% Po tand Gen Eect ¢ POR 16354 0 40%
Ed son nte natcna EIX 125836 309% Un Sou ce Ene gy UNS 13083 032%
F stEne gy Co p FE 112541 276% ALLETE nc ALE 12817 031%
Xce Ene gy no XEL 108487 295% Av sta Co po ation AVA 12530 031%
DTE Ene gy Company DTE 76591 188% PNM Resou ces nc¢ PNM 11922 029%
WsconsnEne gy Cop WEC 68807 169% E Paso Eect c Company EE 11816 029%
Ame en Co po ation AEE 67459 166% Back H s Co po ation BKH 11680 0 29%
Cente PontEne gy nc CNP 66366 163% No thWeste n Co p NWE 10435 0 26%
Conste aton Ene gy CEG 61597 151% MGE Ene gy nc MGEE 988 4 024%
No theast Uti tes NU 58349 138% U L Ho d ngs Co po aton UL 964 0 024%
SCANA Co po aton SCG 51400 126% Emp eDst ctElect ¢ EDE 9192 023%
NSou ce nc ) 48899 120% Qtte Ta Co po aton QTTR 8071 0 20%
Pnnace West Capta PNW 45028 111% CHEne gyGoup nc CHG 7720 0 19%
OGEEnegyCop 0OGE 443586 1 09% Cen Ve mont Pub ¢ Sve cv 2736 007T%
NSTAR NST 43703 107% Unti Co po aton UTL 2463 0 08%
CMS Ene gy Co po aton CMS 42594 105% .

A egheny Ene gy nc AYE 41153 1 01% Tota ndustry : 407,274 5 100 00%
Pepco Hodngs nc POM 40880 1 00%

Source: EEl Finance Departrment and Wall Street Journal

* XIL. EEl Index Market Capitalization (at Period End) ' .

U.5. Sharehoider-Owned Electric Utilities

$B ons EEl Index Market Cap (in $Billions)
850 ‘ Q101 319,484 QLOB 422,899
i} Q2-01 317,545 Q208 432,848
S00 | Q301 291,035 Q306 464,281
I Q401 300,200 Q408 503,858
450 . Q102 317668 Q107 525,088
400 i Q202 292,238 Q207 515,565
1 I Q302 238331 Q307 514,946
350 l l Q402 249,553 Q407 514,486
300 Al Q103 240,598 (108 456,711
I I 0203 289,454 Q208 482,024
250 uE Q303 288,073 Q308 404,472
ﬂ_l l i Q403 314,324 Q408 361921
200 oo T oo e R Q104 329801 QLO9 316,070
£ My O 5 vl o o) A % o Q Q204 323193 Q209 343,844
O‘b‘g Q"‘D 0?:9 QNQ 0?: 0?:'0 Q?P 0?‘53 QP‘D Q;P QP?" Q3-04 342,460  Q3-09 363,185
Qa-08 380,305 Q409 389,672
Note: Change in EE! Index market capitalization reflects the impact of buyout and spin-off activity in addition o Q1-05 395,663 Q1-10 317,281
stock market performance. Q205 425989  Q2-10 360,044
Source: EEI Finance Department and Wail Street Journal 0305 454,727 0310 402,014
Q405 428,825 Q410 407,275

EEI Q4 2010 Financial Update
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4

STOCK PERFORMANCE

, XIit. Comparative Category Total Annuat Returns

U.S. Sharehcider-Owned Blectric Utliities, Value of $100 invested at close on 12/31,/2005

BEE|Index Z Regulated B Mostly Regulatet W Diversified

200

175

150

125

100

75

50

12/31/2006 12/31/2007 12/31/2008 12/31/2009 12/31/2010

2005 2006 2007 2008 2009 2010
EEI Index Annual Return (%) 2247 9.83 (20.93) 14.13 1L87
EEI index Cumulative Return {$) 100 13457 147.81 116.87 133.38 135.78
Regulated EEI Index Annual Return 22.65 7.81 (15.59) 14.25 15.75
Regulated EEI Index Cumulative Retum 100 126.00 135.84 114.66 131.00 147.60
Mostly Regulated EEI Index Annual Retym 22.37 8.93 {27.00) 15.58 B.51
Mostly Regulated EE] Index Cumulative Return 100 138.11 151.83 110.84 128.11 123,16
Diversified EEI Index Annual Return 22.16 18.46 {33.80) 8.07 {5.16}
Diversified EEl Index Cumulative Return 100 152.37 180.49 118.30 128.93 98.03

Latendar year refurns shown, except where noted.
Returns are unweighted averages of constituent company retums.

sovereign debt worries had driven the broad market down
during May and June, while regulated utilities stocks outper-
formed. In a strong quarter for the market, one might expect
utilities to underperform, and indeed they did during Q4. But
the broad EEI Index, which is capitalization-weighted and
influenced by large companies with competitive generation,
suffered from ongoing weakness in natural gas prices and the
tesultant impact on competitve electricity prices.

Regulated Group’s Strength Continues

The Regulated group of companies continued to outperform
competitive power generators duting the quarter, extending
for the sixth consecutive quarter a trend that began in Q3
2009. As shown in Table VIII, EEPs Regulated group (80%
of assets are regulated) retumned 4.8% during Q4 while the
Diversified group (less than 50% of assets are regulated) re-
tumed —0.2%. The Mostly Regulated group (50% to 80% of
assets are regulated), a mix of compantes that balance regu-
Iated and competitive operations to varying degrees, retumed
1.5%. However, due to the migraton of company strategies
toward tradidonal regulated operations in recent years, the

EEI Q4 2010 Financial Update

XIV. EEl Index Top Ten Performers

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

Company Category % Return
El Paso Electriec Company R 357
Northeast Utilities R 28.1
OGE Energy Carp. MR 28.0
Alliant Energy Corporation R 27.2
Empire District Electric Company R 26.4
MGE Energy, Inc. MR 24.4
CMS Energy Corporation R 23.9
Integrys Energy Groun, nc. MR 223
Westar Energy, Inc. R 221
Wisconsin Energy Corporation R 21,7

Note: Return figures include capital gains and dividends.
R = Regulated, MR = Mastly Regulated, D = Diversified
Sovree: EEI Finance Department
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STOCK PERFORMANCE

Diversified group is down to only four publicly traded com-  yvears. Domestic natural gas supply has been boosted by pro-
panies from ten in 2004, while the Mostly Regulated group  duction from low-cost shale reserves, while the economic
has decreased from 26 companies to 20. recession and tepid recovery has reduced demand, creating a
For full-year 2010, the Regulated group’s dominance is  supply glut As 2 result, analysts became increasingly beanish
clear in the data. Supported by generally low interest rates  as "2010 progressed about the prospects for natural gas
and steady dividends, the group produced an unweighted  prices and long-tenm compentive power prices, even in a
average total return of 15.8% — surpassing both the Dow  sustainable economic rebound. These developments
Jones Industdal’s 14.1% and the S&P 300’5 15.1% retums.  weighed heavily on the share prices of many compantes with
The cap-weighted EEI Index returned 7.0%. And as shown  significant competitive generation assets.
in Table XTV, seven out of the EEI Index’s top ten gainers
for 2010 are members of the Regulated group, while the ~ Power Demand Boosted by Hot Summer

other three are in the Mostly Regulated group. After declining nearly 4% on an annual basts in recession-

wracked 2009, nationwide electricity output rose 3.7% dur-
Natural Gas Prices Remain Depressed ing the economically stronger 2010. Helped by a generally
The most significant trend in terms of overall macroeco- hot summer across the county {ccoling degree days, a

nomic fundamentals impacting the industry during 2010 was ~ measure of air conditioning usage, were 22% higher than
the ongoing softness in natural gas spot and futures prices.  the historical average), power demand jumped 6.9% in Q3
Natural gas-fired generators are typically the marginal price 2010 and hit record levels in some cites, which likely con-

setiers in many competitive power markets across the coun-  tributed to the industry’s share prce strength during the
try and natural gas puces, therefore, exert a strong influence  summer. Nevertheless, the long-term outlook for power
on competifive power prices. demand remamns uncertain, dependent not only on the

As shown in Chart VI, after an eardy-year winter rally,  strength of economic growth but on the impact that energy
spot gas prices languished around $4/mm BTU for most of  efficiency, smart grid and demand response technologies,
the year. Chart VII shows the marked decline in futures  along with general conservation measures, will have on
prices during the second half of 2010 and over the past two ~ power usage.

XV. Share Ownership by Investor Category (% of total}

L5, Shareholder-Dwned Electric Utilities

Institutional MM Retail HEM Insider £23

Dec02 WMWar03 Jun-03 Sep03 Dec03 Mard4 JunD4 Sep04 Dec4 Mar05 Jn05 Sep0S Dec05 MarD6 Jund6 Sepl6

institutional 465 ARE 436 %0 515 514 531 535 3586 54.9 533 56.1 559 55.6 60.2 61.8
Insider 15 1.6 16 16 16 17 17 ‘7 1.7 1.8 18 18 18 1.8 1.8 18
Retail 518 497 488 484 469 AT 454 451 430 433 449 422 423 427 380 38.4
Total 1000 1000 1000 1000 1000 100.0 1000 1000 1000 1000 1000 1000 100.0 1000 1000 1000

Dec-06 Mar07  JunQ7 Sep07 DecD7 Mar08 Jun08 Sep08 Dec09 Mar09 Jun09 Sep09 Dec03 Mar10 Jun10  Sep10
Institutional BL7 €34 €6.9 65,7 66.7 66.4 66.7 64.0 61.8 619 63.0 65.4 65.7 64.7 64.8 65.4
insicer 18 18 17 17 18 15 15 18 1.4 1.4 1.4 1.4 12 12 2 12
Hetail 385 348 314 326 318 321 318 34.5 36.9 36.7 356 33.2 33.0 34.0 34.0 334
Total 1000 1000 1000 1000 1000 1000 1000 1000 1900 1000 1000 100.0 X0 1000 100.0 100.0

Sourge: SNL Financial and EEl Finance Department. Note: Institutional figures represent end-of-quarter, unweighted average of the 58 publicly traded EE Index companies.

EEI Q4 2010 Financial Update
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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 uttlity shares,
which often appeal to income-onented investors as 2 bond
substitute with dividend growih potential. Widespread pre-
dictions by economists in recent years that interest rates will
tise have continually been confounded by declining rates.

As shown in Table V, the 10-vear Treasury yield fell
from 3.8% at the start of the vear 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 suppost the economy, the 10-year Treasury
vield posted it’s sharpest cimb since early 2009, and finished
the year at 3.3% (a level, nevertheless, stll quite low by his-
torncal standards).

With bond yields low, the strong dividends and slow
but steady earnings growth offered by many udlities have
been an important source of support for the industry’s
stocks. At December 31, the average dividend yield for the
EEI Index’s 63 publicly traded utilities stood at 4.5%, well
above the S&P 500’s 1.8%. However, many Wall Street ana-
lysts have commented that regulated wtilities tend to under-
perform the broad markets during periods of rsing rates.

- Should interest rates rise significantly durng 2011 and be-

yond, the group would likely face a struggle to sustain the
strong performance of recent vears. The Regulated group
has benefitted as interest rates have declined, earnings
growth prospects have stayed healthy and as investors have
sought stability during periods of market uncertainty. The
Regulated Group has outperformed the S&P 500 in five of
the last seven calendar years (through 2010).

Industry Prospects Appear to Be Sound

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

Replacing this capadity and upgrading other coal plants
with emissions control technology offers the potential for
extended strong rate base growth at regulated utilities. How-
ever, 45 is always the case in this most polidcal of industries,

EEI Q4 2010 Financial Update

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

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

Political Strengths

However, utlities have important political strengths as well.
Their capital investment programs are a source of high-
quality jobs and they are often among the largest employers
in a given state. In an economy burdened by chronically
high unemployment and considerable nervousness abour
job stability — even among those who are employed —
regulators, utllity managements, company employees and
local communities all agree that finandally healthy vtlides
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 mn

achieving success for shareholders and all stakeholders in
the years ahead. '

No Longer Undervaliued

By late in the year, most industry analysts were commenting
that utility price earnings multiples had climbed zbove their
histonical 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 secior’s capital invest-
ment growth potential and strong dividend yields offer a
floor of support for its stock prices, especially if the econ-
omy should suffer renewed weakness.

The situation for competitive power providers was less
certain. While few analysts were willing to call the bottom
for competitive power — and indeed earnings for many will
likely decline over the next several years as higherpriced
hedges roll off — some suggested that the grinding bear
market may bortom in 201]. The year will brng addirional
clarity from the EPA about new regulations for a wide range
of emissions, which in turn will offer insights about the
magnitude of needed coal plant redrements and the indus-
try’s strategy for replacing this capacity — likely emphasiz-
ing natural gas generation. PJM’s May 2001 capacity auction
for the 2014/2015 yvear 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 2011 will be re-
strained by tightening mea-
sures totaling 4% of GDP; even
the Portuguese goverument's
0.2% growth forecast looks
ambitions. Meanwhile, Portu-
gal’s current-account deficit is
only slowly edging down. Ulti-
mately, Portugal may simply
run out of tme to convince in-
vestors, with unsustainable fi-
nancing costs forcing it to seek
aid.

Europe missed a trick by
not bailing out Portugal when
it helped Ireland, although it
wouid have required the gov-
ermment to ask for aid. The
same mistake shouldn't be re-
peated. Ideally, any Portuguese
bailout would be accompanted

by measures to stop the crisis

spreading to Spain. These
could include increaseqd bond
purchases by the European
Central Bank; a credible plan
for recapitalizing Ewropean
banks; and an increase in euro-
zone lending facilities to cope
with any possible request for
help, Citigroup recommends a
€2 trillion ($2.8 trillion) bail-
out fund, with a vastly in-
creased role for the ECB.
Portugal’s next challenge is
Wednesday, with a €1.25 hil-
lion band auction. Poor auction
results will raise the odds of a
bailout. But Europe should be
working on an answer that
goes beyond Portugal,
—Richard Barley

OVERHEARD

It ksnv't Just Investors belng
taught a lesson by the slump
in education stocks: After
Strayer Education reported a
20% fall in winter-term new-
student enrollment, one ana-
fyst lamented It isn't Just the
sector with an overcapacity
problem. With declining deal
fiow and trading revenue, the
sector looks over-covered by
Wall Street, Some 22 ana-
Iysts cover Industry bell-
wether Apolio Gioup. Yet
FactSet data show the lead-
ing firm In the simllarly sized
health-care-supplies sectar,
Dentsply Internattonal, is" -
covered by just 10,

* % %

Geing publlc ts no picnle.
Just four US. retall compa-
nles had Initlal public offer-
Ings In 2010, accountlng for
2% of the $35.7 billlen In to-
tal volume, says Dealogic. So
it’s fittle surprise Crumbs
Holdings Is trying the back-
door. The fast~grawing cup-
cake retaller sald Monday It -
plans to sell Itself to a spe-
dal-purpose acquisition com-
pany that will rename Itself
Crumbs Bake Shop and trade
oh Nasdag. After Krispy
Kreime's spectacular rlse and
fall, investors should beware

" gorging on cupcakes.

er Will Work on Playboy in Private

Rabbit, Run

Performance, dally data

1:22 Fioybay Enterprises | -
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summer, this is no lowball bid.
It implies a roughly $300 mji-
lion entexprise value, nearly 20

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

Playboy’s magazine and TV
businesses have been in free
fall, undereut by competition
from the Internet. Revenues for
the first three quarters of 2010
were 37% lower than in the
same period in 2007, Only li-
censing has been stable.

Rizvi 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, Barning

a dacent return depends on
continued expansion 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

notés, applying the eight-times
forward multiple at which
Teonix Brand Growp is trading
would then imply an enterprise
value of $341 million—surely
not enough for Rizvi, That sug-
gests this is at least a five-year
turnaround, By then, even

Mr, Hefnier may be running out
of energy. — Martin Peers

WS3.com/Heard
WlS P g

The Latest
Energy Deal
Lacks Spark

Hearing 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, asswming some up-
front costs. If regulators hand
half those gains to bill payers,
Duke’s shareholders should
still acerue almost 50 cents a
share in value, Yet Duke stock
fell 20 cents. As this is an all-
stock deal, Progress also fell.

Discounting all potential
synergies, and niore, is harsh,
With overlap in the Carolinas, .
there is scope to cut costs. And
extra savings on fuel, which
can be passed on {0 customers,
could earn grace with regula-
tors. A larger, more-diversified
utility also should enjoy a
lower risk premiom,

Surh benefits, though, are
hazy. Moreover, Duke's claim
that the combined group will
increase earnings per shars 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 enhance them,” is how
Greg Gordon, chief utilities an-
alyst at Morgan Stanley, put it.

The stocks face another, par-
adoxical headwind: hope, Regu-
tated utilities, with high, stable

‘dividends, often are treated as

bond proxies, a big reason for
outperforming other utilities
since early 2009, As broader
optimism rises, however, so
should debt yields, making reg-
ulated utillty stocks relatively
less attractive, Making them
sexy again won't be easy when
even g $13.7 billion merger
doesn’t set pulses racing.
—Liam Denning
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POWER & UTILITIES Capital Management
Utilities
SECTOR VIEW The capital cycle that began in 2007 continves for regulated utilities, as aging
Rofing: 2 - NEUTRAL infrasiruciure and government policies dictate material upgrades and invesiment in
the system. In this report, we review the scale and scope of spending over the
next 5 years. We dalso analyze patterns from past capital and business cycles in
Daniel Ford, CFA an altempt to provide some 'tools to identify investment themes.
don].‘ofj'@%bso?c?:g?:gg ®  We estimate that regulated ulililies will spend mere than $300 billion of Capex
BCl, New York between 2009 ond 2013. This represents approximaiely 2x depreciafion and
Gregg Orril amoriization, and is down only 2% from last year's suvey in spife of the current
1.212.526.0865 fecesslon.
9""99“’"’&’?{” Mo Yok B This invesiment should continue to cause an elevated number of rate case filings.
We expecl 60 rale cose flings in the next 18 months. We also estimate over
Theodore \?IOF;G:?;S‘ 5%2’; $100B of external capital needs, including $208B of equily over the next 5 years.
f"m""b’w"ég{xﬁf:\ﬁ\?gg W In the short term, investors have been atiracted to regulated utilities os confidence
' In the economy has been tesied. At this point in the business cycle, the highest
]Rg‘s;‘;ég‘_’ﬁ";l;; quality regulated stocks lock fully valued, and we would therefore recommend
ross. fowler@borcap.com smallercep ulilifies that carry a lifle more risk, but represent better relafive value.
BCL Mow York ‘ CMS, DPL, and NVE are our favoriles.
M. Beth Siraka In the Intermediate ferm, rote coses and equily issuance schedules should present
mbdhsf}afggb%i%ggﬂ some of the best catalysis for ulllity invesiment. We like AEP over this time period
BC), New York

due to its compleled equily issuance end resolution of its most significant rate case
matter in Ohio.

In the long term, we like companies that can best manage the execution, rate
recovery, and financing risks associated with large invesiment programs. We like
WEC most among this group.

Bordays Capfiat doos and seeks to do business with companles cavered In its research reports, As a resull, investors
should be gware thel the firm moy have o conflict of inferes! that could offecs the vhjectivity of this report.

Costomers of Barclays Capitol in the United States con receive indapendany, third-party ceseardh on the company or
compunies <overed in His report, at no cost to them, whera such research is availoble. Customers tan awess this
independent research at www.lehmanlive.com or can call 1-800-253-4626 to request a capy of this reseasch.

Investars shouTd conskder this report os ealy a single factor in making their investment dedsion.

PLEASE SEE ANALYSY(S] CERTIFICATION(S| ON PAGE 95 AND IMPORTANT DISCLOSURES
July 16, 2009 : BEGINNING ON PAGE 97
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We are in the third vear of the infrastruciure build cycle for regulated ulilities that began In
2007. Based con our 2009 copex sunvey, we now anticipate that the industry will
proceed with & predividend free cosh flow deficii through at leost 2013, but likely
sigrificantly longer. We estimate over the next five years, the industy will spend on
average 2.0x Its onnual depreciation and omorization expense growing industry rale base
ai on avercge annual pace of 6.3%.

' Capital Management in the Capital Cycle

We expect that lhe risks of this build cycle will offset much of the growth opportunity in
share pedormance through the construction perdod. This is consistent with the investor
experience in the losi mojor infrasiniciure cycle which extended kom 1973-1984. The
headwinds we lorecast will likely come from the dilutive effect of heightened extemol
capifal funding requirements, regulafory risk in a rising role environment and execufion risk
associoted with @ significant constuction program. The best performing stocks over the
cycle will likely be those spending on infrastructure with the highest public policy support,
with the highest quality bolance sheets, doing business in the best tegulatory jurisdictions.

This report updates: 1} our recommendations and investment sirategy, which we believe
will moximize shareholder returns over the shor, intermediate, ond long term; 2) our latest
estimotes of ihe drivers and size of the invesiment ghead; 3) our exominofion of the
business consequences and cost of cagpifal implications for the build cycle fom the 1970s
ond the parcllels 1o today; 4) our analysis of utility regulafory jurisdictions; and 5} our
review of the pending rate matlers for cur coverage universe.

Recommendations and investment Strategies

l We break our views on the group into three fime periods: the leng term {i.2., the duration
. of the capifal cycle], intermediate term (.., one to two years], and shod term fi.e., the next

_ ' six fo 12 months.)
: In the long term, struciural headwinds should pessist for regulated uilities, owing fo risks
l . associated with capital acquisition, construction exscution, and regulalory recovery in o
dsing rate-base environment. The bulk of this report is focused on these long run rends. As
a result of these irends, we would be owners of the most comstuclive regulatory
' juiisdlictions, the strongest balonce sheets, and most capable monagemenis, We
acknowledge, however, thot many of the nomes that fit this descripion are pricey ot the
moment, following a yeor of investor defensiveness ond caution, One from the group that
we believe does screen altrachively is Wisconsin Energy fWEC). ‘We like WEC due 1o
l solid morugement, consistent Wisconsin regulation, and the eornings and rate bose
growth it should derive from its Oak Creek plant that is in the final slages of construction.

Additienally, WEC is one of three regulated utifilies we expect o be predividend free cosh
ﬂow posifive over the next several years.

- |
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In the infermediate lesm, we ore looking for polentiat catalysts around rate case filings and
equilty issuonce schedules. Given thol AEP has essenlially concluded ifs Eleckic Securily
Plan in Ohio, sef its guidance based on kough dark spread margins for offsystem scles,
and has cleared s equily issuance needs for the foreseeable fulire with a $1.78 offering
in April, we like ils posilioning relative to the regulated group.

- In the short lerm, we believe the investment winners will be driven by macto fund flows in
suppedt of fundomentals. Bosed on the precedent of previous recessions, higher quality
ulifity names with good liquidily attract investers during the earlier stoges, and os the
recession moiures, investors move out the risk curve to smoller- and midcap nomes that are
less liquid. The reoscns for this ore hwofold: investors add risk as the economy recovers to
better poricipate in the upswing, and the eordystage bid that goes io the highest quelity
names also crectes q relalive pricing disparity thot allows the smaller fess liquid uiilities to
represent better value. We recommend CMS, DPL, ond NVE omong this smallercap
group.

The Short Term: Recessions Drive @ Quality Trade

As we have seen, when the economy enlers o recession, invester funds tend to migrate
toward regulated ulilifies. Further, in the early thices of recession, the funds flow Into higher
cuofity regulated ufililes varsus lower tier reguloted uliifes. Higher quality names would be
choracterized by defensive quolities identified as superior credit cecess fhigher credit
rofings], secure and growing dividends, located in suppcriive regulatory districls, and
exhibiting superior trading liquidily for ease of eniry and exit. The ulilifies we clossify os
higher quolity would be DUK, ED, NST, PCG, PGN, SO, WEC, ond ¥El. As a group,
these high quality stocks outperformed the fower tier universe by 21% from & months prier
to the recession’s beginning 1o the March frough.

On o broader look ot past recessions, this pafiem also holds, The higher qudlity / lower
fier pairing ‘hos produced on overage 18% returns beginning & months prior 'o the
recession Ihrough the recession’s Iraugh.  This performance is the average of the recessions
since 1970. Conversely, as the market perceives an ecoromic recovery, lower tier nomes
begin lo ouiperform higher quality names. In the recessions since 197G, lower fier utilities
outperformed higher quoliy by 22% from tough to & months postrecession, while

culperformance of the lower tier in the current tecession is about 12% through June 2009
from March, N

July 18, 2009
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Figure 1: High Quality Outperforms Heading Into Recessions; Trails Heading Out

Ayverage Relatlve Performance: Lower Qualily vs, Higher Quality
{Histerlcal Since 1970)

15.0%
i0.0%
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0.0%

— al
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-10.0%

-15.0%

SMos. Prorte  Slat of Recesslon  Next 3 Months

Recassionary Though 3 Mes. After Trough
Recession.

Souwrce: FaciSal, Borckrys Copilol esimates.

Figure 2: lower Quality Names Recenily Slarting to Outperform

Refative Performance: Lower Quality vs. Highsr Quality (Current
Recession)

§5.0%
4.0%
20%
068%
-2.0%
-4 0%
-8.0%
-B.0% 1
-10.0%

PN S N SR ¢ & @
& &S FE &6& & & «,9-69 &"é &
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Scurce: FuniSet, Borgloys Copile! estimates,

At this paint, and in spite of lower fier pedormonce since March, a significant valuation
gap pessists, favoring smaller, less liquid nomes.

s |
July 16, 2009 7
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Figure 3:Relative Valuations Higher Quality vs. Lower Quality

éroup 2010 PIE  Current P/IBV _ Dividend Yieldﬁpayout Ratio
Higher Quaiily  11.6x 1.5% 5.3% 65.3%
Lower Quality 10.7x 1.2x 5.6% 64.0%

Sowurca: FociSel, Borckays Copitol estimates.,

The Intermediote Term; Rate Case Timing and Equity Needs Provide Catalysts

Continued FCF Deficits Will Require Equity / Rate Cases

Bosed on the capex suvey we hove performed associated with this report, we conlinue to
see net free cash flow deficits for the group well into next decade [see Figure 4]. In faci,
the bigyest surprise in this year's suvey was the foct that spending only came down 2%
versus our 2008 work-for overdopping years. As @ result, the significant copitol roising
appetite shown by the group in 2009 yeariodate appears to be just the tip of the iceberg.
In order lo mainkain curent debl/cap ralios, we anlicipate tho the regulated uiility group

will need fo raise at leost $100 billicn in debt and equity to complement refoined earnings
over the next five years. ‘

Figure 4: Capex Forecast Changes, y/y

{3 in milfions} — —_— — e ——
2008E  2009E  2010E  2041E__ 2012%E Total
2008 Estimates $39,120 $37,588 §37,053 nfa n'a nia
2007 Eslimates $52,714 $51,745 $51,881 na n/a na
2008 Estimates $61,338 $60,472 $81,102 $63,350 362,301 $308,562
2009 Esfimates $63,335 $58,144 $59.819  $62.057 $63282 $306,637
% Increase ('09 v. '08) 61.9% 54.7% 81.4% nia nia nfa
% Increase (09 v. '08) 3.3% -3.8% -24% -2.0% 1.6% -0.6%

Souvree; Borckiys Copitol ostimales, compory Blings.

July 16, 2009
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Figure 5. Forecasted Cash Flow and Capital Needs
Capital and Cash Flow Projections
Shasbolder Cwned Reguakd Litites
{3 I miFons)

g P ZOT1E HUE Z00E
el $320,507 37,401 358,002 $374.2%8 $339,850 $402,079
Equty $25230 $287,282 5281748 $20877  RINSE 4328117

Total Capltal $572,87 §604,753 $637,750 $670,581 701,448 $728,185
Equity % 4% 4% % 4% 4% 5%
Cash from Cpesations $45,550 8730 $48,197 361,148 $58.018 $59,853
Capitx . ($53335)  (SSA144)  (SSBAIY)  ($82057)  ($&m2)  (s62.8)
Dlvidends 340,87! $1 514,841 " $12.244 812,611
TFree Cash, PoR DIV, 164) 22,19 319314 14,285)
DabitIssued (Fatired) S22 31 116,564 Fi8.55 $i8,27 [IEXIE] u_lz.m
Eqully issued [Refired) $571 35,435 (TR 4,859 $3.903 $3,057
Assurgeions/ Drivecs
Retadned Earrings Growth 5% 7.4% 0.3% 9% 53% 45%
Cashirom Operalons Change 26% 1% 0.1% 2.5% 8.9%
CapEx Change 14.4% -82% 28% 3% 20% 4.2%
Cividend Grewth 2.0% 2.0% 3.0% 30% 3% 3.0%
Proporfon Retermed to [Drawn e} Dabt 0% 75% 0% 80% 0% 80%
Proporion Relurned Lo {Drawn from] Eqty 20% =% 20% 0% 20% 20

Aotk Fpurszrelact Barcityl Coptsl LY covarvge scavd up by 8 fadar of 1.08Y 1o e fecticanpaias ncl v Badsys coreage unveaa

Source: Compaay blings, Borclays Capiiol astmatas.

The following toble takes a company by company lock at cur estimate of equity needs.

Figure &: Projected Equity Issuance Schedule

Amount & Year of Issuance (3 i milkons)

Company Ticker 2008 Z009E 20108 2011E  2012E
Alltant Energy LNT 1 ] 300(1)
Ameren Cormp. AEE 154 100 100 500 (1)
American Electric Power AEP 169 150 150 150
CMS Energy Corp CMS g
Consclidated Edison ED 51 850{1) 550(1) 400(1)
Dominlon Rescurces Inc -D 240 400 250 250
Duke Energy Corp DU 150 300 300
FPL Group inc FPL 41 200 §00 {1} 600(1)
Great Plains Enangy GXP 15
Hawailan Electdc Indust. HE 136 45 45 45
NiSowres Inc NI 1
Northeast Liifies NU 6 350 (1)
NV Energy NVE <] 150 (1)
PG&E Cormp PCG 225 400 150 150
Pinnacle West Capital PNW 300 (1) 25 25
Pepco Holdings PCM 316 300 (1) 30N 100
Portfand General POR
Progress Eneirgy PGN 132 00 300 300
Publlc Service Entrp Group PEG [
Sempra Energy SRE 18 23 ] 23 23
Southern Co S0 474 500 600 600 600
TECO Energy Inc TE 22 25 25 25 25
Westar Energy WR 294 60
Xcal Energy XEL as53 75 5 75 75

Total $3,65 $6,494 $3,758 $4,200 53443
(1) Repreaents achid o esima ed markated oferings, ss oppcsed to DRIP ordribde progams,
Note Graycdls indcate aclusl amounts fssued
Sourca: Compary lilings, Bosdoys Copital estmales,

|
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ATTACHMENTD -9



Utilisies

10

As an investment tool, these issuance events provide meaninghul catalysts to pedormance.
When the morket anticipates an equily need, the stock will fend to underpedom the group.
In conlrast, once the equily issuonce has occutred and the new shares have been digested
by investors, the medion stock will oulperform the group.  Financing needs having been
met, and balance sheets shored vp provide more than omple reason to |ustify this behavior.

Figure 7 shaws the value of this catdlyst in light of the issuance-heightened envircnment for
the last 12 months.

Figure 7: Stocks Perform Well Once Equity Hos Been Cleared

Returns Around Equity Issuance

50% +
4.0% 4
3.0% +
2.0% +
T 1.0% +
0.0% IS t t +

1.0% ¢

v, UTY index

-2.0% -

3.0% 1

-B0daysto -80daysle  -30daysto Offer +30 Offer +60 Ofter +90
Offer QOffer Offer days days days

Source: FociSel,

- Rate Coses Provide Trading Opportunities

Alsc during o copital cycle, foctical opportuniiies will develop around rale case timing,
since rale case filings lend 1o cause uncertointy around future sarmings. As o resull a risk
premium Is attached to ulilily stocks whose subsidiaries are anlficipoted to file o rate case or

* ote In the rate cose process. As the role cose process moves forword, more ond more

clarity begins fo develop around the parameters of o potential order. Once the staff
tecommendation is released the likely worst case scenario can be understood and once the
Al recommendation is made, the finol paramelers of an order con be closely estimated.
From this point forward the higher risk premium created os a result of rate case unceriainty
abates. This badable phencmencn is shown in Figure 8.

July 16, 2009
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Figure 8: Relative Performance and Rate Case Timing

Relative Performance
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Sourca: SNI Financiol, Bloomberg, Bardays Copilal esimates.

All else equal, if an invesicr shorts a stock foue months prior to o rate cose filing thiough the
fime of the ruling he/she should ouigerdorm the regulated group by 334 bosis poinis {bpl,
on overage. I in tum that some investor then buys the utility 12 months after the rate case
fillng through 12 months oltes the decision he/she should som, on average, on additioncl
388 bp relative to the regulated group. It is important to note that this analysis lost year
showed relotive returns of 398 bp and 644 bp, respeciively. The returns from the frade
were dompened as a result of 2008 being o very velatile year in which brooder systemic
risks drove the morket more than any compeny specific sk such as rate cases. As the
market moves toward @ more “nommal” environment across the infermedicle lerm, and
owoy from kading oround broader systemic risks and fund flow dynamics in the short run,
we would expect this rade’s effecliveness to improve.

Given that most smaltcop regulaled uilities are only single of dud! jurisdiciionol and most
lorgecap reguioted uiiliies are multi-urisdictional the risk premium during o role case
should be larger for smallercap utilities.

. |
July 16, 2009 1
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Figure 9: Rate Cases and Relative Performance by Cap Size
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Source: SN Financiol, Bloomberg, Bordays Copial sstimates.

This is in fact the case, os shown in Figure 9: The toding returns from the some generol
“shortthenlong” strategy as deseribed above is 480 bp ond 433 bp for smali cap uillities
and 221 bp ond 353 bp for lorge cap ufilities. Before the systemic-risk-diiven market of
2008, for the same siralegies, our study showed excess retums of 916/ 828 bp ond
266/532 bp for smoll and lorgecap uilities, respeciively.

The Long Term: Secular Headwinds Still In Place

In our estimation, the regulated uiilily group entered o capital cycle beginning in 2007
characterized by predividend FCF deficits. These negolive cosh flows exacerbate risks
related 1o execution, financing, and regulation, leading to our more negative view of the
gioup in the longer ferm,

As we've noled, aggregele prerdividend free cash flow for the regulated utilities space
turned negative in 2007. Figure 10 highlights the changes in FCF dating back to 1973,
in 2008 dollars and includes our estimate of the deficils we aniicipate through 2013.

July 16, 2009

-

ATTACHMENT D - 12



Utititles

Figura 10: Pre-Dividend FCF throughoul Capital Cycles, in 2008 $

Real Pre-Dividend FCF, 1873-2013E
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Source: factSet, Bosrckiys Capitel estimeres.

The current cycle Is marked by four drivers: 1] an aging postwor infrosiruciure, 2)
eavironmentat policy forcing upgrades 1o old plonf and equipment, 3} the implementation
of new techrologies le.g., solar, wind, ond smar grid), ond 4) the oddition of new
tronsmission to account for renewable energy hookups and improved system redundancy.
Due to the very estensive public policy drivers lo this build, we estimate It could ultimalely
last o3 long as or even exceed the 73 fo ‘84 experience.

As shown in Figure 11, we eslimote that capex rose 14% for regulated utilities in 2008.
That marked the second year of exceplional growth in spending.

Figure 11: Three Year Historical CapEx
{& in. milllons)

$70,000 -‘

$63,335

$60,000 1

56,000 4 346,921

340,000

L

"$30,000 J

2006

2008

Source: Company Klings, Borcloys Copitol estmates,
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We expect this fend fo flatten in 2009, as recessionory pressures coupled with
prohibitively expensive - or incceessible — externcl capital, hos led some ulifities to concel
er defer spending on growihoriented projects. At the Edison Electric Insfiute conference in
Arizano lost November, several companies announced a first round of cuts that averaged
between 10%-15% versus pravious levels. In the final tolly, howeves, spending projections
for 2009 are estimated to be about 8% lower than our 2008 figures. More surprisingly,
the comparison of-ctpital spending plans for overdapping vears of our 2009 vs 2008
suvey were only down 2%, We con only conclude that relatively lle of the grovp's
spending is discretionary {see Figure 12).

Figure 12: CapEx Forecost by Type of Spending

Capltal Expendiurs Projectlons
Shareholder Owned Reguinied Utities

Siamiioas)
2008 2007 ] 200%€ 201 2011E 20128 1 Total

Mainienanca f Distrbution $28,850 $3185d 332601 335000 838,760 $165354
Ganemntion 15,855 {3620 13062 12518 12190 867,245
Emvirormentad . 4544 3389 3,886 2218 22718 816334
Tranamissien 8665 11,187 1%508 13487 14299 %545

Teo . 9 5,358 ] $58, 144 $53.415 2,057  $63,282 306,829
YIY Ircrease 18.0% 14.4% ~8.2% 9% 7% 20% -1.2%

otk Forres el ct Barciays Caplal Wity covergs Scaid Up by 3 factor of 1.08x 4o refiet coerpuries mot iy Bardays coverage bnhese

Source: Company Flings, Barcloys Copikel extimates.

A breckdown in the calegories of spending is contained In Figure 13. On @ year over
year survey comparisen, the largest declines eppear in regulaled environmental spending,
and in honsmission. The regulated environmentol spending reduclion is a result of
improvements in the effectiveness of coal pelletion control progroms as the spending necrs
s conclusion, The deciine in ransmission Is largely the result of permitting delays, with the
spending likely deferred, noi eliminated. Sitength In generation and distribution are lorgely
reloted lo renewable resources and aulomatic metering infrastructure.

ATTACHMENT D -14
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Figure 13: Year-over-Year CapEx Forecast Changes
Regulated Environmental Capax Changes
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Source: Company Hlings, Bancloys Capilol estimates.
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Despite the nearterm drop In capex, the ate of spending sl exceeds even the infloled
spending that began in 2007. As o result of this level of spending, we are siill seeing
meaninghul growth in rate base across the sector. ’

Figure 14: Rale Base Growth Projections

Shaeholder Owned Reguiated Uilities
@& I milkons)

2008 20008 J010E _ 2011E __ 2072 20936
Rale Base $452,887 $492,335 $524,266 $555480 $586,449 $616,113
Capltai Expenditures  $63235 $68,144 $50810 $62,057 $83,282 $62,527
DA - $23,887 _$26213 $26605 $31,088 $33619 $36,120
Rate Base Additions $30,443  $31,031 _$31214  $30,970  $29.663  $26,407
[Rate Bage Growth % 95%  7i%  63%  658% _ 53% _ 45% |

Soutce: Company filings, Edison Electric Inslitwe, Bonchays Copital estimales,

What Happens to Consumer Costs?

l An interesting side effect of the currenl recession is the refief it poses to what we've

previously seen as on inexorable rise in prices fo consumers. The good news is that the

' decline in fuel rates has creoted 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 forwerd fust

_ prices, continved additions to rafe base, and the potential for significant new costs from

i government envirenmental maondates [CO2} will likely force significant inflation next

; ' decade. Figures 15 and 16 kack our forecosis for prices, Figure 15 os compored fo
1

|

|

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

Figure 15: Historical and Projected Price to Consumers

% of Consumar Wallat Spent on Elaciicity
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Source; EIA, Bureau of Economic Analysis, Barckrys Capilal esimales.
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Figure 16: Projected Revenue Requirements
Artuaiind Projected Industry Revenues & Cotts
@ ir mitons)
008 07 ELL El 2610 208 2012E "

Trdusty Revarues IRBI08 DAI05  $305,355 3305355 SI05T41 BISI 431 5382082 $408022
Plis: Incretantsl Fua| ($14,312) (m58%2) #8103 §13287 $11308
Plex: Incrementa) Environimentat $1.184 847 370 28 (R
Phu: Incteronntsl Tanassina $2480  $2438 328858 f2537 $18n
PuK Inorsments| Genavation 0E7E 42501 32889 S244 2P
Plia: Manienanes & Ditrbution 37439 $0.135 220 88995 38800

T wvinue ASGton (518,509] 330,353 S8R4T 322410
Naw Projeoied Revenue Bise 28,506 $343,703  §365,385  §M5,740 51431 §385,302 SA08,@2  S430,443
%R [ 4% 5% 3% bi% 5% B 7% B5%
Telal GWh Basa 3500963 JGEATG 3784561 2,721,562 3509915 3.553234 3IJ07,834 ITE2.845
Barchys Demand Forscast 02% 2.6% -1.1% 30% 12% 1.5% 5.5% 15%
Tolal GWh Used 3569919 764561 3721502 409915 365320 3707634 316285 LB818877
Homirat $1 MWh Price 10397 85130 0.7 S10137  §9620 10343 310843 2Tl
% Horninal Increass 13.8% 28% 1.5% 324 S.A% T2% 5.1% 39%

Source: EiA, Edison Elecric Instivie, Borcloys Cophof estimanss.

Regulatory Implications of a Cepital Cycle

The current capital cycle is resulling in these negolive longerm regulotory kends mimicking
the 70's capital cycle:

1} An increase in the frequency of rate cases os companies oltempt to recover the copitcl
they are spending on a fimelier basis;

2] A squeezing of spreads.as in the foce of large ond frequent rale increase requesls,
regulators lend fo serutinize ollowed ROEs for excess returns; and

3} An expansion in Regulatary lag, the gap between authorized relums and earned returns.

Frequency of Rate Cases on the Rise

Due to the capex oullined above, we expect the induskry fo continue a busy scheduls of
role coses in the near fesm. In fact, rale cases moy increase if managements recognize the
window of opportunily to raise bose rates while potentially lowering customer's bills os o
result of a reduciion in fuel and purchosed power pass through costs. We forecast 60 rate
cases over the next 18 months, which includes 24 to be decided by yeorend 2009 and
36 1o be decided thereofter.

]
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Figure 17: Historical Quorterly Number of Rate Cases
€5
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Source: SN Finoncicl, Federol Reserva, Barclays Capilgl esimates,

A historical summary of the last 17 years of rate case outcomes is shown in figure 18.

Figure 18: Rate Case Stalislics

Electric: Allowed . # of Electnic Gas: Allowed

Retumn on Equlty Rate Retum on Equity #of Gas Rate
Datg (%} Cases (%) Cases
2009 1Q- 10.53 10 10.24 4
2008 10.33 = 10.39 X
2007 10.31 37 10.23 #
2008 1045 2% 1040 13 -
. 2006 1054 pt] 10.36 pal
2004 ] 10.88 19 10.63 2
2003 16.88 18 10.95 2
2002 11.22 1 11.69 17
2001 i1.12 10 10.98 5
2000 11.58 g 11.35 11
1999 10.85 5 10.74 6
1998 1191 9 11.51 10
1997 11.33 ’ 10 11.31 10
1955 11.40 18 11.12 17
1965 11.58 26 11.44 13
1894 11.21 27 11.24 24
1893 1148 2% 11.37 74
1592 12.06 -] 11.99 .}
Seurca: SN Financiol
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Return Spreads Tightening

Figure 19: Average Rale Case Quicomas & Relationships, 2005-2009

. Yield on Yield on
Allowed 10-Year Spread Moodys Spread
Year ROE  Treasury (bps) Baa {bps)
2005 10.54%  4.32% 622 6.08% 446
2006 1045% 4.77% 567 6.47% 398
2007 10.23%  4.65% 557 6.52% 3N
2008 10.35%  3.60% 675 7.40% 295
1Q09 10.22%  2.72% 750 8.23% 199

Source: RRA, SN Financiol.

!

As shown in Figure 19 the spreads of allowed ROEs to reasury yields lightened from 2005
to 2007 before widening again in 2008 and 2009. We believe this has more 1o do
with the decline in treasury yields os o result of monetory policy versus ony increcse in
allowed ROEs awarded by commissions. In fac!, allowed ROEs, while dsing slightly in
2008 have fallen back in 1Q09 1o near 2007 levels, Moreover, when compared varsus
corporote bond rales, spreads to offowed ROEs hove confinued o tighten since 2005 and
os the copital cycle began in 2007, Spreuds of ollowed ROEs to corparate yields have
tightened krom 446 bp in 2005 jo 197 bp in 1Q0%, u norowing of 247 bp [55%).
Overall, allowed ROEs are mose correlated with corporate bond yields over fime than with
freasury yields.

Figure 20: Allowed ROEs vs. 10 Year Bond Yields

Actual Indicated ROE
Alipwed ROEs . ¥Y=a(.5302x+0.08458
R*=83%
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Source: SINI Financial, Federcl Resenva, Barckrys Copilal estimates.

in 1,359 coses since 1980 the overoge culcome hos been SO bp greatet than the 10
year freasury yield with o stondard deviation of 106 bp.  Our regression analysis shows
that applying a 0.5302 multiplier o the 10 year vield ond adding 845 bp results in an R?
of 83%. This would hove implied o 10.39% allowed ROE in 2008 versus the ccual
allowed ROE of 10.35%.

s |
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Figure 21; Allowed ROEs vs. Corparate Bond Yields

20.0% - . Actual Indlcated ROE
i Allowed ROEs Y = 0.5653x + 0.0694

o R*=89%
-

% Return

Avarage spread &lnce 1980 Is
2.0% 4 ' 273 bp +/-408 bp.

Source: SNL Financiol, Federl Reserve, Borcloys Copiiol #stimates,

‘ I In the some period since 1980 the avercge culcoms for allowed ROEs has been 279 bp
higher than the Moody's Baa Corporate Yield with a stondard deviation of 106 bp., Qur
; - regression onolysis shows thot opplying o foctor of 0.5653 to the corporate bond yield
' and edding 694 bp resulls in an R? of 89%. This would hove implied an allowed ROE of
11.94% in 2008 versus the actual ROE of 10.35%.
[

Regulatory Lag on the Rise

During pericds of 1ising copital expendivres and rcie bose os well os rising costs, ufilifies
with historic lest years connot hully recover those dising costs over fime. Thot is, dufing
perlods of free cash flow deficils, revenues meont to offset depreciation, capiial, and
operating costs, for uiliies with historic test years are often delayed versus fhe actual
incurrerice of these costs due o the review process. - Figuie 22 shows the historicol
relutionship belween regulotory log and predividend free cosh flow. We have adjusted

pre-dividend free cash flow Jo be presented consistently in 2008 dollars using the GDP
deflotor.

20 July 16, 2009
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Figure 22: Regulatory Lag Throughout Capital Cycles, Historical & Projected
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The relstionship, with o two year log between the pre-dividend FCF ond the ROE gap, has
been well correlated with an R? of 74%. Qur regression analysis is shown in Figure 23.

Figure 23: Pre-Dividend FCF vs, ROE Spread
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This relationship indicates that utiliies ecin 176 bp below their ollowed relums twa years
hence from @ breakeven FCF. Each $1 billion in FCF varance alters this regulatory lag by
opproximotely 11 bp. We project negative but improving FCF deficits versus 2008 in
2009 thsough 2011, and ancther improvement in 2012 ond 2013, This would lead to
pojected earned ROEs belween 7.5% and B.0% through 2013. Correcling for the

. overage discrepancy beiween owr projections ond actul ROEs since 2005 of 73 bp

would lead to projected eomed ROEs of between 8.2% ond 8.75%.

]
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Figure 24: Historical and Projecled ROEs
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The Capital Cycle Covld Cause Risk Premiums to Rise
As FCF deficits hava increased, this hes in tun increcsed balance sheet sirain, regulotory
scrliny, and execuion risk. invesfors may, as a result, demond a higher risk premium. -
We coleulated the historical implied equity risk premium for the ufilifes sector as follows:
Equity rsk premium = earnings yield - 10veor bond vield lrisk free rote). Figure 25 shows
the historical FCF deficils or premiums adjusted fnto 2008 dollars using the GDP deflator
and the equity risk premium.
Figure 25: Risk Premiums Throughout Capital Cycles, Historical & Frojected
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Source: FactSel, Edison Eleciric Insinte, SNL Financial, Federal Reserve, Barckays Capital eskmoles,
Regressing the equity risk premium vessus predividend FCF deficits, with o two year lag
displayed o strong relationship with an & of 78%, as shown in Figure 26.
July 16, 2009
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Know Thy Regulatar

Figure 26: Pre-Dividend FCF vs. Risk Premiums
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Based upon this regression relofionship we would expedt fo see risk premiums spike to the
ared of 13.5% by 2010 versus the 3.17% seen In 2008, before moderating In the 1 1%~
12% areq from 2011 1o 2013. Reftumns should move lower with the increase In equily risk
premiums.

The increasing importance of regulctory leg and dllowed retums throughout the capifal
investment cycle increoses he volue of a ulilily's governing regulatery district(s]. Conlinuing
the tend that we have seen historically, the more favoroble regulatory disticts
{conesponding to lower costs of copital} oie clustered in the Southeast ord upper Midwest,
while the more difficult jurisdictions fond higher costs of copiial) are typicolly locoted in the
desert Southwest und Morheost, We poini 1o six key melics that we believe best bound
the risks inherent in particular jurisdictions, and correspond closely to the differences we see
In the relative cost of capilal from region fo region. A more detailed differenticfion of these
meirics can be found below. '

&  Elected versus Appoinied: Elected commissions have a greater incentive to be focused
on end user prices above cost of capiicl. Appoinfed commissions hove o buffer to the
éleciorate and con ocl in @ more judiciol manner.

B Rules Mechonism: Hoving cerain nles in ploce ollows for more consistent, fimely,
and fransparent regulation over jime. Fealures we assess in this catedory are: Test Year
Period, Fuel Clouses, Non-Fue! Spending Trackess, Siatutory Decision Limils, Formal IRP
Processes, CWIP vs AFUDC, and Decougling mechanisms,

B Allowed ROEs: A ranking bosed on the last five rafe case oulcomes relative o 10
yeor Treosury levels. Included decisions go bock os far os 15-20 yeas.
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W Seile versus litigote: Setlement oflen works out in o better cuicome for all parties and
censequently eams the stale o better raling.

B Rale levels: The higher the rale, on o elative basis, the greater the difficully to rofse it:

. : lower absolule rates get o better ronking, as they are less prone o ofract customer
pushback.

W Subjective Investor Friendliness Rafing: Based upon three main factors: o track record
for recching decisions that ore well defended ond within the bounds of tesiimony; staff

repulalion, professionalism, ard influence; and obilily to recognize and address
emerging irends,

These six criteria are equabweighled and receive a value of 1 to 2, with the smalles

number representing a better ranking. In the Appendix we have provided our refing
details, state commissioner and staff conlact information.

l While the broad geographical frends of construclive reguloion and perceived investor

friendliness continve to hold, we have seen scme important positive developments in

specific siales thot we think are worh noting. In each stole fhese is o specille regulatory

I convention jor sevetal} that can be pointed io as driving the significant change in the last

: yeat — such os Ohio fincorporation of fuel clovse into regulatory schema), Colifornia (bond

indexbased ROF tracker mechanism), Florida construclive rate case oulcomes In last six

l months, despite difficult econcmic conditions], New Mexico {passed o forward test year

_ wie!, and Michigan forward test yeor, file ond implement les and pre-determinalion for
lorge Investmenls).

A Recap of Stuate Rankings

We rank the FERC os “above fier 1° given ifs regulafory refum ollowonce history,
appeinted nature, tnvestor friendliness, and policy direclive, In cur 2009 rarking, the fop
six jurisdictions ate Kentucky, Wyoming, lowa, idoho, Morth Caroling, and Florida.  The
bottom tier consists of New Mexlco, Montana, Arizona, Conneclicut, Rhode Island, New
York, and Maryland. The jussdictions thot diopped one tier from 2008 were Colorado
{from tier 1 io tier 2); Arkansas, Indiana, South Cardling, and Wisconsin {from fier 2 fo fier
3; Mississippi, Pennsylvania, and Vermont ffrom ter 3 to fier 4); and Conneclicut,
Marylond, and Rhede Island {from tier 4 1o tier 5). Missouri dropped o liers fom last
year {from tier 2 to tier 4}, lursdickons thot moved up two tiers from last year ware Florida
ffrom tier 3 1o Her 1) and Michigan Jfrom fier 4 fo fier 2). The Jurisdictions thot moved up
one tier were North Carcling {from fier 2 1o fier 1); Celifornia, Minnesota, Ohie, and
Texas ffrom fier 3 to lier 2); Minols and West Virginia {kom fier 4 1o fier 3); ond New
Hampshire ffrom fier 5 to tier 4).

24 July 16, 2009

ATTACHMENT D - 24



Lulities
Figure 27: Tiered State Regulatory Rankings
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Source: SNL Financial, Boeeloys Copiiol estimotes.

Figure 28: Relative Price-to-Book Valuation of Electric Utilities by Region
(1986-Current, weekly)

Price/Book Relative

Region . Ratio PIB Value
Southeast 1.67x 12.0%
Md-Aflantic 1.68x% 11.6%
Midwest 1.67x 11.4%
Plains 1.52x 3.1%
West 1.50% 1.3%
New England 1.33x -10.6%
Southwest - 1.07x -28.8%

Scurca: FociSet, Barclays Capilal

We have onecdotally befieved, ond been told by Southem Company for sume fime, thot
customer ond shoreholder interests are dligned thicugh regulation, This is the result of o
feedbeck loop by which uliliies thet keep prices relatively low, and service ond reliability
relatively high, receive conskuctive tegulatory ouicomes. In tum, thal company enjoys @
fower cost of copital, and con offord the investment necessory to keep prices low and
refiability high. In an oftempt to assess this theory, we review the infersection between our
regulatory rankings, cosf of capital tendencies by reglon — as measured by relalive price to
bock, and customer safisfaction according to D Power & Associates. Figures 28 & 29
fully support our view thot positive ond constructive regulation relnforces good uiility
perfermance and perception,
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Figure 29; Customer Satisfaction, by Quinlile
"State RanKing AVG. JD PoWer Ranking
Cluintiles fout of 1,000)

1st Quintile . 704
2nd Quintile 684
3rd Quintile 666
4th Quintile 661
5th Quintile 855

Sourca: JD Power & Associates, Barckays Capial estimates.
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Pending or Likely Regulatery Proceedings
Allegheny Energy {AYE)

West Virginia. ‘We expect AYE's relurns in West Virginia to improve by $55 million in” pre-
fox margin by 2011 for o 9% ROE which would odd $0.20 per share. The company
could file o base rofe cose in 3Q09 o 4Q09. As a reminder the lagt full rate case

decision wos in May 2007 when the company received a 10.5% allowed ROE on
46.1% equily rofio,

On 7/10 the company fited for on interim fuel adjusiment rider in West Virginia of $82M,
The company esiimoted first half 2009 underrecovery of $82M versus $137M estimated
in lost Fall's decision for the full year 2009, AYE requested o decision on interim recovery
by Cclober 1, 2009, AYE expects o file the arnual fuel cose by September 1, 2009 for
rales sffective January 1, 2010. We expect ull or close fo full recavery for AYE,

Pennsylvamio.  In Pennsylvonic, West Fower confinves 1o procure power supply for the
2011-2013 period with the nexi cuction resulls likely Oclober 16 [o few days following
the bidding]. As planred this auclion covers 1.8 Mwhes. The overage procurement
price In the we auctions to date for residential cuslomers is $72.24 /MWhr and for small
and medium norrresidential it is $75.40/MWhe. So for 25% of a required 30. 2MMwhrs
hos been procured.  Overdll, we have assumed AYE gets $69.50/mwhr en 75% of ils
Allegheny Energy Supply ouiput and $44/Mwhr for the bolancs, Every $1/MWhr
overall o Alfegheny Energy Supply is $0.125/share.

Under o July 2008 order YWest Penn Power customers can phasedin a rale increase over
25% for three years. We do noh exped rolecap extension legislotion fo be enacled
although- there hove been bills proposed which range from being repelitive of the rate
mifigations plons in place to rote cop exension bills similor to those from 2008, Pleass
see our possage on PPL Corporation for additiondl details,

PATH. The company has already received FERC opproval which includes o 14.2%
allowed ROE an the $1.2 billion [oinl profect with Amesican Eleckic Power. Filings for
opproval have been made in Mondand, Virgioic and West Virginio. In Virginia the PATH
hearings are set for August 34 and the evidenfiary hearing is Jonvary 9. We expect an
outcome o this process by mid-2010.

Alliant Energy [LNT)

“lowa Power and Light Eleciric Generdl Rate Cose

towo Power and Light (I} filed its refall eleciric generdl role case in lowo on March 17,
2009 based on a 2008 hisiorical Jest period.  The key drivers for the filing include
recovery of investments in relichility and emissions conrols, anficipated increases in electric
ransmission service expenses, and refirement plan costs, krown changes in setall electric
demand, and expenditures associoled with the 2007 winter storms and severe fiooding in
2008. Rote chonges are implemented In two phases with intesim sates effective 10 days
alter the filing {March 27] and final rotes effective approximolely nine months later [if the

. ]
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cose is fully figated). IPLis requesting an 11.4% ROE dithough nlerim rotes will refiect the
current allowed ROE of 10.7% on 49% equily on a rate base valued at $1.875 billion.
Also, $84 million of the foied $171 million revenue increase request hos been reflecied in
base rates effective Morch 27, 2009, subject to refund. The Consumer Advocate Division
of the Department of Jusfice and any intervancts are scheduled to file testimany on or before
July 17, 2009, with rebuttol testimony due on August 21, Assuming the case the cose is
tully liigated, o hearing is scheduled cn Ociober 5, with o decision and new rates
implemented 1Q10.  Setfement discussion will occur duiing the rofe proceeding.
Prospects of the setilement are unknown af this fime, olthough lowe has o demonsirofed
history of setfement in tate proceedings. The company plons to file another electic GRC
early in 2010 with the same implementation timefrome, in erder to recover $425 million in
wind and 3195 million in environmental contrels.  Should UNT not receive o fransmission
N rider in the currenthy-pending GRC, this would olso be a diiver in nexd year's case.

Wisconsin Power and Light Electric and Gas General Rate Case

Wiscensin Power ond Light {(WWPL) filed ifs retail electric/gos generol rale cose with the
Public Service Commission of Wisconsin on Moy 8, 2009, WPLs filing is bosed on ¢
2010 forwardlooking fest year with a requested ROE of 10.6% on a 53.5% common
equity component on an average raie base of $1.362 billion {electrict plus $0.212 {gos).
WPL is seeking o lotal of $97 million role Increase, comprised of an $85 millien retait
electric increase ond a $6 million increase for gas service. WPL projects lower combined
revenye deficiency in 2010 of $133 million {11%) in present revenues. Drivers of WPL's
rate request include $36 million due fo lower retail eleciric and gas sales, net of fuel, with
the unrecavered portion i its revenue deficlency to come from continued cost reduction
elfforts and defercls; $30 millien for relurn on CWIP relaled to Bent Tree Wind project;
working capital of $21 million and other of $4 million. WPL expects new wtes to be in
place 1/1/2010,

Ameran (AEE)

Ameren filed their lllinois rate case on June 5 and we expect a fillag In Missouri later this
year both moinly fo reduce regulatory lng. The combined W electric request is $181 miflion
with @ ronge of 11.75%-12.25% using a $2.4 billion rate base for the test year ended
12/31/08, The combined Il gos request is $45 miflion with o range of 11.25%-
11.60% using a $1.0 billion rate base. The liled copital struciure calls for en equily
content of 44%-49%. '

AEE positioned the fling against a drop in the commedily side cf the bill which has
declined significontly since the lost adjusiment. Under the propased eleciric incrense the
average I residenticl electic customer will pay $59-497 more per year [ossuming
10,000 lwhrs| depending on the subsidiary and the averoge gos customer $38-$60 per
year lassuming 785 therms). The sovings from the latest electric supply adjusiment is a
$100 sovings per yeor for the average residentiol eleckic cusfomer,

R
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The 1L filing is mairly to reduce regulatory log and AEE comments thot mare then 77%

15173 million) of the rate increuse request relotes 1o construction, operation end

mainfenance of the delivery system. The company's estimoted 2009 Il ROE is 6% and

every 1% is $25 million predax. Our EPS estimates are $2.83 for 2009 and $2.70 for

2010 with the It viililies contributing $0.53 in 2009 ond $0.60 in 2010. Guidance for
the 1L uiilities is $0.40-$0.50 for 2009.

We olso fook for o filing from AEE in Missouri loter fhis yeor to reduce regulntory log ond -
sesking o relum on environmenta! investment. The company expects lo undereom in
Missouri in 2009 with o 7% ROE, As o mle of humb o 1% chonge in ROE is werh
approximalely $50 million of revenues in Missourl. We eslimale thot the company earns
$1.25 in Missourt relative 1o the company’s wnge of $1.15-$1.25 for Missouri for
2009. The Misscuii case filing will include a Hiing for the environmenial rider which
includes o recovery on investment that Includes nonfuel aperations and mainienance
spending.

American Elociyic Power {AEP}
AEP East

Appalachian Powar Company {APCo} has maode its foudh environmental and reliability
{EAR] filing In Virginla on May 15, covering the expenditwes meds In 2008, This filing
asked for $41.6 million, with recovery expected fo bagin in Jonuary 2010, Intervenor
testimony is due on August 27, APCo tesiimony Is due on Seplember 10, rebuttal testimony
on September 21, and heorings begin on Oclober 1.~

In West Virginia, APCo continues in its expanded net energy cost [ENEC) filing, which
requested o $156 millicn recovery in Febmary 2008 before the West Virginia Public
Service Commission [WVPSC.] The ENEC filing is essentially o beefedup fuel filing thol
incorporates fusl, purchased powes, offsystem soles credits, etc., and should typically result
in no change lo eomings given that the Hlings simply sesk lo kveup the regylatory

recoveries with actual incurred costs. An arder Is expecied in this matter by September 30,
2009,

AEP confinyes to seek approval to build a 629 MW IGCC plant of ils Mountoineer site in
Mason Counly, West Virginia, although the cunen! economic and credit morke!
environment moke this project o luxury not likely to be pursued even if approved. 1t
currenfly stands in limbe In Wesi Virginio, ofter being denied In Virginio.  However, the
corbon copfuie ond sequestotion (CCS) invesiment confinves fo move olong af the curent
Mounivinges site, with AEP expecling operation by September 2009 on @ 20-30 MW

porfion of the plont. {f successh!, the project would sequester 100,000-300,0C0 fons of
CO2 per year.

AEP's most imporant fillng in Virginio was made on July 15 as APCo's role cuse request
was for a $169 million revenus increase, based on 44% equity and o 13.35% ROE. The
liling ts preliminary, in our eslimolion, because APCo will likely have io adjust the rate case

s |
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test yeor and equily struciure periods to reflect the ruling just handed down by the SCC
related fo Dominion's DVP subsidiary. We expect a modified filing by the end of the
summer. Intsrim rates would be effective by December 12, 2010, With AFCo's curently
approved 10.2% ROE, actuc! sarmed ROE below 8% in 2008, ond likely to be below 6%
in 2009, there exisls o good possibility of rote relief through this process. We expect the
iote case will be effeciive for substonticlly aff of 2010,

AEP West

AEP's Sauthwester Electric Power [SWEPCo) unit filed o general base rote case before the
Ackansas Public Service Commission {APSC) on februory 19, The cose {docket # 09-008-
U) requested o 353.9 million revenue Increcse premised upon $608.9 million of sate
base, a 35.48% equily shuctute, and an 11.5% ROE. The $54 millicn increase inchides
$28.7 million associated with a generction recovery rider. Rebuttal tesfimony Is due on
Juby 24th, stalf and infervenor susrebutial lestimeny is due on August 18, ond sursurrebuttol
tesfimony is due on Augest 25. Hearings ore sloted jo begin on October 20, with o final

decision expecled in December. Through 1Q, [TM eamings af SWEPCo produced about
on 8.7% ROE.

SWEFCo is curently in consieuction e the |. lamor Stall plant ~ a 508 MW combined
cycle gas plont ot s Arsendt Hill site. The site received is finol regulotory approval from
Arkonsas In June,  AEP estimates the plant will cost $348 million, and be operational in
mid2010. SWEPCo olso hos been building the john W. Turk plont — o 600 MW <ol
plont in Ackansas. Construclion began in lote 2008, with o revised cost of $1.6 biflien
{$1.2 billicn expected far AEP, which will own about 73% of the planil, and the plant wos
expected ondine In 2013, As with all cookplant proposals, AEP has encountered confinual
resistance from several porfies opposed fo the plant.  Most recently, and dffer losing o
challenge in the Federal court system before the 8* Circui, the Hempstead County Hunting
Club 15 suing the APSC in an alempt to reverss the commisslon’s cpproval of the plant,
Thot choflenge before the Arkansas Court of Appeals wos successful, with the coudt
revoking the pemit gronted by the APSC, citing poor procedures followed by both the
APSC and SWEPCo. SWEPCo has anncunced it will appeal the rling io the Arkanses
Supreme Coun. Dates around ¢ final arder are uncertain, It is confinuing construction of
the plant while the appeal proceeds.

An oppeal of the air permit is alto pending belore the Akansas Pollulion Conirol and
Ecology Commission, with-heatings concleded in midjune. Parties have untl August 21 to
file posthearing briefs, with rebutiol brieks dve by September 11, Following tha! = under ©
on uncerain timefine thal could 1oke weeks or months — on Administrative Heoring Officer
will moke o recommenddlion to the Ecology Commission, which will then hear orcl
arguments and rule accordingly at one of its meetings.  From that point, the wling could

then be appealed through the sate court system in Arkansas. Final US Ammy Corps of
Engineers approval is pending as well,
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We expect the Stall plant will be built, but ore less songuine about the prospects for the
Turk plont kom here. Given AEP's multiple cptions fer capitol allocation, we don't see o

meaningful Impact on their abilify to grow eamings by the 2%-4% they've guided 1o 0s o
result of the Tuk niling.

AEP Ohio

In March, the Public Utitiies Commission of Chio [PUCO] niled to approve an electic
security plan {ESF) for AEP's Columbus Southern Power {CSP| and Ohio Power (OFCo)
subsidiories. The mling allowed for average revenue increases of 7.5%, 6.5%, end 7% in
2009, 2010, and 2011, respeciively. The ruling also alfowed for clause recovery of fuel
expenses, and explicifly included catborrrelated costs within the fuel clause. Fuel balances
in addition to the cllowed rate Increoses outlined chove will be deferred, with the bolance
{phis camying cosis] to be recovered from 2012-2018. The PUCO dernied distibufion
rale incseases outside of the grid SMART odvanced metering progrom, anticipoting thot AEP
Chio will file ¢ seporate distribution rate case to address these other Items.

Cn the molter of evalucting whether AEP and iis peer ufiliiies would pass or faif o
significanily excessive eamings fest [SEET) os laid cut = but for which no specifics have
been esgblished — by legislation, the PUCO will convene workshops in the coming
monihs. A decision on the maiter is expected in mid-2010.

The ESP process is currently under appeal fom both AEP Chio ond some Intervenos. A
wiling on the appedls is expecied imminently, olthcugh we do nol expect @ materiai
difference to the March order that would distort earnings expeclotions in o meaninghul woy.

AEP Transmission

AEP is involved in several octive honsmission prolects, os oullined in Figure 30.

Figure 30: Summary of AEP Transmission Projects

Estimal st Expacted in
Rame Length _Technclogy Parther n rriitions Seryica
Electeic Transmission Texas {ﬁ NA HERY | WAMencan (09 404 2013
WR(50%) & .
Prairle Wind 230 mies 765 kV MidAmerican (25%) $800 832014
OGE {(50%) &
Taligrass 170 mdes ®EKY  MidAmerican (25%) $500 M043-204
PATH-WV 275 mias 75KV AYE (50%}) $1200 - 2014
Pionesr 240mles 785KV DLK (60%) $1.000 2015

Source: AEP Company Preseniations

The ETT projects involved several short lengths of line, as well as substation upgrades, and
so quantifying a distance is challenging. Thot said, of the projecis that can be guantified
in such a way, AEP is involved in over 900 mifes of new construction, at o tofal cost of
cbout $3.7 billion.  AEP's share of that cost should be about $1.6 billion, suggesting «
potential Incremental $0.15-$0.20 of EPS beween now and 2015, tocking further
chead, AEF Is considering on odditional 4,000-6,000 miles of konsmission spending, by
our estimates. If these projects were oll fo come 1o reolizotion, #f would repiesent an

S
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additional $0.80-$1.00 of EPS. Undarstandobly, the markel has not been Inclined to
pay for this longesterm optiondlity, but we think t's clear thot the morket is also net curently
pricing in even the currently aclive tronsmission projects in AEP's stock price.

CMS Energy (CMS)

CMS, under its Consumer's Energy subsidicry operofes a regulated electric and o
reguloled gos ulity within mos! of the state of Michigon excluding the “thumb” portion
surrounding meto Defroit. Al CMS's tronsmission assels were legolly separated and then
sold off. They now ate owned by fTC Haldings, Inc. under that company’s METC
subsidiary.

Michigan Legislafion

On Seplember 18, 2008 the Michigan legislolire passed legisiafion that moved the
siele’s regulotory stucture away from a hybrid to o more My regulotled model.  The
leglslotion was subsequently signed by the Govemor. The legislation insfited o
renewable energy siendard In the siote of 10% by 2015 and insfitutes energy efficiency
goals whete program costs are fully recovered and incentives are awarded for bealing
targets. The cash collection frem customers for these progroms is collected at a level rate
over 10 years while the revenues ore bocked os the cosis ore Incurred dllowing the
company fo over collect on a cash basis In tha ecrlier years and under collect in the later
yeors. fudher, this mitigales role shock ond the need for confirugl rote increases by
allowing the programs 1o go inio ploce with @ one fime charge to customer bills.

Further legislation included a forword test year ond @ file and implement rule which allows
for the selfimplementation of rales 180 days afier filing if no commission dectsion has been
made. ‘The selFmplementation will then be modified and tued vp or down with interest if it
Is nct in line with what the Michigan PSC eventually approves within the 12 month statutory
firme limit. All of thess measures will work to significantly miligate regulatary log, allowing
the company to earn closer to its cllowed ROE. The legislation also caps cuslomer choice
of 10% of load meoning infrostructure investments of significont size con be mode with
confidence that the customer base will be there in future years. Further, ihe legislalion also
created o Certificole of Need {CON} process whese projects costing more that $500
million are preapproved lor recovery by the commission. Interest costs of the projects

would be recoveted during consiiudtion ond the remoining costs would be recovered upon
project completion.

Eleclric Rate Case

On November 14, 2008 the company filed on electic generdl rate case in Michigan
under the laws possed in September referenced above. The requested Increase was fos
$214.5 million premised vpon a regulolory eccounling equily rotic of 40.88% apglied lo
o 12 month overage 1ate bose for the period ending 12/31/09 of oppioximately $6.3
billion. The requested allowed ROE wos 11%. On April 27, 2009 the Michigan FSC
siaff recommended a revenue increase of obout $74.7 miflion premised upon a 12 menth
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average rate bose for the period ending 12/31,/2009 of about $6.0 billion, an equity
totic of 40.51% and an dllowed ROE of 112,

While the headline metrics of the staff recommendafion ore generally in line with the
company's request the operafing expenses were whese there were major differences. The
siof, according lo the company's statements on their first quarier earnings conference call,
vsed some partial year data for 2008 copital expenditures and interpreted it as full year
dota. Furhermore, the stoff had used historical expenditures ond opplied a CFl facter to
them lo project forwerd year expenses, This is in fact nof representative of the amounts the
company intends to spend on either an O8M or o copex basis. Since the Michigan
legislotion calls for the use of o forward test year, and the final commission decision is not
due of expecied unlif November, three-quarters of actual data for the 2009 year will be
availoble fo determine how close octual aumbers ere In line with CMS's forecast versus the
stoff's recommendation.

Under the low In Michigan, consumer's can sellimplement roles six months afier a filing if.
no commission decision has yet been made. The Association of Businesses Advocating
Tauiff Equity {ABATE) of Michigan filed a motion with the commission which asked io hove
the selFimplemenlation by the compony siayed. The commission hecrd the motion and
decided, according to the. low that the sellimplementation could go forward.  Aher this
niling consumers selimplemented @ $179 million revenue increase versus the roughly
$215 million request, effective as of May 14, 2009.

Gas Rale Case

On Moy 22, the compony filed o new gos gererol rale cose in Michigan under the
curtent law the company will be allowed fo sellimplement sotes in six menths, on or after
Oclober 22, 2009. This is imporiant from o secsonal timing perspective as if will allow
for new rates to go into effect prior fo the next winier heating season. The rale increase
request is reguired under the low lo be cdjudicated by the commission within 12 monihs,
of by lhe end of May 2010. The request encompasses o $114 million revenue increase,
driven mosfly by rale base growth and a declining sales foracost.  Further, the retun
component of the revenue increase request is premised vpon a 12 month average rate
base for the period ending 9/30/2010 of approximately $2.9 biflion. Applied to this
rate base were a regulatory occounting based equity wtic of 41.07% and a tequested
allowed return on that equity podion of 11%. Fudher, as part of the general rate cose the
compeny requested o sales decoupling mechanism, and autemaic trackes mechonisms for
beth uncollecioble and pension expenses. -A prehearing was held before the Michigon
Public Service Commission on June 24 2009 1o se! the schedule. The current schedute fn
the case calls for siaff and intervenor leslimony on October 22, 2009, rebultal testimany
on November 16, 2009, and hearings schedule for the weeks of December 14, 2009
and January 4, 2010, The cuirent targeted date for o final decision is May 22, 2010,
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Constellation Energy (CEG)

In Morylond Consteliciion Eneigy lost #s oppeol on july 2 of the Public Senvice
Commission’s decision o iniiale ¢ public interest review of the proposed nuclear foint
venture with Eleckicite de Fronce s it wos found to be prematwe.  We expect an
cutcome later in the scheduls of the public intetest proceeding where the PSC has agreed
o take action on the cose by September 17 which would be cansistent with the company’s
closing timeline.  To close the Wonsoclion approval is ofso tequired from the Nucleor
Regulatory Commission. Hearings begin August 19 and end August 25.

Figure 31; Schedule for Public Interest Review of Proposed CEG/EDF Nuclear J¥

Pate Acticn
August 5 Reply Taslimony due from parlies other than CEG, BGAE, and EDF
August 13 Rebuital festimony filed by EDF, CEG, and BGAE end served on other parfiss
August 14 Discovery requesies due on rebutial tesiimony
August 17 Responses io posi-rebuttal teslimony due
August 18.25 Heerings
September 2 Afl partias fle brisfs

Source: Maryland Public Service Commitsion

Accerding 1o the june 22, 2009 Balimore Sun arficle "Dect Merits Scrutiny,” the State sent
CEG a seffement propesal on lune 2 seeking “shod and longlerm role relief, o
commilment lo green lechnologies, ringfencing to protect BGE kom Consiellation’s
speculative financiol dealings, ond elimination of on $87 million cempensafion package
for Constellation’s CEQ". We expect a recsonable culcome 1o be recched os we expect
that the State clong with the Comemission suppor the fransaction,

In the event the ransacticn does not go hrough we expect Bollimore Gas & Electric fo file
o role cose. We do not ossume o role cose in our forecost cumrently which is an 8% ROE
in 2010 {$1,83 bhillicn in equily) on on esimated $3.7 bilion in elechic ond gos
distribution rate base ot yearend 2010. f the 2010 eorned ROE wos a more reasonable

10%, we colculate it would be $0.19 per share accretive 1o aur $3.54 EPS 2011 EPS
estimale.

Consoclidated Edison [ED)
ConEd NY Electric

On May 8, ED filed for a threeyear electric rate plan proposing level onnuol rate Increases
of $695 millicn effeclive Apil 1, 2010, 2011, ond 2012, respectively. The filing reflects
an 11.6% ROE and equity ratio of 48,2% on o rate base volued ot $15.6 billion (os of
March 20113, $16.9 billian {March 2012}, ond.$18 billion {March 2013, The filing
also includes an allernclive propasal for a oneyear $854 million increasa, teflecting @
10.9% ROE, indluding property taxes of $127 million, additionol operating costs of §153
milion, comying charges on  odditionol infosuchre  $237  million, increosed
pension/benelit cosls of $114 million ond on increased ROE of $127 million. The
compony is requesting conlinuofion of decoupling and cument recovery provisions for
pension/bensfils, property loxes, longterm debt and environmental remediation. ED is
seeking regulatory deferral if cenain expenses exceed 4% annual inflation rate 1f the actual
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ROE is less than authorized. This filing also reflects $30 million of “austerity” measures (see
discussion below periaining o the NYPSC's pricr year GRC decision for Confid NY
electric}, conlinuing through March 31, 2011. We expect NYPSC Siaff response o the
GRC on August 28, 2009,

Cn Moy 26, 2009 ED filed for reheating of the New York Public Sendce Commission’s
{PSC's} April 24 eleciic rote case decision for ConEd NY.  In thot ordes, the PSC
authorized D a $523.4 million or 7.2% rote increose, premised on o 10% ROE and 48%
equily component of copilal on a $14.097 billion rate base effective retroactively to Apxl
1, 2009. The Commission clso authorized the company to collect an addifional §1998
million beginning May 1, related 1o a recent change to Public Sevice low that rcises an
existing 0.2% revenue fox by an incremental 1.8% on o temporary bosis. The approved
base rale revenve requirement reflects o $60 million imputed cdjusiment for "austerity™
meosures imposed. [f the full $60 million of cost savings are not achieved, ED will be able
lo petition the PSC to defer that portion of the ousterily evenue adjustment, up to $30
millien, for recavery of o later date, following the fitst yeor of new rotes. In oddition, the
Commission odopled o 2% productivity foctor cdjustment to the company-proposed test
year lobor expense level, versus ED's proposed 1% facicr. This determinalion reduced the
revanue requirement by on oddilional $11 million. ED's request for rehearing focuses
lorgely on the arbittary ond unprecedented nature of the clorementioned ousterity
imputation, arguing that It is..." without basis in the record, af odds with policies adepted
by other agencies and gavemments...and inconsistent with the longterm inferests of New
York Siafe.”

In conjunction with the rehearing request, ED submitled o plan oullining the steps it
proposes 1o lake to meet the auslerity requitements of the PSC's arder. However, the
company hos indicoted this ffing should not be consirued o indicole ogreement or
acceplonce of the Commission order. The measures to be implemenied Include reductions
in: lobor costs {$6.5 million); corporate expenses such os iravel, atiendance ot professional
conlerences, communicalions costs, industry association membership fees ($7.4 million};
copital projecis, and operations and maintenance costs [$33  millionj; " ard, other
unidentified cost reductions {$13.1 million). There is no estoblished timing or process for
this rehearing request at this fime.

On Moy 14, 2000, the NYPSC issved o separate generic arder tequiring the stote's
major eleciric and gos disiibution ulilies fo submit for PSC consideralion austerdly plans
within 30 days. These plons ore 1o cddress current and future compony actions that can
reduce or posipane discielionary expenses.  Should the PSC rule on rehearing 1o reveke -
the austerity provisions of the order, or if this provision is ullimolely overtuned in the courts,
the Commission could required ED 1o ﬁle a plan under the generic ruling, thereby effectively

) mposmg similar requirements.

We diso expect ConEd NY to file a gos GRC this year, with new rates effective Cctober
2010.

W
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Orange and Reckland Utilities, Inc,

ED subsidiary Oronge ond Rocklond filed o $17.8 miflion ges delivery rale incrense on
November 24, 2008, effective Movember 1, 2009. The increase is bosed upon an
11.6% ROE and 48% equily on o role bose volued ot $261,8 million. On March 27,
2009 the NYPSC Siolf recommended that the Commission guthorize a $10.1 million rate
increase bosed upon a 10% ROE and 48% equily componenl of copilal on o $275.8
miffion rote bose. OB8RK's most recent gos rate decision come in October 2006 when the
PSC adopted o threeyear rate setffement providing rate Increoses of $12 million, $0.7
million, and $1.1 milion on November 1, 2006, 2007, and 2008, respectively. These
increnses ullimotely were levelized with the use of defersd occounting, whereby increcses
of $&.5 million were outhorized in each of the first wc years, with an addiional increase
of $1.8 million authorized in yeor three.

On June 30, 2009, Qrange and Rockiond, Stoff of the Department of Public Service, the
Consumer Protection Board, USG Carporation, and the Small Customer Morketer Coalition
filed @ Jein Proposal with the Commission in Oronge and Reckland's gas bose rote
cose. The Joint Proposol sels forth @ setlement of ol outstanding issues in this case. The
only cctive parly in the case nof joining in the Joint.Proposol is the Town of Romopo. The
Joint Propasal, which is subject to the review and approval of the Commission sets forth o
threeveor gas rate plon (November 1, 2009 through October 31, 2012} for the
company. The Joint Proposal provides for gas rale increases of $12.8 milion, $5.2
millicn end $4.5 millon effecive November 1, 2009, 2010 and 2011,
respectively, Altematively, the Joint Proposol gives the Commission the opportunity to phose
in the bose role Increase as follows: $8.964 million effective November 1, 2009,
$8.964 million effective November 1, 2010, ond $4.626 million {in addifion o o one

fime collection of $4.338 miflion through the Monthly Gos Adjustment} effective November
1, 2001,

The foint Preposal olso eontains the fellowing major items:

B An.ossumed annual refumn on common equity of 10.4%;

B Reconcifiation of actiol pension and other postrelicement benefil expenses,
environmeniol remediclion expenses, properly faxes, longterm debt costs and certain

other expenses Io amounts reflected in roles;

B Delerral of carrying charges for distribution infrastruciure investments 1o the extent aclual
expendilures are less thon amounis reflected in rales;

W Compony may defer corying charges on up to $2 million of onnvdl incremeniol
inlefference related spending;

B Doferral of increoses In cedoin expenses above a 4% cnnual inflation rate, but only if
the ectuol onaval refum on common equily s less thon 10.4%;
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B Implemertaion of o r1evenue decoupling mechonism vsing “revenve per
customer” methodology under which cciual energy delivery revenues would be
compored, on a periodic bosis, with the authorized delivery revenues with the
difference accrued, for refund 1o, or recovery fiom, customers, as applicable; In the
first sote yeor (November 1, 2009~October 31, 2010, as on cuslerily measure, the
company will implement o 2% productivity adjusiment fi.e., 1% cbova the nomal 1%
productivity adjusiment]. Stalements in support of/in oppesifien to the Joint Proposal
were submified July 13, 2009. A hearing to consider the Joint Froposal hos been
scheduled for July 28, 2009. The Commission is expected fo consider the Joint
Proposal in October 2009,

Daminion Rescurces (D]

Daminion Vieginia Power (DVF] has made five filings before the Virginia State Carperation
Commission [SCC} seeking o nat increose of $31& million in revenves, to be effeciive

between luly 1, 2009 and jonuery 1, 2010, The filings and effective dates are listed
below: ’

Figure 32: Dominicn Regulatory Filings

Amount jE-f?ecﬂve

Request (in millions) Date
Fusl ($236) f-dul
Base Rates $298 1-Sep
Transmission $78 1-Sep
Bear Garden 377 1-Jan
Mirginia City Hyrbid Energy Center $88 1-dan
Total. $316

Sourca: Compony and regulalory filings,

The tose rate case filing scught o 13.5% RCE on 52.8% equily o the Morch filing, bul the
copital siucture DVP sought was as of the end of 2010. In ¢ subsequent ruling, the SCC
decided thot DYP's coplic! stuchie would be set os of yearend 2008. This should
effectively imit DVP to o 47-48% equily ratio. On about $8.59.0 billion of rale base, this
equates 1o about $0.09 to $0.10 of lower possible increase. In addition, the rest of the'
tole case filing will be amended based on a Sept. 2010 test yeor, os opposed 1o the 27-
month forward pericd DVP had planned o ulilize. We would expect this to impact the rate
bose requesi. The omended filing Is due before the SCC by August 3. The RCE
mechanism estoblished by Virginia low obliges the state to have a floor set by the majority
of DVP's peer ultfities in the Southeastern US using o threayear rolling averoge. The base
rotes would become affective before the finol order 1s due, subject to refunds.  The
procedurat schedule for that fing doesn't have hearings uniil Januory 2010 {see below). A
positive nole subsequent fo the recent SCC nilings noled above on rale case test periods is
the clarification thot DVP may file o rote cose of ony lime in the futwre if it feels on economic
incentive fo do so. Previously, the understonding was that DVP would be unable 1o file o

. |
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rale case for onother o years. This mitigates some of the impoct of the eardier test
periods we described above.

The Virginia Cily Hybid Energy Center, o 585 MW fluidized bed coal plont under
constuction in Wise Counly, Virginia, is designed to be carbon coptre compatible. The
plant is schaduled to cost $1.8 blllion, excluding financing costs, and should be completed
in 2012. Consistent with the ovetall requests In the role case described above, DVP is
seeking a 14.5% ROE for the plant, comprised of the 13.5% ROE reques) in the rofe case,

plus @ 100 bp adder that is allownble through a separate rider under the reregulation bill
that applies to new cool plonts.

The Bear Garden fecility 1s a 580 MW combined oycle plant o be located in Buckingham
Counly, Virginia, that was approved by the SCC in March 2009. Similar to the Virginio
City plant above, DVP requested a 13.5% ROE with o 100 bp adder for combined cycle
plans, mising the oltin request o o 14.5% ROE. This plont is expecied 1o cost $619
miliion, ond should be compleled in 2011,

The $78 million ronsmissicn increase is the result of requesling o ransmission rder [Rider T)
to encompass curent and fulure transmission adjustments, and is.net of o $227.3 million
reverws requiiement, offsel by o $149.4 million teduciion in base rotes os the fransmission

camponent is removed. This increase was approved by the VA SCC and will be effeclive
Seplember 1.

Timing for the obove open matters is oufllned In Figure 33.

Figure 33: Dominion Open Regulatory Matlers

Cise Subjpet Dafas :
PLE-Z00S 0008 Ravigor lo fuef Tactor July 9 - convhanis due
July 78 - hearlngs schedued
PUE-2002-00017 " Estabish Rider R far Bear Garden Genevating Stafien August 4- comments due
Auguyt 11 - hearings scheduled
PUE-2003-00011 Adjusiment o Kider S for Vieginta Clty Heboid Ensogy Cenler Augist 1 - comments dus
Algust 18 - hearings sohadufed
PUE-2000-00810 Redision to basa mies Januay 13, 2010 - comments dus

Jaswgry 20, 2010 - hearings schaduled
Source: Company Regulatory Fifings

In Nevember 2007, Dominion filed @ combined operaling and consiruction license [COI)
with the NRC for a third unlt at #ts Nodh Anna nucleor site. The COL was based on using
GE's Economic Simplified Boiling Water Reactor [ESBWR) design. D hos since reopened
its selection process for o technalogy al the site, ond the search is ongoing. I is cur belief
thot D will be in the fist wave of new reguloted nuclear construction, ond to thot end, we
expect a decision on a design pariner to be reached by yeor end.

|
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DBL, Inc. (DPL)
Chio Refail Rate Motters

On Febvary 24, 2009 DP&L lled a Stipulotion Agreement with the Public Utility
Commission of Ohio PUCQO] on its Eleciric Securily Plon |ESP), filed October 10, 2008,
os required by SB221. The Stipulation was signed by the PUCO staff, the office of the
Ohio Consumers Counsel, and other Intervening parties ond omang ofher things,” extends
DP&4's exdisting rate plan through 2012, adjusts its fuel recovery mechanism beginning in
2010, ond provides fer the recovery of certain SB221 complionce costs. On June 24, the
PUCO unonimously approved DPFU's pending ESP Setffement.  The opproved plan
esioblishes rotes through 2012 ond implements a fuel recovery mechonism beginning next
year. In addition, DPL will be able to continue o retcin 75% of the benefits derived from its
cool opfimizotion stralegy In 2070 and beyond. The plon further stipulaies that an
excessive camings tes! will not be applied uniil 2013,

As o member of PJM, DP&L incurs costs ond receives revenues from the RTO related o #ts
transmission and generation assels, as well as ifs load obligotions for reiail customers.
$B221 included o provision that would ollow Chio electic ulifities to seek and obtoin o
teconcilable rider to recover RTOHeloled costs and credits, On Febwary 19, 2009, the
PUCO opproved DP&Y's 1equest fo defer cosis associated with ils fransmission, capacity,
ancillory service and oiher PIMrreloted charges incuired as o member of PIM. On March
28, 2009 DPAL filed for recovery of these RTCeloted costs.  Through this fling, DP&L
proposes to eliminote seven retall riders related to iransmission and ancillory services and
replace them with a single relail rider that would incorporate alf charges and credifs trom
lhe RTO as well as the omounts appraved for deferral.  This new rote wos approved on
May 27, 2009 and went info effect june 1, 2009,

DTE Energy {DTE)
Detroit Edison

On Jonuary 26, 2009 DTE's eleckic wtility subsidiary Detroit Edison filed a sale case, their
first under Michigan's new regulolory legislotion. The new legislolion introduced o number
of constructive regulalory concepts including o fully forword test year, fileondimplement
ratemaking, predeferminalion on large scale projects, limils on customer switching, and o
mote clearly arficslated plon for renewcble constuction and spending. All of these
constructs, when combined, help Edison fo substonlially mitigate the alfecls of regulatory
fog, plocing the ufility in o suprising secure situolion with the promise of supporlive
regulation always in the background.

The power of a forword test yeor 1s demonstrated impressively in Edison's case as they are
able o recover scles declines in their service temilory prospectively. As the eleciricity
suppller fo Defiaif's “Big 3° automakers, cne can imagine that Edison’s forecost of an
approximote 8% decline in sales fsales expectation is 49,165 GWhs for the July 2009
June 2010 period, down kom the 53,600 GWhs currenfly embedded in rotes and
conesponding o $164 milion in lost revenves) is o defintle possibility. While sales
declines thus for In 2009 are wending: close fo indine with company guidance (down 6%

R
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fer the 2009 calerdar yeor at lost updatel we are wotching closely fo see how much of
the $164 million ask is echually implemented when Edison begins their inlerim rales on July
26, 2009, In eddition io the safes declines {which, in our view, will be very difficult for the
comemission lo argue with), we believe that Edison will lkely recover dll of the costs
associated with increosed pension, employee benefit, and bad debt expenses, while the
compony will likely get mere pushback on its request for recovery of inflafion and rofe base
changes, and in all likelihood will be disollowed the revenues associated with the
increosed ROE request ond O&M tied to incentive compensation.

I The procedural schedule for Edisan’s rate case started becoming more aclive in July, with
Staff and intervenor testimeny taking place on July 9, 2009, and with rebulict testimony
plonned for July 30 {shorly cher Edison's likely date of implementction on July 26, 2009},
I while o finc} order from the commission will come by Januory 26, 2010 of the absclute
! latest {Michigon's legislation mandoles thot commissions must rule on rate cases within one
vear of the origindl filing, or cates automatically become effective]. O June 26 Edison took
the first step in beginning their implemenioiion when they filed with the MPSC their intenfion
l to implement $280 millicn in Interim rates. While delails around what specific components
make up this amouni continue to be vogue, we feel that i iepresents o recsonoble jumping
off point for the compony and & good place o begin discussions with the commission. The
‘ l : staff recommendation that came out cn July 9 2009 was well below expectations, with the
stalf recommending o rate reduction of ~$4M, with on alfowed ROE range of 10.5% -
11.0% {Edison is currently allowed on 11.0% ROEL. While the recommendation wos
l surprisingly low, we befieve thal mony of the sicff's assumptions, in particular their sales
' forecast, will be found by the commission to be substantially off poinf.

Alter ries are finalized by the commission {most likely in January 2010), we expect Edison
lo continve filing rote cases back to back unlil sales declines begin to taper off, which, in
our view, is unlikely 1o hoppen until ofter the 2011 rofe cose oycle in o best cose scenarie,
As a result, Edison will be in perpetual rate case cycle for the foreseeable fulure, with the
payolf of this typlcally negative scenario being that Edison’s exposure lo weakness in the
Michigan economy will be limited to the six months immediately following a filing funiif they
ore allowed to implement inferim rates).

MichCen

While MichCon has been absent from the regulatory front since mid-2005 {due to role
moraioriums amorg ofker things), the DTE gas uiility filed o cose on June 9, their first under
Michigon's new legislalion, MichCon's tolcl osk wos $193 million, with wte bose
additions accounting for the bulk [$83 million} of ihe increase, while increases In company
use ond lost gas {336 million], a new uncollectible racker ($33 million}, lower sales ($1.5
milion), O&M [$16 million), and o higher ROE {11.25% versus the 11.0% auhorized
being $10 million of the requesti making up the balance of the request. We will olso be
watching closely the discussions around the decoupling mechanism that MichCon tncluded
in the filing.

A
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Consistent with the eleciic regulation in Michigon, we expect thot rates will be

implemented on on inferim basis in Jorvery 2010, with o final order expected by June
2010.

Renawables, Efficiency, and Conservalion Progroms

DTE hos the benefil of @ customer surcharge that will begin to flow in Seplember 2009.
This $3-$4 per month per customer charge allows DTE's uhlity subsidiaries to have cecess
to the nscessary copitd in order to meet mony of their efficiency ond environmentol
mandotes, and without the cost that would come frem Iraditional debt issuances. We view
this as very constructive for DTE,

In addition to the regulotsry mechanisras that were intreduced with the recent legislation, it
has long been befieved that Michigan is very consciously moving In the direction of full
decoupling cn the gas and electic distibution front. While fellow Michigan regulated
ulifity CMS Energy is expecied 1o handle decoupling in o separate regulatory filing, 1t is our
expeciation that DTE will address the decoupling fssue In their next set of role coses
{MichCen included o deccupling mechanism in their june 2009 filing and Denroif Edison’s
expecied Januory 2010 filing will again address the issus).

Duke Energy (DUK)
Duke Energy Carolinos

Duke Energy Carolinas (DEC] filed o rate case on june 2, 2009 with the Norh Carolina

- Uhlities Commissian [INCUC), end expecs rates to be effeciive january 2010. The filing

secks 0 $496 millico increcse In revenues, premised upon 53% equity and on 11.5%
ROE. DUK 1s achually seeking o 12.3% ROE through the cose, but has established s
revenue teques! off of the 11.5% level. These omounts are based off o $9.854 billion rate
base request. ' )

DUK's Sove AWolt program was approved via o rider mechanism, subjec! fo sefund, in
Neith Carcling.  The full issue, Incuding omount of recovedes ond the fulure mechanisems,
will be handled through the recently filed iate cose.

DEC also expects to fila o wte cose in Scuth Coroling sometime this summer, with rates

expecied 10 be in effect by Jenuary 2010,

DEC filed o combined cperating and construction licanse [COL with the NRC in December
2007 for twa new AP 1000 nuclear recclors et the Willlam Stotes lee site In Chaickes
Counly, South Carolina, Before construction {not expecled to begin in eomest uniil of least
2012), DUK is seeking both a legislative outcome in North Caroling that would aliow for
better secusity around the recovery process, as well as a pariner in construction to ease the

 financiol and risk burden of the project. These ore the early stages of the process, and we

do rot expect DUK will have o new plont built until closer to 2020.

1
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Duke Energy Chic

In Ohio, Duke Energy hos largely resolved the elechic securily plan {ESP) process that
replaced the previous rafesefling system In Ohio when the Public Utiliies Commissicn of
Ohio [PUCO] issued its finding in December 2008. Pending final oppeals to the Ohio
Supreme Coust by the Ohic Consumers’ Counsel — which we do not expect will be
successtul ~ the order allows a generation rale increase of 1.9%, 2%, and 1.2% in 20°09,
12010, and 2011, respeciively, and allows for recovery of environmental spending and
fuel costs, as well as provides DUK the opportunily to formutale I1s SoveAWatt demand
response system for further study. .

DUK also fled o distibution role increase in July 2008, which resvlted In o setfement
beiween DUK ond some paties to the mctter thot was filed on Merch 31, 2009 that
- would result in @ $55.3 million rote increase {versus an $86 million original request.} Tha

] stipulofion also ollows DUK to begin a small weathedzotion and energy efficiency program
‘I in Chic. The setloment was opproved by the PUCO on July 8, ond includes the $55.3

million increase referenced cbove, based on a 10.63% ROE.

In Indiana, DUK is awaliirig a ruling from the Indiana Utilily Regulalory Commission (IJURC)
on His energy efficiency process. Setilemenis hove been recched wilh ail infervenors except

the Cifizens Action Ceclition of Indiona. A rling fom the IURC is expecied in summer
2009.

I' DUK also continues progress towoard building its Edwordsport Generoting Station — o 630
; MW 1GCC in Indiora. The lotest cost estimate of $2.35 billion was approved by the
' IWRC in Jonuory 2009, clong with approval for DUK 1o begin work on o carbon copute
study. Construction work on the IGCC has begun, and the plant is expected to be
completed in 2012.
[

Edison International [ELX}

Southern California Edison [SCE) cparotes under a longderm cosi of copital decision put in
ploce by the Colifomio Public Utilites Commission {CPUCY, and the current decision siords
unfil January 2011, A new cost of capital case would be expecied to be filed in Aprl
2010. The current metiics cllow for o 48% equily sirechure, and on 11.5% RCE. In
addition, the California utifittes are oble to adjust their costs based on moves in the relevant
Moody’s bond index the Boa index for SCEL.  As has been noted several fimes since the
wling was mode lost yeor, ulilifies cre oble to adjust their ROE by 50% of the move in the
benchmark if the benchmark moves by mere than 100 bp. For SCE, the rext adiustment
ﬁ period occurs in Seplember.

SCE's lost rate case wos decided in March 2009, with o new case nol expected until fall
of 2010 for implementotion in Jonuory 2012, Based on the results of both the cost of
capital ond rate case proceedings, SCE's projections for rote base oad copex are befow.

R
42 July 16, 2009

ATTACHMENT D - 42



Utilittes

Figure 34: SeCal Edison Regulatory Projections

5CE Rate Base
{3 in millions)
2009E _ 2010E _ 2011E 2012 a013E

Base Case $14,500 $16200 $1B8,100 $20,800 $23,000
Low Case $14,200 $i5800 $17,200 $18,800 $20,500
ﬁwrceﬁfsmpany prosentations. .
SCE Capex
(3 in miilions) . } :

2009 2010E _ 2011E __ 2012E__ 2013E _
Base Case $3,400 $3,800 $4,200 $4,400 $4,300
Low Case $2,6800 $3,200 $3,500 $3,700 $3,600

‘Saurce; Company prasentations.

California has faily progressive energy efficiency and conservalion guidelines in place,
and has authorized an incentive siucture for the threeyear periods from 2006~2008 and
2009-2011. This sinchure oilows for o 9% incenlive eoming on the valve of energy
efficiency sovings if SCE meels B5% of is goal, and 12% if it meels 100% of its goal.
There are progress payments clong the way, and the iotal awards or penaliies for meeting
or falling shor of the gools is copped at $200 millicn. SCE's goal for the 2006-2008
period wos a $1.2 billion sovings fo customers, which cauld result in @ moximum $146
milion pretox payment to the ulility, The first progress payment, for the 2006-2007
peilod, was mede in December 2008 in the amount of $25 million. SCE expecs to
receive o $14 million-$26 million second progress payment through rates in 2010 {with -
the decision expected In 4Q0%.) While the rulemaking in this regulation is stll fairy fluid,
SCE does expect it will receive the full amount of any incentive eamings for the 2006~
2008 period by the end of 2010, with the CPUC moking o decision in December 2009,

SCE has been approved lo deploy about 5.3 million smart meters between 2008 and
2012 thiough its SmorConnect cdvenced metering progiam. The latest total profect cosls
are estimated ai $1.7 biflion, with $1.25 biflion of that amount going into rate base,
Consistent with the stiengthening trend thai we're seeing with demand response and
consevation efforts, SCE esfimotes thot this program may shave 1,000 MW of peak
demond from lis system once fully implemented. Coupled with the 1,000 MW of load
that SCE currently shoves through its existing programs, SCE oims fo reduce up to about
10% of its peak load through these demond response progroms.

Californio law compels ufiiities 1o procure 20% of thelr eleciricity via renewable resources
by December 2010. SCE does not expect o be cble to meet this standard, despite being
able fo toke advantage of builkin flexibility in the methodology that includes rolling over of
any past surpluses ond the presumplion of current enewable energy deliveries thal it may
roll forword into the curent period. There is a maximum $25 million penalty that the
CPUC moy assess in the cousse of reviewing the annuol complianice filings that SCE and its
peer uliliies are required to make. 1 is uncleor et this point how this siualion will develop,
but SCE doesn't believe it will be made to pay a penaily for its 2008 procurement.

"
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In midMay, SCE stated that if would not seek to build the Arzena porfion of the Devers-
Palo Verde 2 {DPV2) line that hos been proposed for the last few years. The mofter would
have required a rediling of the application with the Arizona commission, ond in our view
success seemed unlikely. SCE will continve lo bulld the Califernia porion of the line thai
wns from Pafm Springs to Blythe, CA. The Asizona pardion of the line was expected lo cost
$304 million, with the Colifornio porion estimated of $723 million. The California piece
should be completed by 2013.

Entergy Corporation (ETR)

ETR is in the midst of @ proposed spinoff of its nuclear business, which has been named
Enexus Energy. They obtained NRC opproval last summer, and that approval expires on
July 28, 2009. Enexus will likely sesk on extension of the opproval at thot point, and we
do not anticipate any problems. The spin was also opproved by the FERC in June 2008,
and that approval remains in effect for o reasonable amount of ime. The spin has been
hompered by pending reguiatory approvals from Vermont and New York states, as well as
a fight credil market that would weaken port of the invesiment case for the spin.

In Vermonl, there are two ilems perding: approvel for a reicensing of the Yermont Yarkee
{VY} nuclear plant, as well as approval for he license ransfer that would quthorize the spin.
The VY license expires in March 2012, and the Yermont Public Service Board IPSB) and
the Vermont legislature have roles to play in ony relicensing decision.  The legisloture will
have o grant authorization to the PSB to consider the exdension, ond then the PSB may
decide the situation on its merits. At this painl, the legislature has not granted the PS8 thot
euthority.  The legislature has been unfavorchle toward VY in the recent past, seeking o
require ETR to fully fund its fuhure decommission liabilifies at the present time ~ only to have
that bill veloed by the govemor.. Further, there is  materia] aniinucleor aimosphere in
Vermont that creates on air of uncertainty. Ulimotely, we believe the plont will be
teficersed, provided ETR is willing to replace the curent power puichase ogreement {FPA}
the! expires at the end of the current ficense period, with o new one that runs along with
the extended lfe of Ihe plant. The license lransfer siep thot is required for Enescs fo take
ownership of the plant s awaiting o final determinalion, with all necessary steps having
been completed for months. Agoin, we believe if on ogieement can be reached
regarding a future PPA, the rést of the process will unfold favorably.

In New York, the perfies involved in the spinoff matter have been in varicus siages of
seflement discussions since December 2008, with ro tesclution having been reached yel.
The siate Public Service Commission [NYPSC) process had its lost milestone in Ociober
2008, when the Alls hearing the matter ruled thal on adequoale record 1o reach & decision
had been reached. i there is no setflement, the Alls will submit o recommendation 1o the
MNYPSC, which could then wle ot its discretion.

Entergy Arkansas [EA)

The 2008 storm cost recovery effors were begun in January 2009, while ecrly 2009
siosms led to further costs incured of EA! estimated ot $120 million—$140 milflon. The
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Adkansas Public Service Commission [APSC) has allowed EAl to defer 2008 storm cosls
and to seek recovery vio the storm domage rider.  Given the unfovoroble resulls of the
2006-2007 rote case in Arskonsos, whese EAl requested o $106.5 million increase, ond
wos inslead gronted a $5.1 million wote reduction, the storm recovery process thol i

cunenly ongoing should serve os o decent borometer of the relofionship between the
APSC and EAL

EAl has dlso sought APSC approval to spend $631 millicn on ervironmenlal upgrades af .
its White Bluff coal plant. In order to comply with stafe and federal regulations by 2013,
EAl is hoping to begin consiuction by 4Q09. EAl is asking lor an APSC niling by
September 25, 2002,

Entergy Texas {ETi)

The Public Utiities Conmission of Texas {PUCT] recently approved o unanimous setllement
on March 11 that would increate bose rales by $46.7 million, ond which stipulated o
10% ROE os reasongble [the sefffement wos block box, end thus made no specific mention
of an ollowed ROE} The rates were effective os of January 28, 2009. Sepurately, ETt
had been seeking permission io either remain in the SERC segion, or join ERCOT, as part
of its trensition to compelition plan.  The Texas legislature, before adjourning on June 1,
passed 5B 1492, which perfained to ETi's membership in quolifed power regicns, and ifs
transition o competifion. This effectively forecloses o transition to competifion for the next
four years, and autherizes ET1 to withdraw its current fifings before the PUCT 1o thot effect.

Also, ETE filed for $577.5 million of storm costs, and made #s ling before the PUCT cn
April 21, Conslistent with siate lew, the PUCT hos 150 doys to rule on the amounl of
recovery and on securiizofion. Recent stoff recommendaticns would allow all but $3

million of this omount. A sefement conference is slated for July 27, with o kecring to be
held on August 3.

Entergy Gulf States Lovisiona {(EGSI)

EGSL is esfimafing that it incuned belween $240 million~$255 miflion in storm costs
associated with Humicanes ke and Gustav. Current legislotion in Lovisiano allows for
securifization of storm cosls, and EGSE should be making a filing scon. In oddition, the
commission skaff's review is engoing for EGSL's formula rate plan (FRP] filing tofoling $26.8
million for revenue increases und capacity costs,

v

Entergy Lovisiana (ELL)

Elt had been in the process of repowering its Litle Gypsy plant under a dualfuel {pet coke
and coal} process using o clrculoting fuidized bed technology, until the secent diap in
notural gos price, coupled with economic downtum, cafled info question the nearerm
economics of the $1.76 billion project. Following an earlier niling from the fovisiona
Public Service Commisston {LPSC), Eil recommended o Yongrlerm suspension of longer than
three years for the project.. In late April, the IPSC agreed, while awailing the next filing
from EL/EGSL which is due by June 20, regarding future claims and next steps regarding

.
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recovery. We think the process bears walching because Ell should, in our view, be cble
to recover invesiments clready mude in the project, despite the recent longlerm -
posiponement. In fact, this cose serves os semething of o test case for siole commissions’
willingness Io repay utililies for approved invesimenis thai have been subsequenity
cancelied or defoyed. '

ElL is olso in the middle of a stowm cost recovary proceeding, following domage incurred
by Humicones e ond Gusiav. The compony estimoles siom domoges of obout
$390million-$405 million, and expects to begin a recovery filing shorly. As noted above
wilh respect to EG5L, existing law in Louisiana already permits securitization of storm cos's.

Finally, test yeor 2006 ond 2007 FRP filings are siill under review by the IPSC, with o finc
nling in the 2006 test year issues expecied later this summer,

Curtent aftowed ROEs for each of ETR's regulated subsidiaries are below:

Figure 35: Entergy Allowed ROEs by Subsidiary

2008 Actual
Company Authorized ROE ROE
EAl 9.90% 34%
EGSL 8.0% - 11.4% 10.9%
ELL 9.45% - 11.05% 9.8%
EM - BAE%-12.24% B.S5%
ENO 11.1% {eleciric) 16.5%
10.75% {gas)

ETI 10.00% 6.4%
Soure: Canpany filings, Bardeys Capital estinales.

Exelon (.;orperuﬁnn {EXC)
PECO

The rote cop tronsifion peried ends for EXC's PECO ond ExGen subsidinries on December
31, 2010, PECO filed o defoult service program and rete mitigaiion plan {DSP} in
September 2008, ond the Pennsylvania legislolure passed Act 129 in Oclober 2008, Act
129 prescribes a 15 year honsiion lo smar melers, 0s well as requiring an energy
efficiency ond conservotion (EE] plan be filed by July 1, 2009. The EE plan requires o 1%
reduction In the expected June 2009 - May 2010 locd by May 2011, and 3% reduction
by May 2013, The Act specifies thot cosls associaled with the EE plon nol exceed 2% of
2006 revenues Iwhich were about $5.2 billion for PECO). A plan for implementing smart
meter rollout must be filed with the PA Public Utlity Commission [PAPUC) by August 14,
2009.

Mindful of requirements found in Act 129, the PAPUC approved o setflement with PECO
on Abrﬂ 16, 2009, thot ollowed for o 25-month term beginning January 1, 20173, and
ending May 31, 2013. Under the agreement, PECO will poricipote in nine procurement
processes between June 2009 and Moy 2013, with o voriety of shor- and longterm
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corteacts. The sefilement also cllows for cerain customers lo phase in rates. Finally, the
setfement allows for residentiol and small consumer classes of customers to pre-pay their
expecled rale Increases through 2010, accuing inferast at &%, and then having them
opplied to their bills in 2011 ond 2012. The first RFP process has been held alieady, with
a resuli for the 17- ond 29-month producis of $100-$102/MWh, which we believe
equates to about $88/MWh 1o the winning generalion bidders when sublraciing items
such as line losses and PA gross receipts toes. The remaining eucticn schedule, olong
with products up for bid at each aucion, is shown in Figure 36.

F:gure 36: Exelon PECO Frocurament Schedule

Fall 2008 /2412008 9/23/2008
spig2010  Ful Req”';g;’;‘s & Block 5/24/2010 5/26/2010
Faloto  FUl Req“‘;‘;‘;‘;tsamm 82012010 6/22/2010
Spring 2011 Block Energy Only 523120114 5/25/2011
Fall 2011 Ful Req“';’;“eg’;“& Block 91192011 972172011
Spdrg 2012 Block Energy Only 41162012 4/18/2012
Winter 2012 Full Requirements Orly 11812012 1/20/2012
Fall 2012 Block Energy Only 9712012 9/2012

Source: NERA Economic Consufing, waww: pecaprocurement.com.

PECO operates under an electric rale freeze until 2011, ond we don’t anticipate a
distibution rate filing there unill the post2010 issues have been clarified.

ComEd

ComEd has o formula rate fiing before the FERC io hwe up ifs hansmission costs; in that
hiling they requested o $ 16 million reduction in rates.

Regording on electric distibuion case, which ComEd would typically be on schedule to
file later this year, the compony plans to defer thai filing while it observes whot kind of
firanciol position it is in following the announced O8M ond capex culs it mode earlier this
year. A liling 15 possible in eary 2010, bui nothing is planned at this peint. Comfd
eamed o 3.3% ROE, accoiding to company filings and our estimates, in 2008, The
company was allowed o 10.3% ROE in is last rafe cose in llinois, which wos aworded in
September 2008.

FirstEnergy (FE)

We lock for FE to file @ market rate opfion IMRO) in Ohio in 4Q09. This would cover the
June 201 1-May 2013 power procurement for the uliliies. We lock for the company lo
propose two fo theee auctions this lime to layerin pricing os opposed fo the single quction
for June 2009-May 2011, The process con last 275 doys and would conclude in
4Q10.

L]
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FPL Group Inc, (FPL)
Florida Power & Light {FP&L}

FP&] filed o rale case in mid March, sesking $1.23 billion over 2010 ond 2011, The
cose requests a $1 billien increase in rates for 2010, with an odditionat $250 millicn in
2011, These amounts are premised upon a 2010 lest yecr, and o 55.8% equity struclure
ond 12.5% ROE. 1t is worth nofing that FPL also requested a reduction in its fuel costs for
2010 thot would sesult in o drop of about $2 billion in expense fo rotepayers — more than
offsefting $ 1 billion of increase that's been requested for 2010. The rate cose should have
rounds of testimony and rebuttal testimony in threugh August, with hearings scheduled for
August 24-28 and Seplember 2-4. A stalf 1ecommendation is expected in late Cclaber,

ond o commission voie Is expecled in November, with rates to be effective for January
2010.

FP&L is also asking for o $150 million storm reserve acerual, which if hopes to build fo a
$650 millicn level over time. The company is seeking @ continuation of its generalion
bose rofe adjusiment {GBRA) mechanism to reflect the expecied oddition of the West
Ceunty #3 wnil In mid-2011.

NexiEra Energy Resources

There are o couple of regulatery or legislalive developments that ore relevant for the
Nexifro piece of the bustness. in Texos, NexiEro hos been apgroved to bulld o 250 mile
345 kV Yransmission line os part of the CREZ tronsmissien bulld-out in the siate. The project
is expected to cost $600 miflion, and represents FPUs first regulated fransmission build
culside of Forida (through @ new unit colled lone Star, ILC, which is a subsidiary of FPL
Group Capital). lene Stor needs 1o file for its Cetificate of Convenience ond Necessity In
Texos; heorings are expecled in 1Q10, with a finol nling Tkely loter that vyeor.
Construction is stated for 201 1.

As hos been noled rumerous times loiely, FPL ond is pesrs in renewoble energy
development look fo be beneficiaries of the renewable liffes in the American Recovery and
Reinvestment Act of 2009 [oka the stimulus billl. The bill would allow wind generofion
access to the Investment tox credit [ITC) that's helped solar energy shave 30% off the
capitol costs of ¢ project, provided o company has the fox copecilty to enjoy it [otherwise
the benefi is deferred unfil it can be vsed). ¥ would also create an TICHike grant that
would offer a check from the goverament for 30% of capilal costs, payable about 60 days
after the unit goes into service, regardless of tox appelite. The rules for parceling out these
benefits ore expected to be codified by July, and bear walching for onyone interested in
tenewable energy development.

Great Plains Energy (GXP)

On Seplember 5, 2008, GXP filed rels cases for each of its subsidiaries in alf jurisdictions
{Kansas CHy Power ond light in both Missouri and Kansos, end Greater Missour
Operaiions in Missouril. The coses have not been caried out without surprises. On the
positive side, the Kansas stalf come out with a ROE well ahead of expeciations for KCP&L,
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but the lower equily to folal cap ratio that was suggested more thon outweighs the increase
in ollowed ROE. In Missouri, the siaff recommendalions were, os expected, very negative,
bui the setfements that were annoenced were definifely posifive surprises, in terms of how
close to the agreed upon amount was o the original ask and the fuct that sefilements ware
ogreed upon in ihe first place. The fact that is worth noling, is GXP's increased revenue
requests in September 2008 were premised upon an offsystem sales morgin bosed on o
gas deck and power prices thal are 20%-30% below current levels. Due fo regulatory rules
that fosbid on Increose i o company’s osk beyond the original request, it is fikely that GXP
will be subjected to materict regulatory log unfil the next set of rate cases ore filed and the

company is lwed up fo o power environment that more accurolely reflects the current
situation, -

While the setilements were definitely sieps in the right direction, they are portially offset by
delays associated with bringing fotan’ 1 back Inservics, causing GXP to osk for one month
extensions cf their fueup deadlines in both Missourl and Kansas, ond effectively knocking
back the expected dates for their final orders and delaying the associaled rate relief
benefils. In conjunclion with the revised procedurol schedules, GXP issued releases 1o the
financiol community with the expected eamings impacts. Management stoled that Kansas
would be a $0.07 EPS hit in 2009 {bul they expecled this enfire amount would be offsal
by additional cost cuis) und Missoliri's delay wauld be o $0.10 EPS hil.

Figure 37: GXP Rate Case Summary

Company Request Staft Recommendations Setifement Detalls
(5 in Millions) __{$ in Mhillons) $ In Miflions}
. TR EqY o Equny. |
Rate Case [zlofal: ROE Ratfio Totalj ROE Ratio
GMO - MPS 66053 10.75% 6£3.82% {348.03 9.75% B1.03%
GMO-L8P 381 10.75% 53.82% {32283 975% 51.03%
GMO - Steam J&! 10.75% 53.82% 18104 975%  51.03%
KCPL - MO | 54 10.75% 53.82% iﬁﬁf& 875% 50.85%

KCEL -KS 1654 10.75% 55.39% 1553799 11.40% 50.76%

Notes: Anounts and ROE raige (or MO based uliltlesis based upon mid-point of Slaff's Recommendation
Sourca: Company hlings and presenialions. '

The setllements thol were anncunced in Missouri defied what hos been the stafus quo for
GXP and the Missouri regulators. The ferms were a modest concession on GXP's part
refalive 1o the originol oski in both cases. For KCP&L, the company's inificl ask was for
$101.5 million, ond the seilement was for $95 miflion {310 million of which will be
reoted as addifioral omeriization], while GMO originally asked for $83.1 million and get
$63 million in the setilement, While the setfements cre siill waiting opprovdl, it is our view
that the commission is likely lo accept the agreements. The foct that GXP was oble fo sefile
ot all in MO is o step in the right direction and bodes well for the upcoming round of coses
to be filed in 2010.

While the three main cases ia Missouri (KCPEIAMO and MPS/LEP's (GMO)), announced
setlements in April and May, respectively, KCP&L KS announced their setlement on June

R
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18 2009. As has olready been aticulated, o seifement is olmost alwoys considered to be
a more desirable outcome when looked at relaiive to the fully fitigated altemolive, making
GXP's handling of their regulatory sifvations in Missoui and Konsas that much more
importont and impressive. Howsver, these regulatary successes are partially offsef by
lapses on the execution side, as was shown by the deloys in geffing lalan 1 o mest the
commission’s standard o be included In rale base. As a result, the rate case process for
the outstarding coses was delayed about o month. Rotes from the seftlement ore expecied
to be effective on Sepiember 1, 2009 in Missouri and on August 1 2009 in Kansas.

Shontly ofier implemeniciion in these cases, we expect KCP&L Kansas to file their final rote
cose {that wos set out by the Comprehensive Energy Mlan) during 4Q0%, with. filings
expected for the Missouri subsidicries during the early porion of 2010. This next set of rate
cases Is of particular Imporance due to latan 2 Hlowing into role base lassuming that
conshuction remains on schedule and the plant is ploced inservice during the summer of
2010 as expected). In eddition, this next round of cases promises to be lilled with some
fough issues around cost overruns associated with lalan 2, ond improper spending oround
laton 1's environmental rewrofits {a component of the recently filed sefilements stated that
during the next round of rate cases, up to $30 million of KCPALMO's rate base $15
million of GMO's can be challenged end disallowed if deemed imgrudent by the
commission). Firdl arders and effective rates for the next round of rafe coses are expected,
in our view, duiing 3Q/4Q for Kansas and in the beginning of 2011 in Missouri. We
expect staff festimony for the more imporfant Missourt rote cases labout 70% of the
compony’s rate base) sometime during the summer 1o earlydoll time period. A stoff decision
ypically signals the trough valuation for a regulated uillity, and i is ot this fime [pending
valuotion] that we would be most compelled to look of becoming more aggressive on GXP.

Hawagiian Efectric Industries (HE)

HE subsidiary, Hawalion Eleciric Company {HECCY, fited a general rate case on july 3,
2008, requesiing a $97 million or 5.2% eleckic rote Increase based on an 11.25% return
on equity 154.3% of copifal) on o rote bose valued ¢t $1.4 billion fer a 2009 calendor
fest year. ({This requesied increase was in addilion to an Interim increase that wos
authcrized by the Hawaii Public Uiliies Commission on Oclober 22, 2007 in the
company's 2007 testyear electric rale case proceeding owaiting a final PUC decision for
which there is not stohdory deadline. The interim increase in the 2007-testyear case was
revised on May 1, 2008, 1o $77.9 million from an initially cuthorized $70 million. )

in the 2009 testyeor proceeding, HECO requested that $73.1 million of the increase be
implemenied on on inferim basis “os soon os “precticable” ond the remaining $23.9
miiion be implemented upon the commerciol operation of the company’s Compbell
Industicl Park [CIP} generating facility {for which the expected irservice date wos Augusi
2009 ot the lims of filing). In addition lo the costs of the CIF facility, HECO indicated thoi
the proposed rale increase reflected capital investment needed to mainiain and improve
system reliabilily, end higher operafion ond maintenonce ond depreciation expenses.
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In Aprit 2009, the consumer Advocate filed testimony, recommending a $62.7 millien or
3.4% permdrent increase, bosed en o 9.5% o 10.5% ROE on o rate base valued ot
$1.259 billion thot included the CIP facility.

Cn May 15, 2009 HECO, the Consumer Advocole, and the Depariment of Defense (bt
excluding Commission Siaff} filed @ sefflement in the pending 2009 fest year eleciric 1afe
case, calling for HECO to be autherized a $79.8 million {6.2% ) hterim rate increase,
premised on a 10.5% ROE on an overage role base valved at $1.253 bilion, The
saiflement agreement represented o negolioted compromise of the porfies’ respective
positions and was appraximately 18% lower than HECO's original request of a $97
million Increase In revenues. Undar the terms of the setlement, HECO would have been
permited 1o estoblish o sevenve bolancing sccourt [decoupling mechonism} thes would
have cllowed the company to cdjpst revenues for the differences between actunl and
ouihorized revenues. The setfement also reflected inclusion of the company’s CIf facility 1
rafes, for which HECO had originally propesed o reflect in o secondstep increcse. The
remaining issues omong the parlies impecting the amount of the increase for the
proceeding related lo the oppropricfe fest yeor expense amount for Informational
adverising, and the appropriate refumn on common equily for the test year. This setlement
also excluded the requested revenue adjusiment mechanism or racker for operations ond

" maintencnce expense and cagital expenditures, that was also proposed by HECO, to
minimize regulatery recovery fag. This request is now por of a separale docket, which wil
be considered ot a later date.

On Jly 2, 2009 The Howaii Public Utiliies Commission issued an order padially
opproving and portially rejecting the oforementioned setlement agreement on interim rates.
As o result of the PUC's modification to the seflement, HECO expects thot the interim
increase ulimotely authorized will be $61.1M.  The PUC's order requires HECO fo
exclude from rate base any costs ossociated with the Compbell Industrial Pork facillly. The
seflement had reflected incluslon of the CIP facllity In rates, whereas the company hod
originally proposed to reflect the factlity in wles In ‘o send-step increase. The order also
excluded the cosls associated with the slipuloted employee incenlive wage increases, and
requires the update of cerain kensmission and distibufion and maintenance costs to reflect
curenl commodily prices. The order furher excludes cerain stipulated cost items
associoled with the Hawali Cleon Energy Inifiative from base rotes, because these
Initiatives are siill the subject of pending PUC proceedings and have not yet been
opproved.

In oddition, the PUC rejected the terms of the cgreement calling for HECO fo implement o
decoupling mechonism which would hove aliowed the compony to adjust revenves for the
differences beiween aclual and authorized revenuss through the establishment of o revenue
balencing account. In iis decislon fo deny the implementation of such @ mechanism, the
. PUC stated that it was considering the issue of decoupling in the context of o separate
proceeding, and that “it has nol vet determined thet o sales decoupling mechanism and the
establishment of HECO's proposed rovenue bolancing account are just and reasonable”.
The PUC oplined that the “pories disregarded the Commission’s direclive” as it had
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explicily advised the Paries fo aot include any mechanisms or expenses related fo
progroms of opplicafions that have not been opproved by the commission, such as
decoupling, the renewable energy tnitialives progrom and advenced meter reading. The
Commission added that such progrems are in the eorly states of the regulafory epproval
process, and thot the PUC “cannot recsconokly delermine that the programs will be
implemenied during the test year.”

The Consumer Advocate and the Deparment of Defense had the cpporunity to file
comments on HECO's colculoted interim increase amount within five days. The interim
decision will be implemented after the PUC:issues a decision cn HECO's calculations. If
the amounts collecled pursuant to an inferim decision exceed the omeunt of the Increase

ullimately approved in the final DEQ, then the excess would have ta be refunded fo
HECO's cusivmers, with inferest.

The procedural schedule for the remainder of the cose includes tesfimeny respending to
HECO's sevised filings as o resul of the PUC's rling are to be filed by July 20, and
hearings on the unresclved issves scheduled to begin on August 10. There is no stofutory
time Tmit within which the PUC must issue a decision regarding permanent rates.

Maui Eleciric Company, Inc. {MECO)

On March 20, 2009, MECO filed o Notice of Infent to file an opplicotion for a general
wale increase on or after May 29, 2009 lbui before june 30, 2009} and a motion

" requedting PUC approvel 1o vse o 2009 calendor yeor lest period for the upcoming 1ate

caze. The filing of this generol rote Increase applicaticn in accordance with the Energy
Agreement, under which the paties agreed that MECO would e o 2009 test year rate
case o implement o decoupling mechanism. On April 27, 2009, the PUC issued an
order denying MECO's malion ond stafing that MECO moy elect to file its rate cose
application with either a split 2009/2010 test period or @ 2010 calendor test period,
puisuant fo the PUC's miles. Under the rules, MECO lond HELCO, discussed below) would
be dllowed 1o file rote cases with 2010 test years on or after July 1, 2009. '

Hawaiian Eleckric light Company, Inc. (HELCO)

In order to implement the decoupling mechonism committed to by the porties in the Energy
Agreement, the parties agieed that HELCO would file @ 2009 lest year rate case. In fight
of recent PUC action denying MECO's mation for approval fo vse a 2009 test year {see
MECQO discussion above], HELCO is eveluoting the fiming of ils rale case fling.

Decoupling Proceeding

In the Energy Agreement described belowl, the parfies ogreed o seek approvel from the
PUC to implement, beginning with the 2009 HECO rale case inlerim decislon, a
decoupling mechanism, similar to that in place for several Califormia uiiliies, which
decouples revenue of the ufilities from kWh saoles, and provides revenue adjustments
{increases/decreases] for the diffefences {shodoges/overages] betwsen the amount
determined in the last rote cose ondio} the cumrent cost of opeicting the ulility os deemed

Ulitities
|
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reasonable and approved by the PUC, [b) the retum on and relumn of engoing capital
investment {excluding projects included in @ proposed new Clean Energy loftastucture
Surchergel, and {e} chonges in tax expense due fo chonges in Siole or Federal tox rotes.
The decoupling mechanism weuld be subject to review at any time by the PUC or upon
request of the ulility or Consumer Advocete. On Oclober 24, 2008, the FUC opened en
Investigalive proceeding fo exomine implementing a decoupling mechanism for the utilities.
In odditien lo the ulifities and the Consumer Advocote, there ore five other perties in the
proceeding. On Marich 30, 2009, the utilities and the Consumer Advacate filed their [oint
proposel ond initicl siatement of position and the other pasties filed their initicl statements of
posiion,  The uliliies” and Consumer Advecete’s joint proposet is for o decoupling
mechanism with wo components: 1} o sales decoupling compenent via a revenue
bolancing account and o reverws escalation component via a revenue aodjusiment
mechanism and 2) an eamings shoring mechanism. Final position statements of the parties
ware submitted in May 2009, The Commission noted in its fuly 2, 2009 order that the
sales decoupling mechanism and estoblishment of the proposed RBA ase in the early stages
of the regulaory approval process, and that it conne! reosonably determine that the
program will be implemented during the fest year.

Hawali Clean Energy Initicfive

In Jonuory 2008, the Stote of Howaii and the U.S. Depatiment of Ernergy [DOE} signed o
memorandum of understanding establishing the Hawaii Clean Energy teitialive (HCER. The
stated purpose of the HCE! is fo establish a longterm parnership between the State cnd the
POF that will result in @ fundamental and sustained fansformation in the way in which
energy resources are planned ond used in the Stale. HECQO has been working with the
State, the DOE and other stakehclders to align the ulility's energy plans with the State's
plans. On October 20, 2008, the Govemor of the Stote of Hawaii, The Stale of Howaii
Deparment of Business, Economic Development and Tourism, the Division of Consumer

" Advocacy of the Stote of Howeii Depariment of Commerce and Consumer Affairs, ond

HECO, [on behalf of itself and its subsidiaries, HELCO and MECO) slgned an Energy
Agreement sefting forth goals and objectives under with HCEl and the rélated commitments
of the parties. The Energy Agresment provides that the pardies pursue a wide range of
cctions with the purpose of decressing Howoii's dependence on impoded fossil fuels
through substaniial increases in the use of renewable energy and implementolion of new
progrems intended to secure greater energy efficiency and conservalion.  Many of the
octions and programs Included In the Energy Agreement will require approvel of the PUC
in proceedings that will need to be initiated by the PUC or the utiliifes.

Cn June 25, Gov. linda lngle signed into faw House Bill 1484, which, omong ather
nifiatives, increases the renewaoble porfolio standard toigets for wiifilies operoting in the
stale. Renewables now must comprise 25% of eoch ufilify's resource porfilic by
December 31, 2020, and 40% by December 31, 2030. Previously, the low had
required thal renewables comprise 10% of each uiility's rescurce porifolio by December
31, 2010, 15% by December 31, 2015, and 20% by December 31, 2020. H.B.
1464 requires thot up to 50% of the RPS torgets may be met by renewable energy
displacement technologies such os solor woter heafing, or energy efficiency ond
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conservafion progsams.  Under the new low, renewable displacement technologies and
anergy efficiercy ond conservation programs would count towards meeiing the RPS through
December 31, 2014; however, beginning January 1, 20135, the low estoblishes thot these
means would no longer count loword meefing the RPS lorgets. importantly, the low diows
the Hawaii Public Utiliies Commissicn the oulhority to fevise the RPS. H.B. 1464 olso
establishes energy efficiency porifolio standords, mandafing thot ulilifies achieve 4,300
GWH of eleciricity usage reductions by 2030, with addifional interim gocls to be
esfoblished by the PUC. The faw sioles that, beginning in 2015, energy usage reductions
brought about by renswable energy displacement technclogies will count lowards meeting
the efficiency standards. The bill requires that the commission establish Incentives and

penallies for meeting such standards and geants the PUC the autharily o adjust the
stondords.

NiSource[NI)
Gas Distribution Cases

NI, due Io its conglomerate status, is consistently invelved in the rofe case precess in ot
least one of their jursdictions. While some of these {in padiculor, Bay State Gas in
Messcchusettst hove some importonce from on earnings standpoint {if bl osk of $34.6
million is received, 2010 EPS could have as much os $0.04-30.05 of upside), many
{Columbia Gas of Kenlucky) are not of particular significance due fo the minimal patential
positive upside [entire increase that NI is asking for is about $11.6 million], Final ordecs
are expeced in Boy Sicle’s ond Columbic Gos of Kenfucky in November 2009 ond
March 2010, respeciively. In addition ic these two outsianding coses, NI's Columbio Gas
of Pennsylvonia subsidiory could file during 4Q0% or 1Q10.

NIPSCO

Ni's regulatory story is dominated by the NIPSCO electric subsidiory and their cuistonding
rale cose that was inifiated August 29, 2008. The case takes on padicular significanca
due fo NIPSCO's chsence from the regulatory process for over 20 yesors. Furthermere,
NIPSCO historically has overearmed the ollowed ROE, ond this, when coupled with a
service terrifory that has substantial indusirial [and stesl in porticular] exposure, makes for a
contraversial proceeding. Asking for a rate increase during o profoundly deep recession
abways makes a refe cose more chollenging.

NIPSCQ is asking for o oneHime increcse of $85.7 million {revised down frem o $105
million tofal increase that wos 1o be canied out in fwo steps} premised wpon. o 49.9%
equity ta total capilal stucture and o 12.0% ROE. Not surprisingly, the testimony and
recommendations made thus for by the intervenors hos been very negative, with the indiana
Ofice of the Uliliy Consumer Counselor recommending a revenue reduction of $135
million, predicated upon o 10% ROE and a 39.2% equily to fofal cap structure. We don'l
believe that a result of this magritude is likely, however the prudent approach, in our view
ond what we have currenily reflected in our estimates, is o fot resul for the rote case.
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Usilites

Heorings and addilionc! testimony picked back up recenily, with the company's rebutial
festimony on June 26 while additional hearings are planned for uly 27, 2009. A finol
decision and effective rates are expected during late 2009, but mare likely early 2010.

Northeast Utilities {NU)

Northeost UWiilities is composed cf four main subsidiaries, three of which ore divided across
business lines for franemission and distribution/generation.  These are Weslern
Massochusetts Electric Company (WMECO), Public Service Company of New Hampshire
{PSNH), and Connecticul tight & Power (CI&P). The fourth subsidiary is a gas uiiliy
company fn CT, Yonkee Guas {Yonkeel. Fach electdc subsidiary is regulated ol the state
level for s dlistibution or generation {NH only) and o the federal level by the Federal
Energy Regulatory Commisston {FERC) for s fronsmission ossets.  Transmission is filed on o
project by project incentive bosis of the FERC. YWa do not expect any regulaiory rate
fiings ot Yankee Gas provided the stong growth fom the expansion plans ot tha!
subsidiary coniinues.

Transmission

Under the FERC NU's ransmission assels af the three relevant subsidiadies are allowed o
12.8%% refun on equity on the New Englond Ecst West Seuth Picjects {NEEWS) and o
13.10% retorn on equity on other transmission which qualifies for the incentives under the
FERC iole shructure. The 13.105% ROE is composed of o 10.40% base ROE, 1o which s
added the following:.

B A 74 bp increment which began on 10/31/06 for higher bond yields;

W A 50 bp incentive for regioncl Fronsmission argonizetion {RTO) membership;

M A 46 bp technology edder if opproved for underground portions, elc.; and

B A 100 bp adder for projects entering service post 2004 but prior lo 1/1/09.

The 46 bp adder is defermined on a project by project basis, and the 100 bp adder post
1/1/09 will also be reviewed by the FERC on a project specific level. We belleve the
vast mejority of NU's transmission projects will qualify for the 100 bp adder while the 46
bp technclogy adder will ke more project dependent.

The FERC has outlined whot If sees os criteric, some of which o project must meet for
consideration of Incenfives. The project must be: nonoutine, reduce congestion of ensure
eliabillly, large in size, require significant financing, be multistate, be multipool, be muli-
compaony, ond/or be technclogically advonced.

Non-Transmission

A breakdown of cument regulation and expected rate filings by subsidiary is provided in
Figuia 38.
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