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EXECUTIVE SUMMARY

Based on the Residential Utility Consumer Office’s analysis of Arizona
Public Service Company’s application for a permanent rate increase, filed
with the Arizona Corporation Commission on June 1, 2011, RUCO

recommends the following:

Cost of Equity — RUCO recommends that the Commission adopt a 10.00

percent cost of common equity. This 10.00 percent figure falls just above
the high side of the range of results obtained in RUCO’s cost of equity
analysis, and is 100 basis points lower than Arizona Public Service

Company’s proposed 11.00 percent cost of common equity.

Capital Structure — RUCO recommends that the Commission adopt

Arizona Public Service Company’s proposed capital structure comprised

of 53.94 percent common equity and 46.06 percent long-term debt.

Cost of Debt — RUCO recommends that the Commission adopt RUCO’s

recommended cost of Long-term debt of 6.26 percent which is 12 basis
points lower than the 6.38 percent cost of long-term debt being proposed

by Arizona Public Service Company.
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1 EXECUTIVE SUMMARY (Cont.)
‘ 2
‘ 3 Original Cost Rate of Return — RUCO recommends that the Commission
|
4 adopt an 8.27 percent weighted average cost of capital as the original cost
5 rate of return for Arizona Public Service Company This 8.27 percent
6 figure is the weighted cost of RUCO’s recommended costs of common
7 equity and long-term debt, and is 73 basis points lower than the 8.87
8 percent weighted average cost of capital being proposed by Arizona
9 Public Service Company.
10
11 Fair Value Rate of Return — RUCO recommends that the Commission
12 adopt a fair value rate of return of 6.10 percent which is RUCO’s 8.27
13 percent original cost rate of return minus RUCO’s recommended inflation
14 adjustment of 2.18 percent. The method used by RUCO to arrive at this
15 6.10 percent figure is consistent with the methods adopted by the Arizona
16 Corporation Commission in the prior UNS Gas, Inc. and UNS Electric, Inc.

17 rate case proceedings.
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INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My Name is William A. Rigsby. |1 am the Chief of Accounting and Rates
for the Residential Utility Consumer Office (‘RUCO”) located at 1110 W.
Washington, Suite 220, Phoenix, Arizona 85007.

Q. Please describe your qualifications in the field of utilities regulation
and your educational background.

A. | have been involved with utilities regulation in Arizona since 1994. During

that period of time | have worked as a utilities rate analyst for both the
Arizona Corporation Commission (“ACC” or “Commission”) and for RUCO.
| hold a Bachelor of Science degree in the field of finance from Arizona
State University and a Master of Business Administration degree, with an
emphasis in accounting, from the University of Phoenix. | have been
awarded the professional designation, Certified Rate of Return Analyst
(“CRRA") by the Society of Utilty and Regulatory Financial Analysts
(“SURFA”). The CRRA designation is awarded based upon experience
and the successful completion of a written examination. Appendix I, which
is attached to my direct testimony further describes my educational
background and also includes a list of the rate cases and regulatory

matters that | have been involved with.
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Q.
A.

What is the purpose of your testimony?
The purpose of my testimony is to present recommendations based on my
analysis of Arizona Public Service Company’s (“APS” or the “Company”)

application for a permanent increase in rates (“Application”).

Is this your first case involving APS?
No. I've testified in two previous APS rate cases that have come before

the Commission.

Briefly describe APS and the Company’s filing.

APS is based in Phoenix, Arizona and is the largest investor-owned
electric utility in the state and serves customers in eleven of fifteen
Arizona counties. According to the most recent Value Line Investment
Survey (“Value Line”) report on the Company, APS provides electricity to
approximately 1.1 million customers comprised of 47.00 percent
residential, 39.00 percent commercial, 5.00 percent industrial, and 9.00
percent other. APS’ generating sources include coal, 37.00 percent;
nuclear, 27.00 percent; natural gas, 12.00 percent; and purchased power,
24.00 percent. Fuel costs comprised 36.00 percent of the Company’s

revenues. The Company has approximately 7,200 employees.

APS’ large service territory includes portions of the Phoenix metropolitan

area in central Arizona; Flagstaff to the north; Parker and Yuma to the
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west; Holbrook to the east; and Ajo to the south. APS is a wholly owned
subsidiary of Pinnacle West Capital Corporation (“‘Pinnacle West” or
“Parent”), an Arizona corporation, also based in Phoenix, that is publicly
traded on the New York Stock Exchange (“NYSE”). The Company has an
ownership interest in the Palo Verde Nuclear Generating Station, located
in Wintersburg approximately 50 miles west of downtown Phoenix, and
operates the plant for itself and the other owners that provide electric

service to customers in Southern California, New Mexico and West Texas.

Q. Has APS elected to perform a reconstruction cost new less
depreciation study in this case?

A. Yes. APS elected to perform a reconstruction cost new less depreciation
(“RCND”) study and is proposing a fair value rate base (“FVRB”) that is an
average of the Company’s original cost rate base (“OCRB”) and its RCND
rate base for ratemaking purposes. For this reason RUCO s
recommending a fair value rate of return (“FVROR?”) to be applied to APS’

FVRB.

Q. Please explain your role in RUCO's analysis of APS’ Application.
| reviewed APS’ Application and performed a cost of capital analysis to
determine both an original cost rate of return (‘OCROR”) and a fair value
rate of return (“FVROR”) on the Company’s invested capital. In addition to

my recommended capital structure, my direct testimony will present my
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recommended cost of common equity (APS has no preferred stock) and
my recommended cost of long-term debt. The recommendations
contained in this testimony are based on information obtained from APS’
Application, Company responses to data requests, and from market-based

research that | conducted during my analysis.

Q. What areas will you address in your testimony?
| will address the cost of capital issues associated with the case and will

present RUCO’s OCROR and FVROR recommendations.

Please identify the exhibits that you are sponsoring.

| am sponsoring Schedules WAR-1 through WAR-9.

SUMMARY OF TESTIMONY AND RECOMMENDATIONS

Q. Briefly summarize how your cost of capital testimony is organized.

A. My cost of capital testimony is organized into six sections. First, the
introduction | have just presented and second, a summary of my testimony
that | am about to give. Third, | will present the findings of my cost of
equity capital analysis, which utilized both the discounted cash flow
(“DCF”) method, and the capital asset pricing model (“CAPM”). These are
the two methods that RUCO and ACC Staff have consistently used for

calculating the cost of equity capital in rate case proceedings in the past,

and are the methodologies that the ACC has given the most weight to in
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setting allowed rates of return for utilities that operate in the Arizona
jurisdiction. In this third section | will also provide a brief overview of the
current economic climate within which the Company is operating. Fourth,
| will discuss my recommended capital structure and my recommended
cost of long-term debt. Fifth, | will discuss my recommended weighted
average costs of capital for both my recommended OCROR and FVROR.
In the sixth and final section of my testimony, | will comment on the
Company’s cost of capital testimony. Schedules WAR-1 through WAR-9

will provide support for my cost of capital analysis.

Q. Please summarize the recommendations and adjustments that you

will address in your testimony.

A Based on the results of my analysis, | am making the following

recommendations:

Cost of Equity Capital — | am recommending that the Commission adopt a

10.00 percent cost of common equity. This 10.00 percent figure is 23
basis points higher than the range of results obtained in my cost of equity
analysis, and is 100 basis points lower than APS’ proposed 11.00 percent

cost of common equity.
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Capital Structure — | am recommending that the Commission adopt APS’

proposed capital structure comprised of 53.94 percent common equity and

46.06 percent long-term debt.

Cost of Debt — | am recommending that the Commission adopt a cost of

long-term debt of 6.26 percent which is 12 basis points lower than the 6.74

percent cost of long-term debt being proposed by the Company.

Original Cost Rate of Return — | am recommending that the ACC adopt an

8.27 percent weighted average cost of capital as the original cost rate of
return (“OCROR?”) for APS. This 8.27 percent figure is the weighted cost
of RUCO’s recommended costs of common equity and long-term debt,
and is 60 basis points lower than the 8.87 percent weighted average cost

of capital being proposed by the Company.

Fair Value Rate of Return — | am recommending that the Commission

adopt a fair value rate of return (“FVROR?”) of 6.10 percent which is my
recommended 8.27 percent OCROR minus an inflation adjustment of 2.18
percent. The method | have used to arrive at this 6.10 percent figure is
consistent with methods adopted by the Commission in prior rate case

proceedings’ and meets the fair value requirement of the Arizona

1

UNS Electric, Inc., Decision No. 71914, dated September 30, 2010 and UNS Gas, Inc.,
Decision No. 71623, dated April 14, 2010
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1 Constitution. It is also the same method recommended by RUCO witness
2 Dr. Ben Johnson in the Southwest Gas Corporation rate case proceeding®
3 that is now before the ACC.

4

5 1Q Why do you believe that RUCO’s recommended 8.27 percent OCROR
6 and 6.10 percent FVROR are appropriate rates of return for APS to
7 earn on its invested capital?

8 |A. Both the OCROR and FVROR figures that | am recommending for APS

9 meet the criteria established in the landmark Supreme Court cases of
10 Bluefield Water Works & Improvement Co. v. Public Service Commission
11 | of West Virginia (262 U.S. 679, 1923) and Federal Power Commission v.
12 Hope Natural Gas Company (320 U.S. 391, 1944). Simply stated, these
13 two cases affirmed that a public utility that is efficiently and economically
14 managed is entitled to a return on investment that instills confidence in its
15 financial soundness, allows the utility to attract capital, and also allows the
16 utility to perform its duty to provide service to ratepayers. The rate of
17 return adopted for the utility should also be comparable to a return that
18 investors would expect to receive from investments with similar risk.
19
20 The Hope decision allows for the rate of return to cover both the operating
i 21 expenses and the “capital costs of the business” which includes interest
22 on debt and dividend payment to shareholders. This is predicated on the

‘ 2 Docket No. G-01551A-10-0458
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belief that, in the long run, a company that cannot meet its debt obligations
and provide its shareholders with an adequate rate of return will not

continue to supply adequate public utility service to ratepayers.

Do the Bluefield and Hope decisions indicate that a rate of return

sufficient to cover all operating and capital costs is guaranteed?

No. Neither case guarantees a rate of return on utility investment. What
the Bluefield and Hope decisions do allow, is for a utility to be provided
with the opportunity to earn a reasonable rate of return on its investment.
That is to say that a utility, such as APS, is provided with the opportunity
to earn an appropriate rate of return if the Company’s management
exercises good judgment and manages its assets and resources in a

manner that is both prudent and economically efficient.

COST OF EQUITY CAPITAL

Q.
A.

What is your final recommended cost of equity capital for APS?

| am recommending a cost of equity of 10.00 percent (before any inflation
adjustment used to arrive at a FVROR). My recommended 10.00 percent
cost of equity figure falls just above the high side of the range of results
derived from my DCF and CAPM analyses, which utilized a sample of
publicly traded LDCs. The results of my DCF and CAPM analyses are

summarized on page 3 of my Schedule WAR-1.
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Discounted Cash Flow (DCF) Method

Q.

Please explain the DCF method that you used to estimate the
Company’s cost of equity capital.

The DCF method employs a stock valuation model known as the constant
growth valuation model, that bears the name of Dr. Myron J. Gordon (i.e.
the Gordon model), the professor of finance who was responsible for its
development. Simply stated, the DCF model is based on the premise that
the current price of a given share of common stock is determined by the
present value of all of the future cash flows that will be generated by that
share of common stock. The rate that is used to discount these cash
flows back to their present value is often referred to as the investor's cost
of capital (i.e. the cost at which an investor is willing to forego other

investments in favor of the one that he or she has chosen).

Another way of looking at the investor's cost of capital is to consider it from
the standpoint of a company that is offering its shares of stock to the
investing public. In order to raise capital, through the sale of common
stock, a company must provide a required rate of return on its stock that
will attract investors to commit funds to that particular investment. In this
respect, the terms "cost of capital" and "investor's required return" are one
in the same. For common stock, this required return is a function of the
dividend that is paid on the stock. The investor's required rate of return

can be expressed as the percentage of the dividend that is paid on the




R

10

11

12 | Q.

13

14 A

15

16

17

18

19

20

Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

stock (dividend yield) plus an expected rate of future dividend growth.

This is illustrated in mathematical terms by the following formula:

Dy
k = +g
Po

where: k = the required return (cost of equity, equity capitalization rate),

D
P_1 = the dividend yield of a given share of stock calculated
0

by dividing the expected dividend by the current market

price of the given share of stock, and

g = the expected rate of future dividend growth

This formula is the basis for the standard growth valuation model that |

used to determine the Company’s cost of equity capital.

In determining the rate of future dividend growth for the Company,
what assumptions did you make?

There are two primary assumptions regarding dividend growth that must
be made when using the DCF method. First, dividends will grow by a
constant rate into perpetuity, and second, the dividend payout ratio will
remain at a constant rate. Both of these assumptions are predicated on
the traditional DCF model's basic underlying assumption that a company's
earnings, dividends, book value and share growth all increase at the same

constant rate of growth into infinity. Given these assumptions, if the

10
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1 dividend payout ratio remains constant, so does the earnings retention
2 ratio (the percentage of earnings that are retained by the company as
3 opposed to being paid out in dividends). This being the case, a
4 company's dividend growth can be measured by multiplying its retention
5 ratio (1 - dividend payout ratio) by its book return on equity. This can be
6 statedasg=bxr.

7

8 | Q. Would you please provide an example that will illustrate the
9 relationship that earnings, the dividend payout ratio and book value
10 have with dividend growth?

11 | A RUCO consultant Stephen Hill illustrated this relationship in a Citizens

12 Utilities Company 1993 rate case by using a hypothetical utility.>

13

14 Table |

15 Year 1 Year 2 Year 3 Year 4 Year 5 Growth

16 Book Value $10.00 $10.40 $10.82 $11.25 $11.70 4.00%

17 Equity Return 10% 10% 10% 10% 10% N/A

18 Earnings/Sh. $1.00 $1.04 $1.082 $1.125 $1.170 4.00%

19 Payout Ratio 0.60 0.60 0.60 0.60 0.60 N/A

20 Dividend/Sh $0.60 $0.624 $0.649 $0.675 $0.702 4.00%
| 21

22 Table | of Mr. Hill's illustration presents data for a five-year period on his

23 hypothetical utility. In Year 1, the utility had a common equity or book

® (Citizens Utilities Company, Arizona Gas Division, Docket No. E-1032-93-111, Prepared

Testimony, dated December 10, 1993, p. 25.

11
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1 value of $10.00 per share, an investor-expected equity return of ten
2 percent, and a dividend payout ratio of sixty percent. This results in
3 earnings per share of $1.00 ($10.00 book value x 10 percent equity return)
4 and a dividend of $0.60 ($1.00 earnings/sh. x 0.60 payout ratio) during
5 Year 1. Because forty percent (1 - 0.60 payout ratio) of the utility's
6 earnings are retained as opposed to being paid out to investors, book
7 value increases to $10.40 in Year 2 of Mr. Hill's illustration. Table |
8 presents the results of this continuing scenario over the remaining five-
9 year period.
10
11 The results displayed in Table | demonstrate that under "steady-state" (i.e.
12 constant) conditions, book value, earnings and dividends all grow at the
13 same constant rate. The table further illustrates that the dividend growth
14 rate, as discussed earlier, is a function of (1) the internally generated
15 funds or earnings that are retained by a company to become new equity,
16 and (2) the return that an investor earns on that new equity. The DCF
17 dividend growth rate, expressed as g = b x r, is also referred to as the
18 internal or sustainable growth rate.
19
| 20
21
22
23
12
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Q.

If earnings and dividends both grow at the same rate as book value,
shouldn't that rate be the sole factor in determining the DCF growth
rate?

No. Possible changes in the expected rate of return on either common
equity or the dividend payout ratio make earnings and dividend growth by
themselves unreliable. This can be seen in the continuation of Mr. Hill's

illustration on a hypothetical utility.

Table Il
Year 1 Year 2 Year 3 Year 4 Year 5 Growth
Book Value $10.00 $10.40 $10.82 $11.47 $12.158 5.00%
Equity Return 10% 10% 15% 15% 15% 10.67%
Earnings/Sh $1.00 $1.04 $1.623 $1.720 $1.824 16.20%
Payout Ratio 0.60 0.60 0.60 0.60 0.60 N/A
Dividend/Sh $0.60 $0.624 $0.974 $1.032 $1.094 16.20%

In the example displayed in Table Il, a sustainable growth rate of four
percent* exists in Year 1 and Year 2 (as in the prior example). In Year 3,
Year 4 and Year 5, however, the sustainable growth rate increases to six
percent.® If the hypothetical utility in Mr. Hill's illustration were expected to
earn a fifteen-percent return on common equity on a continuing basis,

then a six percent long-term rate of growth would be reasonable.

* [ ( Year 2 Earnings/Sh — Year 1 Earnings/Sh ) = Year 1 Earnings/Sh ] = [ ( $1.04 - $1.00 ) +
$1.00]1=1$0.04 + $1.00 ] = 4.00%

®[ (1 - Payout Ratio ) x Rate of Return ] =[ (1 - 0.60 ) x 15.00% ] = 0.40 x 15.00% = 6.00%

13
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1 However, the compound growth rate for earnings and dividends, displayed
2 in the last column, is 16.20 percent. If this rate was to be used in the
3 DCF model, the utility's return on common equity would be expected to
4 increase by fifty percent every five years, [(15 percent + 10 percent) — 1].
5 This is clearly an unrealistic expectation.
? 6
7 Although it is not illustrated in Mr. Hill's hypothetical example, a change in
8 only the dividend payout ratio will eventually result in a utility paying out
9 more in dividends than it earns. While it is not uncommon for a utility in
10 the real world to have a dividend payout ratio that exceeds one hundred
11 percent on occasion, it would be unrealistic to expect the practice to
12 continue over a sustained long-term period of time.
13
14 | Q. Other than the retention of internally generated funds, as illustrated
156 in Mr. Hill's hypothetical example, are there any other sources of new
16 equity capital that can influence an investor's growth expectations
17 for a given company?
18 | A. Yes, a company can raise new equity capital externally. The best
19 example of external funding would be the sale of new shares of common
20 stock. This would create additional equity for the issuer and is often the
21 case with utilities that are either in the process of acquiring smaller
22 systems or providing service to rapidly growing areas.
23
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Q.

How does external equity financing influence the growth
expectations held by investors?

Rational investors will put their available funds into investments that will
either meet or exceed their given cost of capital (i.e. the return earned on
their investment). In the case of a utility, the book value of a company's
stock usually mirrors the equity portion of its rate base (the utility's earning
base). Because regulators allow utilities the opportunity to earn a
reasonable rate of return on rate base, an investor would take into
consideration the effect that a change in book value would have on the
rate of return that he or she would expect the utility to earn. If an investor
believes that a utility's book value (i.e. the utility's earning base) will
increase, then he or she would expect the return on the utility's common
stock to increase. If this positive trend in book value continues over an
extended period of time, an investor would have a reasonable expectation

for sustained long-term growth.

Please provide an example of how external financing affects a
utility's book value of equity.

As | explained earlier, one way that a utility can increase its equity is by
selling new shares of common stock on the open market. If these new
shares are purchased at prices that are higher than those shares sold
previously, the utility's book value per share will increase in value. This

would increase both the earnings base of the utility and the earnings
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1 expectations of investors. However, if new shares sold at a price below
2 the pre-sale book value per share, the after-sale book value per share
3 declines in value. If this downward trend continues over time, investors
4 might view this as a decline in the utility's sustainable growth rate and will
5 have lower expectations regarding growth. Using this same logic, if a new
6 stock issue sells at a price per share that is the same as the pre-sale book
7 value per share, there would be no impact on either the utility's earnings
8 base or investor expectations.

9

10 | Q. Please explain how the external component of the DCF growth rate is

11 determined.

12 [ A In his book, The Cost of Capital to a Public Utility,° Dr. Gordon (the

13 individual responsible for the development of the DCF or constant growth
14 model) identified a growth rate that includes both expected internal and
15 external financing components. The mathematical expression for Dr.
16 Gordon's growth rate is as follows:

17

18 g=(br)+(sv)

19 where: g = DCF expected growth rate,

20 b = the earnings retention ratio,

21 r = the return on common equity,

22 s = the fraction of new common stock sold that

® Gordon, M.J., The Cost of Capital to a Public Utility, East Lansing, MI: Michigan State
University, 1974, pp. 30-33.

16
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1 accrues to a current shareholder, and

2 v = funds raised from the sale of stock as a fraction
3 of existing equity.

4 and v = 1-[(BV)=+=(MP)]

5 where: BV = book value per share of common stock, and

6 MP = the market price per share of common stock.

7

8 | Q. Did you include the effect of external equity financing on long-term

9 growth rate expectations in your analysis of expected dividend
10 growth for the DCF model?
11 A Yes. The external growth rate estimate (sv) is displayed on Page 1 of
12 Schedule WAR-4, where it is added to the internal growth rate estimate
13 (br) to arrive at a final sustainable growth rate estimate.
14
15 | Q. Please explain why your calculation of external growth on page 2 of
16 Schedule WAR-4, is the current market-to-book ratio averaged with
17 1.0 in the equation [(M + B) + 1] + 2.
18 | A. The market price of a utility's common stock will tend to move toward book
19 value, or a market-to-book ratio of 1.0, if regulators allow a rate of return
20 that is equal to the cost of capital (one of the desired effects of regulation).
21 As a result of this situation, | used [(M + B) + 1] + 2 as opposed to the
22 current market-to-book ratio by itself to represent investor's expectations
23 that, in the future, a given utility will achieve a market-to-book ratio of 1.0.
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Q.

Has the Commission ever adopted a cost of capital estimate that
included this assumption?

Yes. In a prior Southwest Gas Corporation rate case’, the Commission
adopted the recommendations of ACC Staffs cost of capital witness,
Stephen Hill, who | noted earlier in my testimony. In that case, Mr. Hill
used the same methods that | have used in arriving at the inputs for the
DCF model. His final recommendation for Southwest Gas Corporation

was largely based on the results of his DCF analysis, which incorporated

.the same valid market-to-book ratio assumption that | have used

consistently in the DCF model as a cost of capital withess for RUCO.

How did you develop your dividend growth rate estimate?
| analyzed data on a proxy group comprised of twenty publicly traded

electric service providers.

Why did you use a proxy group methodology as opposed to a direct
analysis of the Company?

One of the problems in performing this type of analysis is that the utility
applying for a rate increase is not always a publicly traded company.
Although Pinnacle West Capital Corporation, APS’ parent company, is
publicly-traded on the NYSE, APS is not. Because of this situation, | used

the aforementioned proxy that includes twenty electric utilities with similar

" Decision No. 68487, Dated February 23, 2006 (Docket No. G-01551A-04-0876)

18




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

risk characteristics as APS in order to derive a cost of common equity for

the Company.

Q. Are there any other advantages to the use of a proxy?
Yes. As | noted earlier, the U.S. Supreme Court ruled in the Hope
decision that a utility is entitted to earn a rate of return that is
commensurate with the returns on investments of other firms with
comparable risk. The proxy technique that | have used derives that rate of
return. One other advantage to using a sample of companies is that it
reduces the possible impact that any undetected biases, anomalies, or

measurement errors may have on the DCF growth estimate.

Q. What criteria did you use in selecting the electric utilities included in

your proxy for APS?

A. Each of the electric utilities in my sample are tracked in the Value Line

Investment Survey’s (“Value Line”) Electric Utility industry segment. Value

Line follows electric utilities on a regional basis and issues quarterly
updates on electric utilities located in the eastern, central and western
portions of the U.S. All of the companies in the proxy are engaged in the
provision of regulated electric services. Attachment A of my testimony
contains Value Line’s most recent evaluation on each of the twenty
companies that | included in the electric proxy group that | used for my

cost of common equity analysis.
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Q.

Are these the same electric providers included in the proxy used by
APS’ cost of equity witness?

With the exception of Pinnacle West Capital Corporation, the parent
company of APS, these are the same electric providers used by William E.

Avera, Ph.D., the Company’s’ cost of capital witness.

Why did you exclude Pinnacle West Capital Corporation from your
proxy group?

| excluded Pinnacle West Capital Corporation from my proxy group for two
reasons. First, Value Line inadvertently omitted 2008 operating results for
Pinnacle West Capital Corporation in their November 4, 2011 quarterly
update on electric utilities located in the western region of the U.S. Upon
discovering the omission | contacted Value Line to find out if a correction
was going to be issued and was told by Mr. Paul Debbas that Value Line
was not going to make a correction until their next quarterly update is
published. A second, and possibly sounder, reason for omitting Pinnacle
West Capital Corporation is simply that it is probably best not to include
the parent of the company that is the subject of an analysis, since the
object of the analysis is to determine a cost of equity figure for utilities with

similar risk characteristics.
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Q.

Please explain your DCF growth rate calculations for the sample
electric providers used in your proxy.

Schedule WAR-5 provides retention ratios, returns on book equity, internal
growth rates, book values per share, numbers of shares outstanding, and
the compounded share growth for each of the electric companies included
in my sample for an historical 5-year observation period from the
beginning of 2006 to the end of 2010. Schedule WAR-5 also includes
Value Line's projected 2011, 2012 and 2014-16 values for the retention
ratio, equity return, book value per share growth rate, and number of

shares outstanding for the sample electric companies.

Please describe how you used the information displayed in Schedule
WAR-5 to estimate each comparable utility’s dividend growth rate.

In explaining my analysis, | will use Ameren Corp. (NYSE symbol AEE) as
an example. The first dividend growth component that | evaluated was the
internal growth rate. | used the "b x r" formula (described on pages 11
and 12 of my testimony) to multiply AEE's earned return on common
equity by its earnings retention ratio for each year in the 2006 to 2010
observation period to derive the utility's annual internal growth rates. |
used the mean average of this five-year period as a benchmark against
which | compared the projected growth rate trends provided by Value Line.
Because an investor is more likely to be influenced by recent growth

trends, as opposed to historical averages, the five-year mean noted earlier

21
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} 1 was used Only as a benchmark figure. As shown on Schedule WAR-5,
2 Page 1, AEE’s average internal growth rate of 2.18 percent over the 2006
3 to 2010 time frame reflects an up and down pattern of growth that ranged
4 from a low of 1.03 percent in 2008 to a high of 3.82 percent during 2010.
5 Value Line is predicting that growth will fall to 2.51 percent in 2011 and
6 2012 before increasing to 2.69 percent by the end of the 2014-16 time
7 frame. After weighing Value Line’s projections on earnings and dividend
8 growth, | believe that a 3.00 percent rate of internal growth is within the
9 realm of possibility for AGL (Schedule WAR-4, Page 1 of 2).
10
11 [ Q. Please continue with the external growth rate component portion of
12 your analysis.
13 [ A. Schedule WAR-5 demonstrates that the number of shares outstanding for
14 AEE increased from 206.60 million to 240.40 million from 2006 to 2010.
15 Value Line is predicting that this level will increase from 244.00 million in
16 2011 to 256.00 million by the end of 2016. Based on this data, | believe
17 that a 1.40 percent growth in shares is not unreasonable for AEE (Page 2
18 of Schedule WAR-4). My final dividend growth rate estimate for AEE is
19 5.70 percent (3.00 percent internal growth + 2.75 percent external growth
20 — as calculated on Page 2 of Schedule WAR 4) and is shown on Page 1 of
21 Schedule WAR-4.
22
23
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Q.

What is the average DCF dividend growth rate estimate for your
sample utilities?
The average DCF dividend growth rate estimate for my sample is 5.59

percent as displayed on page 1 of Schedule WAR-4.

How does your average dividend growth rate estimates on your
sample companies compare to the growth rate data published by
Value Line and other analysts?

Schedule WAR-6 compares my growth estimates with the five-year
projections of analysts at both Value Line and Zacks Investment
Research, Inc. (“Zacks”) (Attachment B). My 5.59 percent estimate
exceeds Zacks’ average long-term EPS projection of 2.37 percent and is
43 basis points higher than Value Line’s growth projection of 5.16 percent
(which is an average of EPS, DPS and BVPS). My 5.59 percent estimate
is 252 basis points higher than the 3.07 percent average of Value Line’s
historical growth results and 108 basis points higher than the 4.01 percent
average of the growth data published by both Value Line and Zacks. My
5.59 percent growth estimate is 186 basis points higher than Value Line’s
3.73 percent 5-year compound historical average of EPS, DPS and BVPS.
The estimates of analysts at Value Line indicate that investors are
expecting somewhat lower growth than what | am estimating from the

electric utility industry in the future. On balance, | would say my 5.59

23




Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

1 percent estimate is somewhat more optimistic than the growth projections
2 that are available to the investing public.
3

4 (Q. How did you calculate the dividend yields displayed in Schedule

5 WAR-3?

6 A | used the estimated annual dividends of my sample companies for the
7 next twelve-month period that appeared in Value Line’'s most recent
8 Ratings and Reports quarterly updates on the electric utility industry. |
9 then divided those figures by the eight-week average daily adjusted
10 closing price per share of the appropriate utility's common stock. The
11 eight-week observation period ran from September 12, 2011 to November
12 4, 2011, and the average dividend yield was 4.17 percent as exhibited on
13 Schedule WAR-3.

14

15 [ Q. Based on the results of your DCF analysis, what is your cost of
16 equity capital estimate for the electric companies included in your
17 sample?

18 | A. As shown on Schedule WAR-2, the cost of equity capital derived from my

19 DCF analysis is 9.77 percent for the electric utilities included in my
20 sample.

21

22

23
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Capital Asset Pricing Model (CAPM) Method

Q.

Please explain the theory behind CAPM and why you decided to use
it as an equity capital valuation method in this proceeding.

CAPM is a mathematical tool that was developed during the early 1960’s
by William F. Sharpe®, the Timken Professor Emeritus of Finance at
Stanford University, who shared the 1990 Nobel Prize in Economics for
research that eventually resulted in the CAPM model. CAPM is used to
analyze the relationships between rates of return on various assets and
risk as measured by beta.® In this regard, CAPM can help an investor to
determine how much risk is associated with a given investment so that he
or she can decide ’if that investment meets their individual preferences.
Finance theory has always held that as the risk associated with a given
investment increases, so should the expected rate of return on that
investment and vice versa. According to CAPM theory, risk can be
classified into two specific forms: nonsystematic or diversifiable risk, and
systematic or non-diversifiable risk. While nonsystematic risk can be
virtually eliminated through diversification (i.e. by including stocks of
various companies in various industries in a portfolio of securities),

systematic risk, on the other hand, cannot be eliminated by diversification.

® William F. Sharpe, “A Simplified Model of Portfolio Analysis,” Management Science, Vol. 9, No.
2 (January 1963), pp. 277-93.

® Beta is defined as an index of volatility, or risk, in the return of an asset relative to the return of
a market portfolio of assets. It is a measure of systematic or non-diversifiable risk. The returns
on a stock with a beta of 1.0 will mirror the returns of the overall stock market. The returns on
stocks with betas greater than 1.0 are more volatile or riskier than those of the overall stock
market; and if a stock's beta is less than 1.0, its returns are less volatile or riskier than the overall
stock market.
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Thus, systematic risk is the only risk of importance to investors. Simply
stated, the underlying theory behind CAPM is that the expected return on
a given investment is the sum of a risk-free rate of return plus a market
risk premium that is proportional to the systematic (non-diversifiable risk)

associated with that investment. In mathematical terms, the formula is as

follows:
k=re+[B(rm-r)]
where: k = the expected return of a given security,
If = risk-free rate of return,
1) = beta coefficient, a statistical measurement of a

security's systematic risk,
m = average market return (e.g. S&P 500), and

fm-Tf = market risk premium.

Q. What types of financial instruments are generally used as a proxy for
the risk-free rate of return in the CAPM model?
A. Generally speaking, the yields of U.S. Treasury instruments are used by

analysts as a proxy for the risk-free rate of return component.
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Q.

Please explain why U.S. Treasury instruments are regarded as a
suitable proxy for the risk-free rate of return?

As citizens and investors, we would like to believe that U.S. Treasury
securities (which are backed by the full faith and credit of the United
States Government) pose no threat of default no matter what their maturity
dates are. However, a comparison of various Treasury instruments
(Attachment C) will reveal that those with longer maturity dates do have
slightly higher yields. Treasury yields are comprised of two separate
components,’® a real rate of interest (believed to be approximately 2.00
percent) and an inflationary expectation. When the real rate of interest is
subtracted from the total treasury yield, all that remains is the inflationary
expectation. Because increased inflation represents a potential capital
loss, or risk, to investors, a higher inflationary expectation by itself
represents a degree of risk to an investor. Another way of looking at this
is from an opportunity cost standpoint. When an investor locks up funds in
long-term T-Bonds, compensation must be provided for future investment
opportunities foregone. This is often described as maturity or interest rate
risk and it can affect an investor adversely if market rates increase before
the instrument matures (a rise in interest rates would decrease the value

of the debt instrument). As discussed earlier in the DCF portion of my

Y As a general rule of thumb, there are three components that make up a given interest rate or
rate of return on a security: the real rate of interest, an inflationary expectation, and a risk
premium. The approximate risk premium of a given security can be determined by simply
subtracting a 91-day T-Bill rate from the yield on the security.
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testimony, this compensation translates into higher rates of returns to the

investor.

Q. What security did you use for a risk-free rate of return in your CAPM
analysis?

A. | used an eight-week average of the yield on a 5-year U.S. Treasury
instrument. The yields were published in Value Line's Selection and
Opinion publication dated September 23, 2011 through November 11,
2011 (Attachment C). This resulted in a risk-free (ry) rate of return of 0.97

percent.

Q. Why did you use the yield on a 5-year year U.S. Treasury instrument
as opposed to a short-term T-Bill?

A. While a shorter term instrument, such as a 91-day T-Bill, presents the
lowest possible total risk to an investor, a good argument can be made
that the yield on an instrument that matches the investment period of the
asset being analyzed in the CAPM model should be used as the risk-free
rate of return. Since utilities in Arizona generally file for rates every three
to five years, the yield on a 5-year U.S. Treasury Instrument closely
matches the investment period or, in the case of regulated utilities, the

period that new rates will be in effect.
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Q.

How did you calculate the market risk premium used in your CAPM
analysis?

| used both a geometric and an arithmetic mean of the historical total
returns on the S&P 500 index from 1926 to 2010 as the proxy for the
market rate of return (rn). For the risk-free portion of the risk premium
component (ry), | used the geometric mean of the total returns of
intermediate-term government bonds for the same eighty-four year period.
The market risk premium (r, - 1) that results by using the geometric mean

of these inputs is 4.50 percent (9.90% - 5.40% = 4.50%). The market risk

premium that results by using the arithmetic mean calculation is 6.40

percent (11.90% - 5.50% = 6.40%).

How did you select the beta coefficients that were used in your
CAPM analysis?

The beta coefficients (B), for the individual utilities used in both my
proxies, were calculated by Value Line and were current as of September
9, 2011 for the LDCs in my proxy. Value Line calculates its betas by using
a regression analysis between weekly percentage changes in the market
price of the security being analyzed and weekly percentage changes in
the NYSE Composite Index over a five-year period. The betas are then
adjusted by Value Line for their long-term tendency to converge toward
1.00. The beta coefficients for the electric companies included in my

sample ranged from 0.55 to 0.80 with an average beta of 0.75.

29




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

Q.
A.

What are the results of your CAPM analysis?

As shown on pages 1 and 2 of Schedule WAR-7, my CAPM calculation
using a geometric mean to calculate the risk premium results in an
average expected return of 4.32 percent. My calculation using an

arithmetic mean results in an average expected return of 5.74 percent.

What would be the expected return if a longer term 30-year U.S.
Treasury bond were used as the risk free asset in the CAPM model?

During the eight week period that | relied on in my analysis, the yield on a
30-year U.S. Treasury bond declined from 3.27 percent to 3.01 percent. If
a 3.01 percent eight-week average of 30-year U.S. Treasury bond yields
were used in my CAPM model it would produce expected returns of 6.29
percent using a geometric mean, and 7.49 percent using an arithmetic
mean. As | will discuss later in my testimony, the yields of long-term U.S.
Treasury instruments are currently falling as a result of recent actions

being undertaken by the U.S. Federal Reserve.

Please summarize the results derived under each of the
methodologies presented in your testimony.
The following is a summary of the cost of equity capital derived under

each methodology used:
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1 METHOD RESULTS
2 DCF 9.77%
3 CAPM 4.32% - 5.74%
4
5 Based on these results, my best estimate of an appropriate range for a
6 cost of common equity for the Company is 4.32 percent to 9.77 percent.
7 My final recommended cost of common equity figure is 10.00 percent
8 which is just above the high end of the range of estimates shown above
9 (Schedule WAR-1, Page 3).
10
11 | Q. How does your recommended cost of equity capital compare with
12 the cost of equity capital proposed by the Company?

13 | A. The 11.00 percent cost of equity capital proposed by the Company is 100

14 basis points higher than the 10.00 percent cost of equity capital that | am
15 recommending.
16

17 | Q. How did you arrive at your final recommended 10.00 percent cost of
18 common equity?

19 | A As just stated, my recommended 10.00 percent cost of common equity

20 falls just above the high side of the range of estimates obtained from my
21 DCF and CAPM analyses. As | will discuss in more detail in the next
22 section of my testimony, my final estimate takes into consideration current
23 interest rates (as the cost of equity moves in the same direction as interest
24 rates), the current state of the national economy — which could be sliding
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back into recession. My final estimate also takes into consideration the
U.S. Federal Reserve’s recent decision not to raise interest rates anytime
over the next two years. | also took into consideration information on
Arizona’s economy and current rate of unemployment in making my final
cost of equity estimate. My final estimate also falls within the range of
projected returns on book common equity that Value Line is projecting for

the electric utility industry.

Current Economic Environment

Q.

Please explain why it is necessary to consider the current economic
environment when performing a cost of equity capital analysis for a
regulated utility.

Consideration of the economic environment is necessary because trends
in interest rates, present and projected levels of inflation, and the overall
state of the U.S. economy determine the rates of return that investors earn
on their invested funds. Each of these factors represent potential risks
that must be weighed when estimating the cost of equity capital for a
regulated utility and are, most often, the same factors considered by

individuals who are also investing in non-regulated entities.

Please describe your analysis of the current economic environment.
My analysis begins with a review of the economic events that have

occurred between 1990 and the present in order to provide a background
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‘ 1 on how we got to where we are now. It also describes how the Board of
2 Governors of the Federal Reserve System (“Federal Reserve” or “Fed”)
3 and its Federal Open Market Committee (“FOMC”) used its interest rate-
4 setting authority to stimulate the economy by cutting interest rates during
5 recessionary periods and by raising interest rates to control inflation during
6 times of robust economic growth. Schedule WAR-8 displays various
| 7 economic indicators and other data that | will refer to during this portion of
1 8 my testimony.
9 In 1991, as measured by the most recently revised annual change in
10 gross domestic product (“GDP”), the U.S. economy experienced a rate of
11 growth of negative 0.20 percent. This decline in GDP marked the
12 beginning of a mild recession that ended sometime before the end of the
13 first half of 1992. Reacting to this situation, the Federal Reserve, then
14 chaired by noted economist Alan Greenspan, lowered its benchmark
15 federal funds rate'’ in an effort to further loosen monetary constraints - an
16 action that resulted in lower interest rates.
17
18 During this same period, the nation's major money center banks followed
19 the Federal Reserve's lead and began lowering their interest rates as well.
20 By the end of the fourth quarter of 1993, the prime rate (the rate charged
" This is the interest rate charged by banks with excess reserves at a Federal Reserve district
bank to banks needing overnight loans to meet reserve requirements. The federal funds rate is
the most sensitive indicator of the direction of interest rates, since it is set daily by the market,
unlike the prime rate and the discount rate, which are periodically changed by banks and by the
Federal Reserve Board, respectively.
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by banks to their best customers) had dropped to 6.00 percent from a
1990 level of 10.01 percent. In addition, the Federal Reserve's discount
rate on loans to its member banks had fallen to 3.00 percent and short-
term interest rates had declined to levels that had not been seen since

1972.

Although GDP increased in 1992 and 1993, the Federal Reserve took
steps to increase interest rates beginning in February of 1994, in order to
keep inflation under control. By the end of 1995, the Federal discount rate
had risen to 5.21 percent. Once again, the banking community followed
the Federal Reserve's moves. The Fed'’s strategy, during this period, was
to engineer a "soft landing." That is to say that the Federal Reserve
wanted to foster a situation in which economic growth would be stabilized

without incurring either a prolonged recession or runaway inflation.

Did the Federal Reserve achieve its goals during this period?

Yes. The Fed's strategy of decreasing interest rates to stimulate the
economy worked. The annual change in GDP began an upward trend in
1992. A change of 4.50 percent and 4.20 percent were recorded at the
end of 1997 and 1998 respectively. Based on daily reports that were
presented in the mainstream print and broadcast media during most of
1999, there appeared to be little doubt among both economists and the

public at large that the U.S. was experiencing a period of robust economic

34




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

growth highlighted by low rates of unemployment and inflation. Investors,
who believed that technology stocks and Internet company start-ups (with
little or no history of earnings) had high growth potential, purchased these
types of issues with enthusiasm. These types of investors, who exhibited
what former Chairman Greenspan described as “irrational exuberance,”
pushed stock prices and market indexes to all time highs from 1997 to
2000. Over the next ten years, the FOMC continued to stimulate the

economy and keep inflation in check by raising and lowering the federal

funds rate.

Q. How did the U.S. economy fare between 2001 and 20077
The U.S. economy entered into a recession near the end of the first
quarter of 2001. The bullish trend, which had characterized the last half of
the 1990’s, had already run its course sometime during the third quarter of
2000. Disappointing economic data releases, since the beginning of
2001, preceded the September 11, 2001 terrorist attacks on the World
Trade Center and the Pentagon which are now regarded as a defining
point during this economic slump. From January 2001 to June 2003 the
Federal Reserve cut interest rates a total of thirteen times in order to
stimulate growth. During this period, the federal funds rate fell from 6.50
percent to 1.00 percent. The FOMC reversed this trend on June 29, 2004
and raised the federal funds rate 25 basis points to 1.25 percent. From

June 29, 2004 to January 31, 2006, the FOMC raised the federal funds
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1 rate thirteen more times to a level of 4.50 percent during a period in which
2 the economic picture turned considerably brighter as both Inflation and
3 unemployment fell, wages increased and the overall economy, despite
4 continued problems in housing, grew briskly."?
5
6 The FOMC’s January 31, 2006 meeting marked the final appearance of
7 Alan Greenspan, who had presided over the rate setting body for a total of
8 eighteen years. On that same day, Greenspan’'s successor, Ben
9 Bernanke, the former chairman of the President’s Council of Economic
10 Advisers, and a former Fed governor under Greenspan from 2002 to
11 2005, was confirmed by the U.S. Senate to be the new Federal Reserve
12 chief. As expected by Fed watchers, Chairman Bernanke picked up
13 where his predecessor left off and increased the federal funds rate by 25
14 basis points during each of the next three FOMC meetings for a total of
15 seventeen consecutive rate increases since June 2004, and raising the
16 federal funds rate to a level of 5.25 percent. The Fed’s rate increase
1 17 campaign finally came to a halt at the FOMC meeting held on August 8,
18 2006, when the FOMC decided not to raise rates. Once again, the Fed
19 managed to engineer a soft landing.
20
21
22
'2 Henderson, Nell, “Bullish on Bernanke” The Washington Post, January 30, 2007.
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Q.

A.

What has been the state of the economy since 20077

Reports in the mainstream financial press during the majority of 2007
reflected the view that the U.S. economy was slowing as a result of a
worsening situation in the housing market and higher oil prices. The
overall outlook for the economy was one of only moderate growth at best.
Also during this period the Fed's key measure of inflation began to exceed

the rate setting body’s comfort level.

On August 7, 2007, the beginning of what is now being referred to as the
Great Recession; the FOMC decided not to increase or decrease the
federal funds rate for the ninth straight time and left its target rate
unchanged at 5.25 percent.”®> At the time of the Fed’s decision, analysts
speculated that a rate cut over the next several months was unlikely given
the Fed’'s concern that inflation would fail to moderate. However, during
this same period, evidence of an even slower economy and a possible
recession was beginning to surface. Within days of the Fed’s decision to
stand pat on rates, a borrowing crisis rooted in a deterioration of the
market for subprime mortgages, and securities linked to them, forced the
Fed to inject $24 billion in funds (raised through its open market

operations) into the credit markets. " By Friday, August 17, 2007, after a

 Ip, Greg, “Markets Gyrate As Fed Straddles Inflation, Growth” The Wall Street Journal, August

8, 2007

" Ip, Greg, “Fed Enters Market To Tamp Down Rate” The Wall Street Journal, August 9, 2007
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turbulent week on Wall Street, the Fed made the decision to lower its
discount rate (i.e. the rate charged on direct loans to banks) by 50 basis
points, from 6.25 percent to 5.75 percent, and took steps to encourage
banks to borrow from the Fed’s discount window in order to provide
liquidity to lenders. According to an article that appeared in the August 18,

2007 edition of The Wall Street Journal, '° the Fed had used all of its tools

to restore normalcy to the financial markets. [f the markets failed to settle
down, the Fed’s only weapon left was to cut the Federal Funds rate —
possibly before the next FOMC meeting scheduled on September 18,

2007.

Did the Fed cut rates as a result of the subprime mortgage borrowing
crises?

Yes. At its regularly scheduled meeting on September 18, 2007, the
FOMC surprised the investment community and cut both the federal funds
rate and the discount rate by 50 basis points (25 basis points more than
what was anticipated). This brought the federal funds rate down to a level
of 4.75 percent. The Fed's action was seen as an effort to curb the
aforementioned slowdown in the economy. Over the course of the next
four months, the FOMC reduced the Federal funds rate by a total 175
basis points to a level of 3.00 percent — mainly as a result of concerns that

the economy was slipping into a recession. This included a 75 basis point

18 Ip, Greg, Robin Sidel and Randall Smith, “Fed Offers Banks Loans Amid Crises” The Wall
Street Journal, August 9, 2007
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1 reduction that occurred one week prior to the FOMC’s meeting on January
‘ 2 29, 2008.
i 3
4 Q. What actions has the Fed taken in regard to interest rates since the
5 beginning of 20087
6 ||A. The Fed made two more rate cuts which included a 75 basis point
7 reduction in the federal funds rate on March 18, 2008 and an additional 25
8 basis point reduction on April 30, 2008. The Fed’s decision to cut rates
9 was based on its belief that the slowing economy was a greater concern
10 than the current rate of inflation (which the majority of FOMC members
11 believed would moderate during the economic slowdown).'® As a result of
12 the Fed’s actions, the federal funds rate was reduced to a level of 2.00
13 percent. From April 30, 2008 through September 16, 2008, the Fed took
14 no further action on its key interest rate. However, the days before and
15 after the Fed’s September 16, 2008 meeting saw longstanding Wall Street
16 firms such as Lehman Brothers, Merrill Lynch and AlG failing as a result of
17 their subprime holdings. By the end of the week, the Bush administration
18 had announced plans to deal with the deteriorating financial condition
| 19 which had now become a worldwide crisis. The administrations actions
i 20 included former Treasury Secretary Henry Paulson’s request to Congress
21 for $700 billion to buy distressed assets as part of a plan to halt what has
| '® |p, Greg, “Credit Worries Ease as Fed Cuts, Hints at More Relief” The Wall Street Journal,
‘ March 19, 2008
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1 been described as the worst financial crisis since the 1930’s"”. Amidst this
2 turmoil, the Fed made the decision to cut the federal funds rate by another
3 50 basis points in a coordinated move with foreign central banks on
4 October 8, 2008. This was followed by another 50 basis point cut during
5 the regular FOMC meeting on October 29, 2008. At the time of this
6 writing, the federal funds target rate now stands at 0.25 percent, the result
7 of a 75 basis point cut announced on December 16, 2008.

8

9 Q. What is the current rate of inflation in the U.S.?

10 JA. As can be seen on Schedule WAR-8, the current rate of inflation, as
11 measured by the consumer price index, is at 3.90 percent according to
12 information provided by the U.S. Department of Labor's Bureau of Labor
13 Statistics. '

14

15 | Q. Has the Fed raised interest rates in anticipation of higher inflation?

16 | A. No. The FOMC has not raised interest rates to date. The Fed’s plan to

17 buy $600 billion of U.S. government bonds over an eight month period,
‘ 18 known as quantitative easing stage two or QE2,"® was completed during
19 the summer of 2011. The attempt to drive down long-term interest rates

" Soloman, Deborah, Michael R. Crittenden and Damian Paletta, “U.S. Bailout Plan Calms
Markets, But Struggle Looms Over Details” The Wall Street Journal, September 20, 2008

‘ ' http://www.bls.gov/news.release/cpi.nr0.htm

'® Hilsenrath, Jon, “Fed Fires $600 Billion Stimulus Shot” The Wall Street Journal, November 4,
2010
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1 and encourage more borrowing and growth by increasing the money
2 supply has yet to stimulate the economy and fears of a double dip
3 recession persist. At its August 9, 2011 meeting, the FOMC announced
4 that it intended to keep interest rates at their current levels for at least the
5 next two years warning that the economy would remain weak for some
6 time but that the Fed is prepared to take further steps to shore it up.?°

7

8 | Q. Has the Fed taken any recent action, such as QE2, to stimulate the

9 economy?
10 Yes. At the close of the FOMC’s September meeting the Fed announced
11 its decision to implement a plan that resembles a 1961 Federal Reserve
12 program known as “Operation Twist”.2" Under this plan, the Fed will sell
13 $400 billion in Treasury securities that mature within three years. The
14 proceeds from these sales will then be reinvested into securities that
15 mature in six to 30 years. This action would significantly alter the balance
16 of the Fed’s holdings toward long-term securities. In addition to selling off
17 its shorter term Treasury holdings, the Fed will take the proceeds from its
18 maturing mortgage-backed securities and reinvest them in other mortgage
19 backed securities. For the past year, the Fed has been reinvesting that
20 money into Treasury bonds, shrinking its mortgage portfolio. The overall

; % Reddy, Sudeep and Jonathan Cheng “Markets Sink Then Soar After Fed Speaks” The Wall
| Street Journal, August 10, 2011

|

2! Hilsenrath, Jon and Luca Di Leo “Fed Launches New Stimulus” The Wall Street Journal,
September 22, 2011
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goal of the Fed’s plan is to reduce long-term interest rates in the hope of
boosting investment and spending and provide a shot in the arm to the
beleaguered housing sector of the economy. During its most recent
FOMC meeting held on November 1, 2011, the Fed decided not to make

any changes to existing interest rates.

Q. Has there been any noticeable drop in long-term rates since the Fed
announced its plan to purchase longer term Treasury instruments?

A Yes. As | noted earlier in my testimony, the yield on the 30-year Treasury
bond has from fallen from 3.27 percent to 3.01 percent since the latter part

of September 2011.

Q. Putting this all into perspective, how have the Fed’s actions since
2000 affected the yields on Treasury Instruments and benchmark
interest rates?

A. As can be seen on Schedule WAR-8, current Treasury yields are
considerably lower than corresponding yields that existed during the year
2000 and U.S. Treasury instruments, are for the most part, still at
historically low levels. As can be seen on the first page of Attachment C,
the previously mentioned federal discount rate (the rate charged to the
Fed’s member banks), has remained steady at 0.75 percent since

November of 2010.
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‘ 1 As of November 4, 2011, leading interest rates that include the 3-month,
2 6-month and 1-year treasury yields have dropped from their November

3 2010 levels. Longer term yields including the 5-year, 10-year and 30-year

} 4 have all fallen from levels that existed a year ago. The same is true for
5 the 30-year Zero rate. The prime rate has remained constant at 3.25
6 percent over the past year, as has the benchmark federal funds rate
7 discussed above. A previous trend, described by former Chairman
8 Greenspan as a “conundrum”?, in which long-term rates fell as short-term
9 rates increased, thus creating a somewhat inverted yield curve that
10 existed as late as June 2007, is completely reversed and a more
11 traditional yield curve (one where vyields increase as maturity dates
12 lengthen) presently exists. The 5-year Treasury yield, used in my CAPM
13 analysis, has decreased 23 basis points from 1.11 percent, in November
14 2010, to 0.88 percent as of November 2, 2011.
15

16 | Q. What are the current yields on utility bonds?

17 [A. Referring again to Attachment C, as of November 2, 2011, 25/30-year A-

18 rated utility bonds were yielding 4.12 percent (110 basis points lower than
3 19 a year ago) and 25/30-year Baa/BBB-rated utility bonds were yielding 4.76
i 20 percent (down 103 basis points from a year earlier).
21
22

22 \Wolk, Martin, “Greenspan wrestling with rate 'conundrum’,” MSNBC, June 8, 2005
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Q.

A.

What is the current outlook for the economy?

The current outlook on the economy is that a slide into recession appears
to be unlikely but an outlook for slower growth persists. Value line’s
analysts offered this perspective in the November 11, 2011 edition of

Value Line’s Selection and Opinion publication:

“One by one, the markers pointing to a new recession are
falling — at least in this country. Recent data, for example,
affirm that consumer spending, manufacturing orders, and auto
sales are pressing higher, while other reports confirm that
industrial production and business investment are rallying. Those
still calling for a recession, therefore, are getting less and less of
an audience.”

Value Line’s analysts went on to say:

”The U.S. upturn could move onto a slower track going
forward, with growth — which rose to 2.5% in the third quarter
— perhaps easing to less than 2% this period. Thereafter, there
may be some gradual firming in 2012, with growth possibly
averaging 2%, or so. Clearly, though, this forecast is tenuous
due to uncertainty in Europe, where a recession seems more
likely.”

Value Line’s analysts also stated:

”The year ahead holds numerous questions. First, there is
Europe, which is in flux, as prior headlines proclaiming a
resolution of the debt crisis now look a bit premature. Then, there
are Federal Reserve policies, which are fluid and likely to evolve
further, as the central bank seeks a balance between promoting
faster growth and containing inflation. Also, there are questions
about housing and personal income, both of which are under
strain. Finally, there’s the likelihood of slower growth in China,
which would add to global strains. All of this implies that a
stronger showing by our economy in 2012 is unlikely.”

Value Line’s analysts further went on to say:

"Earnings season is now in the books, and it has been a
respectable one for the most part. However, there were fewer
fireworks on the upside than in prior quarters, as profit matchups
became more difficult after two years of easy growth. We also
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think earnings will press forward in the final quarter, but more
modestly.”

Q. How are electric utilities such as APS faring in the current economic
environment?
A. In the November 4, 2011 quarterly update on the Electric Utility (West)

Industry, Value Line analyst Paul E. Debbas, CFA had this to say:

“Electric utility stocks are known for outperforming the broader
market averages in a down market. So far in 2011, this has
proven to be the case. The Value Line Geometric Average is
down 12% this year, while the Value Line Utility Average is up
2%. When dividends are considered, the relative out
performance of this group is even greater. This had made the
equities in this industry relatively less attractive, however. In fact,
some issues, such as Pinnacle West, are trading around the
middie of th eir 2014-2016 Target Price Range. F or a utility
stock, this is often a sign that it has become overvalued.”

Also Included in Value Line’'s November 4, 2011 issue is its ranking of
each state’s regulatory climate, plus that of the District of Columbia and
the Federal Energy Regulatory Commission (“FERC”). Value Line ranks
states as above average, average and below average. Interestingly,
Arizona was ranked as average along with California, Delaware, District of
Columbia, Florida, Georgia, Hawaii, lowa, Kansas, Kentucky, Louisiana,
Michigan, Minnesota, Mississippi, Missouri, Montana, Nevada, New
Hampshire, New Jersey, New Mexico, North Carolina, North Dakota,

Oklahoma, Pennsylvania, Texas, Virginia, Washington and Wyoming.
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Q.

How has Arizona fared in terms of the overall economy and home
foreclosures?

Arizona was one of the states hit hardest during the Great Recession and
has lagged during the current recovery.?® During the period between 2006
and 2009, statewide construction spending fell by 40.00 percent.
According to information provided by Irvine, California-based RealtyTrac,
Arizona was ranked third in the nation behind California and Nevada in
terms of home foreclosures with the largest number of foreclosures
occurring in Maricopa, Pinal and Pima Counties. As of this writing
RealtyTrac still ranks Arizona as having the third highest foreclosure rate
in the country with one in every ninety-three housing units receiving a

foreclosure filing in the third quarter. %

What is the current unemployment situation in Arizona during this
period of economic recovery?

According to information published on October 20, 2011, and displayed on
the website of the Arizona Department of Administration’s Office of
Employment and Population Statistics,”® the seasonally adjusted

unemployment rate for Arizona dropped two tenths of a percentage point

% Beard, Betty, “Recession hit Arizona hardest” The Arizona Republic, March 6, 2011

2 Millar, DiAngelea, “RealtyTrac: Arizona home foreclosures down sharply,” Phoenix Business
Journal, October 13, 2011.

% Arizona Department of Administration’s Office of Employment and Population Statistics
http://www.workforce.az.gov/
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1 from 9.3% in August, to 9.1% in September. At the time that this
2 information was compiled, Arizona’s rate of unemployment mirrored the
3 U.S. unemployment rate which remained unchanged at 9.1% for the third
4 consecutive month. In September 2010 the U. S. rate was 9.6% and
5 Arizona’s rate was 9.8%2° as can be seen below:
6
7 Arizona, U.S. Economic Indicators
8 Unemployment Rate (Seasonally Adj.)
9
10 Sep "1 Aug "11 Sep '10
11
12 United States 9.1% 9.1% 9.6%
13 Arizona 9.1% 9.3% 9.8%
14 Arizona unadjusted rate 8.9% 9.4% 9.8%
15
16 More recent information on the national rate of unemployment, released
17 by the U.S. Department of Labor on November 4, 2011, has pegged U.S.
18 unemployment at 9.00 percent.
19 According to the October 20, 2011 Arizona Department of Administration’s
20 Office of Employment and Population Statistics report, the September
21 2011 rates of unemployment for the counties that are served by APS were
22 as follows:
23 Selected County Unemployment Rates - September 2011
24 Apache 15.0%
25 Cochise 8.2%
26 Coconino 7.3%
27 Gila 9.7%
28 La Paz 9.5%
29 Maricopa 7.9%
30 Navajo 14.0%

% U.S. Bureau of Labor Statistics Economic News Release dated June 3, 2011
http://www.bls.gov/news.release/empsit.nr0.htm
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Pima 8.0%
Pinal 10.6%
Yavapai 9.4%
Yuma 27.0%

Q. After weighing the economic information that you've just discussed,
do you believe that the 10.00 percent cost of equity capital that you
have estimated is reasonable for the Company?

A. | believe that my recommended 10.00 percent cost of equity capital, which
is 524 basis points higher than the current 4.76 percent yield on a
Baa/BBB-rated utility bond, will provide APS with a reasonable rate of
return on invested capital when data on interest rates (that are low by
historical standards), the current state of the economy, current rates of
unemployment (both nationally, in Arizona, and in the counties served by
APS), and the Fed’s decision to keep interest rates at their current levels
over the next two years are all taken into consideration. As | noted earlier,
the Hope decision determined that a utility is entitled to earn a rate of
return that is commensurate with the returns it would make on other
investments with comparable risk. | believe that my cost of equity
analysis, which is on the high side of the range of results | obtained from

both the DCF and CAPM models, has produced such a return.
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CAPITAL STRUCTURE AND COST OF DEBT

Q.
A.

Please describe the Company-proposed capital structure.
The Company-proposed end of test year capital structure is comprised of

53.94 percent common equity and 46.06 percent long-term debt.

How does the Company-proposed capital structure compare with the
capital structures of the electric companies that comprise your
sample?

The Company-proposed capital structure containing 53.94 percent
common equity is somewhat higher in equity than the capital structures of
the electric companies in my sample, which had an average of 45.70
percent common equity, and would be perceived by investors as having
somewhat lower risk overall. APS’ 46.06 percent level of long-term debt is
lower than the average of 53.60 percent in my sample and would be
perceived as having a lower level of financial risk. Overall | would say that

APS’ capital structure is fairly well balanced.

What capital structure are you recommending for APS?
| am recommending that he Commission adopt the Company-proposed
capital structure comprised of 53.94 percent common equity and 46.06

percent long-term debt.
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Q.

A.

What cost of long-term debt are you recommending for APS?

| am recommending that the Commission adopt a cost of Long-term debt
of 6.26 percent which, based on my calculation of the Company’s various
outstanding debt instruments, is 12 basis points lower than the 6.38

percent cost of long-term debt being proposed by APS.

WEIGHTED COST OF CAPITAL AND FAIR VALUE RATE OF RETURN

Q.

What original cost weighted average cost of capital are you
recommending for APS?

Based on my recommended capital structure, comprised of 53.94 percent
common equity and 46.06 percent long-term debt, | am recommending an
original cost weighted average cost of capital of 8.27 percent (Schedule
WAR-1, Page 1). This is the weighted average cost of my recommended
cost of 10.00 percent common equity and my recommended 6.26 percent
cost long-term debt. My 8.27 percent weighted average cost of capital is

also the OCROR to be applied to APS’ original cost rate base.

What fair value rate of return are you recommending for APS?

| am recommending a FVROR of 6.10 percent (Schedule WAR-1, Page 1)
which is my OCROR minus an inflation factor of 2.18 percent (Schedule
WAR-1, Page 4). My recommended FVROR satisfies the fair value
requirement of the Arizona Constitution which the Commission must follow

when setting rates for investor owned utilities such as APS.
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Q.

Why are you recommending a FVROR that is different from your
OCROR?

Because APS elected not to use the Company’s original cost rate base
(“OCRB”) as its fair value rate base (“FVRB”) in this case. Instead, APS
performed a reconstruction cost new less depreciation (“RCND”) study to
restate the value, or reproduction cost, of the Company’'s OCRB. As is
the normal ratemaking practice in Arizona, the Company averaged the
values of its OCRB and its RCND rate base to arrive at a FVRB that is
higher than the OCRB. This is because the value of the FVRB reflects the
impact of inflation and other factors which tend to contribute to an upward
growth in value over time. Since the difference in the value of the OCRB
and the FVRB represents inflation, as opposed to additional investor
supplied capital, an OCROR which includes an inflation component cannot
be applied to the FVRB. To do so would result in a double counting of
inflation. For this reason it is necessary to remove the inflation component

that is included in the OCROR.

Does your recommended FVROR satisfy the requirements for
determining a FVROR that resulted from the Commission’s Chaparral
City Water Company remand decision, which established the need to
remove the inflation component from an OCROR?

Yes. On July 28, 2008, the Commission issued Decision No. 70441, in

which stated the following:
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Our previous method was a shorthand method of ensuring that
inflation would only influence one piece of the ratemaking
formula - the rate of return. However, the Court of Appeals has
made it clear that, under our constitution, the "inflation
component”" belongs in the FVRB. Accordingly, in order to
avoid over-counting the effect of inflation, it is necessary for us
to ensure that the rate of return does not also carry an inflation
component. [Decision No. 70441, p. 33]

How did you remove the inflation component from your OCROR?

By reducing my recommended costs of common equity and long-term
debt by an inflation factor of 2.18 percent. This produced my
recommended FVROR of 6.10 percent. The method that | have used in
this case produces a FVROR that is comparable to the FVROR calculated
for UNS Electric, Inc. in a prior rate case proceeding. In that case the
Commission adopted a method that reduced the OCROR by an inflation
factor that was recommended by RUCO.?” The Commission had
previously used the same method in a rate case proceeding for UNS
Electric, Inc.’s sister utility, UNS Gas, Inc. Under the Commission’s
adopted methodology in the prior UNS Inc. cases, my recommended
OCROR of 8.27 percent would be reduced by my recommended 2.18
percent inflation factor — thus resulting in a FVROR of 6.10 percent. The
method that | have used in this case, which removes the inflation factor
from both my recommended cost of equity and recommended cost of

debt, produces an identical 5.96 percent FVROR.

2" Decision No. 71914, dated September 30, 2010
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Q.
A

How did you calculate your inflation factor of 2.18 percent?

By using the same RUCO methodology that produced an inflation factor
similar to what the Commission relied on in the prior UNS Electric, Inc.
case cited above. As can be seen on Page 4 of Schedule WAR-1, my
recommended 2.18 percent inflation factor represents the difference
between Treasury Inflation-Protected Securities (“TIPS”) and comparable
securities issued by the U.S. Treasury with similar liquidity and duration

over a nine year period.

How does your FVROR compare to the FVROR being recommended
by APS?
My recommended FVROR of 6.10 percent is 30 basis points lower than

the 6.47 percent FVROR being proposed by APS.

What inflation factor does APS propose?

APS does not reduce its proposed cost of common equity by an inflation
factor. As stated on page 4 of his direct testimony, APS’ cost of equity
witness Dr. William E. Avera states that the Company-proposed 11.00
percent cost of common equity needs no adjustment since his DCF and
CAPM results were obtained using analysts’ forward looking estimates

based on current market values.
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Q.

Do you agree with Dr. Avera’s rationale as to why no inflation
adjustment is needed to reduce the Company-proposed OCROR?

No. | do not since analysts’ forward looking estimates would only take
future expected inflation into account. Relying on analysts’ forecasted
estimates does not address the impact of inflation and other factors which
tend to contribute to an upward growth in the value of plant assets over
time which is reflected in the Company’s RCND rate base which 1|

explained above.

COMMENTS ON THE COMPANY-PROPOSED COST OF EQUITY CAPITAL

Q.

Have you reviewed APS’ testimony on the Company-proposed cost
of equity capital?

Yes, | have reviewed the testimony prepared by Dr. William E. Avera.

What issues does Dr. Avera address in his cost of equity testimony?
In addition to addressing the cost of common equity issues in this case,
Dr. Avera also addresses the capital structure, credit worthiness, and

attrition issues that APS’ has raised in its Application.
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Q.

Please compare the Company-proposed cost of equity with your
recommended cost of equity.

The Company is recommending a cost of equity capital of 11.00 percent
which is 100 basis points higher than my recommended 10.00 percent

cost of equity.

Have you studied the specific methods that Dr. Avera used to derive
the Company-proposed cost of equity capital?

Yes.

What methods did Dr. Avera use to arrive at his cost of common equity for
APS?
Dr. Avera used the DCF and CAPM methods to estimate APS’ cost of

common equity.

Can you provide a comparison of the results derived from Dr.
Avera’s models and yours?
Yes. The following portion of my testimony will compare and contrast the

results of our DCF and CAPM analyses.
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DCF Comparison

Q.

Please compare the results of Dr. Avera’s DCF analysis and the
results of your DCF analysis.

Dr. Avera presented the results of two DCF analyses, one that relied on a
sample of regulated electric utilties and the other on unregulated
industrials. His DCF analysis using a sample of regulated utilities
produced estimates ranging from 9.50 percent to 11.20 percent and his
DCF analysis using a sample of unregulated industrials, or non-utilities,
produced estimates ranging from 11.90 percent to 12.50 percent. My
DCF analysis, which relied on a sample with all but one (Pinnacle West
Capital Corporation, the parent of APS) of the regulated electric utilities

included in Dr. Avera’s sample, produced a final estimate of 9.77 percent.

Why didn’t you perform an analysis that included unregulated
industrials? |

Quite simply because | believe that a sample of regulated electric utilities
that face the same types of risks and operating conditions that APS does
is an appropriate sample. Furthermore the results obtained by Dr. Avera’s
non-utilities sample clearly demonstrate that these firms are much more

riskier than regulated utilities.
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Q.

What was the difference between Dr. Avera’s dividend yield results
for electric utilities and your dividend yield results?

Dr. Avera’s DCF analysis of regulated electric utilities produced an
average dividend yield of 4.53 percent as opposed to my average dividend
yield of 4.17 percent. | attribute the majority of the 36 basis point
difference to higher closing stock prices that | recorded during my more
recent 8-week observation period since there is not that much difference

in the annualized dividends paid by our respective sample companies.

Please compare your respective DCF growth estimates (g) for
electric utilities.

Dr. Avera’s electric utilities DCF analysis produced average growth
estimates of 4.97 percent to 6.67 percent compared to my 5.59 percent
estimate. However, as | will discuss later, Dr. Avera’s estimates ignore

high and low estimates obtained from his model.

Were there any differences in the way that you conducted your DCF
analysis and the way that Dr. Avera conducted his?

Yes. Dr. Avera also relied on projections from IBES in addition to my
reliance on Value Line and Zacks. He also performed a br + sv type
calculation similar o what | have done. The IBES growth projections of
5.83 percent were 24 basis points higher than my 5.59 percent average

growth estimate. However, | will point out that Dr. Avera’s DCF analysis
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1 placed no emphasis on the past performance of the electric utilities in his
i 2 sample and focused entirely on analysts’ future projections to estimate the
3 growth component (g) of the DCF model. While | agree that the
4 estimation of an appropriate cost of common equity is a forward looking
1 5 process, | believe that past performance should not be ignored entirely.
j 6 Consideration of utilities’ past performance should serve as a useful check
7 on the reasonableness of analysts’ future expectations. In addition to my
8 points above, Dr. Avera eliminates high and low resuits (i.e. outliers) from
9 his DCF results in order to arrive at his final DCF cost of common equity
10 estimate.
11
12 | Q. Have you removed such outliers from your analysis?
13 JA. No. While | will admit that several of my sample electric utilities had .
14 results that could be classified as being extremely high or low, | have
15 decided not to ignore them.
16

17 [ CAPM Comparison
18 (Q. Please compare the results of Dr. Avera’s CAPM analysis and the
19 results of your CAPM analysis.

20 A Dr. Avera’s CAPM analysis produced an estimate of 11.40 percent for his

21 sample of electric utilities and an estimate of 10.00 percent for his sample
22 of unregulated industrials. His estimates are 708 basis points to 568 basis
23 points higher than my 4.32 percent CAPM estimate that uses a geometric
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mean and are 566 basis points to 426 basis points higher than my 5.74
percent CAPM estimate that uses an arithmetic mean. When compared to
my CAPM estimates that relied on an eight-week average 30-year U.S.
Treasury bond yield as the risk free rate of return, Dr. Avera’s utility
sample estimates are 511 basis points higher than my 6.29 percent
estimate using a geometric mean, and 391 basis points higher than my
7.49 percent estimate using an arithmetic mean. Dr. Avera’s 11.40
percent utility sample estimate exceeds the recent yield of 4.67 percent on

a Baa/BBB-rated utility bond yield by 673 basis points.

Q. What are the main reasons for Dr. Avera’s higher CAPM results?

A. The much higher inputs that include his risk free rate of return and Dr.
Avera’s market risk premium which utilized his own method for calculating
the return on the market as opposed to relying on the more established
method of relying on historical market data published in Morningstar. Dr.
Avera CAPM expected return estimates also include a size adjustment of
0.074 percent for his utility sample and negative 0.37 percent for his

unregulated industrials.

Q. Please describe the differences in the way that you conducted your
CAPM analysis and the way that Dr. Avera conducted his?
A. As noted above, there are two main differences between Dr. Avera’s

CAPM analysis and mine. The first difference involves Dr. Avera’s use of
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a 4.50 percent one month average of the higher yields of 30-year Treasury
bonds as opposed to the more recent 8-week average yields of a 5-year
Treasury instrument that | relied on for the risk-free rate of return. The
second difference involves his market risk premium. Dr. Avera’s market
risk premium is the 12.8 percent sum of yields and growth rates of S&P
500 dividend paying firms recorded on January 28, 2011 and February 23,
2011 respectively minus the aforementioned 4.50 percent risk free rate,
used by Dr. Avera, as opposed to the SBBI data that | relied on that
encompassed a much broader period of the U.S. economy between 1926
and 2010. Dr. Avera’s method results in a market risk premium of 8.30

percent (12.80% - 4.50% = 8.30%) as opposed to my risk premiums of

4.50 percent and 6.40 percent based on a geometric and arithmetic mean

respectively.

Q. Please compare the differences in the risk free rates that you and Dr.
Avera relied on.

A. Dr. Avera’s risk free rate is 4.50 percent as opposed to my risk free rate of
0.97 percent. As | noted earlier in my testimony, | believe a 5-year
treasury instrument is more appropriate since Arizona utilities generally
apply for rates every three to five years on average. Dr. Avera’s chosen
30-year Treasury bond instrument is currently yielding 3.01 percent

(Attachment C).
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Q.

Did Dr. Avera use the same Value Line betas that you used in your
CAPM analysis?

Yes. However, Dr. Avera’s utility sample had an average Value Line beta
of 0.74 as opposed to my average Value Line beta of 0.75 (using a
sample that excluded Pinnacle West Capital Corporation). Dr. Avera’s

beta for unregulated industrials was 0.71.

What is the beta of Pinnacle West Capital Corporation, the parent of
APS?

Pinnacle West Capital Corporation has a Value Line beta of 0.70 which is
lower than Dr. Avera’s average utility sample beta of 0.74 and my average
beta of 0.75. This indicates that APS’ parent company is not as risky as

the average of our respective sample electric utilities.

How did Dr. Avera arrive at his final 11.00 percent cost of equity
capital for APS?

Dr. Avera’s final cost of equity estimate of 11.00 percent falls within the
9.50 percent to 12.50 percent range of results obtained from his DCF and
CAPM models using two sample groups comprised of regulated electric

utilities and unregulated industrials.
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1 1Q. Does your silence on any of the issues, matters or findings
3 constitute your acceptance of their positions on such issues,
4 matters or findings?

|
2 addressed in the testimony of Dr. Avera or any other witnhess for APS
5 [A. No, it does not.

7 Q. Does this conclude your testimony on APS?

8 JA. Yes, it does.

l .




Appendix 1

Qualifications of William A. Rigsby, CRRA

EDUCATION: University of Phoenix
Master of Business Administration, Emphasis in Accounting, 1993

Arizona State University
College of Business
Bachelor of Science, Finance, 1990

Mesa Community College
Associate of Applied Science, Banking and Finance, 1986

Society of Utility and Regulatory Financial Analysts

38th Annual Financial Forum and CRRA Examination
Georgetown University Conference Center, Washington D.C.
Awarded the Certified Rate of Return Analyst designation
after successfully completing SURFA’'s CRRA examination.

Michigan State University
Institute of Public Utilities
N.A.R.U.C. Annual Regulatory Studies Program, 1997 &1999

Florida State University
Center for Professional Development & Public Service
N.A.R.U.C. Annual Western Utility Rate School, 1996

EXPERIENCE: Public Utilities Analyst V
Residential Utility Consumer Office
Phoenix, Arizona
April 2001 — Present

Senior Rate Analyst

Accounting & Rates -~ Financial Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix; Arizona

July 1999 — April 2001

E Senior Rate Analyst

Residential Utility Consumer Office
‘ Phoenix, Arizona
| December 1997 — July 1999

Utilities Auditor Il and IiI

Accounting & Rates — Revenue Requirements Analysis Unit
Arizona Corporation Commission, Utilities Division

Phoenix, Arizona

October 1994 — November 1997

Tax Examiner Technician | / Revenue Auditor I

Arizona Department of Revenue

Transaction Privilege / Corporate Income Tax Audit Units
Phoenix, Arizona

July 1991 — October 1994




Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION

Utility Company

ICR Water Users Association
Rincon Water Company

Ash Fork Development
Association, Inc.

Parker Lakeview Estates
Homeowners Association, Inc.

Mirabell Water Company, Inc.

Bonita Creek Land and
Homeowner's Association

Pineview Land &
Water Company

Pineview Land &
Water Company

Montezuma Estates
Property Owners Association

Houghland Water Company

Sunrise Vistas Utilities
Company — Water Division

Sunrise Vistas Utilities
Company — Sewer Division

Holiday Enterprises, Inc.
dba Holiday Water Company

Gardener Water Company

Cienega Water Company

Rincon Water Company

Docket No.
U-2824-94-389

U-1723-95-122

E-1004-95-124

U-1853-95-328

U-2368-95-449

U-2195-95-494

U-1676-96-161

U-1676-96-352

U-2064-96-465

U-2338-96-603 et al

U-2625-97-074

U-2625-97-075

U-1896-97-302
U-2373-97-499

W-2034-97-473

W-1723-97-414

Type of Proceeding

Original CC&N

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Financing

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Rate Increase
Rate Increase
Rate Increase

Financing/Auth.
To Issue Stock

Vail Water Company - W-01651A-97-0539 et al Rate Increase

Bermuda Water Company, Inc. W-01812A-98-0390 Rate Increase

Bella Vista Water Company W-02465A-98-0458 Rate Increase

Pima Utility Company SW-02199A-98-0578 Rate Increase
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company

Pineview Water Company
.M. Water Company, Inc.
Marana Water Service, Inc.
Tonto Hills Utility Company

New Life Trust, Inc.
dba Dateland Utilities

GTE California, Inc.

Citizens Utilities Rural Company, Inc.

MCO Properties, Inc.

American States Water Company
Arizona-American Water Company

Arizona Electric Power Cooperative

360networks (USA) Inc.

Beardsley Water Company, Inc.

Mirabell Water Company

Rio Verde Utilities, Inc.

Arizona Water Company

Loma Linda Estates, Inc.
Arizona Water Company
Mountain Pass Utility Company
Picacho Sewer Company
Picacho Water Company
Ridgeview Utility Company
Green Valley Water Company
Bella Vista Water Company

Arizona Water Company

Docket No.

W-01676A-99-0261
W-02191A-99-0415
W-01493A-99-0398

W-02483A-99-0558

W-03537A-99-0530
T-01954B-99-0511
T-01846B-99-0511
W-02113A-00-0233
W-02113A-00-0233
W-01303A-00-0327
E-01773A-00-0227
T-03777A-00-0575
W-02074A-00-0482

W-02368A-00-0461

WS-02156A-00-0321 et al

W-01445A-00-0749
W-02211A-00-0975
W-01445A-00-0962
SW-03841A-01-0166
SW-03709A-01-0165
W-03528A-01-0169
W-03861A-01-0167
W-02025A-01-0559
W-02465A-01-0776

W-01445A-02-0619

Type of Proceeding

WIFA Financing
Financing
WIFA Financing

WIFA Financing

Financing

Sale of Assets
Sale of Assets
Reorganization
Reorganization
Financing
Financing
Financing
WIFA Financing
WIFA Financing

Rate Increase/
Financing

Financing
Rate Increase
Rate Increase
Financing
Financing
Financing
Financing
Rate Increase
Rate Increase

Rate Increase
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company

Arizona-American Water Company
Arizona Public Service Company
Rio Rico Utilities, inc.

Qwest Corporation

Chaparral City Water Combany
Arizona Water Company

Tucson Electric Power

Southwest Gas Corporation
Arizona-American Water Company
Black Mountain Sewer Corporation
Far West Water & Sewer Company
Gold Canyon Sewer Company
Arizona Public Service Company
Arizona-American Water Company
Arizona-American Water Company
Arizona-American Water Company
UNS Gas, Inc.

Arizona-American Water Company
UNS Electric, Inc.
Arizona-American Water Company
Tucson Electric Power

Southwest Gas Corporation
Chaparral City Water Company
Arizona Public Service Company

Johnson Utilities, LLC

Arizona-American Water Company

Docket No.

W-01303A-02-0867 et al.

E-01345A-03-0437
WS-02676A-03-0434
T-01051B-03-0454
W-02113A-04-0616
W-01445A-04-0650
E-01933A-04-0408
G-01551A-04-0876
W-01303A-05-0405
SW-02361A-05-0657
WS-03478A-05-0801
SW-02519A-06-0015
E-01345A-05-0816
W-01303A-05-0718
W-01303A-05-0405
W-01303A-06-0014
G-04204A-06-0463
WS-01303A-06-0491
E-04204A-06-0783
W-01303A-07-0209
E-01933A-07-0402
G-01551A-07-0504
W-02113A-07-0551
E-01345A-08-0172

WS-02987A-08-0180

W-01303A-08-0227 et al.

Type of Proceeding

Rate Increase
Rate Increase
Rate Increase
Renewed Price Cap
Rate Increase
Rate Increase
Rate Review
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Transaction Approval
ACRM Filing
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase

Rate Increase
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company
UNS Gas, Inc.

Arizona Water Company

Far West Water & Sewer Company
Black Mountain Sewer Corporation
Global Utilities

Litchfield Park Service Company
UNS Electric, Inc.

Rio Rico Utilities, Inc.
Arizona-American Water Company
Bella Vista Water Company
Chaparral City Water Company
Qwest Communications International
Qwest Communications International
CenturyLink, Inc.

Southwest Gas Corporation
Arizona-American Water Company
Arizona-American Water Company
Bermuda Water Company, Inc.

UNS Gas, Inc.

Docket No.
G-04204A-08-0571
W-01445A-08-0440
WS-03478A-08-0608
SW-02361A-08-0609
SW-02445A-09-0077 et al.
SW-01428A-09-0104 et al.
E-04204A-09-0206
WS-02676A-08-09-0257
W-01303A-09-0343
W-02465A-09-0411 et al.
W-02113A-10-0309
T-04190A-10-0194 et al.
T-04190A-10-0194 et al.
T-04190A-10-0194 et al.
G-01551A-10-0458
W-01303A-10-0448
W-01303A-11-0101
W-01812A-10-0521

G-04204A-11-0158

Type of Proceeding

Rate Increase
Rate Increase
Interim Rate increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Reorganization
Merger

Merger

Merger

Rate Increase
Rate Increase
Reorganization
Rate Increase

Rate Increase
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November 4, 2011

ELECTRIC UTILITY (WEST) INDUSTRY 2236

All of the major electric utilities located in the
western region of the United States are reviewed
in this Issue; eastern electrics, in Issue 1; and the
remaining utilities, in Issue 5.

In this Issue, we present our rankings of regula-
tory climates. We have made one change from the
previous table, and some other rankings bear
watching.

Electric utility stocks are known for their rela-
tive outperformance when the broader market
averages are down, and 2011 has illustrated this.

Ranking The Regulators

Occasionally, we show a list of each state’s regulatory
climate, plus that of the District of Columbia and the
Federal Energy Regulatory Commission (FERC). Even
in states that have undergone partial deregulation of the
electric industry, the distribution function is still under
the oversight of the regulatory commission. So, this is
relevant for every electric utility equity under our cov-
erage. This has become even more important in recent
years because rate applications are on the rise. Some
companies, such as Great Plains Energy and Duke
Energy, have completed or are building large capital
projects that need to be placed in the rate base. Others,
such as Avista Energy and Ameren, are filing more
frequently in order to reduce the effects of regulatory lag
(i.e., rising costs that aren’t reflected in customers’
rates).

It is important to understand that our rankings don't
just look at regulatory commissions. Other aspects of
government, such as the governor, attorney general,
legislature, and courts are also considered.

The following listing excludes Alaska, Maine, Ne-
braska, Rhode Island, Tennessee, and Utah. This is
either because there is little or no presence of investor-
owned electric companies or because the state’s investor-
owned electric utilities are subsidiaries of foreign com-
panies that we do not cover.

e Above Average: Alabama, Colorado, Idaho, Indiana,
Massachusetts, Ohio, South Carolina, South Dakota,
Wisconsin, FERC.

* Average: Arizona, California, Delaware, District of
Columbia, Florida, Georgia, Hawaii, Iowa, Kansas, Ken-
tucky, Louisiana, Michigan, Minnesota, Mississippi,

Composite Statistics; ELECTRIC UTILITY INDUSTRY COMPOSITE OPERATING STATISTICS: ELECTRIC UTILITY INDUSTRY

2007 | 2008 | 2009 | 2010 2011] 2012 1416 2008 2009 2010
34167 3636 321.0] 3292 320]  335( Revenues (Sbill) 385 . .

24| 227| 227 01| 290]  31.0| Net Profit (sbill 370 % Change Retall Sales (kwh) -1 54 36
33.1% | 335% | 32.2% | 34.2% | 34.0% | 34.5% | Income Tax Rate 34.5% Average Indust. Use (mwh) 1529 1446 1530
63% | 7.8% | 92%| 85%| 7.0%| 7.0%| AFUDC % to Net Profit 6.0%
50.9% | 53.6% | 524% | 522% | 51.0%| 50.5% | Long-Term Debt Ratio 50.0% Avg. Indust. Revs, per kwh (¢) 6.66 6.46 6.56
48.0% | 454% | 46.6% | 47.0% | 48.5% | 49.0% | Common Equity Ratio 49.5% .

4678 | 5140 | 5541 5857| 75| 605 Total Capital {Sbill 895 Capacity at Peak (mw) NA NA NA
5055 | 5544 | 5045| 640.1| 640| 680 Net Plant ($hbill 780

75% | 69% | 65%| 66%| 6.5%| 6.5%  Return on Total Cap'l 7.0% Peak Load, Summer (mw) NA NA NA
11.9% | 11.6% | 10.5% | 10.7% | 10.0% | 10.0% | Return on Shr. Equity 10.5% Annual Load Factor (%) NA NA NA
12.4% | 11.8% | 106% | 10.8% | 10.0% | 10.0% | Return on Com Equity 10.5%

55% | 49%| 42%| 45%| 40%| 4.0%) Retained to ComEq 45% % Change Customers (yr.-end) +.1 -2 +1.6

55% | 58% | 61%| 59%| 60%| 61% ! All Divids to Net Prof 59% .

169] 154| 125| 129] .~ TAvgAnnlPIE Ratio 135 Fixed Charge Coverage (%) 311 280 305

9] 93| 83| 82| VaneLine | Relative PIE Ratio 90 ) ) i o
32% 1 38% | 4.8%!| 45% estifnates Avg Annl Div'd Yield 43% Sources: Annual Reports; Estimates, Value Line; Edison Electric Institute

INDUSTRY TIMELINESS: 27 (of 98)

Missouri, Montana, Nevada, New Hampshire, New Jer-
sey, New Mexico, North Carolina, North Dakota, Okla-
homa, Pennsylvania, Texas, Virginia, Washington, Wyo-
ming.

*» Below Average: Arkansas, Connecticut, Iilinois, Mary-
land, New York, Oregon, Vermont, West Virginia.

We have raised South Carolina from Average to Above
Average. The state’s Base Load Review Act enables
utilities to recover construction work in progress for
base-load generating facilities. Without this law, SCA-
NA's electric utility subsidiary, South Carolina Electric
& Gas, would not be building two nuclear units. We are
also considering raising Oregon’s regulatory climate to
Average. The state government took a positive step
earlier this year when it rescinded a tax law that was
unique to utilities in the state.

We have not lowered any rankings, but are looking at
Massachusetts and FERC. In Massachusetts, the pro-
posed merger between NSTAR and Northeast Utilities
has become highly politicized. If the deal fails to win
regulatory approval, we will probably lower the regula-
tory climate a notch. For several years, FERC has
granted very healthy returns on equity for transmission
investment in order to encourage utilities to boost their
spending on electric transmission. However, the ques-
tion has been raised (by the payers of transmission
rates) of whether the incentives are too generous. We
won't consider cutting FERC's ranking unless it starts
cutting the allowed ROEs for transmission. This is of
special concern to ITC Holdings, the sole publicly traded
transmission-only utility.

Conclusion
Electric utility stocks are known for outperforming the
broader market averages in a down market. So far in
2011, this has proven to be the case. The Value Line
Geometric Average is down 12% this year, while the
Value Line Utility Average is up 2%. When dividends are
considered, the relative outperformance of this group is
even greater. This had made the equities in this industry
relatively less attractive, however. In fact, some issues,
such as Pinnacle West, are trading around the middle of
their 2014-2016 Target Price Range. For a utility stock,
this is often a sign that it has become overvalued.
Paul E. Debbas, CFA

THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This poblication i stictly for subscriber's awn, non-commencial, interal use. No part JRLURV Y0 (1 Sl i I BTV R R X1
of it may be reproduced, resold, stored or ransmitted in any printed, electronic or other form, or used for generating or marketing any printed of electronic publication, service or product.




september 23,2011 ELECTRIC UTILITY (CENTRAL) INDUSTRY 901

All of the major electric utilities located in the
central region of the United States are reviewed in
this Issue; eastern electrics, in Issue 1; and the
remaining utilities, in Issue 11.

Last month, the Edison Electric Institute spoke
about various issues that the electric utility indus-
try is facing. We discuss the industry’s concerns.

We note the ways in which the weather has
affected electric utilities so far this year.

Electric utility stocks have outperformed the
broader market averages, and have been less vola-
tile, during the market turmoil of the past several
weeks.

What'’s On EEI's Mind

The Edison Electric Institute (EEI), an industry group
representing investor-owned electric utilities, made a
presentation to security analysts last month. It is prob-
ably not surprising that the industry is facing issues
such as more stringent rules from the U.S. Environmen-
tal Protection Agency. On the other hand, investors
might be surprised to learn that the Dodd-Frank law,
which is targeted for commercial banks, might wind up
affecting utilities, too.

Capital spending is increasing. The expenditures of
investor-owned electric utilities are projected at over $80
billion a year from 2011 through 2015. (As recently as in
2005, this figure was below $50 billion.) Over the next 20
years, EEI projects that the industry will spend $1.5
trillion-$2.0 trillion on infrastructure, some $200 billion
of which will be used to address environmental issues.

This increase is occurring even though the industry is
no longer seeing the demand growth that it did not too
long ago. The ongoing sluggishness of the economy is one
factor. Conservation measures and the increased energy
efficiency of appliances are another. What's more, as
electric rates are raised to recover higher expenses and
place capital projects in the rate base, some price elas-
ticity is evident.

The Dodd-Frank Act, which was enacted in 2010,
might also wind up affecting utilities, which trade in
power and gas. Many rules will be finalized in 2012 by
the U.S. Commodity Futures Trading Commission.
Among these are the rules for swaps and swap dealers.
If utilities are treated as “dealers,” this would cause
compliance burdens for the industry. EEI is asking for
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an end-user exemption that would prevent utilities from
having to post margin requirements for transactions.

In July, the Federal Energy Regulatory Commission
(FERC) issued a rule concerning electric transmission.
Planning and cost allocation have been thorny issues for
a while. FERC is trying to encourage competition for
transmission projects, although the incumbent utilities
will still have the right of first refusal for certain
projects. Regional transmission organizations will have
to apply the new rules. This is of particular interest for
ITC Holdings, the sole publicly traded transmission-
only utility.

Weather Impacts

The weather always affects electric utilities, but this
year has seen some more significant impacts than usual.
Hurricane Irene caused power outages for millions of
customers, and hurricane season is not yet over. Most
notably, the service territory of Empire District Electric
was devastated by a tornado that hit Joplin, Missouri in
May. Initially, the loss of load didn't hurt results much
(due in part to hotter-than-normal summer weather),
but that’s not to say that there won't eventually be any
impact.

Many parts of the United States experienced summer
weather conditions that were much hotter than normal.
Earnings at OGE Energy, the parent company of Okla-
homa Gas and Electric, will benefit from favorable
weather patterns in 2011. Other utilities are likely to
post strong third-quarter profits, too.

Flooding in the Midwest will prevent Kansas City
Power & Light, the largest subsidiary of Great Plains
Energy, from receiving as much coal as usual. Thus, the
utility will have to use more-costly sources of power (and
doesn’t have a fue!l adjustment mechanism in Missouri).
This will hurt its profits in the second half of 2011.
Conclusion

Electric utility stocks have long been known for their
defensive characteristics, and this has been evident of
late. When the market experienced wide day-to-day
swings in August, utility stocks weren't as volatile as the
overall market. So far in 2011, the Value Line Utility
Average is relatively unchanged, while the Value Line
Composite Average has decreased 14%. Most electric
utility stocks offer attractive dividend yields, but we
caution investors that many are trading within their
2014-2016 Target Price Range.

Paul E. Debbas, CFA

Composite Staistics: Electric Utility Industry

2007 | 2008 [ 2009 | 2010 2011 2012 14-16
3416 3636| 3210 3202 320  335| Revenues ($hill) 385
2741 277| 207| 304| 200 31.0| Net Profit ($hill) 37.0
33.1% | 33.5% | 32.2% | 34.2% | 34.0%| 34.5% | Income Tax Rate 345%
63% | 78%| 92%| 87%| 7.0%!| 7.0%| AFUDC % to Net Profit 6.0%
50.9% | 53.6% | 52.4% | 52.2% | 51.0% | 50.5% | Long-Term Debt Ratio 50.0%
48.0% | 454% | 46.6% | 47.0% | 48.5% | 49.0% | Common Equity Ratio 49.5%
4678 | 5140 | 5541 5857 75| 605 | Yotal Capital ($hill 695
5055 | 5544 | 5045) 640.1| 640| 680 Net Plant ($hill 780
75% | 69%| 65%| 6.6%| 6.5%| 6.5% )] Return on Total Capl 7.0%
11.9% | 11.6% | 105% | 10.7% | 10.0% | 10.0% | Return on Shr. Equity 10.5%
124% | 11.8% | 10.6% | 10.8% | 10.0% | 10.0% | Return on Com Equity 10.5%
55% | 49% | 42%| 45%| 4.0%| 4.0% | Retainedto ComEq 4.5%
55% | 58% | 61%| 5%% | 61%| 62%] All Div'ds to Net Prof 58%
9] 154 125[ 129 1 TAvgAnn'l PIE Ratio 135
.90 .93 .83 .83 Vaide Line | Relative P/E Ratio .90
63%: 3.8%| 48%| 45% estimates | pyg Ann'l Div'd Yield 43%
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All the major utilities in the eastern region of
the U.S. are reviewed in this Issue. Those serving
the central region will be found in Issue 5. All of
the western providers are covered in Issue 11.

Needless to say, it’s been a tumultuous couple of
months for equity market investors. A slew of
mixed economic and political data has sent stocks
on a roller coaster ride, including a series of 300+
point swings on the Dow Jones Industrial Average
in early August. During these volatile times, inves-
tors tend to seek out safe havens for their money,
which as far as equities are concerned, usually
leads them to the utility sector. The industry’s
relative stability has been highlighted consider-
ably over the past twelve months. Year-to-date, the
Value Line Utility Average has remained relatively
flat, rising a modest .3%, while the Value Line
Geometric Average is down 12.1%.

In this report, we touch on pending merger &
acquisition activity among Issue 1 utilities. We
also point out some attractive dividend plays for
investors seeking income.

Merger/Acquisition Updates

Progress/Duke: Duke Energy's $14 billion buyout of
rival Progress Energy remains scheduled for a late-2011
completion. The combination recently gained regulatory
approval in Kentucky but still needs clearance from the
commissions in North Carolina and South Carolina.
Shareholder votes for both companies were to be held
shortly after this issue went to press. As mentioned in
previous reports, a successful completion would create
the largest electric utility in the United States based on
customers served (about 7.1 million).
Northeast/NSTAR: Northeast Utilities $4.5 billion ac-
quisition of NSTAR appears to be hitting a few speed
bumps. Although each company’'s shareholders and the
Federal Energy Regulatory Commission have approved
the deal, gaining state approvals appears to be a bit
more challenging. Political opposition has raised con-
cerns in Massachusetts, while uncertainty regarding
jurisdiction issues in Connecticut has done the same.
Even with all of this, the companies remain optimistic
that the deal will be completed sometime during the
fourth quarter of 2011.

Exelon/Constellation: Exelon Corp’s $7.9 billion bid to
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acquire Constellation Energy is currently pending. The
deal must still be approved by each company’s respective
shareholders, the Federal Energy Regulatory Commis-
sion, the Nuclear Regulatory Commission, as well as
state regulators in Maryland and New York. However,
the situation in Maryland has become somewhat worri-
some in the early stages, as intervenors are asking for
much larger concessions than Exelon has agreed to
provide. Despite this, the companies are still targeting
an early-2012 completion.

Central Vermont/Gaz Metro: Central Vermont has
entered into a definitive agreement to be acquired by
Canadian-based Gaz Metro Limited for $35.25 a share,
terminating its previous $35.10-a-share agreement with
Fortis Inc. The offer from Gaz Metro represented a 45%
premium over CV's closing price prior to the announce-
ment with Fortis. The deal is still subject to regulatory
and shareholder approvals.

Dividends

At present, stocks in the Electric Utility industry are
yielding 4.4% on average, well above the Value Line
Investment Survey average (2.3%). Income-oriented in-
vestors should have little trouble finding attractive
options within the group. In Issue 1, several are cur-
rently returning over 5% annually: Pepco Holdings
(5.7%), Duke Energy (5.5%), Progress Energy (5.3%), UIL
Holdings (5.3%), FirstEnergy (5.2%), PPL Corp. (5.2%),
and SCANA Corp. (5.1%).

Conclusion

As mentioned earlier, the Value Line Utility Average
continues to outperform the Value Line Geometric Aver-
age year to date. Due to the weakened economic envi-
ronment, we believe investors will likely continue to
flock to utility stocks in the near term for their relative
stability and high dividend yields. That said, it is worth
mentioning that the utility industry's positive perfor-
mance relative to the broader market has raised prices
so much that several stocks are not trading within or
near their projected 3- to 5-year Target Price Ranges.
This often indicates that valuations may be a bit on the
high side.

Composite Statistics: Electric Utility Industry

2007 | 2008 | 2009 [ 2010 | 2011 | 2012 14-16
3416 | 3636| 321.0( 3292 320| 335 Revenues ($hill) 385
274 277 217 301 29.0 31.0 | Net Profit ($hill) 370
33.4% | 335% | 32.2% | 34.2% | 34.5% | 34.5% | Income Tax Rate 34.5%
63% | 78%| 92%| 85%| 7.0%| 7.0%| AFUDC % to Net Profit 6.0%
50.9% | 53.6% | 524% | 522% | 51.0% | 50.5% | Long-Term Debt Ratio 50.0%
48.0% | 45.4% | 46.6% | 47.0% | 48.5% | 49.0% | Common Equity Ratio 49.5%
4678 | 514.0 | 554.1| 5857 575 605 | Total Capital ($hill) 695
5055 | 5544 | 59%4.5| 6401 640 680 | Net Plant ($bill) 780
75% | 6.9% | 65%| 66%] 6.5%| 6.5% | Returnon Total Cap’l 7.0%
11.9% | 11.6% | 10.5% [ 10.7% { 10.0% | 10.0% | Return on Shr. Equity 10.5%
121% | 11.8% | 10.6% | 10.8% | 10.0% | 10.0% | Return on Com Equity 10.5%
55% | 49% | 42%| 45%, 4.0%]| 4.0% | Retained to ComEq 4.5%
55% | 58% | 61% | 59% | 62%| 61% | All Divids to Net Prof 58%
169 | 154 125] 129 Bold fures are Avg Ann’l PIE Ratio 13.5
90 .93 83 82 vaie Line | Relative P/E Ratio .90
32% | 38%| 48%| 45% estimates | pug Ann'l Div'd Yield 43%

Michael Ratty

COMPOSITE OPERATING STATISTICS: ELECTRIC UTILITY INDUSTRY

2008 2009 2010
% Change Retail Sales (kwh) -1.1 -5.4 +3.6
Average Indust. Use (mwh) 1529 1446 1530
Avg. Indust. Revs. per kwh (¢) 6.66 6.46 6.56
Regulated Cap. at Peak (mw) NA NA NA
Peak Load, Summer {(mw) NA NA NA
Annual Load Factor (%) NA NA NA
% Change Customers (yr.-end) +1 -2 +1.6
Fixed Charge Coverage (%) 311 280 305
Sources: Annual Reports; Estimates, Value Line; Edison Electric Institute
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2011 | 385 385

cal- | QUARTERLY REVENUES ($ mill Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | 2081 1790 2060 1908 |7839.0
2009 | 1916 1684 1815 1675 |7090.0
2010 | 1940 1725 2267 1706 |7638.0
2011 11904 1781 2150 1765 (7600
2012 11950 1800 2150 1800 | 7700
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun30 Sep.30 Dec.31| Year
2008 66 98 97 27 | 288
2009 66 a7 104 341 278
2010 43 64 149 201 21
2011 29 57 124 30 240
2012 40 60 110 .30 | 240
cal- | QUARTERLY DIVIDENDS PAIDBmt | Fun
endar [Mar.31 Jun.30 Sep.30 Dec31; Year
2007 | 635 635 635 635 | 254
2008 | 635 .635 .635 635 | 254
2000 | 385 .385 385 385 | 1.54
2010 | 385 .385 385 385 | 1.54
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02010 10201 20204 STOCK INDEX
IR R | e e e M= 3 B
Wauton 137716 141870 141320 | "¢ ° AT | il I i sy e wma [
1995 [ 1996 | 1997 { 1998 | 1999 [ 2000 | 2001 [ 2002 | 2003 { 2004 [ 2005 [ 2006 | 2007 {2008 {2009 | 2010 [2011 [2012 | ©VALUELINEPUB.LLC[14-16
2059 | 2213| 2424 24181 2568 | 2810| 3264 | 2493 | 2820 2643 | 3312 | 3330 | 3623 | 3692 | 29.87 | 31.77 | 31.15| 31.15 |Revenues persh 3250
5.14 512] 49| 536 53| 6.1 633| 5287 629| 557| 610] 602 676 644 606 633| 6.00| 6.10"CashFlow" persh 6.50
295| 286 244 282| 281 333 341 266 | 314 | 282| 313 266 298| 288 278 277 240| 240 |Eamnings persh A 2.50
2461 251 2541 254| 254 254 284 2541 254 | 254 254 254 254 254 1.54 1.54 1.54 1.54 |Div'd Decl'd per sh Bwt| ~ 1,54
306 318[ 277 237] 496 6.77 7.99 5.11 419 ] 4131 463 499] 696 975 751 466 480| 5.25 |Cap’l Spending per sh 5.75
2271 2306| 22.00| 2227| 2252 2330| 2426 | 2493 | 2673 | 29.71 | 31.09 | 31.86 | 3241 | 3280 | 33.08| 3215| 32.65| 33.45 {Book Value persh © 36.00
10212 | 10292 | 137.22 | 137.22 | 137.22 | 137.22 | 138.05 | 154.10 [ 162.90 | 195.20 | 204.70 | 206.60 | 208.30 | 212.30 | 237.40 | 240.40 | 244.00 | 247.00 [Common Shs Outst’qg 0 | 256.00
12.6 138 155 14.2 1351 110 12.4 15.8 135 163 167 194 174 14.2 93 9.7 | Bold figyres are |Avg Ann’l PIE Ratio 125
84 86 89 74 a7 12 82 86 K .86 89| 1.05 92 .85 .62 .62 Value|Line Relative P/E Ratio 85
66%| 63%| 67%| 63%| 67%| 69%| 62% | 61% | 6.0% | 55% | 4.9% | 49% | 4.9% | 62% | 60%| 58% | ™™ |avg Ann'IDivid Yield 5.0%
CAPITAL STRUCTURE as of 6/30/11 4505.9 | 3841.0 | 4593.0 | 5160.0 | 6780.0 | 6880.0 | 7546.0 | 7839.0 | 7090.0 ) 7638.0 | 7600 | 7700 |Revenues ($mill) 8300
Total Debt $7396.0'miII.Due in5Yrs $1538.Q mill. | 4810 | 3030 517.0 | 541.0 | 628.0 | 547.0 | 620.0 | 6150 | 624.0 | 669.0 590 600 {Net Profit ($mill) 650
(LLTT'?et"‘ $T0S40mik, | LT Interest $4SS.0mil  I738.4% | 38.9% | 36.8% | 34.3% | 6% | 27% | 305% | 30.7% | 347 | 36.8% | 37.0% | 37.0% [Income Tax Rate 37.0%
Leases, Uncapitalized Y onual rentals $30.0mil, | 43% | 28% | 19% | 18% | 20% | 7% | 8% | 46% | 58% | 78% | 60% | 60% AFUDCtoNetProfit | 7.0%
Pension Assets-12/10 $2.72 bill. Oblig. $3.45bill. | 44.2% | 46.0% | 47.3% | 455% | 44.9% | 43.8% | 45.0% | 47.8% | 48.7% | 48.2% | 47.0% | 46.0% |Long-Term Debt Ratio 45.5%
Pfd Stock $142.0 mill. Pfd Div'd $8.0 mill. 52.2% | 51.4% | 50.6% | 52.6% | 53.3% { 54.6% | 534% | 50.8% | 49.1% | 50.9% | 52.5% | 53.0% |Common Equity Ratio 53.5%
807,595 shs. $3.50 to $5.50 cum. (no par), $100 6419.3 | 7468.0 | 8606.0 | 11036 | 11932 | 12063 | 12654 | 13712 | 15991 | 15185 | 15250 | 15650 |Total Capital ($mill) 17200
gzaéegz‘e"ahrlne' ngs/u";abéeeaztss‘; Os?i%e'ﬁ:mh'; 8426.6 | 8914.0 | 10917 | 13207 | 13572 | 14286 | 15069 | 16567 | 17610 | 17853 | 18125 | 18525 |NetPlant ($mill 19800
reduemable at $100-51045h T 87% | 65% | 74% | 60% | 65% | 57% | 62% | 57% | 53% | 60% | 55%| 55% [RetumonTotalCapl | 55%
Common Stock 241,148,657 shs. 134% | 97% | 11.4% | 9.0% | 95% | 81% | 9.0% | 86% | 7.8% | 85% | 7.0%| 7.0% [Returnon Shr. Equity 1.0%
as of 4/29/14 14.0% | 99% | 11.6% | 91% | 97% | 81% | 92% | 87% | 78% | 86% | 7.0%| 7.0% |ReturnonCom Equity €| 7.0%
MARKET CAP: $7.1 billion (Large Cap) 3.6% 2% { 2.2% 9% | 1.7% 2% | 13% | 1.0% | 35% | 38% | 25% | 25% |RetainedtoComEq 2.5%
ELECTRIC OPERATING STATISTICS 5% | 98% | 81% | 91% | 83% | 97% | 86% | 88% 56% { 56% | 64% | 65% |All Div'ds to Net Prof 61%
%5 Change Retal Sals (10WH) 2?102 2&0? 2+0812 BUSINESS: Ameren Corp. is a holding company formed through  coal, 66%; nuclear, 9%; hydro, 2%; gas, 1%; purchased, 22%. Fuel
Avg. ndust, Use (MWH NA NA NA [ the merger of Union Electric and CIPSCO. Acquired CILCORP costs: 41% of revenues. '10 reported depreciation rates: 3%-4%.
Avg. Indust. Rews. per KWH (¢) 443 445 463 | 1/03; llinois Power 10/04. Has 1.2 million efectric and 127,000 gas Has 9,800 employees. Chairman, President & CEQ: Thomas R.
gagkauLN(ai”S’eaHMw Nﬁ Nﬁ “ﬁ customers in Missouri; 1.2 million electric and 811,000 gas custom- Voss. Incorporated: Missoun. Address: One Ameren Plaza, 1901
. et NA NA  NA | ers in linois. Electric revenue breakdown: residential, 48%; com- Chouteau Avenue, P.O. Box 66149, St. Louis, Missouri 63166-
%Chaﬂgemmmmeymd) NA NA NA | mercial, 31%; industrial, 10%; other, 11%. Generating sources: 6149. Tel.: 314-621-3222. Internet: www.ameren.com.,
Fited Charge Cov. (%) 206 266 293 {\meren l_xas r_eceive_d an electric rate 2011. Kilowatt-hour sales were running
ANNUAL RATES Past Pasl Estd'0a-10| iNCrease in Missouri. The sta?e commis- lower than expected, until an unusually
ofchange persh)  10Yrs.  5¥rs. to't4tg | Sion granted the utility a tariff hike of hot summer ofiset this somewhat. Margins
Revenues 25%  25% Ni | $173 million, based on a 10.2% return on a are under pressure at Ameren's merchant
'I‘ECas_h Flow” 1%://0 112‘;//: 2-56';//0 52.2% common-equity ratio. Disappoint- generation subsidiary, due to weak power
VAR 0% -60% 309 | ingly, $89 million of capital investment prices and rising coal costs. Our 2011
Book Value 35% 25% 15% | was disallowed. Ameren has appealed this share-net estimate of $2.40 is within

to the state Court of Appeals. (This will
cause a nonrecurring charge, estimated at
$0.23 a share, in the third quarter.) New
rates took effect at the end of July.
Electric and gas rate requests are
pending in Illinois. Ameren is seeking
an electric hike of $39 million, based on an
11% return on equity, and a gas increase
of $50 million, based on a 10.75% ROE.
The requested common-equity ratio is
52.87%. The staff of the Illinois Commerce
Commission (ICC) is recommending a total
(electric and gas) increase of $31 million,
and the state attorney general and Citi-
zens Utility Board are proposing a total
decrease of $2 million. The ICC's order is
due in January, with new rates taking ef-
fect shortly thereafter.

Earnings are probably headed down
this year. An unusually large number of
storms hurt profits in the first half of

Ameren’s guidance of $2.30-$2.55.

We look for flat earnings in 2012. We
figure that improvement at the utility op-
erations (thanks largely to rate relief) will
offset another decline in income at the
nonregulated side of the business.
Ameren has announced its strate
for dealing with more stringent EP
rules for coal plants. The company will
reduce its capital budget by $700 million
by switching to lower-sulfur coal. This will
increase its operating expenses, however.
We do not recommend this stock. The
dividend is above the utility average, but
by less than a percentage point. In our
view, this is not enough te compensate in-
vestors for a lack of dividend growth po-
tential. With the stock trading near the
middle of our 2014-2016 Target Price
Range, total return potential is unexciting.
Paul E. Debbas, CFA September 23, 2011

{A) Diluted EPS. Excl. nonrecur. gain (losses): { torically paid in late Mar., June, Sept., & Dec. m | deprec. Rate allowed on com. eq. in MO in '10: {| Company’s Financial Strength B++
03, 11¢; °05, (11¢); "10, ($2.19); 3Q 11, (23¢). | Div'd reinvestment plan avail, + Shareholder in- | 10.1%; in 1L in "10: 9.9%-10.3% electric, 9.2%- | Stock’s Price Stabiiity 95
’09 EPS don't add due to change in shs. Next | vestment plan avail. (C) Incl. intang. In '10: 9.4% gas; eamed on avg. com. eq., '10: 8.2%. | Price Growth Persistence 5

earnings report due early Nov. (B) Div'ds his-
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4 202011 o] STOCK ,  INDEX
toBuy o e Porcent m , 1y, 148 194 [
to Sell 229 236 233 | traded AT Mk ! i | 3yr. 157 268 [
Nid's{o0g} 316321 315480 318229 1] I m]HIII i S5yr. 330 334
American Electric Power acquired Central | 2001 [ 2002 | 2003 | 2004 2005 | 2006 | 2007 | 2008 | 2009 {2010 | 2011 |2012 | ©VALUELINE PUB.LLC[14-16
and South West Corporation (CSW) in| 190.10 | 4296 | 36.82| 3551 | 3076 | 31.82 | 3341 | 3556 | 2822 30.01 | 31.55| 33.15 |Revenues persh 39.00
2000. CSW common stockholders received] 765| 699| 57| 58| 59 [ 667 | 68| 684 | 632| 629 670 695 |“Cash Flow” persh 8.00
0.6 of an AEP common share for each of} 327) 28| 253} 261 | 264} 286| 28| 2909 297| 280| 3.45| 3.25 Earningspersh A 375
their shares, for a total of $4.5 billion. The| 240| 240| 165| 140| 42| 50| 158 | 164| 164 171| 184| 1.90|Div'd Decld persh®w 210
transaction was effected under pooling-of-|™ 569 508 | 344 428 | 641 | 8.89| 888 | 983| 649| 501| 575| 6.30 |CaplSpending persh 7.00
interests accounling rules. 2554 | 2085) 1993 2132 23.08 | 23.73 | 2517 | 2633 | 2749} 28.33| 29.60 | 31.05 |Book Value persh © 36.00
CAPITAL STRUCTURE as of 6/30/11 32224 | 338.84 | 39502 | 39586 | 303,72 | 396,67 | 400.43 | 406.07 | 478,05 | 4B0.B1 | 485.00 | 489.00 | Common Shs Oufst'g © | 500.00
Total Debt $18274 mill. Due in § Yrs $7332 mill, 139 127 107 124 137 ] 128 163 1341 100 | 134 | Boid fighres are |Avg Ann'l P/E Ratio 125
LT Debt $15564 mill. LT Interest $856 mil. M| 69| 61| 66| .73{ 70| 87| 79| 67} 86| Velwelline |Reiative P/E Ratio 85
'vg;stﬂ%t mill. :ffusrig)z(t)ad bonds. 53% | 66% | 6.1% | 43% | 39% | 41% | 34% | 42% | 55% ] 49% | P |aAyg Ann'l Divid Yield 45%
(LT interest eamet: 3. 61257 | 14555 | 14545 | 14057 | 12111 | 12622 | 13380 | 14440 | 13489 | 14427 | 15300 | 16200 |Revenues (Smill 19500
Leases, Uncapitalized Annual rentals $306 mill. 1063.0 | 976.0 | 984.0 | 1038.0 | 1036.0 | 1131.0 | 1147.0 | 1208.0 | 1365.0 | 1248.0 [ 1520 | 1590 |Net Profit (Smill) 1910
X . 36.0% | 25.2% | 38.8% | 33.1% | 29.3% | 33.0% | 31.1% | 31.3% | 29.7% | 34.8% | 35.0% | 35.0% |Income Tax Rate 35.0%
Pension Assets-12/10 $3.86 bill. Obig. $4.81 bl <o o) 38% | 36% | 54% ! 9.9% | 98% | 09% | 10.9% | 104% | 11.0% | 11.0% |AFUDC %to Net Profit | 10.0%
Pd Stock $61 mill.  PIADVASI il | 5% | 560% | 60.6% | 56.2% | 54.8% [ 56.% | 583% | 50.1% | 544% | 53.1% | 520% | 515% |Long-Tem DebtRatio | 49.5%
507,044 shs. 4%-5%, cumulative, callable at $102- | 44.6% | 43.1% | 38.7% | 43.1% | 44.9% | 43.0% | 41.4% | 40.7% | 45.4% | 46.7% | 47.5% | 48.5% |Common Equity Ratio | 50.5%
$110. 18459 | 16393 | 20333 | 19584 | 20222 | 21902 | 24342 | 26290 | 28958 | 29184 | 30150 | 31450 |Total Capital (Smill) 35800
24543 | 21684 | 22029 | 22801 | 24284 | 26781 | 29870 | 32987 | 34344 | 35674 | 36725 | 38000 |Net Plant {$mill) 41300
°°m"'7';ys1‘1°°"482»273r529Shs- T5% | 75% | 66% | 70% | 6.6% | 6.7% | 63% | 62% | 6.2% | 5% | 65% | 6.5% |Return on Total Cap! 7.0%
as of 712 127% | 135% | 123% | 121% | 11.3% | 11.9% | 113% | 11.2% | 103% | 9% | 10.5% | 10.5% |Return on Stw. Equity | 10.5%
MARKET CAP: $18 billion {Large Cap) 128% | 137% | 124% | 12.2% | 11.3% | 12.0% | 114% | 11.3% | 104% | 9.1% | 10.5% | 10.5% |Return on Com Equity E| 10.5%
34% | 24% | 45% | 57% | 52% | 57% | 51% | 51% | 46% | 31% | 45%| 4.5% |Retainedto Com Eq 5.0%
B TR IC PR ATING ST TG 00 2010 | 74% | 82% | 64% | 5% | 54% | 53% | 5% | 55% | 56% | 66%| 59% | 50% [ANDivdstoNetProf | 55%
e WA B4 *%i3 [ BUSINESS: American Electic Power Company, Inc. (AEP), Holdings (British utity) '01; sold SEEBOARD (Briish utiity) 02;
Avg. Indust. Revs, WM(” 508 4.83 495 | through 10 operating utiities, serves about 5.3 million customers in  sold Houston Pipeline '05. Generating sources not available. Fuel
Capacity at Peak (Mw) NA NA NA | Arkansas, Kentucky, Indiana, Louisiana, Michigan, Ohio, Oklaho- costs: 35% of revenues. '10 deprec. rate: 3.3%. Has 18,700 em-
Peak Load { NA~ NA  NA | ma Tennessee, Texas, Virginia, and West Virginia. Electric reve-  ployees. Chairman & CEO: Michael G. Morris. President: Nicholas
m@%jm end) Nﬁ “ﬁ NQ nue breakdown: residential, 37%; commercial, 25%; industrial, K. Akins. Inc.: New York. Address: 1 Riverside Plaza, Columbus,
21%; wholesale, 14%; other, 3%. Sold 50% stake in Yorkshire Ohio 43215-2373. Tel.: 614-716-1000. Internet: www.aep.com.
Fixed Charge Cor. (%] 244 265 257 | American Electric Power is facing sig- mitigate the adverse effects of customer

ANNUAL RATES  Past Past Estd'08'10| nificant upgrades and asset retire- choice of energy suppliers, which is hurt-
gg,?ﬁggf sh) 1°_Y'§% 5_;'8'% fo }‘632 ments stemming from new EPA rules ing owners of generating plants in Ohio.
“Cash Flow” 10% 20%  35% affecting coal-fired generating plants. Earnings should advance significantly
Eamnings 25%  20%  45% | In early June, AEP announced its expect- in 2011, followed by a much smaller
Bgé?(e\?gﬁ:e ?84: 52—,802 :'gg/g ed compliance plan, which called for increase in 2012. The June-quarter com-
- — - spending $6 billion-$8 billion through the parison was easy because the cost of a re-
Cal- | QUARTERLY REVENUES {$ mill) Full | end of the decade. The company would up- structuring program lowered share net by
endar [Mar3) Jun30 Sep30 Dec3t) Year| or59e some plants, retire nearly 6,000 $0.39 in 2010. Ongoing rate relief is anoth-
2008 | 3467 3546 4191 3236 114440 | megawatts of capacity, convert 1,070 mw er plus for the bottom line. We raised our
2009 | 3458 3202 3547 3282 |13489 | of coal-fired units to use gas, and construct 2011 profit estimate by $0.05 a share due
;013 g;’gg gggg 32;3‘; g’ég‘; ;g% 1,220 mw of gas-fired generation. Most of to an unusually hot summer. Our revised
2312 3000 3900 4500 3900 |1e200 | these expenditures would be recoverable estimate remains within AEP's earnings
= in customers’ rates, depending upon what target of $3.00-$3.20 a share. Our 2012
Cal- EARNINGS PER SHARE Full | happens in Ohio (see below). AEP won't fi- forecast is still $3.25 a share.
endar | Mar.31 Jun30 Sep.30 Dec31] Year | 1,,li7e jts plans until after the EPA issues AEP is expecting a sizable payment in
2008 | 102 70 93 34| 299 4 ryle in November dealing with mercury Texas. A state Supreme Court ruling will
2009 89 .sg 1?% 49 | 297\ emissions. Until the company’s plans are enable the company to recoup $420 million
gg}? gg '33 114 % gsg set, our capital spending estimates and that was denied by the state commission
2 | 90 80 110 45 | 325| projections won't reflect the new spending. in 2006. With interest, the payment might
: - - 5 — AEP has reached a regulatory settle- be more than double this amount. AEP
Cal- | QUARTERLYDVIDENDSPAD®w | Full | ment for generation in Ohio. The plans to use the cash for debt retirement
endar | Mar31 Jun.30 Sep.30 Dec3i| Year | ,oreement, which has some opposition and and capital spending.
2007 | 39 39 39 4 188 | must still be approved by the Public Utili- This timely stock has some appeal for
2008 | 41 4 A4 1841 ties Commission, calls for a gradual tran- wtility investors. The yield is above the
2009 | 41 4 '21 4 19‘11 sition to market prices by 2015, with mean for electric companies, as is its 3- to
gg}? 2(15 jg ‘43 46 ‘"1 AEP’s generating plants being transferred 5-year total return potentijal.
’ : ’ to a nonutility subsidiary. This should Paul E. Debbas, CFA  September 23, 2011
(A) Excl. nonrec. gains (losses): ‘02, ($3.86); | '04, 15¢; '05, 7¢; '06, 2¢; ‘08, 3¢; '09, (1¢). 09 | plan avall. (C) Incl. intang. In '10: $16.31/sh. | Company’s Financial Strength B++
03, ($1.92); '04, 24¢; '05, (62¢); 06, (20¢); '07, | EPS don't add due to change in shs. Next egs. | {D) In mill. (E) Rate base: various. Rates al- { Stock’s Price Stability 100
due late Oct. (B) Div'ds historically paid early | lowed on com. eq.: 9.96%-15.7%; earned on | Price Growth Persistence 40

(20¢); '08, 40¢; "0, (7¢); N, (10¢); gains
(losses) on disc. ops.: ‘02, (57¢); 03, (32¢);
@ 2011, Value Line Publishi

Mar., June, Sept. & Dec. » Div'd reinvestment | avg. com. eq., "10: 9.3%. Regul. Climate: Avg.
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11, $1.94; gain (losses) on "discont, ops.: '03,
2¢; '04, (37¢); '05, (1¢). Next eamings repon
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SAFETY 3 Raised 361106 LEGE DS
2 = G by meres, e 40
TECHNICAL Raised 9/9/11 . R e' e rice Srengh 2
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2014-16 PROJECTIONS_ ===
. Anr’l Total 16
Price fam Retg/rn .......... »
w33 (3 % M WLIUTD 1
Insider Decisions ! !I" : 8
ONDJFMAM) I“l! 6
By 000001000 .
Opfions 02 0001020 G AWl R |4
toSel 030001031 . § " % TOT. RETURN 811
Institutional Decisions JHS  VLARTH:
Qo faan 200

oy s o) 2 T ous mF
Hifsion) 203850 207873 207202 | 9% 6 . Jh]l T il | Sy, 174 331 [
CenterPoint Energy owns the utility opera- 20014 | 2002 | 2003 | 2004 | 2005 | 2006 |2007 | 2008 [2009 {2010 | 2011 [2012 | SVALUELINEPUB.LLC|14-16
tions that were part of Reliant Energy. The | 3548 | 2640 | 3187 | 27.63 | 3133 | 29.71 | 2982 | 3271 | 21.14| 2069 | 19.70 | 19.65 |Revenues persh 275
stock began trading on the New York Stock | 369 | 334 | 398 | 256 272| 347| 333 342| 294 344| 3.45| 3.60|“Cash Flow” persh 4.25
Exchange on Oct. 1, 2002, a day after Reli-] 154| 120| 137| 61| 67| 133] 147| 130 101| 107} 120| 1.20 Eamingspersh® 1.35
ant Energy spun off its 83% interestinReli-| 150| 107| 40! 40} 40| 60| 68| 73| 76| 78| .79| .80 |DivdDecldpershCmt| .90
ant Resources, which has been renamed [ 6.78 | 285 2.41| 172 223 | 321 | 345| 295| 296| 355 3.15| 245 |Cap’lSpending persh 200
RRI Energy (NYSE: RRI). On Jan. 6,2003,| 2224 474{ 575| 359| 418 | 496 | 561 | 589 | 674| 753] 990 1035 BookValue pershD 12.00
CenterPoint completed the distribution to its [7302.94 [ 300.70 | 306.30 | 308.05 | 310.33 | 313.65 | 322.72 | 346.09 | 391.75 | 424.70 | 426.00 | 427.00 | Common Shs Outstg® | 430.00
shareholders of a 19% interest in Texas -] 56| 60| 178] 191 103 [ 150 | 113 | 118 138 [ Bodnghresare |AvgAnn'lPJE Ratio 0
Genco Holdings, which owns generating as- T 3] 84| 102| 56| 80| 68 79| 88| \Valeline Relative PIE Ratio 85
sets in Texas. CenterPoint reacquired the ] e | a8% | 37% | 31% | 44% | 39% | 50% | 64% | 53% | UM |Avg Ann'l Divid Yield 4.8%
publicly traded stock on Dec. 14, 2004 as ogsg | 79225 | 9760.1 | 85104 | 9722.0 | 9319.0 | 96230 | 11322 | 82810 | 67850 | 8400 | 8400 |Revenues ($mill) 9350
the first step of a sale of Texas Genco. 469 | 3863 | 4197 | 2057 | 2250 | 4320 | 3990 | 4470 | 3720 4420 515|520 |NetProfit ($mill 500
CAPITAL STRUCTURE as of 6/30/11 33.8% | 35.0% | 32.5% | 40.2% | 40.5% | 12.6% | 32.8% |38.3% | 32.1% | 37.3% | 37.0% | 37.0% |Income Tax Rate 37.0%
Total Debt $9087.0 mill. Due in 5Yrs $4154.0mill. | 20% | 34% [ 34% | 1.9% | 1.8% | 23% | 55% | 27% | 1.3% | 27% | 2.0% | 20% |AFUDC % to Net Profit 20%
LT Debt $6510.0mil. LT Interest $511.0mill (745,59 757.4% | 86.0% | 86.7% | 86.9% | 834% | 822% | 833% | 77% | 738% | 720% | 68.5% |Long-Term DebtRafio | 68.5%
incl. $2871.0 mil. transiion & system restoralion | g gy, | 1oy | 14.0% | 13.3% | 131% | 16.6% | 17.8% | 167% | 22.4% | 262% | 28.0% | 31.5% |Common Equity Ratio | 31.5%
(LT interest eamed: 2.5%) 12363 | 11322 | 12544 | 62985 | 9864.0 | 9358.0 | 10174 | 12218 | 11758 | 12199 | 15025 | 14075 |Total Capital (Smill 16200
Leases, Uncapitalized Annual rentals $15.0 mill. 11200 | 11409 | 11812 | 8186.4 | 8492.0 | 9204.0 [ 9740.0 | 10295 | 10788 | 11732 | 12175 | 12250 |Net Plant ($mill) 11900
Pension Assets-12/10 $1.50 bil. Oblig. $1.97 bill. 52% | 66% | 65% | 68% | 53% | 7.8% | 69% | 6.0% | 58% | 61% | 55% | 6.0% |Returnon Total Cap'l 5.5%
Bl Stock one s 656 204 shs. as of ZH5/1 6.6% | 27.2% | 238% | 18.6% | 17.4% | 27.8% | 220% | 21.9% | 14.1% | 13.8% | 12.0% | 120% |Return on Shr.Equity | 11.5%
MARKET CAF: $6.4 bl (Large Cap) 6.6% | 27.2% | 238% | 18.6% | 174% | 27.8% | 22.0% | 21.9% | 14.1% | 138% | 120% | 120% |Retum on Com EquityF | 11.5%

2% | 43% | 16.0% | 7.5% | 7.8% | 15.7% | 10.0% | 98% | 3.6% | 38% | 4.0% | 4.0% |RetainedtoComEq 4.0%

B CTRIC PR ATING ST TIC 00 2010 | 7% | 4% | 3%% | 60% | 55% | 43% | 65% | 56% | T4%| 72%| 66% | 66% |ANDivdstoNetProf 65%
%Cha"zgeRetaﬂSales(KWH) -1.9 -3 +3.2 | BUSINESS: CenterPoint Energy, Inc. is a holding company for breakdown: residential, 52%; commercial, 31%; industrial, 15%;
ﬁvg tnditt Hsess wa) “ﬁ‘ uﬁ “ﬁ Houston Electric, which serves 2.1 million customers in Houston other, 2%. Does not own generating assets. Natural gas costs: 52%
v%m atPezk NA NA NA | and environs, and gas utilities with 3.3 million customers: Entex of revs. '10 deprec. rate: 5.6%. Has 8,800 employees. Chairman:
PaakLuad Summefi/n NA NA NA | (Texas, Louisiana, Mississippi); Arkla (Arkansas, Louisiana, Okla-  Milton Carroll. President & CEO: David M. McClanahan. Inc.: TX.
AnnualLoad Facor | e NA  NA  NA | nhoma, Texas); and Minnegasco (Minnesota). Has gas pipeline and  Address: 1111 Louisiana, P.O. Box 4567, Houston, TX 77210-
%O 1.5 14 #13 storage assets. Discont. Texas Genco Holdings in '04. Electric rev. 4567. Tel.: 713-207-1111. Internet: www.centerpointenergy.com,
FlXEﬁChafgeCW-(%) 207 173 - 197 | CenterPoint Energy is awaiting the tion, due in part to warmer-than-normal
ANNUAL RATES Past  Past Estd'08/10| resolution of a long-running regula- weather patterns. Our 2012 forecast is
of change (persh) 10¥rs.  5Y¥rs.  to1416 | ¢ory matter. This dates back to a $947 based on normal weather. One factor that
Rg;’g,':‘,’:?gwn o '4:g.,//,:' ggn//: million aftertax charge that the company will hurt results is a negative electric rate
Earnings --  50% 30% | took in 2004, after the Public Utility Com- ruling, which CenterPoint has appealed to
Dividends .- 135% 3-0:/0 mission of Texas (PUCT) disallowed some the state district court, that took effect at
Book Value - 85% 10.0% | costs associated with the utility's generat- the start of September. The order will re-

Cal- | QUARTERLYREVENUES($mill} | Full | ing assets. CenterPoint appealed the order duce operating income by $10 million this
endar |Mar31 Jun.30 Sep.30 Dec.31} Year | and was ultimately successful. The state year and $30 million annually.

2008 {3363 2670 2515 2774 |11322 | Supreme Court remanded the case back to CenterPoint is looking to expand its
2009 {2766 1640 1576 2299 | 8281.00 the PUCT so that CenterPoint could re- Field Services operation. This division

2010 | 3023 1756 1908 2098 | 8785.0) coup the monies that were disallowed, plus is benefiting from projects that went into

2011 | 2587 1837 1976 2000 | 8400 | jnrerest. The utility will ask the PUCT for service in t%e past year. Its operating in-

12 | 2700 1750 1850 2100 | 8400 permission to recover the money through come rose 39% in the first half of 2011.

Cal- EARNINGS PER SHARE B Full | the issuance of securitized bonds. Center- This timely stock has been one of the
endar [Mar31 Jun. 30 Sep.30 Dec.31| Year | Point and various intervenors are arguing top-performing utility issues so far

2008 | 3% .30 39 25| 130 over what is recoverable, but the company this year, having risen 26% to date. This

2000 1+ 19 24 3 27 | 1.01| will wind up with a large sum of money— is largely due to investors' enthusiasm

2010 ) 20 20 29 .29 | 107} roughly $1.1 billion after taxes, if it pre- about the favorable verdict from the Texas

01| 3% 28 .28 28| D] 44l CenterPoint’s priority is to use the Supreme Court. We believe there is also

012 | 32 26 31 31| 1W0] a5h 10 expand its business through capi- some takeover speculation reflected in the

Cal- | QUARTERLYDVIDENOSPAD®=t | Full | tal investments or acquisitions. Debt re- share price. Following the stock’s run-up,
endar |Mar31 Jun.30 Sep.30 Dec.31| Year | tirement and a stock buyback are likely, the dividend yield is not exceptional for a

20| 47 47 41T A7 68| too. It appears as if this matter will not be utility, and with the quotation now in the

2008 | 1825 1825 1825 1825 .73| resolved until October, at the earliest. middle of our 2014-2016 Target Price

2008 (19 19 1819 76| We have raised our 2011 earnings esti- Range, total return potential over that

2016 | 195 195 195 195 | 78| mate by $0.05 a share, to $1.20. Second- time frame is low.

2011 | 1975 4975 1975 quarter profits were above our expecta- Paul E. Debbas, CFA  September 23, 2011
(A) Pro forma data. (B) Diluted EPS. Excl. ex- | due early Nov. (C) Divids historically paid in | (E) In mill. (F) Rate base: Net orig. cost. Rate [ Company’s Financial Strength B
traordinary gains (loss); ‘04, ($2.72); '05, 9¢; | early Mar., June, Sept. & Dec. m Div'd reinvest- | allowed on com. eq. (elec.) in '11: 10%; (gas): [ Stock’s Price Stability 95

ment plan "avail TSharehoIder investment plan | 9.45%-11.25%; eamed on avg. com. eq., '10: | Price Growth Persistence 85

15.1%. Regulatory Climate: Average.

Earnings Predictability
To subscribe call 1-800-833-0046.
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ELECTRIC OPERATING STATISTICS
2008 2009 2010

RECENT Trailing: 16.0 Y| RELATIVE DIVD (y
CLECO CORPORATION NYSE-CNL |PRICE 34.63 RATIO 14 9(Med|an 14.0 J{ PIE RATIO 1.11 YLD 3.4 0
High:| 283 27.3| 249 184 208| 244| 262 298 284 281 31.8 36.1 i
weLness 3 s | OV 333) T3) 291 196| 13| 68| | 27| 3| B N3] Target Price Range
SAFETY 2 Raised 62411 LEGENDS
3 i - él\?v‘z‘!e):i[l)amlj:tne?\:s Rate 64
TECHNICAL 3 Raised 610/13 divided by Itercet R _ o
BETA .65 (1.00 = Market) 2for-1 spiit  5/01 e 40
[ 2014-15 PROJECTIONS | CBions: Yes s indicate P IUL N SEN. I I — 2
Ann’l Total T wnl’ 24
Price Galr; Reﬂ:m T —— Ty 20
E'ogvt' gg (+1g,y ;é: lmrn; |=ul|' }‘I' T AT 16
Insider Decisions R s 12
OND JFMAM J[ 0w oo . .
By 000002000 r v g
Gfss 040005001 ¥ e
toSell 040003020 % TOT, RETURN 8/11
Institutional Decisions THIS VL ARITH®
018 10201 2Q2011 STOCK INDEX
by 7o s 73 Percent : H N iif fy. 206 194
to S 79 80 94 | traded 1| It J[ 3yr. 572 26.8
Hids(oi0) 44280 44515 44773 [[][[][] I i Syr. 704 334
1995 [ 1996 | 1997 | 1998 [ 1999 2004 | 2005 [ 2006 | 2007 |2008 | 2009 | 2010 | 2011 | 2012 | ©VALUELINE PUB. LLC[14-16
879| 970| 1016| 1146 17.42| 1823 | 2355 1533 | 1854 | 1503 18.41 17.38 | 1719 | 17.99 | 1447 | 1898 | 19.30 | 19.75 |Revenues persh 2225
199| 21| 248| 228| 236| 277| 294| 305| 298| 256| 276| 263 269 | 371| 378 512| 565| 580 )“CashFlow” persh 6.50
104| 12| 108| 142| 49| 146| 51| 152 126| 132 142| 136| 132 | 170| 176| 220| 240| 240 |Eamings persh A 275
B | 18 8 83| 85| 87| 90| 90| 9| 90| 90| 80| 90| 90| 98| 109| 122 DivdDecldpershBwi| 1.60
129 143| 173| 209| 389 252| 110| 481| 158] 161] 319| 411| 851 | 559 | 415] 468| 4.15| 3.60 |CaplSpending persh 400
791| 830| 868] 9.07| 944| 1004| 1069 | 1177 | 10.09 | 1083 | 1360 | 1522 | 16.85 | 17.65 | 18.50| 21.76 | 23.65| 24.90 |Book Value per sh © 28.50
1585| 4401| 4493| 4407| 44.85| 4409 4496 | 47.04 | 47.19 | 4962 | 4999 | 5757 | 50.04 | 6004 | 60.26| 60.53| 60.70 | 60.70 |Common Shs Outstg ° | 60.70
16| 19| 125] 144| 134| 12| 16| 122| 124| 138| 150 | 73| 196| 141] 132| 123 | Bold fighres are |Avg Ann'l PIE Rafio 130
8| 5| 72| 15| 6| 86| 75| 67| 7| 73] 80| 93| 1.04| 5| 68| .79 VabelLine  |Relative PIE Ratio 85
62% | 58%| 58%| 50%| 52% | 44% | 3.9% | 48% | 58% | 50% | 42% | 38% | 35% | 38% | 39% | 35%| "™ lAvgAnn'l Divd Yield 46%
CAPITAL STRUCTURE as of 6/30/11 10586 | 7212 | 8746 | 7458 | 920.2 | 10007 | 1030.6 | 1080.2 | 8538 | 11487 | 1170| 1200 |Revenues ($mill 1350
Total Debt $1400.0 mill. Due in 5 Yrs $230.2 mill. 723 742! 612] 661] 750| 747 796 | 1024 | 1063 ] 1395| 145|150 [Net Profit ($mill) 170
LT Debt $1387.3 mill. ~ LT Interest §84.6 mil. 34.7% | 36.9% | 37.2% | 35.2% | 39.2% | 36.0% | 243% | 15.3% | 8.3% | 44.1% | 37.0% | 37.0% |Income Tax Rate 37.0%
Incl. $17.5 million capitalized leases. o o o o o o " " " "
(LT interest eamed: 5.7%) 16.7% | 126% | 58% | 7.5% | 43% | 14.2% [ 57.9% [ 82.8% | 93.5% | 12.2% | 7.0% | 5.0% |AFUDC % to NetProfit | 3.0%
552% | 60.0% | 64.4% | 44.5% | 46.3% | 40.9% | 43.2% | 51.1% | 54.2% | 51.5% | 46.5% | 45.5% |Long-Term DebtRatio | 42.0%
Leases, Uncapitalized Annual rentals $9.2 mill. 42.4% | 38.2% | 33.8% | 53.1% | 52.0% | 57.8% | 56.7% | 48.9% | 45.8% | 48.5% | 53.5% | 54.5% |Common Equity Ratio | 58.0%
Pension Assets-12/10 $242.5 mill. | 11347 | 14487 | 14085 | 10116 | 13159 | 15156 | 1780.5 [ 2167.7 | 2436.4 | 27179 | 2685 | 2760 [Total Capital ($mill) 2975
Pid Stock None Oblig. $330.3 mitl | 12247 | 1566.2 | 1417.1 | 1060.0 | 1188.7 | 13049 | 17259 { 20453 | 2247.0 | 27842 | 2840 | 2855 |Net Plant (Smil) 2875
ock Ron 86% | 71% | 6.7% | 89% | 7.1% | 6% | 56% | 6.1% | 59% | 66% | 7.0% | 7.0% |Returnon Total Cap' 7.0%
Common Stock 61,062,449 shs. 14.2% | 12.8% | 122% | 11.8% | 10.6% | 83% | 7.9% | 9.6% | 95% | 106% | 10.0% | 10.0% |Return on Shr. Equity 9.5%
as of 7/20/11 14.6% | 13.4% | 12.5% | 11.9% | 10.7% | 83% | 7.8% | 96% | 95% | 10.6% | 10.0% | 10.0% |Return on Com Equity €| 9.5%
MARKET CAP: $2.1 billion (Mid Cap) 65% | 56% | 35% | 39% | 41% | 3.0% | 26% | 45% | 4.7% | 6.1% | 55% | 5.0% |Retainedfo ComEq 40%
57% | 58% | 72% | 68% | 62% | 65% | 68% | 53% | 51% | 42% | 45% | 50% |ANlDiv'ds to Net Prof 58%

BUSINESS: Cleco Corporation is a holding company for Cleco
Power, which supplies electricity to about 279,000 customers in
central Louisiana. Through a subsidiary, has 775 megawatts of
wholesale capacity. Electric revenue breakdown: residential, 45%;
commercial, 27%; industrial, 14%; other, 14%. Largest industrial
customers are paper mills and other wood-product industries. Gen-

erating sources: gas & oil, 30%; coal & lignite, 29%; petroleum
coke, 16%; purchased, 25%. Fuel costs: 44% of revenues. '10 re-
ported deprec. rate {utility): 2.6%. Has 1,300 employees. Chairman:
J. Patrick Garrett. President & CEO: Bruce A. Williamson. Inc.: Lou-
isiana. Address: 2030 Donahue Ferry Road, P.0. Box 5000, Pine-
ville, LA 71361-5000. Tel.: 318-484-7400. Intemet: www.cleco.com.

% Change Retal Sales (KWH) -2.1 -6.0 +59
Avg. Indust. Use (MWH 4535 3532 3657
Avg Indust Revs. m 789 648 768
at Peak | 2254 2355 NA
Peak Load Summer& 2113 2242 2348
Annual Load Factor { ? 570 535 55.8
% Change Customers (avg.) +9  +7  +7
Fixed Charge Cov. (%) 159 138 294
ANNUAL RATES Past Past Est'd '08-'10
of change {persh) 10 Yrs. 5Yrs. to'14'16
Revenues 1.0% -5% 4.5%
“Cash Fiow" 5.5% 8.5% 7.5%
Eamings 45% 7.5% 6.0%
Dividends 1 0% 5% 9.5%
Book Value 75% 11.0% 6.5%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31] Year
2008 |222.5 2748 3437 239.2 [1080.2
2009 §213.0 2072 2415 1921 | 8538
2010 {2723 2759 3439 2566 |1148.7
2011 |2537 2729 370 2734 |1170
2012 |270 280 370 280 1200
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 37 49 .62 22 1.70
2009 M 45 99 21 1.76
2010 56 58 .82 33| 229
2011 48 52 110 30 2.40
2012 40 60 110 30 240
Cal- | QUARTERLY DIVIDENDS PADB=t | Fun
endar [Mar.31 Jun.30 Sep.30 Dec.3{| Year
2007 | 225 225 225 25 90
2008 | 225 225 225 225 .90
2009 [ 225 225 225 225 90
2010 | 225 25 25 25 .98
2011 | 25 28 28

We estimate that Cleco Corporation’s
earnings will rise at a mid-single-digit
pace in 2011. Cleco Power, the company’s
regulated utility subsidiary, is benefiting
from a regulatory plan that allows it a re-
turn on equity of 11.7%, with a chance to
earn up to a 12.3% ROE, thanks to incen-
tive ratemaking. We have raised our 2011
earnings estimate by $0.05 a share, to
$2.40, due to hotter-than-usual summer
weather conditions. That’s the upper end
of management’s targeted range of $2.30-
$2.40 a share, which was based on normal
weather. We now look for flat earnings
in 2012, based on our assumption of a re-
turn to normal weather patterns.
Dividend growth potential is high.
After several years in which the board of
directors did not raise the disbursement, it
lifted the payout in 2010. Earlier this year,
the board boosted the quarterly dividend
by $0.03 a share (12%) and Cleco has al-
ready stated that an increase of $0.03125
a share (11.1%) is in the offing for 2012.
The company completed an asset sale
in the second quarter. Cleco sold its
50% stake in Acadia Unit 2, a gas-fired
plant, for $150 million. It used the pro-

ceeds for debt reduction. The company re-
corded a gain of $0.63 a share on the sale,
which we excluded from our presentation

as a nonrecurring item.

Cleco is still deciding what to do with
the Coughlin plant. This 775-megawatt
gas-fired facility is the company's sole

remaining nonregulated generating asset.

Its capacity will be available at the start of
2012, after a contract expires. New EPA
rules that will increase costs for coal-fired
units might well make Coughlin a more
valuable asset.

Two capital projects are under way.

Cleco has a 50% stake in a $250 million
transmission project. This should be com-
plete by the summer of 2012, The utility is
spending $73 million (including a $20 mil-
lion grant from the federal government) on
an advanced metering system. This should
be finished by 2013.

This stock does not stand out for the
short or long term. The yield is about a
percentage point below the utility mean,
and 3- to 5-year total return potential is
unexciting, despite the good dividend
growth prospects mentioned above.

Paul E. Debbas, CFA September 23, 2011

(A) Diluted earnings. Exch. nonrec. gains
&osses) ‘00, 5¢; '02, (5¢) 03, ($2 05), 05

2.11; 07, $1.22; 10, $1.91; 201

losses from disc. ops.: '00, 14¢ ’01 4¢ Next

eamings report due early Nov. (B) Divids his-
torically paid in mid-Feb., May, Aug., and Nov.
m Divid reinvestment plan avail. t Shareholder
investment plan avail. (C) Incl. deferred

charges. In*10: $10.51/sh. (D) In mill., adj. for
split. (E) Rate base: Net orig. cost. Rate al-
lowed on com. eq. in '09: 11.7%; eamed on
avg. com. eq., "10: 11.9%. Regul. Climate: Avg
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Incl. $177.0 milt. capitalized leases.
(LT interest eamed: 2.5x)

Leases, Uncapitalized Annual renta
Pension Assets-12/10 $1.40 bill.

able at $103.25-$110.
Commeon Stock 251,800,000 shs.

MARKET CAP: $4.9 billion (Mid Cap)

42471 4570 4749] 4756| 5259| 7424) 7216| 6028 | 3421 | 28.06| 2852 3057 | 2895 | 3043 | 27.23| 25.77] 26.20| 27.15 |Revenues persh 30.00
677 748| 739 660| 787| 761| 524| d09| 239 287| 343| 322| 308| 388 | 347| 370! 70| 3.85 |“Cash Flow” persh 450
227| 245| 261| 224| 285| 25| 127| d299| d29| 74| 140| 64| 64| 123| 83| 133| 145 1.55 |Eaningspersh A 175
90| 102| 14| 26| 133 146| 146| 109| .| -0 -l .| 20| 36| 50| 66| .84] .92|DivdDecPdpershBa | 1.1
584 65| 705] 11.98] 969| B851] 949] 58| 332 269 269 01| 561| 350 359| 328| 425 510 |CaplSpendingpersh | 475

1604 | 1795| 1961| 2083| 21.47| 1948| 1421 786| 984 | 1063 | 1053 | 1003 | 946 | 1088 | 1142 1119 | 12.00| 1270 |BookValuepersh € | 1500

9759 | 94.87] 100.79] 108.11 | 176.04 | 121.20 | 732.99 | 144.10 | 167.13 | 195.00 | 22050 | 222.78 | 225.15 | 22641 | 227,89 | 249.60 | 252.00 | 254.00 | Common Shs Oufstg D | 260.00
0| 15| 135 198] 38| 98] 28| --] | 24| 126 22| A | 108 136| 125 | Botd fighres are |Avg ANl PIE Ratio 3.0
4| 8| 78| 103 | e2| tor| .| --| 66| 67| 12| 142] 66| 91| 80| VawelLine |Relative PIE Ratio 85
36%| 33% | 32%| 28% | 35% | 60%| 55% | T5% | -~ | -~ | -] .- | 12% | 27% | 40%| 40%| "™ lAvgAmiDivdYield | 49%

CAPITAL STRUCTURE as of 6/30/11 9597.0 | 8657.0 | 5513.0 | 5472.0 | 6288.0 | 6810.0 | 6519.0 | 6821.0 | 6205.0 | 64320 | 6600 | 6900 |Revenues ($mill) 7800

Total Debt $7484.0 mil. Due in 5 Yrs $2745.0 mill. | 169.0 | d414.0 | d40.0 | 144.0 | 247.0 | 158.0 | 168.0 | 300.0 | 231.0| 356.0| 380 | 415 [Net Profit ($mill) 480

LT Debt $6361.0mill. LT Interest $356.0mil. |59 gy 1~ | NVF | 18.6% | 256% |  -- | 37.6% | 316% | 34.6% | 38.1% | 38.0% | 38.0% |Income Tax Rate 38.0%

22.5% - -- -- [ 154% | 6.3% | 36% | 1.3%

13.0% | 2.2% | 8.0% | 13.0% |AFUDC % toNetProfit | 12.0%

Is $29.0 mill.

80.9% | 84.4% | 78.2% | 75.3% | 73.5% | 71.7% | 70.5% | 69.4%
18.7% | 15.0% | 18.3% | 21.5% | 234% | 24.9% | 25.9% | 27.4%

67.9% | 70.1% | 69.0% | 68.5% |Long-Term Debt Ratioc | 64.0%
29.0% | 29.5% | 30.5% | 31.0% [Common Equity Ratio 355%

_ Oblig. $1.90 bill. 0131 | 75320 | 86520 | 9640.0 | 9913.0 | 8961.0 | 82120 | 89930 | 8977.0 | 94730 | 8925 | 10325 [Total Capital {Smill) 11000
m iﬁ'gg*;:h‘;ms'ﬂ " ;jdsg'%qgngr "c“"]‘m cal. | 83620 | 52340 | 6944.0 | 86360 | 78450 | 7976.0 | 8728.0 | 91900 | 96820 | 10069 | 10600 | 11325 |Net Plant (Smif) 13500
OfS Sadeass par, cum., 50% | NMF | 27% | 44% | 50% | 45% | 45% | 54% | 4.7% | 58% | 6.0% | 6.0% |Retumon TotalCapl | 65%

87% | NMF| NMF | 61% | 94% | 62% | 69% | 10.9%
88% | NMF | NMF | 62% | 99% | 64% | 7.2% | 11.7%

8.0% | 12.5% | 12.5% | 12.5% |Return on Shr. Equity 12.5%
8.5% | 12.5% | 12.5% | 12.5% [Return on Com Equity E! 12.5%

ELECTRIC OPERATING STATISTICS
2008 200

NMF | NMF | NMF | 62% | 99% | 64% | 51% | 84%
113% | NMF | NMF | -11% 6% | 10% | 35% | 3%

41% | 69% | 55%| 55% |Retainedto Com Eq 5.0%
54% | 46% | 56% | 57% |AllDiv'ds to Net Prof 59%

BUSINESS: CMS Energy Corporation is a holding company for
Consumers Energy, which supplies electricity and gas to lower
Michigan (excluding Detroit). Has 1.8 million electric, 1.7 million gas
customers. Has 1,166 megawatts of nonregulated generating ca-
pacity. Sold Palisades nuclear plant in "07. Electric revenue break-
down: residential, 42%; commercial, 31%; industrial, 20%; other,

7%. Generating sources: coal, 48%; gas, 3%; hydro, 1%; pur-
chased, 48%. Fuel costs: 55% of revenues. "10 reported deprec.
rates: 3.0% electric, 2.9% gas, 7.4% other. Has 7,800 employees.
Chairman: David W. Joos. President & CEO: John G. Russell. In-
corporated: Michigan. Address: One Energy Plaza, Jackson, Michi-
gan 49201, Tel.: 517-788-0550. Internet: www.cmsenergy.com.

9 2010
% Change Retalt Sales (KWH) -3.5 6 +54
Avg. Indust, Use (MWH 1234 1076 1027
Avg. Indust. Revs. ner KWH (¢) 767 729 827
at Peak (M) 9586 8954 9246
Peak Load, Summer (Mw) 7488 7421 8190
Annual Load Factor ( 59.2 559 553
% Change Customers {yr-end) +4 -9 +.2
Fixed Charge Cov. (%) 190 159 215
ANNUAL RATES Past Past Est'd’08-10
of change {persh) 10 Yrs. 5Yrs. to'14'16
Revenues 7.0% -1.5% 1.8%
“Cash Flow” -6.5% 5.0% 3.5%

17.5% 7.0%

Eamings -7.5%
Dividends -9.5% --
Book Value -6.0% 1.5% 5.0%

Cal- | QUARTERLY REVENUES (§ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year

2008 | 2184 1365 1428
2009 | 2104 1225 1263
2010 | 1967 1340 1443
2011 | 2055 1364 1431
2012 | 2175 1450 1500

1844 | 6821.0
1613 | 6205.0
1682 | 6432.0]
1745 | 6600

1775 | 6900

Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year

2008 A4 20 33
2009 3 28 29
2010 35 .26 53
2011 51 26 41
2012 S0 32 48

21 | 1.23
05 93
21 133
27 | 145
30 | 155

Cal- | QUARTERLY DIVIDENDSPADBx | Fyp
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year

2007 05 05 .05
2008 .09 .09 09
2009 A25 426 425
2010 A5 A5 15
2011 21 2 21

.05 20
.08 36
A25] 50
21 66

CMS Energy’s utility subsidiary has
electric and gas rate cases pending.
Consumers Energy has filed for an electric
rate hike of $195 million (5.4%), based on
a 10.7% return on a 42.07% common-
equity ratio. Under Michigan regulatory
law, the utility will self-implement an in-
crease in December. A rate order is due
the following June. Consumers is seeking
a gas tariff increase of $49 million, based
on a 10.7% return on a 41.55% common-
equity ratio. The |wutility will self-
implement an increase in March. The rate
order is due in September.

The unusually hot weather that the
service area experienced this summer
will have just a small effect on the
company’s profits. That's because the
utility operates under a mechanism that
decouples electric revenues and electric
volume. Weather can still affect the bot-
tom line, however. Greater-than-usual
storm activity hurt profits by $0.07 a
share in the first half of 2011, and Con-
sumers still has sensitivity to weather in
the gas side of its business.

We are sticking with our earnings es-
timates for 2011 and 2012. Our profit es-

timate of $1.45 a share for this year ex-
cludes a $0.12 noncash state income tax
benefit that  CMS booked in the second
quarter. We are treating this gain as a
nonrecurring item. (The company's earn-
ings target for 2011 is $1.44 a share.) Our
2012 forecast of $1.55 a share assumes
reasonable regulatory treatment. The com-
pany has set a target for average annual
earnings growth of 5%-7%.

Consumers is building its first wind
project. This will provide 100 megawatts
of capacity. The $232 million project is ex-
pected to be on line by the end of 2012. It
will help the utility meet the state’s re-
newable energy requirement.

Financing needs are small. CMS ex-
pects to benefit from tax-loss carryfor-
wards in the next few years. No large
equity offerings are planned, but the com-
pany intends to raise $25 million-$30 mil-
lion of common equity annually through
various stock plans.

This stock’s dividend yield and 3- to 5-
year total return potential are rough-
ly equivalent to the norms for the
electric utility industry.

Paul E. Debbas, CFA  September 23, 2011

{A) Dil. EPS. Excl. nonrec. gains {losses): '05, | EPS don't add due to rounding, '10 due to
, (7¢); '10, | change in shs. Next egs. report due early Nov. [ base: Net orig. cost. Rate all'd on com. eq. in
(B) Div'ds historically paid late Feb., May, Aug. | 10: 10.7% elec.; in '10: 10.55% gas; eam. on
& Nov. m Div'd reinvest. plan avail. (C} Incl. in- | avg. com. eq., '10: 12.6%. Regul. Climate: Avg.
ts reserved. Factual material is obtained from sources believed o be reliable and is provided without warranties of any kind.

's own, non-commercial, internal use. No part To subscribe call 1-800-833-0046.

($1.61); '06, ($1.08); '07, ($1.26); 09,

3¢; 11, 12¢; gains (losses) on disc. ops.: '05,
7¢,°06, 3¢; 07, (40¢); '09, 8¢; 10, (8¢). ‘08
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callable at $102.68-$103.50, all $100 par, not sub-
ject to mandatory redemption.

Common Stock 200,702,529 shs.

as of 4/29/11

MARKET CAP: $7.4 billion (Large Cap)

RECENT PE Trailing: 32.2 Y| RELATIVE DIVD 0/
CONSTELLATION EGY. nvse.ce [Mi 37.08 [fino 13.7 G s ieats 1,01 1% 2.6%
TMELNESS — Sipeniision | Hiohi| S21] 8011 24| soof s49] 28] 702) 1043/ 1080 | o6l d87] 402 Target Price Range
SAFETY 3 New12is08 LEGENDS
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InSeII- 000000000 % TOT, RETURN 7/11
Institutional Decisions THIS  VLARITH*
1] 2 STOCK INDEX
oy g e 13| Ceren oo wOEEr
Rdion 140085 139149 14209y | "0 7 T : I Sy. 221 486 |
1995 [ 1996 | 1997 | 1998 | 1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 | 2011 [2012 | ©VALUE LINE PUB.LLC[14-16
1989 | 2135| 2040| 2250| 2532( 2577| 2400 | 2853 | 57.82 | 71.17 | 96.08 | 106.83 | 11877 | 9953 | 77.61| 7178 | 7250 | 69.30 |Revenues persh 78.00
459| 445| 466| 493| 557| 578| 502| 550| 631| 689| 678| 681 752| 336| 520| 437 520| 530 |“CashFlow” persh 7.00
202| 185| 197] 206| 248| 230 22| 229| 276| 319| 338| 376 | 429| 48| 179( 161| 230 230 [Earnings pershA 250
155 159| 163| 167| 168 188| 48| 96| 104| 44| 34| 15| 174| 191| 96| 96| .96| .96 |DivdDecPdpersh®a | 1.00
748| 244 253 22T 282| 77| 805| 505| 392| 399| 42| 533 726 971 761 498 420| 500 |CaplSpending persh 575
19.07| 1935| 1944 19.98| 20.01| 2095| 2348 | 2343 | 2467 | 2681 | 27.57 | 2553 | 2993 | 1598 | 4327 | 39.19| 40.40 | 41.65 |Book Value per sh© 48.00
14753 | 14767 | 14767 | 149.25 | 14956 | 15053 | 163.71 | 164.64 | 167,82 | 176.33 | 176.30 | 180.52 | 17644 | 199.13 | 200.09 | 199.79 | 201.00 | 202.00 |Common Shs Outst'g O | 205.00
4] T 40| 13| 12| 58] 164| 121 118 125| 160 156 205] NMF| 155 | 205 | Boid fighres are |Avg Annl PIE Ratio 115
8| 92| 81| 80| 75| 103 84| 66| 67| 66| .85| 84| 109| NMF| 103| 131| vawelLine Relative PE Ratio 75
62%| 59%| 59%| 53% | 58% | 46% | 13% | 35% | 32% | 29% | 25% | 26% | 20% | 29% | 35% | 29% | U™ |AvgAnn') Divd Yield 2.5%
CAPITAL STRUCTURE as of 3/31/11 3928.3 | 4703.0 | 6703.0 | 12550 | 17132 | 19285 | 21193 | 19818 | 15509 | 14340 | 14500 | 14000 |Revenues ($Smill) 16000
Total Debt $4557.9 mill. Due in 5 Yrs $1515.7 mill. | 366.3 | 3721 | 4722 | 567.8 | 619.9 | 6968 | 7964 | 992 | 3724 3363 | 480 480 |Net Profit ($mill) 760
;-LTT?&';:G*‘S“!“::’H‘e';"'S 4X)LT'"'3'95‘$255~5'""" 346% | 403% | 35.6% | 27.1% | 24.8% | 31.0% | 33.7% | 654% | 17.6% | 35.8% | 35.0% | 35.0% |income Tax Rate 35.0%
Leases, Uncapitalized Annual rentals $202.4 mil, | 15.7% | 118% | 29% | 19% | 16% | 20% | 24% | 504% | 234% | 98% | 20% | 3.0% |AFUDC%toNetProfit | 40%
Pension Assets-12/10 $1.41 bill 402% | 53.2% | 53.8% | 49.5% | 46.1% | 46.8% | 45.7% | 60.2% | 35.1% | 35.7% | 30.5% | 32.5% |Long-Term DebtRatio | 31.5%
Oblig. $1.63 bil. | 57.0% | 44.6% | 44.2% | 48.6% | 51.9% | 51.1% | 524% | 37.6% | 63.5% | 62.8% | 68.0% | 66.0% |Common Equity Ratio | 67.0%
Pfd Stock $190.0 mill. Pfd Div'd $13.2 mill. 6746.1 | 8666.2 | 9369.7 | 9730.1 | 9474.8 | 90216 | 10191 | B470.1 | 13701 | 12468 | 11925 | 12750 |Total Capital ($mill) 14700
Incl. 1,800,000 shs. 6.70%-7.125% preference, 77004 | 79571 | 9601.5 | 10087 | 10067 | 92221 | 9767.1 | 10717 | 8453.6 | 9278.8 | 9550 | 9950 |Net Plant ($mill) 11900

65% | 59% | 67% | 74% | 80% { 93% | 8.1% | 32%
91% | 92% | 10.9% | 11.5% | 12.1% | 14.5% | 14.4% | 2.9%
92% | 93% | 11.1% | 11.7% | 12.3% | 14.8% | 147% | 2.7%

40% | 3.6% | 5.0% | 4.5% [Return on Total Cap'l 6.0%
42% | 42% | 6.0% | 55% Returnon Shr. Equity 7.5%
41% | 41% | 6.0% | 5.5% |ReturnonCom EquityE | 7.5%

ELECTRIC OPERATING STATISTICS
2008 200

60% | 57% | 70% | 7.7% | 77% | 91% | 89% | NMF
3% | 4% | 39% | 36% | 39% | 40% | 40% | NMF

1.5% | 1.8% [ 3.5% | 3.5% |Retainedto Com Eq 5.5%
65% | 58% | 43% | 43% |AllDiv'dsto NetProf 29%

% Change Retal Saes (KWH) 35 -1 g 2_&"1, BUSINESS: Constellation Energy Group, Inc. is.a holding company  mercial, 26%; industrial, 2%; other, 5%. Generating sources:
Avg. Indust, Use (MWHI}WH 601 571 516 | for Baltimore Gas and Electric Company, which distributes electrici-  nuclear, 45%; coal, 37%; gas, 13%; other, _5%. Fuel costs: 76% of
Avg. Indust. Revs. ) 12.93 11.26 10.75 | ty and gas in Baltimore and parts of central Maryland. Has 1.2 mil-  revenues. '10 reported depr. rates: generating assets, 2.9%; utility,
g?ﬁf?ﬂéﬁ' ’;g;n'k"(w (}dw “ﬁ Nﬁ Nﬁ lion electric, 653,000 gas customers. Has nonregulated businesses:  3.2%. Has 7,600 employees. Chairman, President & CEO; Mayo A.
Nucear Capacty Facor () NA NA NA | Constellation Energy Commodities Group and Constellation  Shattuck Ill. Inc.: MD. Address: 100 Constellation Way, Baltimore,
%(;hang:gmm(ymd) +5 +.3 +.3 | NewEnergy. Electric revenue breakdown: residential, 67%; com- MD 21202. Tel.: 410-470-2800. Intemet: www.constellation.com.
The proposed acquisition of Con- sey became more than Exelon was willin
ix;d,:::ﬁcgﬁ:is Pt 15:335‘ 2513, 4 ’0:-?160 stellation Energy by Exelon has to provide. The stock is still trading at g
ofchange jpersh)  10¥rs.  5Yrs. to'tng | received some criticism in Maryland. discount of only about 5% to the value of
Revenues 13.0% 20% - -1.0% | The deal calls for Constellation stock- Exelon's offer, which is too low in view of
poash Flow” 0% 12%‘;//0 &% | holders to get 0.93 of a share of Exelon the uncertainty surrounding the regula-
Dfmgﬁjs 5% 15% -do% | (valued at $39.22) for each of their shares. tory process in Maryland. The Timeliness
Book Value 50% 45% 65% | Each company’'s shareholders, the fiegula- rank gdeonste}lllatiolr(l stock remains sus-
y tory commissions in Maryland and New pended due to the takeover agreement.
eg:;r M;%”EE,LL%EVSESE%“g"elt)_m YF:a"r York, and the Federal Energy Regulatory Constellation’s nonregulated busi-

2008 | 4812 4756 5323 4926 | 19818 Commission and other federal agencies nesses have differing prospects. Low

2009 | 4303 3864 4027 3403 | 15508 | Must approve the combination. The com- power prices are squeezing margins from

2010 | 3586 3309 3968 3474 |14340 | panies are targeting early 2012 for comple- the output of the company’s generating as-

2011 | 3570 13360 4070 3500 | 14500 | tion. However, even though Exelon has of- sets. On the other hand, the retail energy-

2012 | 3500 3300 3800 3400 |14p00| fered $250 million in merger-related bene- supply business is benefiting from low

cal- EARNINGS PER SHARE A Fan | fits to Maryland ratepayers (including a prices, which are stimulating customer de-
endar |Mar.31 Jun30 Sep.30 Dec31| Year | $100 credit for each residential customer), mand. Constellation has made two acquisi-

2008 B % 35 4163 45| some intervenor groups believe that this tions that expanded its presence in this

2000 | 30 66 100 di7 | 179] isn’t enough and are asking for more. business materially, from fewer than

2010 ] 95 3 18 13 | 16| We now advise Constellation stock- 300,000 customers to almost a million.

2011 3% 4 81 .65 | 23| holders to sell their shares on the We have cut our 2011 share-net esti-

2012 75 45 60 50 | 230] open market. Exelon’s offer is reason- mate by $0.15, to $2.30, because June-

Cal- | QUARTERLYDIVIDENDSPAIDBm | rup | 2Ple. and Constellation stockholders stand quarter results fell short of our forecast.

endar | Mar31 Jun30 Sep.30 Dec3| Year | O benefit from a doubling of their divi- Our 2012 estimate remains at $2.30. This

2007 | 3775 435 435 435 | 168 dends if the deal goes through. However, company's earnings are hard to predict be-

2008 | 435 4775 4775 4775 | 1g7| investors should remember that Exelon cause each quarter’s tally contains the ef-

2000 | 4775 24 4 4 120 | terminated its agreement to buy Public fects of unusual items, such as mark-to-

2010 | 24 24 24 24 ‘g6 | Service Enterprise Group when the con- market accounting gains or losses.

2011 | 24 24 24 cessions sought by intervenors in New Jer- Paul E. Debbas, CFA August 26, 2011
(A) Diluted EPS. Excl. nonrec. gains (losses): |06, $1.04; 07, {1¢). 10 EPS don’t add due to | intang. In '10: $2.26/sh. (D) In mill. (E) Rate Company’s Financial Strength B+
'02, 91¢; '03, ($1_09£; '04, (8¢); ‘05, (4¢); 06, | rounding. Next egs. report due early Nov. (B) | base: Fair value. Rafe allowed on com. eq.in | Stock's Price Stability 50

7.81); '09, $20.40; '10, Div'ds historically paid in early Jan., Apr., July, | '10: 9.86% elec., 9.56% gas; eamed on avg. Price Growth Persistence 35

36¢; '07, 22¢; '08, (
($6.51); gains (loss) from disc. ops.: '05, 13¢;

& Oct. = Div'd reinvestment plan avail. (C) Incl. | com. eq., 10: 3.6%. Reg. Climate: Below Avg.

Earnings Predictability 20
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' il
2000 2001 | 2002 | 2003 2005

450 | 49.1| 528 Target Price Range
233 | 413| 432 2014 | 2015 2016
120
100
80
B PP M N FYYYTY PRPPT 64
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32
2
20
16
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THIS VL ARITH.*
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ST fy. 132 194 [
{ i 3y 411 268 [
I ] 5y 563 331
)

Incl. $37.0 mill. capitalized leases, $289.0 mill.
Trust Preferred Securities, and $559.0 mill.
securitized bonds.

(LT interest eamed: 3.1x)

1995 [ 1996 | 1997 [ 1998 | 1999 2004 | 2 2006 2010 | 2011 [2012 | ©VALUE LINEPUB. LLC[14-16
2505| 2512] 2594 2010| 3260 | 39.24| 48.71| 4030 | 4176 | 4084 | 5074 | 5083 | 54.28 | 57.23 | 4845| 5051| 51.90| 54.40 |Revenues persh 61.75
7071 7100 742} 761| 840| 859| 698| 831| 695 681 | 814 | 819 B48| 826| 938 78] 9.50| 9.95|“Cash Flow” persh 1.25
302| 280( 288 305 333| 327 215 383 285 255| 327| 245) 266 273| 324 374| 360| 375 |Eamingspersh A 425
206| 206) 206| 206 206| 206 206| 206| 206| 206| 206 208 242| 212 212| 218| 232| 242|DivdDecidpersh®m | 270
313 366] 344 383 510] 525 680 588| 445 519 589 | 792| 796 | 842| 625 ©649| 1020 880 CaplSpendingpersh | 1025
2368| 2373| 2455| 2549| 26.95| 28.15| 2848 | 2726 | 3136 | 31.85| 3244 | 3302 | 3586 | 3677 | 37.96| 3967 | 41.00| 42.30 |Book Value persh © 46.50
14512 | 145.42 | 145.10 | 145,07 | 145.04 | 14265 | 161.13 | 167.46 | 168.61 | 17421 | 177.81 | 177.14 | 163.23 | 163.02 | 16540 | 769.43 | 169.50 | 170.00 |Common Shs Outstg O | 774.00
W0 T2l 103 13| 16| 13| 183] T3] 137] 160| 18| 74| 183 | 148 104| 123 | Boid fighres are |Avg Annl PIE Ratio 125

67| | se| 69| 6| 67| 89| 62| 78| e5| 3| 4| 97| 88| 69| 79| Veweline  |Relative PIE Ratio .90
69%| 66%| 69%| 51%| 53% | 61% | 50% | 48% | 53% | 50% | 46% | 49% | 44% | 52% | 63% | 48% | "5 |AvgAnn'I Divd Yield 47%

CAPITAL STRUCTURE as of 6/30/11 7849.0 | 6749.0 | 70410 | 71140 | 9022.0 | 9022.0 | 8861.0 [ 9329.0 | 8014.0 | 8557.0 | 8800 [ 9250 |Revenues ($mil) 10750

Total Debt $7984.0 mill. Due in 5 Yrs $3176.0 mill. | 3290 | 632.0 | 4800 | 4430 | 5760 | 4370 | 4530 | 4450 | 5320] 6300| 620 650 |Net Profit ($mill) 745

LT Debt §7507.0 mill. LT Interest $428.0 mil - T 211% | 260% | 23.9% | 25.1% | 349% | 31.6% | 32.1% | 35.0% | 35.0% |income Tax Rate 35.0%

8% 49% | 13% | 7% | 1.0% | 5.0% 7:1% 11.2%

26% | 1.6% | 2.0% | 2.0% |AFUDC % to Net Profit 2.0%

63.3% | 63.0% | 59.2% | 57.8% | 55.1% | 56.1% | 54.4% | 56.4%
36.7% | 37.0% | 40.8% | 42.2% | 44.9% | 43.9% | 45.6% | 43.6%

54.0% [ 51.3% | 52.5% | 51.5% |Long-Term DebtRatioc | 52.0%
46.0% | 48.7% | 47.5% | 48.5% |Common Equity Ratio 48.0%

Leasgs, Uncapitalized Annual rentals $39.0 mill. 12517 | 12350 | 12956 | 13154 | 12849 | 13323 | 12824 | 13736 | 13648 | 13811 | 14575 14825 |Total Capital ($mill) 16900
Pension Assats- 1210 8281 bl sa7ob | 95430 | 98130 | 10324 | 10491 | 10850 | 11451 | 11408 | 12281 | 12431 12002 | 13725 | 14175 |Net Plant (Smil) 15300
Pid Stock None 893000 Ia4% | T3% | 56% | 52% | 63% | 5.1% | 53% | 50% | 57% | 6.3% | 5.5% | 6.0% [RetunonTotalCapl | 6.0%
Common Stock 169,328,889 shs. 72% | 138% | 91% | 8.0% | 10.0% | 7.5% | 7.7% | 74% | 85% | 94% | 9.0% | 9.0% |Returnon Shr. Equity 9.0%
7.2% | 138% | 91% | 80% | 100% | 7.5% | 7.7% | 74% | 85% | 94% | 9.0% | 9.0% |Returnon Com Equity E{ 9.0%
MARKET CAP: $3.4 billion (Large Cap) A% | 64% | 25% | 16% | 37% | 12% | 15% | 17% | 29% | 4.0%| 3.0% | 3.0% |Retainedto Com Eq 3.5%
ELECTRIC OPERATING STATISTICS 99% | 53% | T2% | 80% | 63% | 84% | B80% | 1% 65% | 57% | 63% | 63% |All Div'ds to Net Prof 63%
% Change Retail Sales (KWH) 2.0203 295? g _.g BUSINES§: DTE Energy Company i§ a holding company _for The dustrial, 14%,; other, 12%. Generating sources: coal, 72%; nuclear,
Avg. Indust, Use (wa:gw NA NA NA ‘| Detroit Edison (;ompany. which supplies electricity in Detro»_t and a 14%; gas, 1%, purchased, 13%. Fuet costs: 37% of revenues. '10
Avg. Indust. Revs. &er (] NMF  NMF  NMF | 7,600-sguare-mile area in southeastem Michigan, and Michigan reported deprec. rates: 3.3% electric, 2.5% gas. Has 9,800 em-
g&amgeuranﬁerw ) 11011 1 06'\% 11 3’%@ Consolidated Gas (MichCon). Customers: 2.1 mill. electric, 1.3 mill.  ployees. Chairman, President & CEO: Gerard M. Anderson. Inc.:
Amual Load Factur(&a A NA NA | gas. Acquired MCN Energy 6/01. Has various nonutility operations. ~ Michigan. Address: One Energy Plaza, Defroit, Michigan 48226-
% Change Cuslomers (yr-end) -6 -8 -4 | Electric revenue breakdown: residential, 41%; commercial, 33%; in-  1279. Tel.: 313-235-4000. Intemet: www.dteenergy.com.
Fixed Charge Cov. (%) 205 223 262 | DTE Energy’s electric utility subsidi- share. Even so, profits are likely to decline
ANNUAL RATES _Past Past Estd’0s10] AYY is awa.ltlng a d_ecxsmp on its rate for the year because, in 2010, DTE’s nonu-
ofchange (persh)  10Yrs.  5¥rs.  tot | case. Detroit Edison is seeking a rate hike tility investments benefited from high coke
Revenues 45% 30% 3.0% | of $361 million, based on a return of prices and a federal tax credit that wasn't
'éCaS,h Flow” 1.0% ‘;g:/; 3%‘;/: 11.125% on a common-equity ratio of 49%. renewed. We look for earnings growth of
SRR 5% Ton 0% | The utility is also asking for a change in 4% next year, based on improvement at
Book Value 35% 35% 35% | its revenue decoupling mechanism so that both the utility and nonutility sides of

only the lost volume stemming from ener-

DTE's operations.

eg:'a'r Mg'%RTm‘;TS%EVSEEg?D(slljnglcgm 5:3'!, %y efficiency measures is considered. Thus, A couple of projects are under devel-
2008 | 2570 2251 2338 2170 |9a0g| Detroit Edison would benefit from a re- opment. Detroit Edison is building a 102-
2000 | 2255 1688 1950 2121 |sot4g] Pound in Kilowatt-hour sales once the ser- megawatt wind project at an expected cost
2010 | 2453 1792 2130 2173 | 85570 vice area’s economy starts to recover. The of $250 million. It should be in service in
2011 | 2431 2028 2150 2191 |g8so0 | staff of the Michigan Public Service Com- late 2011 or early 2012. DTE has also
2012 | 2600 2050 2250 2350 | 9250 | mission (MP%C) is recommer(ljding a $162 Sig(liled a}lln agreement to build a pipeline
A million rate boost, and an administrative and gathering project to serve a gas pro-
eg:'a'r Mar_ﬁﬁ"ﬂfg;@;ﬂ:& E Dec.31 5:;', law judge is proposing a raise of $156 mil- ducer. This investment, which will amount
2008 | 73 A7 103 80 | 273] lon. The staff and ALJ are recommending to about $280 million, should begin service
2000 | 108 51 ‘@ 72| 304| @ 10.15% return on a common-equity ratio in mid-2002.
2010 | 138 51 9% 90 | 374{of 49%. In April, the utility self- By utility standards, this timely stock
2011 | 1.04 67 99 90 | 260| implemented an increase of $107 million, has a yield and 3- to 5-year total re-
2012 | 145 .70 100 .90 | 375 under a regulatory mechanism that is turn potential that are somewhat
Cal- | QUARTERLY DVIDENDSPADEw | gy | unique to Michigan. The MPSC's order is above the industry averages. Our long-
endar |Mar31 Jun.30 Sep.30 Dec.31| Year due in October. term projections could prove conservative
2007 53 53 53 5 | 212 We have raised our 2011 earnings esti- depending upon the success of DTE's
20081 53 53 53 53| 22| mate by $0.15 a share, to $3.60. June- planned monetization of its acreage in the
2009 | 53 53 53 53 | 242| quarter profits were better than we ex- Barnett Shale region of Texas. The compa-
2010 | 53 53 53 56 | 215| pected. Our estimate remains within man- ny intends to do this in 2012 or early 2013.
2011 56 56 5875 agement’s targeted range of $3.40-$3.70 a Paul E. Debbas, CFA September 23, 2011
(A} Diluted EPS. Excl. nonrec. gains {losses): |08, 13¢. 10 EPS don't add due to rounding. | tang. in "10: $40.57/sh. (D) In mill. (E) Rate Company'’s Financial Strength B+
03, (16¢); °05, (2¢); '06, 1¢; '07, $1.96; '08, Next earnings report due late Oct. (B) Divids | base: Net orig. cost. Rate allowed on com. eq. | Stock’s Price Stability 100
in "10 {electric and gas): 11%; eamed on avg. | Price Growth Persistence 35

50¢; "11, 52¢; gains (losses) on disc. ops.: '03, | historically paid in mid-Jan., Apr., July, and
40¢; '04, (6¢); "05, (20¢); "06, (2¢); ‘07, $1.20;
© 201, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind. -
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Oct. m Divd reinvest. plan avail. (C) Incl. in-

com. eq., '10: 8.0%. Regulatory Climate: Avg.
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EDISON INTERNAT'L wvse.ex _[5ée

RECENT

30,53 [fno 14,2 (fatns 14

peaito 1.01)%0 3.3% i

100] 1.00] 1.00] 104} 1.08 83

.- -- -- 80| 102 110| 1.18] 1.3

High:| 300] 161 198] 221] 325 492] 47.2] 60.3] 557| 367 39.4] 402 i
TMELNESS 3 Lowerdsnm | Hioh 1441[ 63| 78| 108| 212| 304| 379| 428| 267| 231| 304 326 Zaorf:t ngg R;ng
SAFETY 3 Raised 1111105 LEGENDS 120
we= 1.59 X Dividends p sh é 100
TECHNICAL 3 Lowered 9211 g;;ded by ntrest Rate
. atrve rice Strength 80
BETA .80 (1.00 = Marke ogions:Ves T T T T o
"~ 2014-16 PROJECTIONS_ |2 aras it ecessions 1T T =T | T 8
Ann’l Total TH [ T
Price  Gain  Return /Iﬂa'_iy— T T
High 50 (+25%} 9% |~ P 32
Low 30 (-25%) -3% [nIiy i, 24
Insider Decisions - 20
DJFMAMJ J A o o 16
to 100000000 s T s
opz:ymooo1o1ooo . - 12
foSel 000101000 - %TOT.RETURN 911 |3
Institutional Declisions o THIS  VLARITHS
42010 1Q011  2Q201 1 STOCK INDEX
ey 1e4 7 158 Percent 11 il 1y, 150 48
to Sell 197 194 210 | yaded Im Tl I 3y, 70 250 [
Hid's{000) 251635 248100 248068 I Il Hi M| Syr. 76 166
1995 | 1996 | 1997 | 1998 { 1999 | 2000 2005 {2006 {2007 | 2008 | 2009 (2010 | 2011 [2012 | ©VALUELINE PUB.LLC{14-16
1895| 2013 | 2458) 29012| 27.85| 3596| 3510 3526 | 37.25| 3130 | 3638 | 3874 | 4025 | 4331 | 3798 | 3809 | 3745 38.65 Revenues persh 44,50
395 445 549 6.65 720 d52( 435 479 5.88 379 6.99 1.25 7.60 8.08 7.96 8.41 7.85 8.10 | “Cash Flow” per sh 9.00
1.66 164 1.75 1.86 203 | d5.84 1.30 1.82 238 .69 3.34 3.28 332 3.68 324 335 275 2.80 |Earnings persh A 325

125| 127| 129! 1.31 |Divid Decl'd per sh Bw 140

2181 175[ 208] 275| 355| 457
1434 ] 1507 1471| 1455] 1501] 743

286 488] 395| 532 573[ 778[ 867| 867
10.04 | 1362 1652 | 18.57 | 20.30 | 23.66 | 25.92 | 29.21

1007 [ 1394 | 15.65 16.25 [Cap'l Spending per sh 13.25
30.20 [ 3244 | 33.85| 35.30 {Book Value persh © 40.25

(LT interest eamed: 3.0x)

--) 33% | 37% | 114% | 49% | 51% | 82% | 8.9%

443611 42452 | 375.16 | 35055 | 347.21 | 325.81 | 325.81 | 32581 | 32581 | 325.81 | 325.81 | 325.81 | 325.81 | 325.81 | 325.81 | 326.81 | 325.81 | 325.87 | Common Shs Outstg D

007 108| 137] 151 129 ST 100| 78] 70| NME| 17| 130 160 | 124 97| 103 | Bok fighres are |Avg Anml PIE Ratio 125
61l 68l 9| M u -l 51| 43| 40| NMF| 62| 70| 85| 75| 65| 66| VelelLine |Relative P/E Ratio 85
60% | 57%| 42% | 37%| 41%| 39% -- -- ool 3% | 26% | 26% | 22% | 27% | 40% | 37%| ="' |Avg Ann'l Divd Yield 3.5%
CAPITAL STRUCTURE as of 6/30/11 11436 | 11488 | 12135 | 10199 | 11852 | 12622 | 13113 | 14112 | 12374 | 12408 | 12200 | 12600 |Revenues ($mill) 14500
Total Debt $13397 mill. Due in 5 Yrs $2838.0 mill. | 5351 | 644.0 | 738.0 | 220.0 | 1132.0 | 1134.0 | 1151.0 {12660 | 11150 | 1153.0 | 960 | 985 |Net Profit ($mill 1120
LT Debt $12956 mill. _ LT Interest $773.0 mill NMF | 37.8% | 224% | -- | 26.0% | 314% | 27.3% | 30.7% | 33.0% | 32.1% | 32.5% | 32.0% [Income Tax Rate 32.0%

10.5% | 16.9% | 11.0% | 11.0% |AFUDC % to Net Profit 9.0%

Leases, Uncapitalized Annual rentals $1.14 biil.
Pension Assets-12/110 $3.24 bill.

73.3% | 66.6% | 68.1% | 60.5% | 54.6% | 51.3% | 49.1% | 51.2%

49.3% | 51.8% | 51.5% | 51.5% [Long-Term Debt Ratio 53.5%

' Oblig. $4.08 bill | 18.9% | 256% | 31.1% | 37.8% | 40.0% | 435% | 46.0% | 44.5% | 46.5% | 44.3% | 44.5% | 44.5% |Common Equity Ratio | 43.0%
Pfd Stock $1029 mill. Pfd Div'd $59.0 mil. 17279 | 17352 | 47299 | 15995 | 16167 | 17725 | 18375 | 21374 | 21185 | 23861 | 24875 | 25800 |Total Capital [Smil) 30400
4,800,198 shs. 4.08%-4.78%, $25 par, call. $25.50- | goq30 | 8247.0 | 12587 | 13475 | 14469 | 15913 | 17403 | 18969 | 21966 | 24778 | 28225 | 31825 [Net Plant ($mill 39500

$28.75/sh. 8,000,000 shs. 5.349%-6.125%, $100
par; 1,250,000 shs. 6.5%, $100 liquidation value.
Common Stock 325,811,206 shs.

as of 81111

66% | 6.7% | 72% | 42% | 94% | 86% | 83% | 74%
1.6% | 11.1% | 134% | 3.5% { 154% | 13.4% | 123% | 12.1%
13.6% | 11.9% | 136% | 3.5% | 16.7% | 14.0% | 13.0% | 12.8%

6.9% | 63%| 55%| 55% |Returnon Total Cap'l 5.5%
104% | 10.0% | 8.0% | 8.0% |Return on Shr. Equity 8.0%
10.8% | 10.4% | 8.0% | 8.5% [Return on Com EquityE | 8.0%

MARKET CAP: $13 billion (Large Cap)

136% | 11.9% | 13.6% { NMF | 122% | 10.1% | 9.2% | 8.6%
17% | 18% 1% | NMF| 29% | 31% | 33% | 35%

6.7% | 65% | 45% | 4.5% [Retainedto ComEq 4.5%
41% 1 40% | 50% | 49% Al Div'ds to Net Prof 46%

ELECTRIC OPERATING STATISTICS
2008 200!
RetalSaes (KWH) 1 44 27

BUSINESS: Edison International (formerly SCECorp) is a holding
company for Southern California Edison (SCE), which supplies
electricity to 4.9 million customers in a 50,000 sq. mi. area in cen-
tral, coastal, and southern California (excl. Los Angeles and San
Diego). Edison Mission Group (EMG) is an independent power pro-
ducer. Electric revenue breakdown: residential, 40%; commercial,

45%; industrial, 6%; other, 9%. Generating sources: nuclear, 20%;
gas, 8%; coal, 6%; hydro, 5%; purchased, 61%. Fuel costs: 33% of
revs. "10 reported deprec. rate (utility): 4.1%. Has 20,100 employ-
ees. Chairman, President & CEO: Theodore F. Craver, Jr. inc.: CA.
Address: 2244 Walnut Grove Ave,, P.O. Box 976, Rosemead, CA
91770. Tel.: 626-302-2222. Internet: www.edison.com.

Avg Indust. Use (MWHM 711 669 710

Avg lndugpf: 5 ® 6.88 6'\?2 7 '\?2
a

Peak Load, Summerdfw) 22020 22112 22771

Annul Load Factor { 55 534 507

% Change Customers (yr-end) +3 +4 +5

Fixed Charge Cov. (%) 298 268 240

ANNUAL RATES Past Past Est'd’08-'10

of change (persh) 10 Yrs S5Yrs. to't4'16
Revenues 25% 25% 2.0%
“Cash Flow” 6.5% 8.0% 1.5%
Eamnings 10.0% -1.0%
Dividends 2‘5% 156.5% 2.0%
Book Value 95% 10.5% 4.5%

Cal- | QUARTERLY REVENUES (§ mill) Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year

2008 | 3113 3477 4295 3227 | 14112
2009 | 2812 2834 3678 3050 12374
2010 | 2810 2742 3788 3069 |12409
2011 | 2782 2983 . 3535 2900 (12200
2012 | 2900 3000 3700 3000 | 12600

Cal- EARNINGS PER SHARE A Fuil
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year

2008 82 19 13 66 | 3.68
2009 18 a8 108 59 | 324
2010 10 62 146 58 | 335
2011 62 54 105 54 275
2012 65 55 105 .55 | 280

Cal- | QUARTERLYDIVIDENDSPAIDB= | Fyn

endar [Mar31 Jun.30 Sep.30 Dec.31|{ Year
2007 | .29 .29 29 29 1.16
2008 | 305 305 305 305 122
2009 | .31 3 kil 3 1.24
2010 | 315 315 35 315 1.26

2011 | 32 32 32 32

Edison International’s utility subsidi-
ary has a rate case pending. Southern
California Edison is seeking increases of
$824 million next year, $136 million in
2013, and $532 million in 2014. New
tariffs will take effect at the start of 2012.
The current filing does not deal with the
cost of capital. In April of 2012, SCE will
put forth a cost-of-capital application.

The utility’s prospects are good. SCE
is performing well, and its earning power
rises as its rate base increases. In fact, the
utility forecasts that its rate base will rise
at a compounded annual growth rate of
8%-11% through 2014. Despite the positive
trends at SCE . . .

Earnings are headed down in 2011.
The rise in income we expect from the util-
ity will be outweighed by a significant
bottom-line decline at Edison Mission
Group (EMG), the nonregulated side of
Edison International’s business. Low
power prices are the problem. In fact, the
nonregulated operations are likely to fall
into the red this year. Management’s earn-
ings guidance of $2.60-$2.90 reflects a
$0.19-a-share deficit at EMG, compared
with a profit of $0.59 a share in 2010. We

expect just a slight earnings recovery for
the company as a whole in 2012.

Stricter environmental regulations
are a concern for Edison Internation-
al’'s nonregulated coal-fired assets. In
the current environment of low power
prices, the company must decide whether
market conditions justify the capital
spendmg needed to keep the plants operat-
ing in the long run. Although forward
prices for power to be sold in mid-decade
suggest that higher environmental costs
will eventually be reflected in market
prices, this doesn’t necessarily mean that
Edison will make the upgrades.

We expect a dividend hike at the
board meeting in December. This has
been the pattern in recent years. We esti-
mate the same $0.02-a-share boost in the
yearly disbursement as in the past three
years. Edison wants to pay out 45%-55% of
SCE’s (not the company s{ earnings, so as
long as the utility’s income is rising, divi-
dend increases are probable.

This stock’s yield is low, by utility
standards. Total return potential to 2014-
2016 is unexciting, too.

Paul E. Debbas, CFA November 4, 2011

(A) Diluted EPS. Excl. nonrec. gains (losses): | nonrec. losses: '00, $7.58; '01, $1.88. '09 & 10 | avail. (C) Incl. defd charges. In "10: $13.34/sh. | Company’s Financial Strength B++
‘01, $1.88; '02, $1.48; '03, (12¢); '04, $2.12; | EPS don't add due to roundmg Next earnings | (D) In mill. (E) Rate base: net orig. cost. Rate | Stock’s Price Stability 95
10, 54¢; gain Iosses) from disc. report due late Feb. (B) Div'ds historically paid | al'd on com. eq. in '08: 11.5%; eamed on avg. | Price Growth Persistence 65

09, (B4¢);
ops.: 07, (1¢); '09, (2¢); 10, 1¢; '11, (1¢). Incl.

late Jan., Apr., July & Oct. m Div'd reinv. plan | com. eg., '10: 10.8%. Reg. Ciim.: Above Avg.

Earnings Predictability
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SAFETY 3 Lowredt2zstp [ LEGENDS
TECHNICAL 3 Lowered 611 dided b Iere! Rae o
- ative Price Strength 48
BETA .75 (1.00 = Market) Oguons: Yes i 40
I 2014-16 PROJECTIONS | haded areas indicate recessions . 22
i Aol Total 1y Bt NN RGN M oo il . . T NN NN RN AN RN =xeea] 24

) Price  Gain Return [ EEE e 20
High 25 (+30%) 11% Fe T T P
Low 16 (15%) 1% e o
Insider Decisions e 12

ONDJFMAM Tl e
By 010000010 I S 8
Optios 0 0 0 0000 OO L6
(oSeII_ 0 00000010 . % TOT. RETURN 8/11
Institutional Decisions e, l ™HS  VLARITH®
010 1 n STOCK  INDEX
ohy o8 a0y o7 | Fercent 18 . malr T ty. 103 104
to Sell 106 ol 110 | traded 6 A | (T P PTIRTI P | TP T T ITH:I[ 3yr. -3.0 268 [
Hi's(10) 90060 94368 94349 [ELTCETITHIT (AT LY {11110 Sy 162 334
1995 [ 19961997 [ 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 [2006 [2007 {2008 | 2009 | 2010 | 2011 [2012 | ©VALUE LINEPUB. LLC[14-16
14.31| 1460| 1447| 1517 1450 | 18.02( 2361 | 2691 | 31.04 | 3313 | 3485 | 3330 | 37.89 | 14.00 | 1451 1662 1690 | 176.15 |Revenues persh 19.25
406 390 39 421 3631 463 470| 440| 469 475| 454 38| 424 | 3.09 327 442} 3.55| .65 |“CashFlow” persh 475
192 169 169| 189 126| 205 1591 204 | 227| 246 218 162] 186 1.16 103 153 120 | 1.45 |Eamings per sh A 1.75
1541 189| 1.62 164 | 166| 166| 166 1.66| 166| 166| 166| 1.66 166 | 1.66 83 83 .83 .83 {Div'd Decl’d per sh Bm 1.10
220 t66] 205 197 297 667/ 438) 191 2197|266 449 605 615 886 649 476 375] 4.05|Cap'l Spending per sh 3.50
1450 1471 1449 1441 1397 | 14.88| 1259 | 1358 | 1382 | 1535 | 16.37 | 1670 | 1818 | 21.39 | 2062 | 21.26 | 21.65| 21.50 |Book Value persh © 23.50
6191 61917 6191 61.91] 6191 | 6191 61.91| 6920 6926 | 7437 [ 7474 | 80.35 | 86.23 | 119.26 | 13542 | 135.71 | 136.00 | 755.00 |Common Shs Outst'g D | 155.00
122 1597 170 1577 200 +124] 159 14 1221 126 140 183 183 205 16.0 | 121 | Bold figlres are |Avg Ann'i PIE Ratio 1.5
821 1.00 98 82| 114 81 81 61 70 67 75 99 87| 123 1.07 .78 Value|Line Relative P/E Ratio 75

65%| 59%| 56%| 55%| 66% | 65%| 66% | 7.3% | 6.0% | 54% | 55% | 56% | 55% | 7.0% | 50%| 45%| ™™ |Avg Ann' Divid Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 1461.9 | 1861.9 | 21495 | 2464.0 | 2604.9 | 2675.3 | 3267.1 | 1670.1 | 1965.0 | 2255.5 | 2300 | 2500 |Revenues ($mill) 3000
Total Debt 53975-5."‘"'- Duein5Yrs $1721.1mil. | 100.0 | 1202 | 159.0 | 1788 ) 1642 ) 1276 | 159.2 | 1195 | 1356 | 2117 165 215 | Net Profit ($mill) 280
Hdb§§§}$258:3i81we t{y‘ﬁﬁt’:ﬁﬁ:jé Ml ITI66% | 27.2% | 2% | 26.1% | 18.0% | 270% | 30.7% | 345% | 25.0% | 31.7% | 34.0% | 34.0% |Income Tax Rate 340%
mandatory conversion i 2012. 128% | 1.0% | 18% | 20% | 21% | 84% | 10.6% | 468% | 57.0% | 257% | 6.0% | 7.0% |AFUDC%toNetProfit | 4.0%
(LT interest eamed: 2.0x) 53.1% | 53.5% | 53.8% | 44.8% | 47.5% | 306% | 40.0% | 49.7% | 53.2% | 50.2% | 52.0% | 50.5% |Long-Term DebtRatio | 57.0%
Leases, Uncapitalized Annual rentals $17.9 mill. 44.6% | 44.7% | 44.4% | 534% | 50.9% | 67.5% | 57.9% | 49.6% | 46.2% | 49.2% | 47.5% | 49.0% [Common Equity Ratio 48.5%
Pension Assets-12/10 $353.8 mill. | 1747.4 | 2102.8 | 2154.6 | 2137.1 | 2403.3 | 1988.4 | 2709.8 | 5146.2 | 6044.5 | 5867.6 | 6210 | 6840 |Total Capital ($mill) 7500
Pid S ‘ _ Oblig. $911.4 mill. | 6537 | 2604.1 | 2700.9 | 27345 | 27655 | 3086.2 | 34445 | 6081.3 | 6651.1 | 6892.3 | 7085 | 7365 | Net Plant (Smit) 7925

fock $39.0mil.  Pfd Divd $1.6 mil. T5% | TT% | 90% | 10.1% | 82% | 7.9% | 75% | 35% | a9% | 53% | 45% | 45% R ; D
390,000 shs. 3.80% to 4.50% (all $100 par & Sk T 0% | 10 : : : - 9% | S3% | 45% | 45% ReturnonTotal Capll | 5.5%
cum.), callable from $101 to $103.70. 122% | 13.2% | 16.0% | 15.1% | 13.0% | 9.2% | 99% | 46% | 48% | 7.2% | 55% | 6.5% |Returnon Shr. Equity 1.5%
Common Stock 136,007,431 shs. as of 7/29/11 12.6% | 13.6% | 16.4% | 15.5% | 13.3% | 94% | 101% | 46% | 48% | 7.3% | 55% | 6.5% |ReturnonComEquity ! 7.5%
MARKET CAP: $2.6 billion (Mid Cap) NMF | 23% | 44% | 51% | 32% | NMF 9% | NMF 8% | 34% | 20%| 2.5% |RetainedtoCom Eq 3.0%
ELECTRIC OPERATING STATISTICS 104% | 83% | 73% | 68% | 76% | 104% | 91% | NMF 81% | 54% | 68% | 57% |All Div'ds to Net Prof 62%
Y5 Change Retal Sales (KWH) ;"20202 ,31039? 24,0518 BUSINESS: Great Plains Energy Incorporated is a holding compa-  other, 12%. Generating sources: coal, 66%; nuclear, 14%; gas &
Avy. Indust. Use (MWH 066 1367 1429 | ny for Kansas City Power & Light and two other subsidiaries, which oil, 2%; wind, 1%; purchased, 17%. Fuel costs: 29% of revs. '10 re-
Avg. Indust. Revs. ﬁu # 523 547 589 | supply electricity to 825,000 customers in westem Missouri (71% of  ported deprec. rate (utility): 3.0%. Has 3,000 employees. Chairman
gamgtgﬁgnk"(mw 3‘118?, 2329 gggf revenues) and eastemn Kansas (29%). Acq'd Aquila 7/08. Sold Stra- & .CEO: Michael J. Chesser. President & COO: Terry Bassham.
Nemauall.d Fackr | ) 528 513 528 | tegic Energy (energy-marketing subsidiary) in '08. Electric revenue Inc.. MO. Address: 1200 Main St, Kansas City, MO 64105. Tel.:
%ChangeCuﬁoﬂmzavg) +6 1.2 +2 | breakdown: residential, 41%; commercial, 38%; industrial, 9%; 816-556-2200. Intemet: www.greatplainsenergy.com.

Fixed Charge Cov. (') 188 144 218 | This has been a difficult year for late 2011 or early 2012. They also want
ANNUAL RATES _Past Past Estd 0810 Great Plains Energy. An extended out- the states to institute regulatory mechan-
ofchange (persh)  10¥rs.  5Yrs. to't6 | 2ge at the Wolf Creek nuclear plant cut isms, such as rate riders and cost trackers,
Revenues -5% -145%  4.0% | share earnings by $0.05 in the June quar- that will enable quicker cost recovery.
goash Flow" ;gf,//: ) ggﬁf ter. Flooding in the Midwest has reduced We were too optimistic about the com-
SR S0 son Np | the amount of coal that can be delivered to pany’s prospects for 2012. In our June
Book Value 40% 70% 20% | the company's plantfs. The relian(:ebl on r(}alport, we forecagted earnings of $1.60 a
- more-costly sources of power is a problem share next year, but upon reporting June-
eg:'a'r Mg_gl:RTEE;Y:’%EVgggS%(sgllellé)m YF:;L for Kansas City Power & Light, whicl.'l quarter results, management issue%l guid-

2008 (2975 23350 5936 4439 16701 Lacks a fuel adjustment clause in Missouri. ance of $1.35-$1.55 for 2012. So we cut our

2009 |4192 4805 5877 4776 |19650 | 1his will lower profits by an estimated estimate by $0.15. We now believe a divi-

2010 5069 5520 7288 467.8 |22555 $0.08-30.12 a share in the second half of dend hike won't come until 2013, although

2011 (4929 5654 742 500 |2300 | 2011. And, the weak economy is lessening we don’t rule one out in 2012. Great Plains

2012 |550 600 800 550 |2500 | the demand for power. Any volume growth is targeting a payout ratio of 50%-70%.

Cal- EARNINGS PER SHAREA Fan | this year is likely to come from the effects The Kansas commission approved a
endar |Mar31 Jun3D Sep.30 Dec3t| Year | Of @n unusually hot summer. Finally, the project for environmental retrofits to

2008 | 407 5@ 06 | 15| Service area was hit with severe storms in the LaCygne coal-fired station. The

200 | 05 28 5 10| 103| August. Not all has gone wrong; in June, portion of the $615 million project that is

2010 | 15 47 9 dod | 153} the utilities received rate hikes in Mis- allocated to Kansas will be $281 million.

2011 o 31 .73 .5 | 1.20( souri. All told, Great Plains figures profits The rest of the costs are allocated to Mis-

2012 15 35 80 .15 | 1.45| will wind up in a range of $1.10-$1.25 a souri. The utility will have to recover the

Cal- | QUARTERLY DVIDENDSPADB= | pun | Share this year. We have trimmed our esti- expenditures through a general rate appli-

endar |Mar31 Jun30 Sep.30 Dec3i| Year | mate by a nickel a share, to $1.20. cation in each state.

2007 | 415 415 415 415 | 1.66 Regulatory lag is a problem. The We believe this stock’s yield isn’t high

2008 | 415 415 415 415 | 166| normal delay in recovering costs will hurt enough to compensate investors for

2009 | 2075 2075 2075 2075| 83| share net by an estimated $0.20 this year the uncertainties that the company is

2010 | 2075 2075 2075 2075| 83| and $0.22 next year. To combat this prob- facing.

2011 | 2075 2075 2075 lem, the utilities plan to file rate cases in Paul E. Debbas, CFA  September 23, 2011
{A) Excl. nonrec. gains (Josses): ‘00, 49¢; '01, | don’t add due to change in shares or rounding. | *10: $8.05/sh. (D) In mill. (E) Rate base: Fair Company'’s Financial Strength B+
($2.01); 02, (5¢); 03, 29¢; '04, (7¢); 09, 12¢; | Next eamings report due early Nov. (B) Divids | value. Rate aflowed on com. eq. in MO in '11: | Stock’s Price Stability 95

historically paid in mid-Mar., June, Sept. & Dec. | 10%; in KS in '10: 10%; earned on avg. com. | Price Growth Persistence 10

eq., "10: 7.3%. Regulatory Climate: Average.

Earnings Predictability
To subscribe call 1-800-833-0046.
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'05, (1¢); nonrec. gain (loss). ‘05, 11¢; '07,

(9¢). Next egs. due mid-Feb. (B} Div'ds histor.
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adj. for split. (E) Rate base: Orig. cost. Rate

Avg. (F) Excl. div'ds paid through reinv. plan.
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Institutional Decisions s}gclsx v,.l ,‘}3&"
toBuy 402;1; 1022111 1020711 spﬁgﬁf;” 1 ey ] iyn. 135 48
o Sel 81 82 91| traded I ! ) . 11\ AT 3y 03 2860 [
Hids{itD) 35955 38026 36557 i M | [HIEII Sy 187 166
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 ; 2002 | 2003 | 2004 [ 2005 | 2006 [2007 {2008 | 2009 | 2010 [2011 |2012 | ©VALUELINE PUB.LLC |14-16
2976 2286 | 2295) 2312) 2364 2605 24261 2246 | 2349 | 2385 | 27.36 | 30.21 | 3040 | 3556 [ 2496 | 28.14 | 3230 | 35.95 [Revenues persh 40.25
273) 281| 301 323} 335 308 333| 352| 354 309 322 319 | 301 | 272 | 259| 288 305 3.30“CashFlow" persh 3.75
133 130| 138 148} 145} 127| 160 162| 158 136] 146 133 141 107 S 12 130} 145 |Eamings persh A 200
119 1.2 122 124 124| 124 124| 124 124 | 124 | 124 | 124 124 | 124 124 124! 124| 124 |Div'd DecPd pershBnt 1.30
327 333 231 260 209 204 177 174 215 266 276 258| 262 ) 3921 329 192 315| 3.60 [Cap’l Spending per sh 6.00
1225 | 1252 1277| 1287| 1346| 1272| 1306 | 1421 | 1436 | 1501 | 1502 | 1344 | 1529 | 1535 | 1558 | 1567 | 1585 16.05 |Book Value persh 18.00
5955 61.71] 6379 64.23| 6443 6598| 7120 | 7362] 7584 | 80.69 | 80.98 | 8146 | 8343 | 9052 | 9252 | 94.69 | 96.00 | 96.00 |Common Shs Outst'g P { 708.00
1357 1377 132 134 121 129 118 135 138 192 183 203 | 216| 232 198 18.6 | Bold fighres are |Avg Ann’l PJE Ratio 120
80 86 76 70 69 .84 .60 T4 J98 | 1.0 87| 110} 145 140} 132 1.18| \ValvelLine |Relative P/E Ratio .80
66% | 68%| 67%| 62%| 7% | 75%| 66% | 57% | 57% | 48% | 46% | 46% | 52% | 50% | 69% | 55% | *"F™  AvgAnn'IDiv'd Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 1727.3 | 1653.7 | 1781.3 | 1924.1 | 22156 | 2460.9 | 2536.4 | 3218.9 | 2309.6 | 2665.0 | 3100 | 3450 |Revenues ($mill) 4350
Total Debt $1440.0 mill. Due in 5 Yrs $300.9mil. | 1098 | 1202 | 1204 | 1096 | 1203 | 1099 | 936 | 922 | 849| 1154 | 125| 140 |Net Profit ($mill) 210
:;‘Tc‘Dgg‘t)ﬁﬁaé.gnmlls" LTftlintseeI:s;fsth.? T{,H‘id 34.6% | 34.6% | 34.9% | 45.8% | 364% | 36.5% | 354% | 34.7% | 34.1% | 37.0% | 35.0% | 35.0% (Income Tax Rate 32.0%
(T interest eamed: 3.28) oo | 50% | 48% | 54% | 76% | 5% | 84% | 83% | 142% | 206% | 74% | 6.0% | 80% |AFUDC %o NetProfit | 260%
Pension Assets-12/10 $832.4 mill. 56.9% | 52.0% | 48.6% | 47.6% | 452% | 49.9% | 47.6% | 46.0% | 48.0% | 44.5% | 45.0% | 46.5% (Long-Term Debt Ratio 46.0%
Oblig. $1.17 bitl. | 41.6% | 46.5% | 49.8% | 51.0% | 53.3% | 48.6% | 51.0% | 52.7% | 50.7% | 54.3% | 53.5% | 52.5% ]Common Equity Ratio 53.0%
Pfd Stock $34-31m§"- "’fg Div'd §2.0 mill. 22358 1 2251.0 | 2186.9 | 2375.1 | 22839 [ 2252.7 | 2501.8 | 26352 | 2840.8 | 27329 | 2840 | 2945 [Total Capital ($mill) 3700
;'211!41'2370335': A7/§/;35$/416°6$2a? o ?1"6320 | 20675 | 2079.3 | 2311.9 | 2422.3 | 25428 | 26475 | 2743.4 | 2007.4 | 30885 | 31659 | 3205| 3465 |Net Plant ($milf) 4500
Srkingfundonds 2018, - 67% | 73% | 73% | 6.0% | 68% | 64% | 52% | 47% | 4.3% | 56% | 5.3% | 6.0% |RetumonTotalCapl | 7.0%
Common Stock 95,877,918 shs. 114% | 11.1% [ 10.7% | 88% | 96% | 97% | 7.1% | 65% | 58% | 7.6% | 8.0% | 9.0% [Return on Shr. Equity 10.5%
as of 7/21/11 11.6% | 11.3% | 10.8% | 89% | 9.7% | 99% | 72% | 65% | 58% | 7.7% | 8.0% | 9.0% |Returnon Com Equity E| 10.5%
MARKET CAP: $2.4 billion (Mid Cap) 44% | 43% | 39% | 11% | 15% | 7% | 8% | 5% | NMF| 14%| .5%| 1.5% [Retainedto ComEq 3.5%
ELECTRIC OPERATING STATISTICS 63% | 63% | 64% | 87% | 85% | 93% | 89% { 93% | NMF| B82% | 85% | 86% |All Div'ds to Net Prof F 67%
% Change Retal Sles (KWH) 2_010!8! 2_0203 2_01"1) BUSINESS: Hawaiian Electric Industries, Inc. is the parent compa-  rev. breakdown: res’l, 33%; comm'l, 34%; targe light & power, 32%;
Avg.ln%estUse(MWH 6623 6403 6352 | ny of Hawaiian Electric Company (HECO) & American Savings other, 1%. Generating sources: oil, 60%; purchased, 40%. Fuel
Avg. Indust Rews. per KWH [f) 2536 17.68 21.41 | Bank (ASB). HECO & its subs., Maui Electric Co. (MECO) & Hawaii costs: 54% of revs. 10 reported depr. rate (util.;: 3.5%. Has 3,400
g:gkﬂm%ﬁg‘mxw) %ggg %g‘g %ggg Electric Light Co. (HELCO), supply electricity to 446,000 customers  empls. Chairman: Jeffrey N. Watanabe. Pres. & CEO: Constance
Amua!Loa'dFactor(%} 753 722 739 |Oon Oahu, Maui, Molokai, Lanai, & Hawaii. Operating companies’ H. Lau. Inc.. Hl. Address: 900 Richards St, P.0. Box 730,
% Change Customers (yr-end) +1 +5 +.5 | systems are not interconnected. Disc. int') power sub. in '01. Elec. Honolulu, Hi 96808-0730. Tel.: 808-543-5662. Web: www.hei.com.
Fied Chatge Cov. (%] 255 234 300 | Hawaiian Electric Industries is trying. Maui Electric Company (MECO) has
ANNUAL RATES Past Past_Estase-1o| t0 narrow the gap between its utili- filed a rate case, and Hawaii Electric
of change (persh)  10Vrs. . 5Yrs. to's4’tg | ties’ allowed and earned returns on Light Company (HELCO) will follow
Revenues 20% 35% 55% | equity. In recent years, the allowed re- suit in 2012. MECO is seeking a tariff
geash Flow® 12%://" '435'%:/}’ 5% | turns on equity of HEIs three utilities hike of $27.5 million (6.7%), based on a re-
Dvidengs ek TR TL0% | have been 10% or higher. The utilities turn of 11% on a 56.85% common-equity
Book Value 20% 10% 25% | haven't ccizme close to earning their al- ratio. Once MdECO and HELCO receive in-
; lowed ROEs due to rising expenses and terim rate orders, they will begin to bene-
egsla'r MﬂAfRTE{I}%%EVgEg@%(SggQ“ ;:a", declining kilowatt-hour sales that resulted fit from the same regulatory mechanisms
2008|7506 7741 91654 7998 |33igy| from the weak economy and energy effi- under which HECO now operates.
2000 |5438 5250 6203 6196 |23005 | ciency measures. For the 12 months that The new  regulatory mechanisms
2010 16190 8557 6046 6957 |26650 | ended on June 30th, their combined ROE should boost the company’s earning
2011 |7106 7943 7951 800 |300 | was just 5.81%. So, the company proposed potential. Another benefit to the bottom
2012 (825 850 875 900 [3450 | regulatory mechanisms that decouple elec- line is the improved return on assets at
cal EARNINGS PER SHARE A Fanl | tric revenues and electric volume and pro- American Savings Bank. However, it ap-
endar |Mar31 Jun30 Sep.30 Dec3i| Year | Vide for annual rate adjustments for capi- pears as if the earnings recovery will come
2008 06 M 16 | 107| tal spending and higher operating and more slowly than we had anticipated, so
2000 | 22 17 a7 15 ‘91 | maintenance expenses. HEI's largest utili- we have cut our 2011 and 2012 share-
2010 | 29 31 35 26 | 121| ty. Hawaiian Electric Company (HECO), earnings estimates by $0.10 and $0.05,
2014 30 28 .37 .35 | 1.30| has already been granted these mechan- respectively.
2012 35 35 40 35 145] isms (and is benefiting from an interim We are not enthusiastic about these
Cal- | QUARTERLY DVIDENDSPAIDBwt | pun | Fate hike of $53.2 million), but the annual shares. Despite the lack of dividend
endar |Mar31 Jun30 Sep.30 Dec3t| Year | @djustments will occur on June 1st, not at growth for more than a decade—and the
2007 31 3 31 31 | 124 the start of the year. This will make it Iikelihood of no increase for a few more
2008 | 31 3t 31 31| 124 harder for HECO to accomplish its target years—the yield is less than one percent-
2000 3 31 31 31| {924]| of earning an ROE that is within one per- age point above the utility average. That is
2010 | 31 81 31 31 | 124 centage point of its allowed ROE of 10% in not an attractive valuation, in our view.
2011 3 31 31 2012. Paul E. Debbas, CFA November 4, 2011
{A) Dil. EPS, Excl. gains (losses) from disc. paid in early Mar., June, Sept., & Dec. m Div'd | all'd on com. eq. in '11: HECO, 10%; in "07: Company'’s Financial Strength B+
ops.: '00, (56¢); '01, (36¢); ‘03, (5¢); ‘04, 2¢; | reinv. plan avail. t Sharehidr. invest. ptan avaif. | HELCO, 10.7%; in '07: MECO, 10.7%; eamed | Stock’s Price Stability 90
(C) Incl. intang. In *10: $5.92/sh. (D) In mill., on avg, com, eq., '10: 7.7%. Regul. Climate: Price Growth Persistence 20
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Hids(oon) 33237 34091 34537 | I} LT EEERNETINAE IS il HI 5y. 202 166
19951996 [ 1997 [ 1998 | 1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [2006 [2007 {2008 | 2009 [ 2010 2011 [2012 | ©VALUE LINE PUB.LLC [14-16

1451 | 1538] 1990 | 2983} 1750 27.10| 150.10 | 2443 | 2041 | 2000 | 2015 | 2123 | 1951 | 2047 | 2192 2097 | 2200} 23.75 {Revenues persh 24.50

389| 405| 422| 469 450 563| 563 408| 350| 4492 387 | 458) 441 | 427 507| 6523| 555| 5.55“Cash Flow” persh 6.15

2101 2.2 232 237| 243 350| 335| 163 96| 190| 175 235( 186 | 218 | 264 295 3.10| 3.05 Earnings persh A 3.30

186| 186 18| 186| 186 186| 186 186| 170| 120| 120| 120} 120} 120 120| 120f{ 120| 1.20 |Div'dDecl'd persh Btm 1.50

223 249 2511 237 285 373| 478 353 | 383 473 453| 516 639 519] 526{ 685 6.50] 6.00 [Cap'l Spending persh 6.70

1845 1847 | 1893| 1942 2002 | 21.82| 2315| 2301 | 2254 | 2388 | 2404 | 2577 | 26.79 | 27.76 | 2947 | 31.01| 3250 33.65 ;Book Value persh ¢ 39.20

3761| 3761| 3761| 3761 | 3761| 3761| 3763 | 38.02| 3834 4222 4266 | 4363 | 45.06 | 4692 | 47.90 | 4941 50.00| 50.50 |Common Shs Qutst'g P | 51.00

1247 137 136 144 127 108 14| 189 265 155 167 151 182 | 139 102 11.8 | Boid figgres are |Avg Ann’l PIE Ratio 13.0

83 86 .78 75 12 Nl 581 103 15 82 89 82 97 .84 .68 76| Value|Line Relative P/E Ratio .85

72% | 61%| 59%| 54%| 6.0% | 49% | 49% | 60% | 67% | 41% | 41% | 34% | 35% | 40% | 45% | 34%| P |AvgAnn'lDivd Vield 3.6%
CAPITAL STRUCTURE as of 6/30/11 5648.0 | 928.8 | 7827 | 8445 | 8595 | 9263 | 8794 | 9604 | 1049.8 | 1036.0 | 1100 | 1200 |Revenues ($mill) 1250
Total Debt $1489.0 mill. Due in 5 Yrs $295.0mill. | 1300 | 663 | 401 77.8| 637 1004 | 823 | 984 | 1244} 1425| 155 | 155 |NetProfit ($mill 170
LT Debt $1487.3 i, LT Interest §75.0 mil. 3B% | --| -] - | 169% | 133% | 143% | 163% | 15.2% |- NNF | 15.0% | 30.0% |income TaX Rafe 0.0%
(T interest eamed: 3.0x) 31% | 30% | 75% | 38% | 47% | 40% | 07% | - | .| --| Ni|  Ni [AFUDC%toNetProfit | NI
Pension Assets-1210 $397.0 mil. 46.4% | 40.2% | 508% | 49.3% | 50.0% | 45.2% | 48.9% | 47.6% | 50.2% | 49.3% | 47.0% | 47.0% |Long-Term Debt Ratio | 49.0%

Oblig. $569.9 mill. | 47.9% | 47.8% | 46.4% | 50.7% | 50.0% | 54.8% | 51.1% | 52.4% | 49.8% | 50.7% | 53.0% | 53.0% |Common Equity Ratio 51.0%

1818.0 | 1826.9 | 1862.5 | 1987.8 | 2048.8 | 2052.8 | 2364.2 | 2485.9 | 2807.1 | 30204 | 3045 | 3200 |Total Capital ($mill) 3900

Pfd Stock None 1886.0 | 1906.5 | 2088.3 | 22095 | 2314.3 | 24191 | 26166 | 2758.2 | 2017.0 | 31614 | 3250 | 3400 |Net Plant (Smil) 4050
Common Stock 43.711.638 shs. 87% | 5.1% | 37% | 53% | 45% | 62% | 4% | 53% | 57% | 60% | 6.0% | 6.0% [RetumonTotalCapl | 5.5%
as of 7/29/11 Y 133% | 74% | 44% | 7.7% | 62% | 89% | 68% | 76% | 89% | 93% | 95% | 9.0% |Returnon Shr. Equity 8.5%
144% | 7.0% | 42% | 7.2% | 62% | 89% | 68% | 76% | 89% | 93% ! 9.5% | 9.0% |ReturnonComEquity E| 8.5%

MARKET CAP: $2.0 billion (Mid Cap) 6.3% | NMF | NMF | 27% | 13% | 43% | 24% | 34% | 48% | 55% | 6.0% | 55% |RetainedtoComEq 4.5%
ELECTRIC OPERATING STATISTICS 58% | 113% | NMF | 65% | 80% | 51% | 64% | 55% 46% § 41% ) 39% | 39% |AllDiv'ds to Net Prof 45%
5% Change Reta Sles (KWH) ‘_),,D? 22‘0? 2_031(1’ BUSINESS: IDACORP, Inc. is the holding company for ldaho Revenue breakdown: residential, 39%; commercial, 22%; industrial,
Avg. Indust. Use (MWH N/A  N/A  N/A | Power, a utility that operates 17 hydroelectric generation develop- 13%; other, 26%. Fuel and purchased power cost: 30% of "10 reve-
Avg. Indust, Revs. ﬁer ® 365 451 450 | ments, 2 natural gas-fired plants, and partly owns three coal plants nues; 2010 depreciation rate: 3.0%. Fuel sources: hydro, 51%;
gggmjgﬁ%erwm 32‘4 s 3’6‘4'2 2’%‘4{\‘ across ldaho, Oregon, Wyoming, and Nevada. Service temitory thermal, 49%. Has 2,032 employees. Chrmn. & CEO: J. LaMont
Amual Load Factur(&: NA  NA N/A | covers 24,000 square miles with estimated population of one mil- Kean. Inc.: Idaho. Address: 1221 W. |dgho St.,, Boise, ID. 83702,

% Change Customers (yr-end) +1.6 +.6 +.4 | lion. Sells electricity in Idaho (95% of revenues) and Oregon (5%). Telephone: 208-388-2200. Internet: www.idacorpinc.com.

Fited Charge Cov. (%) 261 280 278 | IDACORP recently filed a general denied, IDA still receives nearly two-thirds

ANNUAL RATES ~ Past Past Estd 0310 rate case settlement stipulation. of its orlglr_lal non.-NP_SE request, which
ofchenge (persh)  10¥rs.  5Vrs.  to'4Mg | Recall, Idaho Power filed a general rate seems relatively fair given the regulatory
Revenues 15% 1.0% 25% | case back on June lst requesting an addi- environment in Idaho. The utility should
poash Flow” g %% 40% | tional $82.6 million in annual revenues. be able to earn decent returns in 2012,
Diidogss 439 289% 404 | The increase was comprised of approxi- Langley Gulch is on pace for a mid-
Book Value 35% 45% 50% | mately $71.3 million related to revenue re- 20112 con;pl(:itioln. The ﬁOO—meggwatt nat-

- quirement categories other than net power wural gas-fired plant will immediately be-
eﬁ::r Ma?l;ﬁRTJEErI‘.Y:’I;EVSEg;J g%(srgile)m ;:a"r supply - expenses (non-NPSE) and $11.3 come a foundational piece of IDA's energy

2008 |2134 2302 2097 2171 | 9604 million associated with net power §upply portfollq. The company may sti_ll negd to

2009 |2286 24385 3245 2531 {0498 | expenses (NPSE). However, several issues tap equity rparkets.to shore up financing.

2010 (2525 2418 3094 2323 |10360| in the case were contested, resulting in The yield is lacking relative to the in-

2011 (2511 2350 345 2689 |1100 | IDA filing a settlement stipulation on Sep- dustry. Shares of IDA are currently yield-

2012 (285 280 355 280 |1200 | tember 23rd. The stipulation provides for ing 3.0%, more than one full percentage

Cak EARNINGS PER SHAREA Ful | @ decrease of $25.8 million of the re- point below the 4.2% utility group average.
endar |Mar31 Jun30 Sep30 Dec31| Year | quested non-NPSE recovery, resulting in a Indeed, the payout ratio has been on the

2008 | 48 39 114 7 | 248 $45.5 million increase in the non-NPSE decline for the past several years. How-

2000 | 40 59 116 49 | 264 | components. The stipulation also provides ever, with the steady earnings growth we

2000 | 34 82 139 40 | 295 that $22.8 million associated with the project out to 2014-2016, we believe direc-

2011 60 42 160 48 | 310| recovery of NPSE would not be included in tors may be in a position to increase the

2012 .60 55 135 55 | 305| base rates, but would instead be eligible dividend at some point over this time.

Ca- | QUARTERLY DIVIDENDSPAIDE's | pun | fOr 100% cost recovery through Idaho Investors seeking ut'ility exposure
endar |Mar31 Jun30 Sep.30 Dec3t| Year Power’s power cost adjustment mechan- may find better options elsewhere

2007 | 30 20 30 30 120] s If approved, it would result in a within the group. Based on our es-

2008 | 30 30 3 30 199| 4-07% overall increase in the utility’s base timates, total return potential over the 3

2000 | 30 30 30 30 199 | rate revenues, effective January 1, 2012. to 5-year period is below average by utility

2010 [ 30 30 30 30 120| We view the settlement stipulation standards.

2011 | 30 30 30 positively. Although the full amount was Michael Ratty November 4, 2011
(A) EPS diluted. Excl. nonrecurring gains | Aug., and late Nov. m Div'd reinvestment plan | lowed on com. eq. in Idaho in '08: 10.5%; | Company’s Financial Strength B+
(loss): 00, 22¢; '03, 26¢; 05, (24¢); '06, 17¢. | avail. t Shareholder investment plan avail. (C) | eamed on avg. system com. eq., '10: 9.3%. | Stock’s Price Stability 100
Next earnings report due early Nov. (B) Div'ds | Incl. deferred debits. In *10: $17.12/sh. (D) In | Regulatory Climate: Above Average. Price Growth Persistence 45
historically paid in late Feb., late May, late | mill. (E) Rate Base: Net original cost. Rate al- Earnings Predictability 85

kind.
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¥4 To subscribe call 1-800-833-0046.

internal use.




ops.: 07, $1 02; '08, 6¢; '09, 4¢; 11 (1¢). Next
earnings report due’ early Nov. (B) Divids his-
LLC. Al rights reserved.
OR ANY ERRORS OR OMISSIONS HEREIN. This
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed of electronic publication, service or product.

@ 2011, Value Line Publishin
THE PUBLISHER 1S NOT RESPONSIBLE

$27.64/sh. (D) In mill. (E) Rate base: Net origi-

Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
i 's own, non-commercial, internal use. No part

is strictly for

WI, Above Average; IL, Below Average.

RECENT PIE Trailing: 14.1 \j RELATIVE 0/
INTEGRYS ENERGY wyseres | 48.20 o 14.4 (el )ame 1,070 5.6% Dl |
weLness 3 wwsao | [0 B3] 38| I e8| 82| BF| Fa| BT B9 ©8i| 2| 23 ToT4 | 2015 13096
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Integrys Energy Group was created as a| 2001 | 2002 ; 2003 | 2004 | 2005 | 200 20 10 | 2011 [2012 | ©VALUELINE PUB.LLC [14-16
holding company on February 21, 2007 to| 8580 |- 8355 | 147.07 | 131.26 | 173.37 | 160.01 | 13544 | 184.86 | 98.71| 67.27 | 63.20| 65.15 [Revenues persh 73.50
oversee the entire operations of the recently| 527 | 591 623 698 740 633 519| 469 534 670| 665 6.95|“CashFlow” persh 8.00
merged WPS Resources and Peoples Ener-| 274 | 274 276 407| 409 | 351 | 248| 158 | 228( 324| 330| 3.50 {Eamings persh A 4.00
gy. WPS acquired Peoples in an agreement! 208| 212 216 220] 224| 228| 25| 268 | 272| 272| 272| 272|DivdDecldpershBmt| 272
under which each common share of[ 798| 7.46| 477| 7.78| 1031 | 784 | 517 | 701 | 585 335 354G| 7.60 Cap’lSpending persh 7.75
Peoples was converted into .825 share of | 2296 | 2445 2718 | 2030 | 3247 | 3561 | 4258 | 40.79 | 37.62| 37.57| 37.80 | 38.65 |Book Value per sh € 41.75
WPS common. The combination took the [T37.18| 3201 | 36.91 | 37.26 | 40.16 | 43.06 | 7599 | 7599 | 7598 | 77.35| 78,30 | 78.30 |Common Shs Outstg O | 78.30
new name of Integrys Energy Group. All[ 125 140| 149| 115| 134 | 147 | 214 | 30.7 | 148 | 1417 | Boidfighresare |Avg Ann'l PIE Ratio 120
data on this page prior to 2/21/07 are for| 64} 76| 85| .61 N 79| 114 185 99| 94| Vaweline |Relative PIE Ratio .80
WPS Resources only. 6.1% | 55% | 53% | 47% | 41% | 44% | 48% | 55% | 8A% | 57%| ™" |AvgAnn'IDivd Yield 5.7%
CAPITAL STRUCTURE as of 6/30/11 2675.5 | 2674.9 | 4321.3 | 4890.6 | 6962.7 | 6890.7 | 10292 | 14048 | 7499.8 | 52032 | 4950 | 5100 {Revenues ($mill) 5750
Total Debt $2340.1 mill. Due in 5 Yrs $1000.6 mill. | g7 | 944 | 945 | 1562 | 1574 | 1516 | 1811 | 1248 | 1782 | 2559| 265 280 [Net Profit {$mil) 35
LT Debt $2131.6 mil. 2X;-T Interest $119.4 mil. 5 6070 8% | 26.3% | 16.1% | 22.9% | 22.9% | 322% | 20.1% | 41.5% | 404% | 38.0% | 38.0% [Income Tax Rate 8.0%
Leases, Uncapttalized Annual entals $9.8 il --| 32% ] 25% | 17% | 10% | 5% | 7% | 58% | 45%| 7% | 20%| 20% |AFUDCY%toNetProfit | 20%
Pension Assets-12/10 $1.08 bill. 471% | 48.3% | 45.3% | 43.1% | 39.0% | 44.8% | 40.8% | 42.1% | 45.1% | 42.2% | 39.0% | 39.5% |Long-Term Debt Ratio 45.0%
Oblig. $1.42bill. | 46.3% | 45.8% | 52.1% | 54.4% | 58.7% | 53.4% [ 58.3% | 57.0% | 53.9% | 56.8% | 60.0% | 59.5% |Common Equity Ratio 54.5%
Pfd Stock $51.1 mill. Pfd Div'd $3.1 mil. 15448 | 1708.3°[ 1926.2 | 2008.6 | 22224 | 26719 | 5552.0 | 5438.7 | 5304.4 | 51185 | 4920 | 5070 {Total Capital (Smill) 6025
g}g%g :';:kin%"gfd'gegﬁﬁ otabe ilg:u':j 1463.6 | 1610.2 | 18287 | 20026 | 20494 | 2534.8 | 4463.8 | 4773.3 | 4945.1 | 50134 | 5175|5510 |Net Plant (Smil) 6500
tive, $100 par. ‘ 68% | 70% | 6.% | 88% | 80% | 64% | 45% | 35% | 46% | 62% | 6.5% | 6.4% |RetumonTotalCapl | 6.5%
Common Stock 78,287,906 shs. 99% | 10.7% | 9.0% | 13.7% | 116% | 96% | 55% | 40% | 61%| B7% | 9.0%| 9.0% |Retun on Shr. Equity 9.5%
as of 7/2811 10.8% | 11.7% | 8.4% [ 14.0% | 11.8% | 9.7% | 55% | 3.9% | 6.1% | 87% | 9.0% | 9.0% [ReturnonCom Equity E| 9.5%
MARKET CAP: $3.8 billion (Mid Cap) 27% | 34%  20% | 66% | 53% | 34% -- | NMF | NMF{ 23%| 15%| 20% [RetainedtoComEq 3.0%
ELECTRIC OPERATING STATISTICS T6% | T4% | T79% | 54% | 56% | 65% | 99% | NMF | 118% | 74% | 81% | 77% |All Div'ds to Net Prof 69%
%Ch Retal Sales(KWH 2?103 22?3 2,.%13 BUSINESS: Integrys Energy Group, Inc. is a holding company for  al, 29%; larg commercial & industrial, 19%; other, 23%. Generating
ari;e M 14412 NA NA | Wisconsin Public Service, Peoples Gas, and four other utility sub-  sources: coal, 62%; other, 4%; purchased, 34%. Fuel costs: 64% of
Avg C&lRevs per KWH (¢) 7.52 NA NA | sidiaries. Has 491,000 electric customers in Wl and M, 1.7 milfion revenues. “10 deprec. rates {utility): 2.4%-3.6%. Has 4,500 employ-
gggﬁmmk"(‘gwm 2#‘1\ g%g g%? gas customers in WI, IL, MN, and MI. Also has retail electric and ees. Chairman, President & Chief Executive Officer: Charles A.
Annual Load Factor (&, NA NA NA | gas marketing operations in the Northeast and Midwest. Electric  Schrock. Inc.: Wi. Address: 130 East Randolph Street, Chicago, IL
% Change Custuners? +5 +.2 +4 | revenue breakdown: residential, 29%; small commercial & industri- 60601, Tel.: 312-228-5400. Internet: www.integrysgroup.com.
Integrys Energy’s utilities have five ing. Integrys estimates that this shortfall
i‘;dNC:JaE:.C:A(':'S)Es Past 14?’ast 2;:,d ’0:—3:0 rate cases pending. After a disappoint- will hurt net profit by $37 million in 2011.
ofchange persh)  10¥rs.  5¥s.  to'tafs | ing rate order in Wisconsin took effect in (The comparable figure for 2010 was $20.4
Revenues 85% -35% -7.5% | early 2011, Wisconsin Public Service put million.) Rate relief will narrow the gap,
‘é(:ash Flow" 1.0% "égz’ S‘Zﬁf‘i forth a “limited reopener” regulatory filing but almost certainly won't eliminate it.
Damnds. 30 a0k My | in which the utility sought an ‘electric Integrys Energy Services isn’t experi-
Book Value 70% 55% 1.5% | tariff increase of $3§.2I miIblIioE. A rulélng is encing (tihe growth that management
; expected by yearend. In Michigan, Upper expected, following a major restructurin
eﬁs;. Mg.%”&sm%%gg%%“g:gm YF:a"r Peninsula Power is seeking an electric in 2010 that refocused this operation botg
2008 | 3089 3417 3223 3419 |idoas | rate hike of $7.7 million, based on a in product line and geographically. Market
2000 | 3201 1428 1298 1573 | 74998 10-75% return on equity. The utility will conditions haven’t been as good as expect-
2010 | 1903 1015 998 1287 | 5203 self-implement a rate increase at the start ed for retail energy providers such as In-
201 | 1627 1011 1012 1300 | 4950 | of 2012, and the commission’s order is due tegrys. (Management still likes this busi-
2012 | 1650 1050 1050 1350 | 5100 | in mid-2012. On the §as side, the compa- ness and has no plans to exit it.) Thus, we
cal- EARNINGS PER SHARE A Fun | DY's two utilities in Illinois are seeking a have cut our 2011 and 2012 share-
endar |Mar31 Jun30 Sep.30 Dec31| Year | total increase of $121.8 million, based on a earnings estimates by $0.10 each year, to
2008 | 177 31 a7 27 | 158| 10-85% ROE. The state commission’s staff $3.30 and $3.50, respectively. Our 2011 es-
2009 | 8 45 63 31 | 298| is recommending a total raise of $46.8 mil- timate is within the company's targeted
2010 | 95 & 56 91 { 324| lion, based on an ROE of just 8.75%. A rul- range of $3.24-$3.44.
2011 | 156 38 .51 .85 | 3.30| ing is due by mid-January. In Minnesota, This stock’s main attraction is its high
2012 | 1.60 45 55 90 | 350| the utility is requesting a $15.6 million dividend yield. It is more than one per-
Cal- | QUARTERLY DIVIDENDSPAIDEat | Fyy | INCTEase, based om a 10.75% ROE. It is centage point above the utility mean. How-
endar |Mar31 Jun30 Sep.30 Dec3f| Year | NOW collecting interim rate relief of $7.5 ever, the stock is already trading within
2007 | 5825 .66 66 56 255| million (subject to refund). A decision is our 2014-2016 Target Price Range, and
008 | & 6 6 67 23| targeted for the first quarter of 2012. the lack of dividend growth potential sug-
2000 | 68 68 68 .68 272| The utilities’ 1nab111ty to earn their al- gests that it has little appeal for the long
2010 | 68 68 68 .68 272| lowed ROEs is an ongoing problem. term.
2011 | 68 68 .68 That’s why so many rate cases are pend- Paul E. Debbas, CFA  September 23, 2011
&A) Diluted EPS. Excl. nonrecur. losses: '09, | torically paid mid-Mar., June, Sept., and Dec. | nal cost. Rate allowed on com. eq. in Wl in'11: | Company’s Financial Strength B++
3.24; '10, 41¢ net; gains (loss) from discont. | w Div'd reinvestment plan avail. + Shareholder | 10.3%; in IL in *10: 10.23%-10.33%; eamed on | Stock’s Price Stability 80
investment plan avail. (C) Incl. intang. In "10: | avg. com. eq, '10: 8.6%. Regulatory Climate: [ Price Growth Persistence 40

Earnings Predictability
To subscribe call 1-800-833-0046.
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Next earnings report due late October.

(B) Quarterly dividend initiated 9/16/05.
© 2011, Value Line Publishin
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C) Includes intangibles. In 10 $1.2 billion,
22.91/sh. (D) In millions.
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ITC HOLDINGS c0Rp stm =" 74,50 2.7 G s 16200 1.0% el
TWELINESS 3 Lowese 12570 ] Lo | 383| 55| 38| 238 83| %7| &3 Tois | 2015 308
SAFETY 2 Raised 62411 LEGENDS ~
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ITC Holdings was incorporated in the state 2004 {2005 | 2006 2011 {2012 | ©VALUELINEPUB.LLC|14-16
of Michigan in 2002 for the purpose of ac- -- -- - | 412] 618| 527 , . . . 14.35 | 16.30 {Revenues per sh 22.00
quiring ITC Transmission, which was a sub- -- .- --| 105 204| 173 329} 41| 433] 459| 505 6.05|“CashFlow” persh 875
sidiary of The Detroit Edison Company. The -- -- -- 08) 1.06 92! 168 | 219| 258 284| 330| 3.85 Earnings persh A 5.50
acquisition was completed in 2003. ITC -- -- -- -~} 83| 1.08| 113] 119| 125| 131] 138| 1.43|Div'd DecPd persh B 1.70
Holdings went public on July 26, 2005, via - -- o 250 357 395| 669 | 809 808 766| 1280 177.35 |Cap'l Spending per sh 16.50
an initial public offering of 12.5 million -- -- <] 641] 792 1255 1342 | 1871 | 2020 | 2203 24.00 | 26.40 |Book Value persh ¢ 3575
shares at $23.00 a share. The deal was un- -- .- --| 3068 | 3323 4240 | 4292 | 4985 | 50.08 | 50.72| 5200 52.75 [Common Shs Outst'q O | 55.00
derwritten by Lehman Brothers, Morgan - - - | 263 330 276] 232 171 | 200 Bold fighres are |AvgAnn'IP/E Ratio 170
Stanley, and Credit Suisse First Boston. - - -- --| 140 178 147| 140| 114| 128| ValuelLine  |Relative PIE Ratio 1.15
CAPITAL STRUCTURE as of 6/30/11 -- -- -- - 1.9% | 35% | 24% | 23% | 28%| 2.3% estimates Avg Ann’l Div'd Yieid 1.8%
Total Debt $2565.8 mill. Due in 5 Yrs $780.4 mil. -- - --1 1264 | 20563 | 2236 | 4262 | 6179 | 621.0 | 696.8 745 860 |Revenues ($mill) 1215
e *%555-89';"; sy Interest $143.7 mil. | ol .ol 26| 7| 332| 7331 1092 1309 1457| 170 205 |NetProfit ($mil) 315
(LT interest eamed: 2.5x) | | -] 39.0% | 353% | 28.2% | 33.3% | 38.1% | 37.2% | 36.1% | 37.0% | 37.0% [Income Tax Rate 37.0%
-- - -- | 80.2% | 10.1% | 15.0% | 14.7% | 13.8% | 13.1% | 11.9% | 15.0% | 17.0% |AFUDC % to NetProfit | 11.0%
Pension Assets-12/10 $24.7 mill. -- .- -- | 71.1% | 66.3% | 70.3% | 724% | 70.8% | 70.6% | 69.1% | 68.0% | 65.0% |Long-Term Debt Ratio 65.0%
Oblig. $45.1 mill. -- -- -~ | 28.9% | 33.7% | 29.7% | 27.6% | 29.2% | 20.4% | 30.9% | 32.0% | 35.0% |Common Equity Ratic | 35.0%
Ptd Stock None -- -- -] 680.0 [ 780.6 | 1794.5 { 2041.5 [ 3177.3 | 3445.9 | 3614.3 | 3885 | 4010 |Total Capital ($mill} 5725
-- -- .- | 513.7 | 603.6 | 1197.9 | 1960.4 | 2304.4 | 25421 | 2872.3 | 3445 | 4245 |Net Plant ($mill) 6350
Common Stock 51,296,413 shs. -- -- - 23% | 62% | 3.0% | 57% | 54% | 57% | 61% | 6.5% | 7.0% |Returnon Total Cap'l 1.5%
as of 7/122/11 -- -- --| 13% ] 13.2% | 6.2% | 13.0% | 11.8% | 12.9% | 13.0% | 13.5% | 14.5% |Return on Shr. Equity 15.5%
MARKET CAP: $3.8 billion (Mid Cap) -- -- .- 13% {1 13.2% | 6.2% | 13.0% | 11.8% | 12.9% | 13.0% [ 13.5% | 14.5% [Return on Com Equity E| 15.5%
CURRENT POSITION 2008 2010 6/30/11 - -- --| 13% | 65% | NMF | 45% | 54% | 68% | 7.1% | 8.0% | 9.5% |RetainedtoComEq 11.0%
Cas(li ‘Assels 749 95.1 81.2 .- - -- --| 50% | 115% | 66% | 54% 48% | 45% | 41% | 37% [All Div'ds to Net Prof 30%
ﬁsg%'t‘:)able(f:":o ;gg gg‘é gg% BUSINESS: ITC Holdings Corp. engages in the transmission of 12/07. Has assets in Michigan, lowa, Minnesota, lllinois, Missouri,
Other r ) 1100 330 32.8 | electricity in the United States. The company operates primarily as and Kansas. Operations are regulated by the Federal Energy Regu-
Current Assets 2040 2517 2469 | a conduit, moving power from generators to local distribution sys- latory Commission (FERC). '10 reported depreciation rate: 2.4%.
Accts Payable 435 67.0 98.2 | tems either through its own system or in conjunction with neighbor-  Has about 400 employees. Chairman, President & CEO: Joseph L.
Debt Due -- .- -- | ing transmission systems. Acquired Michigan Electric Transmission ~ Welch. Inc.: Michigan. Address: 27175 Energy Way, Novi, Michigan
Other 103.2 1154 _144.9 | Company 10/06; Interstate Power & Light's transmission assets 48377. Tel.: 248-946-3000. Internet: www.itctransco.com.
Current Liab. 146.7 1824 2431 N 3
Fix Chg. Cov. 244% 244% 254% | ITC Holdings is not like other electric the top d_oc1le.) The company also builds
ANNUAL RATES ~Past Past Esfd'08-10 utilities. It is the sole publicly traded transmission that is needed for renewable
oichangefpersh)  10¥rs.  5Yms. to't4'15 | transmission-only company. The company projects. Finally, the company's newest
Revenues -- -~ 95% | operates under a formula-based ratemak- unit, ITC Great Plains, has three projects,
goash Flow® -- 1 13%% | ing system that accounts for expected capi- which are on budget and on schedule, that
Didends o 21 's5% | tal spending and increases in operating ex- will expand transmission capacity in Kan-
Book Value -- -- 105% | penses. (Certain costs, suclt}l asd develfll- sel\s, Nebxiaska, and Olgag%ril’?, ITC Great
; opmental expenses, are not reflected in the Plains plans to spen million on

e(n:gla', Mg.%mssg3%£vggg§%(sggt)_31 5:;', fcl);’rmula) ITC's four subsidiaries are al- these projects from 2011 thrqugh 2015.

2008 | 1410 1606 1633 4521 | s179| lowed very healthy returns on equity of The board of directors raised the divi-

2000 | 1560 1572 1513 1565 | 6210/ 12-16% to 13.88%. As the statistical array dend last month. The hike was $0.07 a

2010 | 1613 1685 1780 1890 | s968| above shows, earnings have risen rapidly share (5.2%) annually, which is within

2011 | 1794 1854 190 1905 | 745 | since 2007. Profits should continue to ad- ITC’s goal of 4%-5% yearly growth in the

212 | 210 215 215 220 860 | vance as the companys growing capital disbursement. Even after the increase,

cal EARNINGS PER SHARE A Full budget is reflected in rates. With the however, the yield is not just low for a util-
endar |Mar31 Jun30 Sep.30 Dec3i| Year | Telease of second-quarter results, manage- ity, but is below the median of all

2008 | 53 57 55 54 | 21g| ment raised its 2011 earnings target by a dividend-paying stocks under our cover-

200 | 57 81 74 6 | 23| nickel a share, to $3.25-8$3.35. We are age. Unlike for the typical utility issue, in-

2010 | §7 7 75 11| 28| sticking with our estimate of $3.30, which vestors focus more on total return than on

2014 81 83 8 82 | 330! is at the midpoint of this range. Our 2012 just dividends.

2012 94 .96 .99 96 | 385! forecast remains $3.85 a share. We have a neutral opinion of ITC

Cal- | GUARTERLY DIVIDENDS PAID B tui | The company has plenty of opportuni- stock. The company’s solid performance
endar |Mar31 Jun30 Sep.30 Dec3t!| Year | ties to invest capital. A good deal of and good prospects have not gone un-

2007 | 275 275 28 29 713| maintenance capital spending is neces- noticed. The stock is up 20% this year. At

2008 | 29 29 305 305 | 149| sary, especially at one subsidiary, ITC the current quotation, it doesn't stand out

2009 | 305 305 .32 32 125 | Midwest, which has an aging system that for either the year ahead or the 3- to 5-

2010 | 32 32 335 335 131 ]| is in the bottom quartile in sustained out- year period.

2011 | 335 .33% 3625 ages. (Two other ITC subsidiaries are in Paul E. Debbas, CFA  September 23, 2011
(A) Diluted earnings. Quar‘(erly eamnings don't | Dividends historically paid in early March, (E) Rates allowed on common equity: 12.16%- | Company’s Financial Strength B++
add to full-year total in '08 due to rounding. | June, September, and December. 13.88%. Eamed on avg. common equity, "10: [ Stock’s Price Stability 90

13.5%. Regulatory Climate: Above Average. Price Growth Persistence 85
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RECENT PIE Trailing: 12.0 )| RELATIVE DV'D 0/

PEPCO HOLDINGS wyseoon [ 18.865w 15.3 Gl ieame 113100 5.7% N |
TMELINESS 3 Rased 2510 | | T53| TS| W3] %3] H8| 67| 88| W) 81| Bl Target Price Range
SAFETY 3 Loweredsisoy | LEGENDS

2 i T e vy e e 64
TECHNICAL Raised 719/ . Relatwe Price Snengh 18
BETA .80 (1.00 = Market) Og)u’ondzz Yes indicat . — 40
2014-16 PROJECTIONS aded pregs Pfcdterecesons | L L 4 L L et L L 32
i . Anp’l Total 24
Price  Gain - Return . PRV & LM L 20
High 30 (+60%) 16% AT et Fre 2
Low 18  (-5%) 5%
Insider Decisions - 12
SONDJFMAM o
toBy 000000O0ODO
Options 0 0 0 000000 ° b |6
el _ 000000009 % TOT. RETURN 711
Institutional Decisions 3 Jhs  VLARTH:
2000 402010 1 X
0B T 61 182 Percent ; ! X X 1w 170 202 [
to Sell 119 132 134 fraded ' L i 3yr. 86 427 [
Hid's{000) 125477 115863 125507 [ [ { S5yr. 08 48.6
Pepco Holdings, Inc. (PH!) was formed on | 2001 2002F | 2003 | 2004 | 2005 | 2006 (2007 {2008 | 2009 | 2010 ;2011 |2012 ©VALUE LINE PUB. LLC [14-16
August 1, 2002, upon the merger of Poto-| 5020 | 4111 | 4233 | 3835 | 4240 | 4357 | 4671 | 4888 | 41.66| 31.27 | 20.50 | 27.25 |Revenues persh 28.00
mac Electric Power Co. (PEPCO) and Con-| 487 342| 380| 37| 367| 347 | 330| 355| 28| 297| 300| 3.00|“CashFiow” persh 3.65
ectiv. In the $2.2 billion deal, PEPCO com-| 216 | 179 135 146| 149 133| 153 | 193 | 1.06]| 124 1.25| 1.25 Eamingspersh A 1.65
mon stockholders received one common -- 42 100; 100} 100} 104 | 104| 108 108| 1.08| 108 1.08 Divid Decl'd persh Bm 1.16
share in PHI for each of their shares, and | 535 | 306 | 348 | 275| 246| 247 | 341 | 357 | 389 356| 440 4.60 |Cap’lSpending persh 400
Conectiv investors exchanged each of their{ 1841 | 1817 | 1748 | 17.87 | 1888 | 18.82 | 20.04 | 1944 | 1945| 18.79| 19.00 | 20.00 |Book Value persh© 21.20
common shares for $25 worth of PH! stock | 758.70 | 164.85 | 171.77 | 188.33 | 189.82 | 197.93 | 200.51 | 216.97 | 222.27 | 225.08 | 227.00 | 235.00 | Common Shs Outstg D | 250.00
and cash, prorated 50/50. - M3] 134] 138 149] 181 182 122 13.7| 14.0 | Bold figures are |Avg Ann'l PIE Ratio 140
-- .62 76 72 79 98 97 73 91 80| |ValueiLine Relative P/E Ratio .95
--| 21%.] 55% | 50% | 45% | 43% | 3.7% | 46% | 74% | 62% estimates Avg Ann'l Div'd Yield 5.0%
CAPITAL STRUCTURE as of 6/30/11 7966.5 | 6777.3 | 7271.3 | 7221.8 | 8065.5 | 8362.9 | 9366.4 | 10700 | 9259.0 | 7039.0 | 6700 | 6400 |Revenues ($mil) 7000
Total Debt $4205 mill. Due in 5 Yrs $1450 mil. 3680 | 2049 | 2452 | 2613 | 2774 | 2544 | 2965 | 4000 | 2350 | 2760 285 290 |NetProfit ($mill 410
LT Debt $3t795"§"e'g;zux)“ Interest $300 mil. 36.8% | 17.0% | 18.3% | 35.0% | 30.6% | 33.1% | 39.3% | 206% | 31.0% | 18.8% | 40.0% | 40.0% |Income Tax Rate 0.0%
(LT interest eamed: 2. a5% | -] o] o] o] aeb b oo wo| o] Nl Nil|AFUDC % to Net Profit Nil
Pension Assets-12/10 $1.6 bill. Oblig. $2.0 bill. 53.1% | 58.7% | 63.1% | 59.7% | 57.1% | 54.6% | 54.1% | 56.2% | 53.8% | 49.0% | 48.0% | 48.5% |Long-Term Debt Ratio 48.0%

41.0% | 36.4% | 35.6% | 39.6% | 42.3% | 45.1% | 45.9% | 43.8% | 46.2% | 51.0% | 52.0% | 51.5% |Common Equity Ratio 52.0%
Pfd Stock None 7123.0 | 82289 | 8439.3 | 8494.0- | 8469.3 | 8004.0 | 8753.0 | 9568.0 | 9203.0 | 8292.0-] 8300 [ 9700 |Total Capital ($mill) 10200

6352.0 | 6798.0 | 6964.9 | 7088.0 | 7312.0 | 7576.6 | 7876.7 | 8314.0 | 8863.0 [ 7673.0 | 7700 | 7750 {Net Plant ($mill) 8000
Common Stock 225,395 875 shs. 68% | 46% | 48% | 50% | 50% | 51% | 5.1% | 58% | 45% | 5.1% | 50% | 50% ReturnonTotal Capl | 7.0%
as of 713111 14.0% | 87% | 7.9% | 76% | 76% | 70% | 74% | 95% | 55% | 65% | 6.5% | 6.0% Returnon Shr. Equity 7.5%

126% | 92% [ 77% | 77% | 7.0% | 7.0% | 74% | 95% | 55% | 65% | 6.5% | 6.0% ReturnonComEquityE | 7.5%
MARKET CAP: $4.3 billlon (Mid Cap) 126% | 53% | 20% | 25% | 24% | 15% | 23% | 42% | NMF 8% | 1.0%| 1.0% [Retained to Com Eq 2.5%
ELECTRIC OPERATING STATISTICS --| 46% | 75% | 68% | 69% | 78% | 68% | 56% | 101% | B87% | 85% | 88% |AllDivids to Net Prof 71%
% Change Retail Sales (KWH) 2?203 2?203 234“1’ BUSINESS: Pepco Holdings, Inc. consists mainly of three electric  pine Corp. Electricity customers: 1.8 million; gas customers:
Avg. Resid Use (KWH) 10503 10395 11253 | utility subsidiaries: Potomac Electric Power Co., serving Washing-  123,000. Electricity breakdown: residential, 30%; commercial, 49%;
Avg. Resid Revs. per KWH(g) N/A N/, N/A | ton, D.C. and adjoining areas of Maryland; Delmarva Power, which  other, 21%. 2010 depreciation rate: 2.6%. Has approximately 5,014
gaPﬁfY:‘ geak 4&9& 4%‘;’; wﬁ serves the peninsula area of Delaware, Maryland and Virginia; and  employees as of 12/31/10. Chrmn., Pres. & CEO: Joseph M. Rigby.
e ‘F‘;"&’j:'(& u NA  NA  Nia | Atantic City Electric, serving southem New Jersey. In July 2010, Inc.: DE. Address: 701 Ninth Street, NW., Wash., D.C. 20068. Tek
% Change Cuslomers ?yr-end) Nil +6 +1.1 | Pepco sold competitive energy business {Conectiv Energy) to Cal-  ephone.: 202-872-2000. Internet: www.pepcoholdings.com.

We have raised our 2011 earnings es- In our view, the 10% ROE will likely be
iﬁ:gﬁiﬁﬂs Past Zszast 1:;, ” '082-?:0 timate for Pepco Holdings. The Wash- representative of the actual figure. The
dichange fpersh)  10Yrs.  5¥s. to'tdts | ington, DC-based utility reported second- commission also established a group that
Revenues -1.0% .- NMF | quarter earnings of $0.42 a share, easily will explore methods to address regulatory
éCash Flow” 32“’,//" 32‘;/; gg‘;//v surpassing our estimate of $0.25. The beat lag issues.

Daideges % I8%  Tox | can be attributed to better-than-expected The MAPP transmission project may
Book Value 5% 10% 20% | power delivery earnings, reasonable regté- experienc; further delfays. he PJM’s

- latory treatment, and an income tax ad- power needs assessment for the project is
egg:;r Ma?g:\RBiﬁngE\gE:l;l §g (sgglcl'_)m $:a“r justment. The company realized a tax still ongoing with a completed evalgxation
2008|2640 2518 3059 2481 ioroo | penefit of $17 million ($0.08 a share) in expected by the end of August. Although

2009 2520 2065 2538 2435 | 9259 | the quarter stemming from a resolution Pepco believes MAPP will be needed

2010 4819 1635 2067 1517 | 7039 | with the IRS related to a previous settle- eventually, it thinks that it is going to be

2011 11634 1409 2000 1657 | 6700 | ment. All told, we have added a nickel to pushed back further than the original

2012 |1600 1500 1800 1500 | 6400 | our full-year earnings estimate, now $1.25 June, 2015 in-service date (which manage-

Cal- EARNINGS PER SHARE AG Fun | @ share. Management reaffirmed its guid- ment indicated could be several years).
endar Mar31 Jun30 Sep.30 Dec3i| Year| ance of $1.10-$1.25, noting the result Any sort of delay will likely have a nega-

008 | 49 53 5 2 | 393| Would likely come in at the upper end of tive impact on our long-term earnings out-

2009 | 24 11 5 18 | 106! the range. look, and also result in a restructuring of

00 | 16 34 5 95| 124| Maryland regulators approved a the company’s five-year construction ex-

2011 27 42 4 15| 125] settlement agreement in Delmarva penditure forecast.

2012 25 30 A5 25 | 125| Power’s electric base rat(z1 case. Th? Tfl:lish neltiltrlzlllly ranked stock offers one

i Ba Maryland Commission granted an annual of the highest yields in the industry.
eg:lLr MS-gﬁRTJEE;.YS?)Mg::?:ssomll))ecm ;euallr rate increase of $12 million, or 1.4%, effec- Shares of POM are currently yielding an

2007 | 26 2% 26 2% 104 tive J uly 8th. Although the return on equi- attractive 5.7%, well above the utility

08 | 27 2w 1w 108 | ty was not specified, an ROE of 10% was mean of 4.4%. Income-oriented investors

200 | 27 27 w7 1.08 | authorized for purposes of calculating the may want to consider taking a position

2010 | 27 21 921 a7 108 | allowance for funds used under construc- here.

201 | 21 27 tion and regulatory asset carrying charges. Michael Ratty August 26, 2011
(A) Based on dil. shs. Excl. nonrecur. items: | = Div'd reinvest. plan. (C} incl. def'd chgs: '09, | (06-Del.}; NJ: 10.3% ('10-ACE); Eamed on '10 | Company’s Financial Strength B
01, 30¢; '03, d69¢; '04, 1¢; *05, 47¢; 06, d1¢; | $2.6 bill. or $11.70/sh. (D) In mill. (E} Rate al- | avg. com. eq., 6.5%. Reg. Clim.: Avg. (F) Pre- | Stock’s Price Stability 95
'08, 46¢; 10, 62¢. Next egs rpt early Nov. (B) | lowed in MD: 9.83% ('10-Pepco}, 10.0% ('09- | '03 results pro forma. Price Growth Persistence 25

Divids paid in late March, June, Sep., and Dec. | Delmarva); DC: 9.6% ('10-Pep.); DEL: 10.0%
© 2011, Value Line Publishing LLC. All rights reserved. Factual material is oblained from sources believed to be refiable and is provided without warranties of any kind.

THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This pub ial,
of it may be reproduced, resold, stored of transmitted in any printed, electronic or othes form, or used for generaling or marketing any printed or electronic publication, service o product,
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endar

Cal- | QUARTERLY REVENUES (§ mill Full
Mar31 Jun.30 Sep.30 Dec.31]| Year

2008 | 3733 3578 3674
2009 | 3431 3194 3235
2010 | 3475 3232 3613
2011 | 3597
2012 | 3950 3750 3850

3
3
3

3684 3700 3719

3

643 | 14628
539 | 13399
621 | 13841

950 | 15500

Cal- EARNINGS PER SHARE
endar

A

Mar31 Jun.30 Sep.30 Dec.31]! Year

2008 62 80 83
2009 85 87 80
2010 87 .86 .66
2011 50 k) 75
2012 J5 95 .95

97 | 322
711 303
63 | 28
59 | 275
90 | 355

endar

Cal- | QUARTERLY DIVIDENDSPAIDEBmt | Fyy
Mar.31 Jun.30 Sep.30 Dec3i| Year

2007 33 36 .36
2008 36 .39 39
2009 39 4 42
2010 42 455 455

36| 14
39 | 153
A2 [ 165
4551 179

first half. PG&E is also accruing reserves
for potential third-party claims. This
amounted to $220 million in 2010, $59
million in the first half of 2011, and will
probably be as much as $180 million for
the full year. Insurance should cover most
of the third-party claims, and the company
recovered $60 million in the first half.
These costs and insurance recoveries are
included in our earnings presentation. For
2012, PG&E forecasts direct expenses of
$274 million. Its proposed pipeline safety
enhancement plan suggests that all but
$43 million is recoverable in rates. The
plan also includes over $1.4 billion of capi-
tal costs from 2011 through 2014. The Cal-
ifornia  Public  Utilities = Commission
(CPUC) must issue a ruling on the plan.

The National Transportation Safety
Board’s report criticized the compa-

RECENT PE Trailing: 15.6 )| RELATIVE DIVD 0/
PGAE CORP. s« S 42,22 141 Gale NG 10000 43% S |
THEESs 2 s | O] 398] 209] 238) 201 ss) d0d] 2] g22) 4e7] o8] dae) 400 Target Price Range
SAFETY 2 Rased5i206 | LEGENDS 120
2 i - (lilalzgdmw?rine?és Rate 100
TECHNICAL Raised 10/14/11 X elatweb;nce Sengn | 14 T = 80
BETA .55 (1.00 = Market) og’m ms: ca ) 64
F“‘_“zmm PROJECTIONS s st i B N IR N CERI: CETEE 18
iy T,
Price - Gain nRetu?na . I.,,frr'nﬁ“-“‘?'ﬂ e I
High 55 (+30%¥ 11% tr g /
low 40 5%, 1 24
Insider Decisions s / 20
DJFNAMUJ JA = 16
By 000000O0O0GO s . e 12
Opions 0 0020100 1 v - .
oS0 0 010 0 100 1 tonre, %TOT.RETURNO/11 |8
Institutional Decisions L1 s VAR
iq2010 1 ub b ]
oy e B Tt i PO AN
Hdsug 265356 272189 281583 | "2 i {H:Hﬁhm {HH (I Sy, 21 166 [
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 {2006 | 2007 [2008 | 2009 [2010 ;2011 2012 | ©VALUELINEPUB.LLC|{14-16
2324| 2382 36.87| 5212 57.74| 67.75| 6318 3274 | 2505 | 2647 ] 31.78 | 36.02 | 3742 | 4051 | 3615 3502| 36.30 | 36.90 |Revenues persh 475
631; 524| 598( 608 715 80 566 114 48| 571 792 776 802 844 837) 822) 845| 9.25|“CashFiow”persh 10.75
295) 216 157) 188| 224| do21| 302 d236| 205| 292 235| 276 | 278 | 322| 303| 28| 275| 355 |Earningspersh A 4.25
196 1.77] 120f 120 120 1.20 -- -- .- --] 123) 132 144 | 156 168| 1.82( 182 1.82;DivdDecldpersh Bmt| 220
2257 305 436| 423 439 4B4[ 733 794 408 372| 490 690| 783 1005 1068| 962| 9.90( 70.95 [CapllSpending persh 1225
20771 2073} 2430 21.08| 1910| 819| 11.89| 947 | 1042 | 20.62 | 19.60 | 2244 | 2448 | 2597 | 27.88 | 28.55| 29.80 | 32.00 {Book Value persh € 38.00
414,03} 403.50 | 417.67 | 382.60 | 360.59 | 387.19] 363.38 | 381.67 | 416.52 | 418.62 | 368.27 | 348.14 | 353.72 [ 361.06 | 370.60 | 395.23 | 405.00 | 420.00 [Common Shs Qutstq © | 425.00
941 108 155] 168] 131 -- 43 - 95 138} 154] 148 | 168 21| 130| 158 | Boldfighres are |Avg Ann'l PIE Ratio 115
63 68 89 87 .75 -- 25 .- 54 13 82 .80 89 73 87| 101 \Valweline  IRelative PIE Ratio 75
7% 75% | 49% | 38% | 41% | 48% - -- -- | 34% | 32% | 31% | 40% | 43% | 41% | ="' |Avg AnnI Divd Yield 4.5%
CAPITAL STRUCTURE as of 6/30/11 22659 | 12495 | 10435 | 11080 | 11703 | 12539 | 13237 | 14628 | 13399 | 13841 | 14700 | 15500 |Revenues ($mill) 19000
Total Debt $13362 mill. Due in 5 yrs $3646 mill. | 1099.0 | d874.0 | 791.0 | 9010 | 904.0 | 10050 | 1020.0 | 1198.0 | 1168.0 | 1113.0 | 1120 | 1485 Net Profit (Smill 1840
LT Debt 11689 mill. LT Interest $617.0mil. 35 60— [ 367% | 35.0% | 37.6% | 355% | 34.6% | 26.2% | 31.1% | 33.0% | 33.5% | 33.5% Income Tax Rate 335%
Incl. $223.0 mill. Energy Recovery Bonds. . . o . "
(LT interest eamed: 3.3x) 1.6% --| 37% | 36% | 56% | 6.7% | 94% | 9.5% [ 11.9% | 14.4% | 11.0% | 9.0% |AFUDC % to Net Profit 8.0%
Pension Assets-12/10 $10.3 bill. Oblig. $12.1 bill. | 58.9% | 51.5% | 42.4% | 45.1% | 48.3% | 51.7% | 52.6% | 52.2% | 51.4% | 49.6% | 48.5% | 47.0% |Long-Term Debt Ratio 45.5%
Pfd Stock $252.0 mill. Pfd Div’d $14.0 mill. 34.9% | 42.8% | 53.9% | 53.2% | 50.0% | 46.8% | 46.1% | 46.5% [ 47.4% | 49.3% | 50.5% | 52.0% |Common Equity Ratio | 53.5%
4,534,958 shs. 4.36% to 5%, cumulative and $25  ["12399 [ 8438.0 | 7815.0 | 16242 | 14446 | 16696 | 18558 | 20163 | 21793 | 22863 | 23875 | 25875 |Total Capital ($mill) 30200
par, redeemable rom fj{iﬁt}“l’jﬁ;ﬁgdg‘z /64825 | 19167 | 16928 | 18107 | 18989 | 19055 | 21785 | 23656 | 26261 | 28802 | 31449 | 33125 | 35300 |Net Plant (bmill 42400
and $25 par. S 133% | NMF | 16.3% | 7.6% | 81% | 7.6% | 74% | 7.8% | 6.7% | 62% | 6.0% | 7.0% |Returnon Total Cap'l 7.5%
Common Stock 401,657,362 shs. 215% | NMF | 17.6% | 10.9% | 121% | 125% | 11.6% | 124% | 11.0% | 9.6% | 9.0% | 11.0% |Return on Shr. Equity 11.5%
229% | NMF | 18.5% | 10.3% | 12.3% | 12.7% | 11.8% | 12.6% [ 11.2% [ 9.7% | 9.0% | 11.0% |Return on Com Equity & | 11.5%
MARKET CAP: $17 billion (Large Cap) 229% | NMF ) 185% [ 103% | 7.7% | 68% | 60% | 68% | 55% ] 3.9% | 3.0%| 55% |Retainedto ComEqg 5.5%
ELECTRIC OPERATING STATISTICS 10% -- 2% 1% 1 39% | 47% | 50% | 47% 52% | 61% | 66% | 51% |All Div'ds to Net Prof 52%
%% Change Retal Sales (KWH) 2+°2°g 2_0203 20218 BUSINESS: PQ&E Corporation is a ho_lpling company for Pacjﬁc 13%; gas, 5%; ;.)ul.'chased, 58f’/_n. Fuel costs: 37% of revenues. '10
Avg. Indust. Use (MWH 12765. NA NA | Gas and Electric Company and nonutility subsidiaries. Supplies reported depreciation rate (utiiity): 3.4%. Has 19,400 employees.
Avg Indust Revs, m ® 8.67 NA N, electricity and gas to most of northern and central California. Has  Chairman, President & Chief Executive Officer: Anthony F. Earley,
Pea:Loagtgﬁmer ) NME NME NME 5.1 million electric and 4.3 miliion gas customers. Electric revenue Jr..lncorporated: Califqmia. Address: One Market, Spear Tower,
Aonal Load Factor NME NMF NMF | breakdown: residential, 40%; oom_mercial, 38%; industrial, 12%; ag- = Suite 2400, San Francisco, California 94105. Telephone: 415-267-
% Change Customers (yr-end) +.3 +2 +.5 | ricultural, 7%; other, 3%. Generating sources: nuclear, 24%; hydro,  7000. Intemet: www.pgecorp.com.
Fited Charge Cov. (%) 288 206 203 | PG&E is incurring sizable costs asso- has acknowledged that changes are in or-
ANNUAL RATES  Past Past Estds10| ciated with the explosion in 2010 of its der. 'Th(? CPUC is conducting its own in-
ofchange (persh)  10¥rs.  5Yrs. to'44s | Sas pipeline in San Bruno, California. vestigation, and has the authority to fine
Revenues 45% 60% 3.0% | The company's latest estimate of the direct the utility. We would exclude a sizable fine
ECaSh Flow” 6.0% ;%‘;//o %g’gﬂ expenses associated with the accident is from our earnings presentation.
Dividoass 3 5% - 45% | $413 million (pretax) in 2011. Of this Another year of weak earnings is like-
Book Value 55% 105% 55% | amount, $126 million was recorded in the 1y in 2011, but we look for better re-

sults in 2012. The direct expenses associ-
ated with the San Bruno accident affect
our estimates significantly, and have ob-
viated the benefits of the rate relief that
the utility was granted earlier this year.
As for the dividend, PG&E has stated that
there will be no increase in 2011. We ex-
pect no raise next year, as well. Note that
PG&E has a new chief executive, Tony
Earley (formerly of DTE Energy).

Even after the stock’s underper-
formance since the accident, the yield
and 3- to 5-year total return potential
are only about average for a utility.
The stock’s favorable Timeliness rank is
due, in part, to the fact that insurance re-
coveries ($0.09 a share in the June quar-
ter) aren't included in our earnings esti-
mates because the timing and amount of
these are impossible to predict.

Paul E. Debbas, CFA November 4, 2011

2011 455 455 455 455 ny. This was not surprising, and PG&E
(A} Diluted EPS. Excl. nonrec. gains (|osses) eamings report due late Feb. (B) Div'ds histori- | $14.79/sh. (D) In mill. (E) Rate base: net orig. | Company’s Financial Strength B++
95, 4¢; '96, (41¢); '97, 18¢; '99, ($2.44); '04, | cally paid in mid-Jan., Apr., July, Oct. m Divid | cost. Rate allowed on com. eq. in '07: 11.35%; | Stock’s Price Stability 100
$6.95; '09, 18¢; gain from discontinued ops.: | reinvestment plan avail. TSharehokier invest- | earned on avg. com. eq., "10: 10.0%. Regula- Price Growth Persistence 90

‘08, 41¢. incl. nonrec. loss: '00, $11.83. Next [ ment plan avail. (C) Incl. intangibles. In "10:
LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is prowded without warrannesI of arz kind.
internal use. No p
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(B) Div'ds paid mid-Jan., Apr., July, and Oct. @ | original cost. Rate allowed on common equity

Div'd reinvestment plan avail. TShareholderm- in "11: 10.0%; eamed on average com. eq.,
his reserved. Factual material is obtained from sources believed o be reliable and is provided without warranties of any kind. Ly
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RECENT PE Trailing: 14.1 '\ RELATIVE DVD 0/

PORTLAND GENERAL ey 24,37 [ 13.7 Geime e 0,970 44% AR |
THELNESS 3 Lowcd o | AR EAREAEAES Target Price Range
SAFETY 3 LoweredsiiN0 EGHE'JP& "
TECHMCAL 3 toweetoim | Re.auve"lf.c:’s"égn’;&‘” o
BETA .75 (1.00 = Market) 03, ded % o ixtian ons — 40
|~ 2014-16 PROJECTIONS, O t ; e 32

. Ann'l Total LT T we e 2
Hgh 300 (425%) 10% et — 2
a3 ¢ 20"/3 1% - 16
Insider Decmons L

DJFMAMIJJA ., 8
By 000000000
Opios 0 0 0000000 L6
el 000000100 SR S % TOT. RETURN 9/11
Institutional Decisions y s waRm

00 Q2011 20201 L

RO+ 14 e Percent 157 1 Y iy 21 48 [
haw 77 80 104| paes P I, 3w. 147 250 [

Hids(t0t) 66971 71103 70500 : HT | 5y 195 166
On April 3, 2006, Portland General Electric’s 2005S | 2006 {2007 {2008 | 2009 | 2010 {2011 (2012 | ©VALUELINEPUB.LLC[14-16
existing stock (which was owned by Enron) - - -- --| 2314 | 2432 | 27.87 | 27.89 | 2399| 23.67| 24.15| 2575 |Revenues persh 30.50
was canceled, and 62.5 million shares were - - -- --| 475| 484 | 521 471| 407| 482| 500| 525 “CashFlow" persh 6.00
issued to Enron’s creditors or the Disputed -- -- - .- 102 144| 233 130| 131 166| 200( 205 Earningspersh A 225
Claims Reserve (DCR). The stock began -- -- -- - -- 68 93| 97| 101]| 104| 1.06| 1.08|DivdDecPdpershBut| 1.20
trading on a when-issued basis that day, - - - o[ 408 584 728 6.12] 825 597 4350 4.05|Cap'lSpending persh 3.75
and regular trading began on April 10, 2006. .- - -- - | 1945 | 1958 | 21.05 | 2164 | 2050 | 21.14 | 2205 | 22.95 |Book Value persh € 275
Shares issued to the DCR were released - -- -- --| 6250 6250 | 6253 | 6258 | 75.21| 7532 | 7550 75.15 |Common Shs Qutstg © | 76.50
over time to Enron’s creditors until all of the - - -~ - | 234 119 163 | 144 120 | Boid fighres are |Avg Anw'l PIE Ratio 1.0
remaining shares were released in June, - - -- -- -1 126 63| 98 96| 76| \ValuelLine IRelative PJE Ratio 75
2007 -- -- -- -- --| 25% | 33% | 43% | 54%| 52% estimates Avg Ann'l Div'd Yield 4.8%
CAPITAL STRUCTURE as of 6/30/11 -- -- -- | 14540 | 1446.0 | 1520.0 | 1743.0 | 1745.0 | 1804.0 | 1783.0 [ 1825| 1950 |Revenues ($mill} 2325
Total Debt $1798.0 miil. Due in 5 Yrs $333.0 mill. - .- -] 920 640 ] 710 1450 | 8701 950| 1250 150 | 155 [Net Profit ($mit) 175
LT Debt $1798.0 mil, LT Interest $104.0mil < - - | 37.0% | 40.2% | 3B35% | 338% | 28.1% | 28.8% | 305% | Z5.0% | 25.0% |Income Tax Rate 50%
f.ea's'l:.reusnsg;,?:a|izéd’2nnua| rentals $10.0 mill. | e-| oo | 28% | 18.8% | 308% | 17.9% | 17.2% | 31.6% | 17.6% | 7.0% | 3.0% |AFUDC%toNetProfit | 3.0%

- -- -1 811% | 42.3% | 434% { 49.9% | 46.2% | 50.3% | 53.0% | 50.5% | 51.0% |Long-Term Debt Ratio 52.0%

Pension Assets-12/10 $473.0 mill. -- -- -- | 58.9% | 57.7% | 56.6% | 50.1% | 53.8% | 49.7% | 47.0% | 49.5% | 49.0% |Common Equity Ratio 48.0%
Oblig. $550.0 mill. -- -- -- [ 2171.0 [ 2076.0 { 2161.0 [ 2629.0 [ 2518.0 | 3100.0 | 33%0.0 | 3360 | 3535 [Total Capital {$miff) 4100

Pfd Stock None — | =-| -~ [ 722750 | 24360 | 2718.0 | 3066.0 | 3301.0 | 3858.0 | 41330 | 4250 | 4315 |Net Plant ($mit) 4325
- - --| 56% | 46% | 47% | 69% | 50% | 45%{ 54% | 6.0% | 6.0% |Returnon Total Cap’l 5.5%

oy - ot 11327 Shs. || o] 72% | 53% | 58% | 11.0% | 64% | 62% | 79% | 9.0% | 9.0% [RetumonShr.Equty | 9.0%
-- -- ==} 72% | 53% | 58% | 11.0% | 64% | 62% ] 79% | 9.0% ! 9.0% [ReturnonComEquity €| 9.0%

MARKET CAP: $1.8 biilion (Mid Cap) -- - --| T2% | 53% | 35% | 66% | 20% | 15% | 30%| 4.5% | 4.5% |RetainedtoCom Eq 4.0%
ELECTRIC OPERATING STATISTICS -- - - -- --| 39% | 40% | 69% | T6% | 62% | 53% | 52% |All Div'ds to Net Prof 52%
% Change Retal Saes (KW 20378 22?3 2031? BUSINESS: Portland General Electric Company (PGE) provides  23%; gas, 21%; hydro, 9%; wind, 4%; puychased, 43%. Fuel costs:
Avg. Indust. Use (MWH&VM 16255 14303 15109 electricity to 825,000 cystomers in 52 cities in a 4,000-square-_mi|_e 46% of revenues. '10 reportgd deprecnapon rate: 3.9%. Has 2,700
Avg, Indust. Revs. i3] 642 707 6.6 area of Oregon, including Portland and Salem. The company is in  employees. Chairman: Corbin A. McNeill, Jr. Chief Executive Of-

gagka?m ’;veat‘ M 40"%':‘ 39"#5; 3‘%/2\ the process of decommissioning the Trojan nuclear plant, which it ficer and President: Jim Piro. Incorporated: Oregon. Address: 121
A:nual Load F'gg'm(‘gzzw NA NA NA | closed in 1993. Electric revenue breakdown: residential, 45%; com- SW Salmon. Street, Portland, Oregon 97204. Telephone: 503-464-
% Change Customers (yr-end) +8 +.7 +.5 | mercial, 34%; industrial, 12%; other, $%. Generating sources: coal, 8000. Internet: www.portlandgeneral.com.

Fited Cherge Cov. {) 26 179 224 | Portland General Electric’s earnings way. In the next few months, however, the
ANNUAL RATES Past Past Estd0a-ip| are likely to rise substantially this company will put forth requests for propo-
ofchange fpersh)  10¥rs.  5Ys. to'tds | year. The utility is benefiting from a tariff sals for additional base-load, peaking, and
Revenues --  15% 30% | increase that took effect at the start of renewable generating capacity. The out-
goash Flow” R, g:',/; 50% | 2011. The Public Utility Commission of come should be known in 2012. If PGE
Dividends - 2 3p% | Oregon raised PGE’s rates by $65 million winds up building plants instead of enter-
Book Value .- 20% 35% | (3.9%). The rate order was based on a re% in}g1 into purchas}fd-pow?é agreements with

; turn of 10% on a common-equity ratio of other owners, this would raise its capital
egg; M;PQRT‘EE#Y3%EVSEESS%($B‘2231 ;:;I, 50%. Also, hydro conditions in early 2011 budget considerably and necessitate some

2008 | 4710 4250 4000 4490 17450 Were favorable, helping to produce a first- financing, both debt and equity, beginning

2009 | 4850 3890 4450 4850 |18040 | Quarter tally that was well above the norm in 2013. Our capital spending estimates

2010 | 4490 4150 4640 4550 |17830| for the period. Second-quarter profits were and projections include nothing for these

2011 | 4840 4110 455 475 |1825 | below our expectation, so we have potential projects. Separately, PGE is pro-

2012 {525 450 475 500 (1950 | trimmed our 2011 estimate by a nickel a posing to build a transmission line at a

cak EARNINGS PER SHARE A Fan | share, to $2.00. Our revised estimate is cost of $800 million-$1 billion. The compa-
endar |Mar31 Jun30 Sep.30 Dec.3t| vear | Still within the company's targeted range ny is looking for partners for the project,

2008 | 44 63  -- % | 139 of $1.90-52.05. . with an estimated in-service date in late

2000 | 47 31 43 11| 131| We expect little bottom-line improve- 2016 or 2017.

2010 | 36 32 65 34 | 166| ment in 2012. We base our earnings fore- This stock has an average dividend

2011 9 29 44 35| 200 cast on normal hydro conditions. At least yield for a wutility. With the quotation

20121 70 40 55 40 | 205| the service area’s economy is showing within our 2014-2016 Target Price Range,

cal- | QUARTERLY DVIDENDSPAIDBwt | Fuy | moderate improvement, aided by a project however, total return potential is unexcit-
endar |Mar31 Jun.30 Sep.30 Decd1| Year that Intel is building. ing. We believe there is a bit of takeover

2007 225 225 235 235 @ For the time being, capital spending speculation in the share price, but we do

2008 | 235 245 245 45| g7l is declining. Last year, PGE completed not advise investors to purchase the stock

2008 | 245 245 955 255| 1.00| the third phase of a 450-megawatt wind in the hopes that the company will receive

2010 | 255 255 26 26 | 1.03] project, at a total cost of about $1 billion. a buyout offer.

2011 2% 2% 265 265 No major construction is currently under Paul E. Debbas, CFA November 4, 2011
(A) Diluted EPS. '09 & 10 EPS don't add due | vestment plan avail. (C) Incl. deferred charges. | '10: 8.0%. Regulatory Climate: Below Average. | Company’s Financial Strength B+
to rounding. Next earnings report due fate Feb. | In '10: $7.22/sh. (D) In mill. (E) Rate base: Net | (F} Summer peak in '09. (G) ‘05 per-share data | Stock’s Price Stability 100

are pro forma, based on shares outstanding | Price Growth Persistence 45

when the stock began trading in '06.

Earnings Predictability 40
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RECENT PE Trailing: 10.9) RELATIVE DIVD 0/
PPL CORPORATION NYSE-pPL PRICE 26.97 RATIO 11.3 Median: 14.0 /| PIE RATIO 0.83 YLD 5.2 0
; igh: ) . ! . . . . Y 5.2 . } . i
meuness 3 raeriano | VY| 233| HE| RO BE| Ts| B T3 NE| 83| HY| Bi| T 155" brice Range
SAFETY 3 Lowered 112808 | LEGENDS 120
= 1,18 x Dividends p sh
TECHNICAL 2. Reised 7221t divided by Ineret Rate 100
-+ Relative Price Strength 80
BETA .65 (1.00 = Market) 2Zor-1 split 8105 64
[ 2014-16 PROJECTIONS_ | og;'lgnd:avaerseas indicate recessions 2ot ] e 8 | 4T 48
) Ann’l Total LN LS .~ I N I R B EEEEEE EEEEE
) Price  Gain  Return 2
High 45 (+65%) 17% T O B B o E
low 30 (+10%) 8% L u't'e 24
Insider Decisions i':' 20
SONDJFMAMNI— t 16
By 00000 0O OO[m "Ml 12
Opfios 0 0 0080100 I A
WSl 100030000}, ; %TOT.RETURN7/11 | 8
Institutional Decisions . oIS VLARITH:
10
why 2 2 | hemet 18 T B
toSell 186 1 183 | traded 6 ! : T 3y, 313 427 [
Hid's(000) 334842 314712 309906 [ N Ml M 5yr. 03 486
1995 | 1996 | 1997 [ 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 {2006 [ 2007 | 2008 {2009 | 2010 | 2011 (2012 | ©VALUELINEPUB.LLC[14-16
863| 894| 917| 1203 1597 1059| 1953 | 1638 | 1575 | 1637 | 1636 | 17.92 | 17.41 | 2147 | 2003| 1763 19.20| 20.70 [Revenues per sh 20.50
205 214 21 243| 25| 332| 351 320 360 359| 384 426 510| 4N 3471 366| 395| 4.35)“CashFlow”persh 475
97| 103 89| 112 10 164 1791 154 184 | 187 192| 229 263| 245 149 | 229| 240 255 |Earnings persh A 3.00
84 8 .84 87 50 53 53 12 R 82 96 110 122 134 138 | 140| 1.40| 1.40 |Div'd Decld persh Bm 1.70
126 111 83 EIA AL 159 299 2747 217 194| 213| 362| 451 379) 325[ 330] 485, 6.40 [Cap'l Spending persh 3.50
815| 844 B845| 569 561| 694| 633| 671 919 1121 | 1162 | 1330 | 14.88 | 1355 | 1457 | 16.98 | 19.20| 20.40 |Book Value persh ¢ 25.50
31881 325.33 [ 332.50 | 314.82 | 287.39 | 290.08 | 293.16 | 331.47 | 354,72 | 378.14 | 380.15 [ 385.04 [ 373.27 | 374.58 | 377.18 | 483.39 | 578.00 | 580.00 |Common Shs Outst'g O | 630.00
108] 114} 108] 109 134 89| 124 14 106 125] 151 1441 13 176 ] 2571 11.9] Boid fighres are |Avg Ann’l P/E Ratio 13.0
12 Ny 62 57 .78 58 64 61 60 .66 80 76 92| 106 1N 76| ValelLine Relative P/E Ratio .85
80%| 7% 78%| 55% | 37% | 36% | 24% | 42% | 4.0% [ 35% | 33% | 34% | 27% | 3% | 45% ] 54%[ ™ |AvgAnn'IDiv'd Yield 4.5%
CAPITAL STRUCTURE as of 3/31/11 5725.0 | 5429.0 | 5587.0 | 5812.0 | 6219.0 | 6899.0 | 6498.0 { 8044.0 | 7556.0 | 8521.0 | 71100 | 12000 )Revenues ($mill) 13900
Total Debt $13630 mil. Due in 5 Yrs $4130.0mil. | 5760 | 536.0 | 667.0 | 692.0 | 739.0 | 899.0 | 1031.0 | 940.0 | 4650 | 1000.0 | 1355 | 1495 |Net Profit ($mill 2030
:-T Debt $12247 mil. LT Interest $612.0mill. [ —g7q 1527w 57 1% | 22.6% | 14.0% | 23.2% | 20.7% | 31.8% | 21.8% | 22.0% | 35.0% | 35.0% [Income Tax Rate 35.0%
Indl. 23 mill. units 7.75%, $25 lig. value; 82,000 o o y " .
units 8.23%, $1000 face valoe: 23 mill. units 43% | 34% | 12% | % | | oo -l A% | 2%| 5% | Ni| Ml |AFUDC%toNetProfit |  Ni
4.625%, $50 stated value, conv. into com. in 2013. | 64.8% | 66.5% | 71.1% | 61.6% | 57.5% | 554% | 54.1% | 571% | 55.2% | 50.0% | 55.0% | 52.0% |Long-Term DebtRatio | 43.0%
(LT interest eamed: 3.7x) 23.7% | 25.4% | 28.5% | 37.9% | 42.0% | 42.2% | 43.6% | 40.5% | 42.5% | 39.8% | 44.0% | 47.0% |Common Equity Ratio 56.0%
Leases, Uncapitalized Annual rentals $122.0 mill. {78450 | 8868.0 | 11455 | 14171 | 10513 | 12151 | 12747 | 12529 | 12940 | 20621 | 25250 | 25150 |Total Capitaf ($miff) 30800
;;;gg;:;gggaﬁ’i}'“ $,§-f§4D"i:','; d%'}'gﬂbfnsi-ﬁ bill. | 61350 | 9566.0 | 1046 | 11208 | 10916 | 12069 | 12605 | 12416 | 13174 | 20858 | 27475 | 30150 |Net Plant (Smil) 38600
2,500,000 shs. 6.25% $100 liq, preference, 96% | 88% | 76% | 84% | 93% | 93% | 98% | 92% | 50% | 6.1% | 65% | 7.5% RetumonTotal Capl | 7.5%
redeemable after 4/6/11. 208% | 18.1% | 202% | 16.4% | 165% | 166% | 176% |175% | 80% | 11.9% | 12.0% | 12.5% [Return on Shr. Equity | 11.5%
Common Stock 577,151,364 shs. as of 4/29/11 28.2% | 21.1% | 19.6% | 16.3% | 16.7% | 17.3% | 182% [ 182% | 8.1% { 12.0% | 12.0% | 12.5% (Return on Com Equity E| 11.5%
MARKET CAP: $16 billion (Large Cap) 202% | 124% | 14.7% | 9.3% | 88% | 9.3% [100% | 85% [ NMF| 52% | 55% | 55% |RetainedtoComEq 5.0%
ELECTRIC OPERATING STATISTICS 35% | 49% | 43% | 43% | 47% | 47% | 46% | 54% | 115% | 58% | 56% | 55% Al Div'ds to Net Prof 57%
% Change Refal Sales (KWH) z‘l?g 2_%03 ,?1%18 BUSINESS: PPL Corporation {formery PP&L Resources, inc.) is a (7.6 mill. customers). Sold gas distribution subsidiary in '08. Electric
Avg. Indust. Use (MWH NA NA NA | holding company for PPL Electric Utilities (formerly Pennsylvania rev. breakdown & generating sources not provided. Fuei costs:
Avg. Indust. Revs. per KWH (¢) NA NA NA | Power & Light Company), which distributes electricity to 1.4 mill.  44% of revs. '10 reported depr. rates: 2.3%-3.3%. Has 13,800 em-
g;l‘ﬁm ﬁ% (M‘)” v 73"!‘%\ ﬁﬁ Nﬁ customers in eastern & central PA. Acq'd Kentucky Utilities and ployses. Chairman & CEO: James H. Miller. President & COO: Wil-
Annua Load Facior 1 NA NA NA | Louisville Gas and Electric (1.2 mill. customers) 11/10. Has subsidi-  liam H. Spence. Inc.: PA. Address: Two North Ninth St., Allentown,
% Change Customers {yr-end) +5 +3 +22.5 | ares in power generation & marketing, electricity distribution in UK.  PA 18101-1179. Tel.: 800-345-3085. Internet: www.pplweb.com.
Fived Charge Cov. () 367 222 304 | Predicting PPL Corporation’s earn- We expect improved earnings in 2012.
ANNUAL RATES Past Past Ecta'us1p| iN8s is harder than usual this year. A full year’s income from the U.K. acquisi-
ofchange (persh)  10¥rs.  5Yrs. o't | Just since November of 2010, the company tion will help. Also, we assume no nuclear
Revenues 2.0%  4.5% 5% | has greatly expanded its regulated utility issues beyond the normal expenses associ-
poash Fs'°w igz" 15% %g‘é operations by buying two utilities in Ken- ated with the scheduled refueling outage.
Does a5% 100% 35% | tucky and one in the United Kingdom. Our estimate of $2.55 a share would be
Book Value 95% 7.0% 9.0% | PPL issued a lot of stock in these deals, re- PPL's best tally since 2007.
Cal- | QUARTERLY REVENUES ($ mill) Full sulting in a big jump in average shares The two Kentucky utilities are asking
endar |Mar31 Jun30 Sep30 Dec31| Year | Outstanding. Also, the company is incur- the state commission to approve an
2008 | 1526 1024 2981 2513 |sos4o| Fing some merger-related expenses, which expected $2.5 billion in environmental
2000 | 2351 1673 1805 1727 |7586.0| We Include in our earnings presentation. spending for their coal-fired facilities.
2010 | 3006 1473 2179 1863 |8521.0| Generally, the company’s utility opera- This spending is needed for compliance
2041 | 2910 2480 3051 2650 {11100 | tions are performing well, but PPL Elec- with new EPA rules. A decision is expect-
2012 | 3400 - 2600 3200 2800 (f2000 | tric Utilities in Pennsylvania confiinues to ed in late 2(()111. The utilities would recover
) A feel the effects of regulatory lag, despite a these expenditures every two months via a
eﬁ:',,. Ma,_;ﬁ”‘ﬁ',‘f%“g;fgf Dec.31 YF:;L rate hike earlier this year. On the other rider on customers’ bills. The utilities will
2008 | 65 50 55 74 | 245| hand, the nonregulated energy-supply bus- earn a return on equity of 10.63% until
2000 | 6 07 12 37| 149/ iness is dealing with low power prices, ris- this spending is rolled into base rates.
200 | 74 22 62 89 | 229| ing coal costs, and unplanned nuclear out- PPL stock offers an above-average
2011 82 35 60 63 | 240 ages that will reduce net profit by an esti- yield. The board of directors didn’t boost
212 | 80 45 .65 .65 | 2.55| mated $60 million-$65 million this year. the dividend this year, and we forecast no
Cal- | QUARTERLYDIVIDENDSPAID®= | pun | Finally, ongoing earnings are affected by increase in 2012. Even so, we project that
endar |Mar31 Jun30 Sep.30 Dec31| Year mark-to-market accounting gains or dividend growth will resume by the 2014-
2007 | 275 305 305 305 | 149]| losses. These hurt share net by $0.27 in 2016 period. Combined with the rise in
2008 | 305 335 335 335 | 131| 2010 and helped by a cent in the first half earnings that we project over that time,
2000 | 335 345 345 345 | 137| of 2011. We cut our 2011 estimate by $0.15 this equity offers better total return poten-
2000 | 345 35 35 35 140| a share, largely because second-quarter tial than the average utility issue.
2011 | 35 35 35 profits fell short of our estimate. Paul E. Debbas, CFA August 26, 2011

(A) Diluted EPS. Exdl. nonrec. losses: 07, 12¢; | in shs. Next eamings report due early Nov.
10, 8¢; gains {losses) on disc. ops.: ‘05, (12¢);
07, 19¢; 08, 3¢; '09, (10¢), 10, (4¢). '08 & 09
EPS don't add due to rounding, '10 due to chg.
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(B) Div'ds histor. paid in early Jan., Apr., July,
& Oct. = Div'd reinv. plan avail. (C) Incl. intang. | 10.75%; eamed on avg. com. eq., '"10: 14.0%.
Regulat. Climate: Avg. (F) Summer peak in '08.
. Factual material is obtained from sources befieved to be reliable and is provided without warranties of arz kind.
OR ANY ERRORS OR OMISSIONS HEREIN. This publication is stri i i o
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tn "10: $8.01/sh. (D} In mill., adj. for split.

(E) Rate base: Fair val. Rate all'd on com. eq.
in PA in '08: none spec.; in KY in "10: 9.75%-

Company’s Financial Strength B++
Stock’s Price Stability 95
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RECENT PE Trailing: 15.6 }| RELATIVE DIVD 0/ Eiﬂi
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THEWNESS 2 muzsn | o] 2] 0] 2801 Vgl ol o] fIT teel 2ol T el o7 Targe rice Range
SAFETY 3 Lowrety703 | LEGENDS
3 - gl\?lg:dmbw?:(rggs ngte 40
TECHNICAL Lowered 7/8/11 . edatve Price Snengin - 2
BETA .85 (1.00 = Market) jons:Yes - N [ | | | aaamee | lle-==17 0 |l 2
2074-16 PROJECTIONS ragee 21 okale
nn'l Total n wiig |l fecaeedenne- 16
. Price  Gain Relurn .
High 25 (+45%) 14% | —tlelas 12
Low 18 (+5% 7% : 10
insider Decisions 8
SONDUJFMAM 6
By 000000000

s 00 1100002 | 4
sd 002100002 % TOT. RETURN 7/11
Institutional Decisions THIS  VLARITH.

3010 402010 tQ20M STOCK  INDEX
ohy g6 341 17 forcent 1271 . ty. 189 22 [
to Sell 131 156 181 | traded 6 1li] 3w, 179 427 [T

Hid's(000) 115966 118085 113977 | i il Syr. 504 488
19951996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 2005 [ 2006 2007 {2008 [2009 | 2010 | 2011 {2012 | ©VALUELINEPUB.LLC|14-16

1190 1253 | 1423 | 1483 1501 1817 | 1897} 1522 | 14.59 13.37 1446 | 1646 | 16.77 | 1585 | 1548 | 1623 | 1575| 16.15 {Revenues per sh 18.25

308 328) 334] 325] 328| 41| 43 320 196| 214 | 237 | 251 251 2.01 235 259| 280| 3.05|“Cash Flow” persh 3.50
160 17 1.61 152 153 197| 224| 195| doO8 N 100 | 147 127 a7 100 113 130 145 Eamingspersh A 175
106 11 147 123} 129 133| 137 141 93 76 .76 .76 18 80 .80 .82 85 .89 | Div'd Decl’d pershBs 1.05

370 228 162| 224| 323| 545 692 606 314y 137 142| 218 234 | 277 | 29| 228 205| 215 CaplSpending persh 2.00

9981 1073 | 11.04| 1142| 1073| 1193] 1412| 1486 | 893| 643 7.65| 825 956 | 943 | 9.75| 1010| 10.55| 171.15 |Book Value persh ¢ 13.25
116.96 | 117.60 | 130.80 | 132.00 | 132.10 | 126.30 | 139.60 | 175.80 | 187.80 | 199.70 | 208.20 | 209.50 [ 210.90 | 212.90 | 213,90 | 214.90 | 216.00 | 217.00 [Common Shs Outst'g ® | 220.00

138 143 154 178 142] 119] 128 1.0 - 193] 174 138 133] 212 126 | 14.6 | Boid fighres are |Avg Ann’l PIE Ratio 12.5
92 90 89 83 81 a7 66 .60 -- 1 102 9 15 . 1.28 .84 93| \ValuelLine Relative P/E Ratio .85

A7% | 45% | 47%| 45% | 59% | 57%| 48% | 66% | 74% | 55% | 44% | 47% | 46% | 49% | 63% | 49% | "= |Avg Ann'IDivid Yield 4.8%
CAPITAL STRUCTURE as of 3/31/11 2648.6 | 26758 | 2740.0 | 2669.1 | 3010.1 | 3448.1 | 3536.1 | 3375.3 | 3310.5 | 3487.9 | 3400 | 3500 |Revenues ($mill) 4000
Total Debt $3148.6 mill. Due in 5 Yrs §924.1mill. | 3037 | 2982 | d14.7 | 1374 | 2110 | 2444 | 2658 | 1624 | 2139| 2429| 285| 325 |Net Profit ($mill) 385
LT Debt $3070.3 mil Ox;-T Interest $198.0 mil. | -] - 385% | 45.1% | 404% | 40.7% | 36.8% | 31.6% | 34.6% | 95.0% | 35.0% |Income Tax Rate 350%
(LT intorest eamed: 3. 30% | 44% | -] 7% 0% | 16% | 23% | 54% | 65%| 12%| 1.0%| 3.0% |AFUDC%toNetProfit | 1.0%
Leases, Uncapitalized Annual rentals $17.3 mill. 48.3% | 50.5% | 72.4% | 75.4% | 70.0% | 65.0% | 61.0% | 61.5% | 60.6% [ 59.2% | 51.0% | 56.0% |Long-Term Debt Ratio 52.5%

51.7% | 39.7% | 27.6% | 24.9% | 30.0% | 35.0% | 39.0% | 38.5% | 39.4% | 40.8% | 49.0% | 44.0% |Common Equity Ratio 41.5%
Pension Assets-12/10 $479.7 mill. 1'3814.1| 6585.1 | 6070.3 | 5163.9 | 53009 | 49416 | 5175.4 | 52143 | 5287.0 [ 5317.8 | 4635| 5515 [Total Capital ($mill) 6100
Pid Stock None Oblig. $610.3 mill. | 4e36 3 | 5454.0 | 5679.0 | 4657.9 | 4566.9 | 4766.9 | 4888.2 | 52213 | 5544.1 | 5841.0 | 5955 | 6085 |Net Plant ($mili 6225

97% | 57% | 21% | 56% | 65% [ 73% | 73% | 54% | 6.0% | 64% | 85%| 7.5% |Returnon Total Cap’l 8.0%
Common Steck 214,936,829 shs. 154% | 9.4% | NMF | 10.7% | 13.3% | 14.1% | 13.2% | 8.1% | 10.3% | 11.2% | 12.5% | 13.5% |Return on Shr. Equity 13.0%
as of 4/28/11 154% | 9.9% | NMF | 10.7% | 13.3% | 14.1% | 132% | 81% [ 10.3% [ 11.2% | 12.5% | 13.5% |Return on Com Equity E| 13.0%
MARKET CAP: $3.8 billion (Mid Cap) 6.1% | 32% | NMF| NMF [ 33% | 50% | 51% { NMF | 21% | 3.4% | 45%| 5.5% [Retainedto ComEq 5.5%
ELECTRIC OPERATING STATISTICS 61% | T72% | NMF | 106% | 75% | 65% | 61% | 104% 80% | 72% | 65% | 60% |AlDiv'ds to NetProf 60%
% Change Retal Sals (KWWH) 29203 2_010!1’ 23212 BUSINESS: TECO Energy, Inc. is a holding company for Tampa  11%. Generating sources: coal, 53%; gas, 38%; purchased, 9%.
Avg. |,,’\?§ Use(Mw) NA NA | Electric, which serves 672,000 customers in west central Florida, Fuel costs: 35% of revenues. '10 reported deprec. rate (utility):
Avg. ndust. Revs. per KWH (¢) 8.04 963 9.35 | and Peoples Gas (acquired 6/97), which serves 336,000 customers  3.6%. Has 4,100 employees. Chairman: Sherrilt W. Hudson. Presi-
& akmcwﬁerm) 44&; 47&'& 45& in Florida. TECO also mines coal and has generation investments dent & CEO: John B. Ramil. incorporated: Florida. Address: TECO
AmnuatLoad Factor (%) NA NA NA in Guatemala. _Sold TECO Transport 12/07. E]ectric revenue break- Plaza, 702 N. Franklin Street, Tampa, Florida 33602. Telephone:

%Chaﬂgecuswme{s?avg) +.1 -1 +.6 | down: residential, 50%; commercial, 30%; industrial, 9%; other, 813-228-1111. Intemet: www.tecoenergy.com.

Fited Charge Cov. (%) 166 199 270 | We estimate that TECO Energy’s earn- the price in that contract. On the negative
ANNUAL RATES _Past Past Esfd'0sr10| INBS will increase this year. In 2010, side, costs are up, as well, and volume is
ofchange fpersh)  10¥rs.  5Y¥rs. fo't44s | the company incurred $0.16 a share of below management’s previous expectation
Revenues .- 25% 25% | charges for the early retirement of debt. for the year. TECO Coal now expects sales
'éCaSh Flow” “‘é-%‘;//: 112-%://0 15-%‘;; There were no such charges in the first of 8.2 million-8.5 million tons this year,
Drviegss 3%% 5w 48 | half of 2011, and we expect none in the compared with 8.5 million-9.0 million pre-
Book Value 15% 50% 50% | second half. The refinancings and repay- viously. The volume shortfall is due to de-

can QUARTERLYREVENUES (Smlll) Fan | ments of debt have lowered TECO's inter- lays in surface mine permitting and a
endar |Mar.31 Jun30 Sep.30 Dec.3t| Year | €St expense. Tampa Electric and Peoples shortage of contract minors, and the high-

2008 7917 8872 9261 7503 ;753 | Cas are performing well and are likely to er price of oil is causing the cost of oil-

2000 |8240 8252 8963 7650 |33105| earn their allowed returns on equity this based equipment, such as tires, to climb.

2010 |9123 8988 9018 7750 |34879 | year. In fact, the utilities’ customer counts When all is said and done, we believe the

| 2014 |7961 8857 9182 800 |3400 | have risen for seven consecutive quarters, pluses will exceed the minuses, and TECO
| 2012 1800 - 900 950 850 |[3500 | which suggests that the service area is re- Coal’s contribution to the parent’s bottom

Cak EARNINGS PER SHARE A Fan | covering (albeit slowly) from the housing line will increase this year and next.
endar |Mar31 Jun30 Sep.30 Dec31| Year | Crisis in Florida. All told, our 2011 earn- Earnings should advance solidly in

2008 15 % 27 10 77| ings estimate is within management’s tar- 2012. The aforementioned repricing of an

20 | 16 29 30 25 | 100/ geted range of $1.25-$1.40 a share. old contract at TECO Coal should be the

010 | 26 35 35 47| 113] TECO Coal is experiencing some posi- key factor. We look for modest growth

2014 24 26 37 33 ] 13| tive and negative trends. On the posi- from the utilities, too. Our profit forecast

2012 35 35 40 35 | 145] tive side, contracted prices are risilng, and remains at $1.45 a share.

i B the proportion of the company’s sales that Timely TECO stock offers a dividend
| eﬁﬁzr Mggﬁﬁz'igl‘)wg?p?gomgec.3i YF:;I, is for higher-priced specialty coal is in- yield and 2014-2016 total return po-

2007 | 19 195 195 195 78| creasing. Realized prices should get a fur- tential that are somewhat above the

2008 | 195 20 20 ‘% 80 ther boost next year, after a contract for norm for utilities. Moderate dividend

2000 | 20 20 20 20 ‘g0 | 600,000 tons, which is well below the cur- growth should occur through the middle of

2010 | 20 205 205 205 's7 | rent market level, expires. This production the decade.

2011 | 205 215 215 has been sold at prices that are well above Paul E. Debbas, CFA August 26, 2011
(A) Dil. earnings. Excl. nonrec, galn (fosses): | add due to rounding. Next eamings report due | {E) Rate base: Net orig. cost. Rate aliowed on | Company's Financial Strength B+
97, (6¢); '99, ?11¢) '03, ($4.97); '07, 63¢ '10, { early Nov. (B) Divids paid in late Feb., May, com. eq. in '09 (elec.): 10.25%-12.25%; in '09 | Stock’s Price Stabitity 90
(2¢) net; gains {loss) on discont. ops.: '04, Aug. & Nov. B Div'd reinvestment plan aval. | {gas). 9.75%-11.75%; earned on avg. com. Price Growth Persistence 40
(77¢); ‘05 31¢;°06, 1¢; '07, 7¢. '08 EPS don't (C) Incl. defd chgs. In "10: $2.77/sh. {D) In mill. | eq., "10: 11.4%. Regulatory Climate: Average. | Earnings Predictability 65
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RECENT Trailing: 15.0'}| RELATIVE DIVD 0/
WESTAR ENERGY wvsean [P 25.54 [ 14.8 Gz kMG 110010 5A%ed |
hewEss 3 i | D[ 259 9] 0T 25 7s| mol 2l mel 7es| w3l mel 2 Target Prcs Range
SAFETY 2 Roised 41105 LEGENDS
weeem 1,00 x Dividends p sh 64
TECHNICAL 3 Lowered 9911 divided by Inerest Rale
ive Price Strength b1
BETA .75 (1.00 = Marke) Options: Yes 40
™ 2014-16 PROJECTIONS | JECTIONS ] haded areas indicate recessions [~ 1 || | & i i i—t— | | | feeeocdomoos b
AnmiTotall 'y IN o L | 1 ] el | ety L oo odllo.. 24
Price  Gain  Return i} o il 20
High 35 (+#35%) 12% [~ %
Low 25 (Nil) 4% "
Insider Decisions e 12
ONDJFMAM
tBy 000000000 xR - 8
Optons 0 0 0 0 0 0000 | 6
sl 000003030 % TOT. RETURN 8111
Institutional Decisions THIS  VLARITH
Mo 10201t 20201 . sTocK N
toBuy e Percent | : fy. 168 194
1o 5e 8 98 107 | traded 3w. 37 268 [

Hids(000) 81435 81083 77664 [I]lﬂﬂﬂ S5y 415 331
1995 | 1996 | 1997 | 1998 | 1999 2004 {2005 | 200 2012 | ©YVALUELINEPUB.LLC|14-16

2501 | 31.67| 3290 30.86| 3021 17.02| 1823 | 1837 | 18.09 | 1698 | 17.04 | 18.34 | 18.15| 18.60 |Revenues persh 20.30

517| 552 347 635] 715 3121 328 394 | 377 314 359 424| 4.05| 4.30|“Cash Flow” persh 490
271| 260| d46| 213 148 147 | 155 | 1.88 184 | 131 1.28 180{ 1.68| 1.90 |Eamings persh A 240
203 207| 210| 214| 214 .80 .92 98| 1.08| 116 1201 124 1.28 | 1.32 |Divd Deci’d per sh Bat 1.4
377 309 322 277 409 219 245 395 784 865 526 | 482 575| 5.85[Cap’lSpending per sh 7.05
2471 2514 | 30.79| 2940| 27.83 . . . 1643 | 1631 | 17.62 | 1944 | 2018 | 2059 | 21.25| 21.60 | 22.10 |Book Value persh C 23.45
62.86| 64.63| 6541) 6501| 6740 | 7008| 70.08| T71. 51 7284 | 86.03 | 86.84 | 87.39 | 9546 | 108.31 [ 109.07 | 19213 | 117.00 | 120.00 | Common Shs Outst'q E | 123.00
1"wr| 117 --] 184 172 2086 --| 1401 108 174 148] 122 1441 170 1491 13.0 | Bold figyres are |Avg Ann’l PJE Ratio 125
.78 13 -- .96 S8 1.4 .- .76 .62 92 79 66 J51 102 .99 84 Value Line Relative P/E Ratio .85

64% | 68% | 63%| 55% | 84% | 79% | 58% | 86% | 55% | 39% | 40% | 43% | 42% | 52% | 63% | 53% estimates Avg Anr’l Divd Yield 4.8%
CAPITAL STRUCTURE as of 6/30/11 2186.3 | 1771.1 | 1461.1 | 1464.5 | 1583.3 | 1605.7 | 1726.8 | 1839.0 | 1858.2 | 2056.2 | 2125| 2230 {Revenues ($mill) 2600
Total Debt $3259.0 mil. Due in 5 Yrs $857.5mil. | d40.0 | 720 | 1081 | 1001 | 1349 | 1653 | 1684 | 1368 | 1413 2039 | 195 225 |Net Profit (mill) 305
LT Debt 27610l ;—T Interest $165.0 mil. NMF | 534% | 43.1% | 25.0% | 31.0% | 254% | 275% | 24.6% | 29.4% | 29.0% | 30.0% | 30.0% |Income Tax Rate 30.0%
(LT interest eamed: 2.6x ] el 5% | -] e- | -- [ 104% | -- | 104% | 100% | 10.0% | 10.0% |AFUDC % toNetProfit | 10.0%
Pension Assets-12/10 $432 mill. Oblig. $747 mill. | 61.8% | 71.6% | 66.2% | 53.8% | 52.1% | 50.0% | 50.6% | 49.8% | 53.4% | 53.6% | 52.5% | 53.0% (Long-Term Debt Ratio 54.0%

37.7% | 22.9% | 33.2% | 455% | 47.2% | 49.3% [4B.9% |49.7% | 46.1% | 46.4% | 47.5% | 47.0% |Common Equity Ratio 46.0%
Pfd Stock $21.4 mill. Pfd Div'd $1.0 mill. 48224 | 42724 | 3127.3 | 3049.2 | 30004 | 3124.2 | 3738.3 [ 4400.1 | 4866.8 | 5180.8 | 5325 5650 [Total Capital (Smill) 6500
e shs. 4 1/2%, callable 108; 54,970 shs. 4042.9 | 39954 | 39005 | 3911.0 | 3047.7 | 40716 | 4803.7 | 55335 | 5771.7 | 63095 | 6300 | 6750 Net Plant ($mill) 7800
: callable 101.50; 37,780 shs. 5%, callable = gq 4y T 70% | 55% | 62% | 67% | 58% | 42% | 44% | 53% | 55% | 55% [Retum on Total Capl 7
102. Al cum. $100 par. - ~ - - - 7% | SB% ) A2% | Adh | . : 5% ap 6.5%
NMF | 59% | 102% | 7.1% | 94% | 106% | 91% | 62% | 62% | 81% | 7.5% | 8.5% [Returnon Shr. Equity 10.0%
Common Stock 115,812,605 shs. as of 7/26/11 NMF | 7.3% | 103% | 71% | 95% [ 10.7% | 9.2% | 62% | 63% | 82% | 7.5% | 85% |ReturnonCom Equity? | 10.0%
MARKET CAP: $3.0 billion (Mid Cap) NMF [ NMF | 49% | 32% | 43% | 55% | 43% | 12% 8% | 28%| 20%| 25% |RetainedtoCom Eq 4.0%
ELECTRIC OPERATING STATISTICS NMF | 120% | 53% | 56% | 55% | 49% | 53% | 80% | 87% | 65% | 76% | 70% |All Div'dsto NetProf 59%
% Change Retal Sales(KWH] 2_°2°g 29208 z_ng BUSINESS: Westar Energy, Inc., formerly Westem Resources, is plant age: 13 years. Fuels: coal, 51%; nuclear, 8%; gas, 41%. Has
dge 5769 5145 5468 | the parent of Kansas Gas & Electric Company. Westar supplies 2,409 empioyees. BlackRock, Inc. owns 6.3% of common; off, &
Avg IndustRevs 506 567 582 | electricity to 687,000 customers in Kansas. Electric revenue dir., less than 1% (4/11 proxy). Chairman: Charles Q. Chandler IV.
P eakL md Feak [ ZM g;gg 222.5, gzgg sources: residential and rural, 43%; commercial, 37%; industrial,  Chief Executive Officer: Mark A. Ruelle. Inc.: Kansas. Address: 818
Annual Load Fador(gﬁ 550 545 550 20%. Soid mves_tment in ONEOK in 2003 and 85% owner_shlp in South Kansas Avenue, Topeka, Kansas 66612. Telephone: 785~
% Change Customers (yr-end) +7 +.9 +.3 | Protection One in 2004. 2010 depreciation rate: 4.6%. Estimated  575-6300. Intemet: www.westarenergy.com.
Fited Charge Cov. (%) 263 226 267 | Shares of Westar Energy have kilovolt transmission line from Wichita to
ANNUAL RATES Past Past Estd 0510 rebounded in recent weeks, following a. Oklahoma. This project is trending favor-
of change (per sh) 10Yrs. SYrs. to't44g | mid-summer selloff. The company reported able with respect to schedule and budget,

Revenues 0% -1.0% 25% | mixed results for the second quarter. The and will likely be completed by mid-2012.
‘éCaSh Flow” '5 0% 1%‘://0 58%':; top line increased at a moderate clip, The company continues to move forward
Dangs 45% 70% 30% | thanks to higher retail revenue. However, with the Prairie Wind joint venture, and
Book Value 3.0% 60% 20% | this was more than offset by greater oper- invest in environmental controls, too.

P ating expenses, and share net came in Westar is requesting higher rates. The
eﬁ::r M:.%RTEE,L::;%EVEESE%“E'e“":)m 5:;', somewhat below the prior-year tally. company filed in late August with the
2008 | 4068 4512 5749 4061 | 1839.0 Mixed performance ought to continue Kansas Corporation Commission (KCC),
2000 | 4218 4678 5285 4404 |18582| for the remainder of the year. Revenue seeking to increase base prices by about
2010 | 4598 4952 6444 4568 | 205621 comparisons should remain favorable in 5.85%. This would add about $91 million
2011 | 4817 5249 650 4684 | 2125 | the coming quarters. The economy in Kan- to revenue, on an annual basis. Westar
2012 | 500 540 680 510 | 2230 | sas will likely continue to fare better than cited higher operating and maintenance
Cal- EARNINGS PER SHARE A Full the nation’s. With the state’s attractive expenses, and the increased cost of com-
endar |Mar31 Jun30 Sep.30 Dec31| vear | Pusiness climate, unemployment there plying with federal regulatory require-
2008 Fz) 06 81 A1 131 should remain below the national average, ments, as reasons for the request.

2009 0 35 73 0! q28]| and most industrial sectors should show This stock is neutrally ranked for

2010 97 47 101 04| 1so| further improvement. That said, operating Timeliness. We anticipate higher reve-

2011 27 38 9 .07 168 costs will probably continue to weigh on nues and share earnings for the company

2012 32 438 1.00 0| 1.90] the bottox‘? line. Overalll, wci1 prlojectfhigfher by d2014 IEOIfG SI\a'IforeO\l/fr Westar earns

B revenue, but a bottom-line decline for full- good marks for ety, Price Stability, and
eﬁ:; MSEQTE.EI.gy'fgpn;:‘“gecg1 ;:;‘r year 2011. Share net should rebound in Earnings Predictability. From the plyesent
2007 | 25 97 97 97 106 2012, assuming solid revenue growth and quotation, this issue has decent risk-
2008 | 27 29 g g 1114| greater control of operating costs. adjusted total return potential. Income-
2008 | 29 30 30 30 | 119/ We anticipate further investment in oriented accounts should find this stock’s
2016 [ 36 31 31 31 1.23| operations going forward. Westar con- healthy dividend yield attractive.

2011 | 31 K7 tinues to make progress with its 345- Michael Napoli, CFA  September 23, 2011
(A) EPS diluted from 2010 onward. Excl. non- | sum due to rounding. Next egs. rep't due late | latory assets. In 2010: $7.68/sh. (D) Rate base | Company's Financial Strength B++
recur gains (losses): '96, ($0.19); '97, $7.97; | October. (B) Div'ds paid in early Jan., April, | determined: fair value; Rate allowed on com- | Stock's Price Stability 100

July, and Oct. » Div'd reinvest. plan avail. T | mon equity in '09: 10.4%; eamed on avg. com. | Price Growth Persistence 70

Earnings Predictability

S owWn, non-
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RECENT PE Trailing: 14.6 Y| RELATIVE DIVD ('y
W|SCONS|N ENERGY NYSE-WEC PRICE 31.02 RATIO 14.2(Mediar?: 14.0 /| PIE RATIO 1-06 YLD 3-6 0
TMEINESS 2 raiony | O] 18] 123] 1321 1ea] 3] 4l mal 2] mal 23] we) 2 Target Price Range
SAFETY 2 Lowred7M§7 | LEGENDS
3 — e, 0
TECHNICAL 3 Loweedaiot | dded b inerst ot — -
BETA .65 (1.00 = Market) 2-for-1 §pI|( m " - £n
201416 PROJECTIONS | Bloded sreas indcate e NN BN EICIXE CORI: pre
Ann’l Total = | 1 ! | % 4 0 | b | | |essesdeseen
Price  Gain  Return we 30
High 45 §+45% 13% m 25
low 35 (+15%) 7% L NN e 2
Insider Decislons — . SNLD TPPETTELG i 15
ONDJFMAMJE T ]
By 000000000 ] 10
Optios 52013508 0[w, | 75
foSel 82015508 0f " | AT SN W et %TOT.RETURN &1 [
Institutional Decisions it ey - THIS  VLARITH:
1 202011 STOCK INDEX
o e m Percent - 7 7 1y, 173 194 [
to 14 171 155 | traded 1| I 3yr. 487 268 [
Hid's(00d] 160351 161929 160735 11T 11| S5y. 690 . 334
1995 | 1996 | 1997 | 1998 | 1999 3 {2004 | 2005 | 2006 2011 {2012 | ©VALUELINE PUB.LLC]14-16
799) 794 793 856| 956 1414] 17.02| 1610 17.12| 1466 | 1631 | 17.08 | 1812 | 1895 | 17.65| 17.98 | 79.40| 19.30 |Revenues persh 23.50
214) 213 148 206| 226| 224 272 284 286| 258 289 | 290 298| 295| 31 330 | 365| 330 |“CashFlow” persh 5.00
1.07 99 27 83 94 .54 82 116 113 93| 128 132y 142| 152 160 1.92 215 2.25 |Earnings per sh A 275
13 .75 a7 78 .78 .69 40 40 40 42 A4 46 .50 54 .68 80 1.04 | 1.14 |Div'd Decld per sh Bw}| 1,65
1286] 177 1% ] 176 222] 264] 3.01 25477295 285 340 417] 528 486 350 341 4.35] 3.10 | Cap’l Spending per sh 3.00
8441 81 825| 823 844| 850| B89 922| 996| 1065 | 1146 | 1235 | 1325 | 1427 | 1526 | 1626 | 17.05| 17.60 [Book Value persh 19.75
22164 | 22336 [ 22573 | 231.21 | 237.81 | 237.29] 230.84 | 232.06 | 236.85 | 233.97 | 233.96 | 233.94 | 233.89 [ 233,84 | 23382 | 233.77 | 232.00 | 228.00 [Common Shs Outst'y © | 224,00
134 143 413 180 133} 1877 121 105] 124} 75| 145 160} 165 | 148 133 | 14.0 | Boid figlres are |Avg Ann’l PIE Ratio 145
88 90| 27 54 60 12 .62 57 Nl .92 7 86 .88 .89 89 90 Value|Line Relative P/E Ratio .95
52% | 54%| 60%| 52%| 63% | 68% | 36% | 33% [ 28% | 26% | 24% | 22% | 21% | 24% | 32% | 30% ] "™ |AvgAnn'l Divid Yield 42%
CAPITAL STRUCTURE as of 6/30/11 39285 | 3736.2 | 4054.3 | 3431.1 | 3815.5 | 39964 | 4237.8 | 4431.0 | 41279 | 42025 | 4500 | 4400 |Revenues ($mill) 5250
Total Debt $4907.6 mill. Due in 5 Yrs $1720.0mif. | 2188 | 270.8 | 2692 | 2212 3048 | 3137 | 337.7 | 3598 | 3784 | 4556| 510| 520 |NetProfit ($mill 625
};)leg?ggfg\ﬁisc':“:ializlézIl:taesr:sst s249mil. 40.9% | 374% | 35.5% | 37.5% | 32.9% | 35.8% | 39.1% | 37.6% | 365% | 35.4% | 34.5% | 35.0% |Income Tax Rate 34.0%
(LT intorest eamed 3.4%) ' 6.9% | 41% | 69% | 10.0% | 125% | 19.0% | 238% | 27.2% | 25.0% | 18.6% | 120% | 10.0% |AFUDC % toNetProfit | 8.0%
Leases, Uncapitalized Annual rentals $22.8 mill. | 62.2% | 50.8% | 50.9% | 56.2% | 528% | 51.3% | 50.3% | 54.8% | 51.0% | 50.6% | 54.0% | 54.0% |Long-Term DebtRatio | 53.5%
Pension Assets-12/10 $1.06 bill. 37.2% | 39.6% | 30.6% | 43.3% | 46.7% | 48.2% [ 49.2% [44.8% | 47.7% | 49.0% | 46.0% | 45.5% [Common Equity Ratio 46.5%
. . Oblig. $1.22 bill. ["5523.8 [ 5400.3 | 5963.3 | 5762.3 | 57415 | 5992.8 | 6302.1 | 7442.0 | 7473.1 | 77645 | 8640 | 8800 |Total Capital {$mill) 9475
;{sgg:)%cskh?géor:}fl’s 10:{;?;#3&22 ;"sf'}m 4188.0 | 4398.8 | 5926.1 | 5903.1 | 63629 | 7052.5 | 7681.2 | 8517.0 | 9070.5 | 96015 | 10275 | 10750 [Net Plant ($mill) 1225
44,48 shs. 6% $100par, ' 58% | T.0% | 63% | 56% | 7.0% | 66% | 70% | 6.3% | 64% | 75% | 7.5% | 1.5% |RetumonTotalCapl | 6.0%
10.5% | 12.5% | 11.3% | 8.8% | 11.2% | 10.7% | 10.8% | 10.7% | 105% | 11.9% | 13.0% | 13.0% |Return on Shr. Equity 14.0%
Common Stock 233,739,777 shs. 10.6% | 12.6% | 114% | 8.8% | 11.3% | 10.8% | 10.8% | 10.7% | 10.6% | 12.0% | 13.0% | 13.0% [Retum on Com Equity €| 14.0%
MARKET CAP: $7.2 billion (Large Cap) 6.0% | 83% | 74% | 49% | 75% [ 74% | 71% | 7.0% | 62% | 7.0% | 6.5%| 6.5% |RetainedtoComEq 6.0%
ELECTRIC OPERATING STATISTICS 43% ) 35% | 35% | 45% | 34% | 35% | 35% | 5% | 42% | 41% | 48% | 50% |All Div'ds to Net Prof 59%
%5 Change Retl Sales (KWH) 2_0203 2-089? 23518 BUSINESS: Wisconsin Energy Corporation is a holding company mercial & industrial, 23%; other, 8%. Generating sources: coal,
Avg. Indust. Use (MWH NA NA NA | for We Energies, which provides electric, gas & steam service in  54%; gas, 9%; hydro, 1%; wind, 1%; purchased, 35%. Fuel costs:
Avg. Indust. Revs. per KWH (¢) 6.05 657 NA | Wisconsin. Customers: 1.1 mill. elec., 1.1 mill. gas. Acq'd WICOR  44% of revs. '10 reported deprec. rate {utility): 2.8%. Has 4,600 em-
gggﬁmtzem ) 57"1“'3 58’\%/2\ 59"(‘]"8\ 4/00. Discontinued pump-manufacturing operations in "04. Sold  ployess. Chairman, President & CEO: Gale E. Klappa. Inc.: WI. Ad-
Aanuat Load Factor (S/u NA NA NA | Point B_each nuclear plant in '07. Electric revenue breakdown: dress: 231 W. Michigan St., P.O. Box 1331, Milwaukee, Wi 53201,
%ChangeCus?.omas{ywnd) +5 +2 +.3 | residential, 38%; small commercial & industrial, 31%; large com-  Tel.: 414-221-2345. Internet: www.wisconsinenergy.com.
Wisconsin Energy is awaiting a deci- sputtering economy on electric demand.
T:,d:h‘:ﬁc:;\%s Past 27gast 2:;, " ,0:_1120 sion from the s{gyate commission about The beginning of a $300 million stock buy-
ofchange (persh)  10¥rs. 5V, to't4s | the company’s regulatory proposal. back program should help, too. We assume
Revenues 55% 25% 4.5% | Typically, the utility would have filed a the adoption of Wisconsin Energy’s afore-
‘E %?r?h Flow” 38%"’,/; %g‘:{; g-g‘gj general rate case in May, with new tariffs mentioned regulatory proposal in our 2012
Didnde. 0% 100% 1609 | taking effect the following January. But, profit forecast.
Book Value 6.0% 7.5% 45% | in order to reduce rate pressure on its cus- A general rate case is pending in
Cal- | QUARTERLY REVENUES ($ mill) Fan | tomers, the company made an alternative Michigan. The utility is seeking an in-
endar |Mar31 Jun30 Sep.30 Dec31]| Year | Proposal. Instead of filing a general rate crease of $14.9 million, based on a 10.4%
2008 114318 o461 8525 12006 |4d310] case Wisconsin Energy proposed that it be return on equity. The company expects to
2009 (13062 8425 8219 10673 |41279 | @llowed to suspend $140.1 million of regu- self-implement a $7.7 million hike in Jan-
2010 12485 8909 9732 10898 [42025 latory amortization in 2012. This would uary. The final order is due in July.
2011 143287 9917 979.6 1200 |4500 | help lift earnings next year without a base Two renewable-energy projects are
2012 11325 975 925 1175 |4400 | rate hike. The utility would file a general being built. The company is spending
cal- EARNINGS PER SHARE A Full rate case in 2012, with new tariffs taking $361 million to add 162 megawatts of wind
endar |Mar31 Jun30 Sep30 Dec3t| Year | €ffect in 2013. However, if the commission capacity. This project should be completed
2008 5 %5 33 42 | {52 rejects this idea, the company would file a by yearend. A 50-mw biomass plant is ex-
2008 | 80 27 25 48 | 1gp| general rate case. Wisconsin Energy would pected to be in service by the end of 2013
2000 | 55 37 47 53| 192} request electric, gas, and steam increases ' at a projected cost of $255 million.
201 72 4 47 55| 215| of $170.6 million, $6.0 million, and $3.6 This timely stock is suitable for utility
2012 75 42 50 .58 | 225| million, respectigely. The cor}rllmission's de- investors wlllm are focused on divi-
) Bu cision is expected next month. dend growth. The payout ratio is now
egglar ,::,gﬁﬁiﬁglxlDgzngzm%ec_; 5:;', Earnings are likely to rise in 2011 and low, by utility standards, but the company
2007 | 125 425 125 125 5g| 2012. This year, Wisconsin Energy is ben- wants to raise it to 60%. Accordingly, hefty
2008 | 135 435 435 135 54| efiting from the income from a coal-fired dividend boosts are likely to occur. This
2009 | 189 69 189 160 ‘g | facility that began commercial operation in should produce an above-average (for a
2010 | 20 20 20 .20 80| early 2011. Hot weather is another plus, utility) total return through mid-decade.
201 | 2% 26 2 and has helped offset the effect of the Paul E. Debbas, CFA  September 23, 2011
(A) Diluted EPS. Excl. nonrec. gains (losses): [ earnings report due late Oct. (B} Div'ds histori- | $6.55/sh. {D) n mill., adj. for spiit. (E) Rate Company'’s Financial Strength B+
99, (5¢); '00, 10¢ net; ‘02, (44¢); '03, (10¢) cally paid in eatly Mar., June, Sept. & Dec. m | base: Net orig. cost, Rates allowed on com. eq. | Stock’s Price Stability 100
net; '04, (42¢); gains on disc. ops.: ‘04, 77¢; | Div'd reinvestment plan avail. t Shareholder in- | in '10: 10.4%-10.5%; eamed on avg. com. eq., | Price Growth Persistence 85
‘05, 2¢; '08, 2¢; '09, 2¢; '10, 1¢; '11, 5¢. Next | vestment plan avail. (C) Incl. intang. In '10: ’09: 10.8%. Regulatory Climate: Above Avg. Earnings Predictability

kind.

74 To subscribe call 1-800-833-0046.
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AMEREN CORP sk ZACKS RANK: 3 - HOLD
AEE 3274  «045 (1.39%) Vol. 1,307,632 15:07 ET

Ameren Corporation companies provide energy services customers in Missouri and lllinois. AmerenUE, one of its
subsidiaries, is the one of the largest electric utilities in Missouri and distributors of natural gas. AmerenCIPS,
another subsidiary, is both an electric and natural gas utility and serves one of the largest geographic areas of
Hlinois-based utility companies. (Company Press Release)

General Information
AMEREN CORP

1901 CHOUTEAU AVE

ST LOUIS, MO 63103
Phone: 314-621-3222

Fax: 314-621-2888

Web: hitp://'www.ameren.com
Email: invest@ameren.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/21/2012

Price and Volume Information

Zacks Rank i — | 8 [AEE] 50-Oay Closing Prices | 3300
Yesterday's Close 32.29
52 Week High 33.49
52 Week Low 25.55
Beta 0.63
20 Day Moving Average 1,847,078.25
Target Price Consensus 28.25
10-07-11 1i-04-11
% Price Change % Price Change Relative to S&P 500
4 Week 10.39 4 Week 1.78
12 Week 17.85 12 Week 10.85
YTD 1454 YTD 14.95
Share Information Dividend Information
Shares Outstanding 241,67 Dividend Yield 4.77%
(millions) Annual Dividend $1.54
mﬁi‘j;gap"a"“m” 7,803.40 Payout Ratio 0.59
Short Ratio 215 Change in Payout Ratio -0.09
Last Spiit Date N/A Last Dividend Payout / Amount 09/06/2011 / $0.38
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.32 Current (1=Strong Buy, 5=Strong Sell) 3.20
Current Year EPS Consensus Estimate 2.55 30 Days Ago 3.20
Estimated Long-Term EPS Growth Rate 4.00 60 Days Ago 3.20
Next EPS Report Date 02/21/2012 90 Days Ago 3.22
Fundamental Ratios
P/E EPS Growth Sales Growth
Current FY Estimate: 12.66 vs. Previous Year 12.14% vs. Previous Year 0.62%
Trailing 12 Months: 12.28 vs. Previous Quarter 166.10% vs. Previous Quarter: 27.34%
PEG Ratio 3.17
Price Ratios ROE ROA
Price/Book 0.96 09/30/11 8.05 09/30/11 2.74

http://www.zacks.com/research/print.php?type=report&t=AEE 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

5.10
1.02

1.45
1.51
1.48

11.45
5.23
5.47

7.52
7.47
7.32

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.54
7.86

1.05
1.13
117

11.45
5.23
5.47

0.82
0.89
0.20

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=AEE

2.54
2.65

8.37
7.79
8.28

33.73
32.94
32.76

45.04
47.04
47.48

Page 2 of 2
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AMERICAN ELEC PWR INC (nysg) ZACKS RANK: 3 - HOLD

AEP 39.74 0,04 {0.10%) Vol. 2,300,064 15:30 ET

American Electric Power is a public utility holding company which owns,directly or indirectly, all of the outstanding
common stock of its domesticelectric utility subsidiaries and varying percentages of other subsidiaries. Substantially
all of the operating revenues of AEP and its subsidiaries are derived from the furnishing of electric service. The
Company's operations are divided into three business segments: Wholesale, Energy Delivery and Other.

General Information
AMER ELEC PWR

1 RIVERSIDE PLAZA
COLUMBUS, OH 43215
Phone: 614-716-1000
Fax: 614-223-1823

Web: http://www.aep.com
Email: kikozero@aep.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 01/27/2012

Price and Volume Information

Zacks Rank ™ B} [AEP1 30-Day Closing Prices ; 40,5
Yesterday's Close 39.70
52 Week High 40.08
52 Week Low 33.09
Beta 0.51
20 Day Moving Average 3,840,518.00
Target Price Consensus 40.93 / .
10-07-11 11-04-11
% Price Change % Price Change Relative to S&P 500
4 Week 519 4 Week -3.01
12 Week 11.02 12 Week 4.43
YTD 10.34 YTD 10.73
Share information Dividend Information
Sh.afes Outstanding 482.97 Dividend Yield 4.63%
(millons) Annual Dividend $1.84
ot o lalizdon 19,146.28 Payout Ratio 0.59
Short Ratio 1.53 Change in Payout Ratio 0.04
Last Split Date N/A  Last Dividend Payout / Amount 08/08/2011 / $0.46
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.41 Current (1=Strong Buy, 5=Strong Sell} 2.31
Current Year EPS Consensus Estimate 3.12 30 Days Ago 2.31
Estimated Long-Term EPS Growth Rate 4,00 60 Days Agoe 219
Next EPS Report Date 01/27/2012 90 Days Ago 2.24
Fundamental Ratios
| P/E EPS Growth Sales Growth
: Current FY Estimate: 12.73 vs. Previous Year 1.74% vs. Previous Year 4.88%
| Trailing 12 Months: 12.81 vs. Previous Quarter 60.27% vs. Previous Quarter: 19.44%
PEG Ratio 3.18
Price Ratios ROE ROA
Price/Book 1.31 09/30/11 10.64 09/30/11 2.93

http://www.zacks.com/research/print.php?type=report&t=AEP 11/7/2011
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Price/Cash Fiow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

5.94
1.28

0.77
0.81
0.80

16.13
15.18
13.23

7.31
6.78
6.52

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

10.73
10.88

0.56
0.59
0.58

16.13
15.18
13.23

1.04
1.12
1.13

06/30/11
03/31/11

Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=AEP
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2.93
2.94

9.93
9.97
10.15

30.38
28.93
28.64

50.89
52.85
53.24
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CENTERPOINT ENERGY INC (nvsg) ZACKS RANK: 3 - HOLD
CNP 2036 «0.05  (0.25%) Vol. 1,945,008 15:12 ET

CenterPoint Energy is a domestic energy delivery company that includes electricity transmission and distribution,
natural gas distribution and sales, interstate pipeline and gathering operations. They serve customers in Arkansas,
lNinois, lowa, Kansas, Louisiana, Minnesota, Mississippi, Missouri, Oklahoma, Texas, and Wisconsin.

General Information
CENTERPOINT EGY

1111 LOUISIANA ST.

HOUSTON, TX 77002

Phone: 7132073000

Fax: 713-207-3169

Web: http://www.centerpointenergy.com

Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 03/06/2012

Price and Volume Information

Zacks Rank & LCNP] 30-Day Clctsing Pr'ices ir
Yesterday's Close 20.31
52 Week High 21.47
52 Week Low 15.09
Beta 0.65
20 Day Moving Average 5,139,217.00
Target Price Consensus 215
19-07-11
% Price Change % Price Change Relative to S&P 500
4 Week 1.91 4 Week -6.04
12 Week 8.61 12 Week 2.16
YTD 29.20 YTD 29.65
Share Information Dividend Information
Shares Outstanding 425.86 Dividend Yield 3.89%
(millions) -~~~ Annual Dividend $0.79
o g P alizaton 8,649.14 Payout Ratio 0.64
Short Ratio 1.28 Change in Payout Ratio -0.02
Last Split Date 12/11/1995 Last Dividend Payout / Amount 08/12/2011 / $0.20
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.20 Current (1=Strong Buy, 5=Strong Sell) 2.00
Current Year EPS Consensus Estimate 1.13 30 Days Ago 1.85
Estimated Long-Term EPS Growth Rate 5.70 60 Days Ago 1.85
Next EPS Report Date 03/06/2012 90 Days Ago 2.00
Fundamental Ratios
P/E EPS Growth Sales Growth
Current FY Estimate: 18.02 vs. Previous Year 27.59% vs. Previous Year -1.42%
Trailing 12 Months: 16.38 vs. Previous Quarter 54.17% vs. Previous Quarter: 2.40%
PEG Ratio 3.18
Price Ratios ROE ROA
Price/Book 2.06 09/30/11 15.10 09/30/11 2.64

http://www.zacks.com/research/print.php?type=report&t=CNP 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.39
1.03

0.85
0.86
0.92

14.03
9.35
8.67

17.98
18.39
18.37

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

15.31
14.82

0.67
0.73
0.83

14.03
9.35
8.67

2.02
2.57
2.67

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=CNP

2.52
2.40

6.28
5.86
5.62

9.88
7.79
7.68

66.88
71.98
72.78

Page 2 of 2
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CLECO CORP NEW vsg)
CNL 36.80 »0.14 (0.38%})

Vol. 392,184

1512 EY

ZACKS RANK: 1 - STRONG BUY

Cleco Corp. is an energy services company based in central Louisiana. Their two primary businesses are Cleco
Power LLC, a regulated electric utility business, and Cleco Midstream Resources LLC, a wholesale energy business.
They use a mixture of western coal, petroleum coke (petcoke), lignite, oil, and natural gas to serve their customers.
This diverse fuel mix helps Cleco deliver reliable, low-cost power to its customers.

CLECO CORP

2030 DONAHUE FERRY ROAD
PINEVILLE, LA 71361-5000
Phone: 3184847400

Fax: 318-484-7465

Web: http://www.cleco.com

|
|
|
\
General Information
|
|
)
|

Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/23/2012

Price and Volume Information

Zacks Rank ¥
Yesterday's Close 36.66
52 Week High 37.74
52 Week Low 30.05
Beta 0.50
20 Day Moving Average  568,663.88
Target Price Consensus 37.83

% Price Change
4 Week

12 Week

YTD

Share Information
Shares Outstanding
(millions)

Market Capitalization
(milions)

Short Ratio

Last Split Date

EPS Information

6.69
9.76
19.18

61.06

2,238.53

4.37
05/22/2001

Current Quarter EPS Consensus Estimate 0.39
2.37

Estimated Long-Term EPS Growth Rate 7.00

Next EPS Report Date 02/23/2012

Fundamenta! Ratios

P/E EPS Growth

Current FY Estimate:
Trailing 12 Months:

PEG Ratio 2.21

Price Ratios

|

|

Current Year EPS Consensus Estimate
|

% Price/Book

|

|

|

|

15.45 vs. Previous Year
15.15 vs. Previous Quarter

ROE
1.59 09/30/11

1 [CNL] 30-Day Closing Prices §

16-07-11 11-00-“

% Price Change Relative to S&P 500
4 Week

12 Week

YTD

Dividend Information
Dividend Yield

Annual Dividend

Payout Ratio

Change in Payout Ratio

l.ast Dividend Payout / Amount

Consensus Recommendations
Current (1=Strong Buy, 5=Strong Sell)
30 Days Ago
60 Days Ago
90 Days Ago

Sales Growth
31.33% vs. Previous Year
109.62% vs. Previous Quarter:

ROA
10.86 09/30/11

http://www.zacks.com/research/print.php ?type=report&t=CNL

-1.63
3.24
19.60

3.41%
$1.25
0.46
-0.10

11/03/2011 / $0.31

2.25
2.25
2.25
240

2.24%
28.82%

3.62

11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

7.24
1.97

1.51
1.49
1.00

24.11
23.32
18.46

5.11
4.74
4.44

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

9.84
10.19

1.25
1.24
0.78

24.11
23.32
18.46

0.97
1.00
1.03

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=CNL

3.24
3.31

12.99
11.64
11.77

23.03
22.75
21.86

49.36
50.01
50.81

Page 2 of 2
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CMS ENERGY CORP nvsg) ZACKS RANK: 3 - HOLD
CMS 2071 «0.42  (0.58%) Vol. 1,346,071 1514 ET

CMS Energy Corporation is a diversified energy company operating in the United States and around the world. The
company's two principal subsidiaries are Consumers Energy Company and CMS Enterprises Company. Consumers
Energy Company is a public utility that provides natural gas or electricity to residents in Michigan's lower peninsula.
CMS Enterprises Company, through subsidiaries, is engaged in several domestic and international diversified
energy businesses.

General Information
CMS ENERGY
ONE ENERGY PLAZA
JACKSON, Ml 49201
Phone: 5177881612
Fax: 517-788-1859
Web: http://www.crsenergy.com
Email: invstrel@cmsenergy.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/23/2012

Price and Volume Information

& =D osin rices é
Zacks Rank i B rcHs1 30-Day Closins P ! 21.6
Yesterday's Close 20.59
52 Week High 21.58
52 Week Low 16.96
Beta 0.53
20 Day Moving Average 3,475,116.50
Target Price Consensus 2273
10-07-11
% Price Change % Price Change Relative to S&P 500
4 Week 3.88 4 Week -4.22
12 Week 12.88 12 Week 6.18
YTD 10.70 YTD 11.09
Share Information Dividend Information
Shares QOutstanding Dividend Yield 4.08%
(millions) 253.36 -
Market Caoitalizati Annual Dividend $0.84
arket Capitalization .
(millions) 5,216.60 Payout Ratio 0.56
Short Ratio 3.05 Change in Payout Ratio 0.19
Last Split Date N/A Last Dividend Payout / Amount 11/02/2011 / $0.21
‘ EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.37 Current (1=Strong Buy, 5=Strong Sell) 1.92
| Current Year EPS Consensus Estimate 1.45 30 Days Ago 1.77
‘ Estimated Long-Term EPS Growth Rate 5.50 60 Days Ago 1.77
Next EPS Report Date 02/23/2012 90 Days Ago 1.77
Fundamental Ratios
P/E EPS Growth Sales Growth
Current FY Estimate: 14.23 vs. Previous Year 1.92% vs. Previous Year 1.46%
Trailing 12 Months: 13.64 vs. Previous Quarter 103.85% vs. Previous Quarter: 7.33%
PEG Ratio 2.59
Price Ratios ROE ROA

http://www.zacks.com/research/print.php ?type=report&t=CMS 11/7/2011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover

09/30/11
06/30/11
03/31/11

1.69
5.15
0.79

1.29
1.32
1.20

8.99
9.20
9.97

4.67
4.50
4.36

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

13.32
13.72
13.91

0.71
0.89
0.89

8.99
9.20
9.97

2.01
212
2.08

09/30/11
06/30/11
03/31/11

Operating Margin

09/30/11
06/30/11
03/31/11

Book Value
08/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=CMS

2.50
2.54
2.56

6.02
6.10
6.07

12.18
11.89
11.62

66.79
67.94
67.57
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CONSTELLATION ENERGY GROUP [ (nvsg) ZACKS RANK: 3 - HOLD
CEG 39.99 0,78 {1.99%) Vol. 1,318,856 1514 ET

Baltimore Gas and Electric Company consists primarily of generating, purchasing, and selling electricity and
purchasing, transporting, and selling natural gas.

General information

CONSTELLATN EGY

100 CONSTELLATION WAY

BALTIMORE, MD 21202

Phone: 4104702800

Fax: 410-234-5220

Web: http://www.constellation.com

Email: InvestorRelations@constellation.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter 09/30/11
Next EPS Date 02/10/2012

Price and Volume Information

- B} [CEG] 30-Day Closing Prices Z "
Zacks Rank i b 40.5

Yesterday's Close 39.21
52 Week High 40.22
52 Week Low 27.64
Beta 0.97
20 Day Moving Average 2,614,567.25
Target Price Consensus 40.6

11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week - 470 4 Week -3.47
12 Week 9.99 12 Week 3.45
YTD 28.01 YTD 28.46

Share Information Dividend Information

Shares Outstanding 201.32 Dividend Yield 2.45%
(miltions) Annual Dividend $0.96
m’;:;gap“a“za'“’“ 7,893.83 Payout Ratio 0.39
Short Ratio 1.36 Change in Payout Ratio 0.02
Last Split Date 05/18/1992 Last Dividend Payout / Amount 09/08/2011 / $0.24

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.64 Current (1=Strong Buy, 5=Strong Self) 2.75
Current Year EPS Consensus Estimate 2.98 30 Days Ago 2.75
Estimated Long-Term EPS Growth Rate 4.80 60 Days Ago 2.75
Next EPS Report Date 02/10/2012 90 Days Ago 2.50

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 13.14 vs. Previous Year 41.67% vs. Previous Year -11.28%
Trailing 12 Months: 15.75 vs. Previous Quarter -10.53% vs. Previous Quarter: 4.80%
PEG Ratio 2.76

Price Ratios ROE ROA
Price/Book 0.98 09/30/11 6.44 09/30/11 2.61
Price/Cash Flow 5.27 06/30/11 6.02 06/30/11 2.44

http://www.zacks.com/research/print.php7type=report&t=CEG 11/7/2011
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Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover

09/30/11
06/30/11
03/31/11

0.57

1.57
1.64
1.80

5.57
-11.79
-12.25

20.35
22.89
24.03

03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

5.76

1.39
1.45
1.62

5.57
-11.79
-12.25

0.56
0.53
0.55

03/31/11

Operating Margin

09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=CEG

2.34

3.72
3.32
3.29

40.19
40.43
40.29
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34.21
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DTE ENERGY CO (vsg) ZACKS RANK: 3 - HOLD
DTE 5207  +-0.05 {-0.10%) Vol. 661,000 1515 ET

DTE Energy is a Detroit-based diversified energy company involved in the development and management of energy-
related businesses and services nationwide. Its largest operating units are Detroit Edison, an electric utility serving
2.1 million customers in Southeastern Michigan, and MichCon, a natural gas utility serving 1.2 million customers in
Michigan. Detroit Edison is the Company'’s principal operating subsidiary. Affiliates of the Company are engaged in
non-regulated businesses, including energy-related services and products.

General Information

DTE ENERGY CO

ONE ENERGY PLAZA

DETROIT, Mi 48226

Phone: 3132354000

Fax: -

Web: eMail: sholdersvcs@dteenergy.com
Email: www.bnymellon.com/shareowner/isd

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter 09/30/11

Next EPS Date 02/08/2012

Price and Volume information

Zacks Rank i ____ {i [DTE] 30-Day Closing Pr:icfs % s3.0
Yesterday's Close 5212

52 Week High 52.82

52 Week Low 43.22

Beta 0.65

20 Day Moving Average 1,151,856.63

Target Price Consensus 515 .

10-07-11 11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 443 4 Week -3.72
12 Week 11.01 12 Week 442
YTD 1500 YTD 15.41
Share Information Dividend Information
Shares Outstanding 16933 Dividend Yield 4.51%
(millions) Annual Dividend $2.35
m{l’i‘;ﬁgap"a“za“°” 8,825.43 Payout Ratio 0.63
Short Ratio 157 Change in Payout Ratio -0.01
Last Split Date N/A Last Dividend Payout / Amount 09/15/2011 / $0.59
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.87 Current (1=Strong Buy, 5=Strong Self) 2.90
Current Year EPS Consensus Estimate 3.60 30 Days Ago 2.67
Estimated Long-Term EPS Growth Rate 5.00 60 Days Ago 2.67
Next EPS Report Date 02/08/2012 90 Days Ago 2.67
Fundamental Ratlos

P/E EPS Growth Sales Growth
Current FY Estimate: 14.46 vs. Previous Year 11.46% vs. Previous Year 5.89%
Trailing 12 Months: 14.05 vs. Previous Quarter 64.62% vs. Previous Quarter: 11.69%
PEG Ratio 2.89

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=DTE 11/7/2011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.26
5.39
0.99

1.39
1.23
1.10

10.77
10.60
10.37

9.27
9.23
9.34

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

9.20
9.02
8.43

1.02
0.93
0.89

10.77
10.60
10.37

1.07
1.10
1.03

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11
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7.09
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EDISON INTL (nysE)
EIX 41.03 «0.27 {0.66%) Vol. 1,282,702 15:16 ET

Edison International is an international electric power generator, distributor and structured finance provider. Edison
International is one of the industry leaders in privatized, deregulated and incentive-regulated markets and power
generation. It is the parent company of Edison Mission Energy, Southern California Edison, Edison Capita, Edison
| Enterprises and Edison O&M Services. (Company Press Release)

ZACKS RANK: 3 - HOLD

General information

EDISON INTL

2244 WALNUT GROVE AVE STE 369 P O BOX
800

ROSEMEAD, CA 91770

Phone: (626) 302-2222

Fax: 626-302-2117

Web: http://www.edison.com

Email: invrel@sce.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 03/05/2012

Price and Volume Information

Zacks Rank éiﬁi i 8 [EIX]1 30-Day Closing Prices Z 42.0
Yesterday's Close 40.76 .
52 Week High 41.57
52 Week Low 32.64
Beta 0.66
20 Day Moving Average 2,342,882.75
Target Price Consensus 42.25
10-07-11 11-04-11
% Price Change % Price Change Relative to S&P 500
4 Week 8.00 4 Week -0.42
12 Week 1719 12 Week 10.23
YTD 560 YTD 5.97
Share Information Dividend Information
Shares Outstanding 325,81 Dividend Yield 3.14%
(millions) N Annual Dividend $1.28
mﬁ‘i‘j;sc)ap"a“za“°" 13,280.06 Payout Ratio 0.42
Short Ratio 1.47 Change in Payout Ratio 0.06
Last Split Date 06/22/1993 Last Dividend Payout / Amount 09/28/2011 / $0.32
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.45 Current (1=Strong Buy, 5=Strong Sell) 1.71
Current Year EPS Consensus Estimate 2.93 30 Days Ago 1.71
Estimated Long-Term EPS Growth Rate 5.00 60 Days Ago 1.86
‘ Next EPS Report Date 03/05/2012 90 Days Ago 213
| Fundamental Ratios
| PIE EPS Growth Sales Growth
Current FY Estimate: 13.90 vs. Previous Year -10.27% vs. Previous Year -10.61%
Trailing 12 Months: 13.36 vs. Previous Quarter 142.59% vs. Previous Quarter: 13.51%

PEG Ratio

Price Ratios

2.78

ROE

ROA

http://www.zacks.com/research/print.php?type=report&t=EIX
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.21
4.78
1.09

1.14
1.12
1.17

12.18
12.51
12.48

15.48
15.45
15.40

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre~-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

9.35
9.95
10.19

1.00
0.97
1.02

12.18
12.51
12.48

1.18
1.21
1.17

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11
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2.38

8.22
8.41
8.66

33.81
32.93
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52.43
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Page 2 of 2

11/7/2011



http://www

Zacks.com Page 1 of 2

ZACKS

YESTHERT SESEARCH
Proven Ratings, Researeh & Recommendations
Zacks.com Quotes and Research

GREAT PLAINS ENERGY INC (nysg) ZACKS RANK: 3 - HOLD
GXP  21.24 #0.10 (0.47%) Vol. 881,157 1547 ET

Great Plains Energy Incorporated engages in the generation, transmission, distribution and sale of electricity to
customers located in all or portions of numerous counties in western Missouri and eastern Kansas. Customers
include residences, commercial firms, and industrials, municipalities and other electric utilities.

General Information

GREAT PLAINS EN

1200 MAIN ST.

KANSAS CITY, MO 64106-2124
Phone: 8165562200

Fax: 816-556-2446

Web: http://www.greatplainsenergy.com
Email: eula.jones@kepl.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/23/2012

Price and Volume Information

Zacks Rank & CGXP1 30-Day Closing Prices

Yesterday's Close 21.14

52 Week High 21.33

52 Week Low 16.34

Beta 0.71

20 Day Moving Average  1,138,111.63

Target Price Consensus 21 -

10-07-11 T1-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 8.52 4 Week 0.06
12 Week 18.03 12 Week 11.02
YTD 9.03 YTD 9.41
Share Information Dividend Information
Shares Outstanding 135.95 Dividend Yield 3.93%
(millions) o Annual Dividend $0.83
mm so)ap“a"zam” 2,873.94 Payout Ratio 0.70
Short Ratio 4.44 Change in Payout Ratio -0.10
Last Split Date 06/01/1992 Last Dividend Payout / Amount 08/25/2011 / $0.21
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.02 Current (1=Strong Buy, 5=Strong Self) 225
Current Year EPS Consensus Estimate 1.26 30 Days Ago 2.00

| Estimated Long-Term EPS Growth Rate 6.50 60 Days Ago 1.86
i Next EPS Report Date 02/23/2012 90 Days Ago 1.75

Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 16.78 vs. Previous Year -5.21% vs. Previous Year 6.16%
Trailing 12 Months: 17.76 vs. Previous Quarter 193.55% vs. Previous Quarter: 36.91%
PEG Ratio 2.58

Price Ratios ROE ROA
Price/Book 0.96 09/30/11 5.76 09/30/11 1.88

http://www.zacks.com/research/print.php?type=report&t=GXP 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

5.09
1.25

0.44
0.42
0.39

10.66
10.89
12.47

3.19
3.10
2.91

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

5.99
6.75

0.30
0.28
0.23

10.66
10.89
12.47

0.92
0.99
0.98

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11
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7.67
8.65

21.95
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HAWAIIAN ELEC INDUSTRIES (nvsk) ZACKS RANK: 4 - SELL
HE 2584 «-0.84 (-3.15%) Vol. 614,907 1517 EY

Hawaiian Electric Industries, Inc. is a holding company with subsidiaries engaged in the electric utility, savings bank,
freight transportation, real estate development and other businesses, primarily in the State of Hawaii, and in the
pursuit of independent power projects in Asia and the Pacific.

General Information

HAWAIIAN ELEC

900 RICHARDS ST

\ HONOLULU, HI 96813
Phone: 8085435662

Fax: 808-543-7966

Web: http://www.hei.com

Email: skimura@hei.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/09/2012

Price and Volume Information

i ¥4 [HE] 30-Day Closing Prices

Zacks Rank ik
Yesterday's Close 26.68
52 Week High 26.79
52 Week Low 20.59
Beta 0.51
20 Day Moving Average  465,346.41
Target Price Consensus 24.9

% Price Change % Price Change Relative to S&P 500

4 Week 9.34 4 Week 0.81
12 Week 18.95 12 Week 11.88
YTD 17.07 YID 17.48

Share Information Dividend Information

Shlall'es Outstanding 95.88 Dividend Yield 4.65%

SI""'}'(”“S(): " Annual Dividend $1.24
arket Capitalization )

(millions) 2,558.02 Payout Ratio . 0.93

Short Ratio 5.75 Change in Payout Ratio -0.09

Last Split Date 06/14/2004 Last Dividend Payout / Amount 08/11/2011 / $031

EPS Information Consensus Recommendations
Gurrent Quarter EPS Consensus Estimate 0.38 Current (1=Strong Buy, 5=Strong Sell) 2.80
Current Year EPS Consensus Estimate 1.40 30 Days Ago 2.80
Estimated Long-Term EPS Growth Rate 8.60 60 Days Ago 2.80
Next EPS Report Date 02/09/2012 90 Days Ago 2.80
Fundamential Ratios
| PIE EPS Growth Sales Growth
‘ Gurrent FY Estimate: 19.03 vs. Previous Year 42.86% vs. Previous Year 27.62%
Trailing 12 Months: 19.91 vs. Previous Quarter 78.57% vs. Previous Quarter: 11.59%
PEG Ratio 2.22
Price Ratios ROE ROA
Price/Book 1.66 09/30/11 8.66 09/30/11 1.42

http://www.zacks.com/research/print.phptype=report&t=HE 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

9.15
0.83

0.94
0.93
0.93

6.62
6.25
6.72

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.68
7.88

0.94
0.93
0.93

6.62
6.25
6.72

0.87
0.95
0.96

06/30/11
03/31/11

Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capitai
09/30/11
06/30/11
03/31/11
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IDACORP INC (nvsE) ZACKS RANK: 2 - BUY
IDA 4043 NA  (N/A%) Vol. 106,455 1518 ET

Idacorp Inc. is an electric public utility company. The company is engaged in the generation, purchase, transmission,
distribution and sale of electric energy primarily in the areas including southern idaho, eastern Oregon and northern
Nevada. The company relies heavily on hydroelectric power for its generating needs and is one of the nation's few
investor-owned utilities with a predominantly hydro base. The company’s principal commercial and industrial
customers include lodges, condominiums, and ski lifts and related facilities.

General Information
IDACORP INC

1221 WEST IDAHO STREET
BOISE, ID 83702-5627
Phone: 2083882200

Fax: 208-388-6916
Web: www.idacorpinc.com

Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/22/2012

Price and Volume Information

Zacks Rank ™ ] CIDA] 30-Day Closing Pr:ices ; 42.0
Yesterday's Close 40.43

52 Week High 41.97

52 Week Low 33.88

Beta 0.44

20 Day Moving Average  300,403.66

Target Price Consensus 41

a7-11

% Price Change % Price Change Relative to S&P 500

4 Week 461 4 Week -3.56
12 Week 11.81 12 Week 5.17
YTD 933 YTD 9.71
Share Information Dividend Information
Shares Qutstanding 49.71 Dividend Yield 2.97%
(millions) Annual Dividend $1.20
raion g alization 2,009.86 Payout Ratio 0.49
Short Ratio 427 Change in Payout Ratio -0.03
Last Split Date N/A Last Dividend Payout / Amount 11/03/2011 / $0.30
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.46 Current (1=Strong Buy, 5=Strong Sel) 2.50
Current Year EPS Consensus Estimate 3.40 30 Days Ago 2.17
Estimated Long-Term EPS Growth Rate 4.70 60 Days Ago 2.33
Next EPS Report Date 02/22/2012 90 Days Ago 2.33
Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 11.89 vs. Previous Year -27.34% vs. Previous Year 0.09%
Trailing 12 Months: 16.57 vs. Previous Quarter 140.48% vs. Previous Quarter: 31.77%
PEG Ratio 2.55

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=IDA 11/7/2011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.21
7.50
1.95

1.22
0.96
1.02

13.47
14.95
15.36

7.46
7.74
8.23

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.67
8.95
10.35

0.84
0.68
0.78

13.47
14.95
15.36

0.90
0.95
0.96

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11
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INTEGRYS ENERGY GROUP INC vvsg) ZACKS RANK: 2 - BUY
TEG 5265  «-020  (-0.55%) Vol. 549,680 15:18 ET

Integrys Energy Group is a diversified holding company with regulated utility operations operating through six wholly
owned subsidiaries. These include the Wisconsin Public Service Corporation, The Peoples Gas Light and Coke
Company, North Shore Gas Company, Upper Peninsula Power Company, Michigan Gas Utilities Corporation, and
Minnesota Energy Resources Corporation; nonregulated operations serving the competitive energy markets through
its wholly owned nonregulated subsidiary, Integrys Energy Services; and also a 34% equity ownership interest in
American Transmission Company LLC (an electric transmission company operating in Wisconsin, Michigan,
Minnesota, and Mlinois).

General Information
INTEGRYS ENERGY

130 EAST RANDOLPH DRIVE
CHICAGO, IL. 60601

Phone: 800-699-1269

Fax: -

Web: www.integrysgroup.com
Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/22/2012

Price and Volume Information

¥ (TEG] 30-Day Closing Prices %

Zacks Rank Fi
Yesterday's Close 52.94
52 Week High 54.02
52 Week Low 42,76
Beta 0.85
20 Day Moving Average  585,687.00
Target Price Consensus 51.67

% Price Change % Price Change Relative to S&P 500

4 Week 9.34 4 Week 0.81
12 Week 1271 12 Week 6.02
YTD 9.13 YTD 9.52

Share Information Dividend Information

Shares Outstanding 7g.09 Dividend Yield 514%
(millions) o Annual Dividend $2.72
eiong atizaton 4,144.57 Payout Ratio 0.85
Short Ratio 5.87 Change in Payout Ratio -0.06
Last Split Date N/A Last Dividend Payout/ Amount  08/29/2011/ $0.68

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 1.05 Current (1=Strong Buy, 5=Strong Sell) 2.57
Current Year EPS Consensus Estimate 3.37 30 Days Ago 2.57
Estimated Long-Term EPS Growth Rate 4.50 60 Days Ago 2.71
Next EPS Report Date 02/22/2012 90 Days Ago 2.71

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 15.73 vs. Previous Year 22.86% vs. Previous Year -5.93%
Trailing 12 Months: 16.54 vs. Previous Quarter 13.16% vs. Previous Quarter: -7.13%
PEG Ratio 3.50

http://www.zacks.com/research/print.php?type=report&t=TEG 11/7/2011
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Price Ratios
Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.40
8.06
0.85

1.32
1.41
1.36

8.83
8.1
9.47

19.87
19.71
19.57

ROE
09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.55
8.39
8.62

1.06
1.28
1.29

8.83
8.1
9.47

0.70
0.71
0.72

ROA

09/30/11

06/30/11

03/31/11
Operating Margin
09/30/11

06/30/11

03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=TEG

2,65
2.57
2.63

5.21
5.01
5.11

37.90
38.09
38.47

40.81
41.27
41.46
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ITC HLDGS CORP (nvsg) ZACKS RANK: 3 - HOLD

ITC 74.85 »-0.33 (-0.44%}) Vol. 135,111 15:18 ET

ITC Holdings Corp. is in the business of electricity transmission infrastructure improvements as a means to improve
| electric reliability, reduce congestion and lower the overall cost of delivered energy. Through ITC operating
| subsidiaries, ITCTransmission and METC, we are the only publicly traded company engaged exclusively in the
| transmission of electricity in the United States. We are also the largest independent electric transmission company
i and the eighth largest electric transmission company in the country based on transmission load served. Its business
strategy is to operate, maintain and invest in our transmission infrastructure in order to enhance system integrity and
; reliability and to reduce transmission constraints. By pursuing this strategy, we seek to reduce the overali cost of
| delivered energy for end-use consumers by providing them with access to electricity from the lowest cost electricity
‘ generation sources.

General Information

ITC HOLDINGS CP

27175 ENERGY WAY

NOVI, M1 48377

Phone: 248-946-3000

Fax: -

Web: http://www.itc-holdings.com
Email: None

Industry UTIL-ELEC PWR
Sector: Utilities
Fiscal Year End December
Last Completed Quarter = 09/30/11
Next EPS Date 02/21/2012

Price and Volume Information

Zacks Rank i ¥4 CITCY 30-Day Closing Prices §
Yesterday's Close 75.18
52 Week High 78.89
52 Week Low 59.77
Beta 0.64
20 Day Moving Average  473,241.66
Target Price Consensus 80.83
10-07-11 11-04-11
% Price Change % Price Change Relative to S&P 500 )
4 Week 6.71 4 Week -1.61
12 Week 6.25 12 Week -0.06
YTD 2130 YTD 21.72
| Share Information Dividend Information
| Shares Outstanding Dividend Yield 1.88%
(millions) 51.30 A .
o nnual Dividend $1.41
e hon P talization 3,856.43 Payout Ratio 0.44
Short Ratio g.93 Change in Payout Ratio -0.16
Last Split Date N/A Last Dividend Payout/ Amount  08/30/2011/ $0.35
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.84 Current (1=Strong Buy, 5=Strong Sell) 1.75
; Current Year EPS Consensus Estimate 3.33 30 Days Ago 1.50
i Estimated Long-Term EPS Growth Rate 16.50 60 Days Ago 1.29
| Next EPS Report Date 02/21/2012 90 Days Ago 1.50
|
| Fundamental Ratios
‘ P/E EPS Growth Sales Growth
Current FY Estimate: 22.60 vs. Previous Year 13.33% vs. Previous Year 7.46%

http://www.zacks.com/research/print.php ?type=report&t=ITC 11/7/2011
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Trailing 12 Months:
PEG Ratio

Price Ratios
Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

23.49
1.37

3.20
16.37
5.18

0.99
1.02
1.17

34.37
34.22
33.71

3.26
3.13
3.13

vs. Previous Quarter

ROE
09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

2.41%

14.21
14.08
13.90

0.80
0.85
0.94

34.37
34.22
33.71

2.14
2.16
2.18

vs. Previous Quarter:

ROA
09/30/11
06/30/11
03/31/11

Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=ITC

3.35%

3.71
3.67
3.59

22.26
21.89
21.47

23.51
23.32
22.75

68.12
68.31
68.52
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PEPCO HOLDINGS INC sk ZACKS RANK: 3 - HOLD

POM 19.51 »-0.07 {-0.36%) Vol. 868,037 15:20 ET

Pepco Holdings, Inc. is an energy holding company. Pepco has been providing reliable electric service for more than
one hundred years. Today, they deliver electricity to homes and businesses in the District of Columbia and its
Maryland suburbs.

General Information

PEPCO HLDGS

SUITE 1300 701 NINTH STREET NW
WASHINGTON, DC 20068

Phone: 202-872-2000

Fax: 202-331-6750

Web: hitp://www.pepcoholdings.com
Email: investor@pepcoholdings.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/24/2012

Price and Volume Information

Zacks Rank & _ B} [POH1 30-Day Closing Prices ;
Yesterday's Close 19.58
52 Week High 20.36
52 Week Low 16.57
Beta 0.52
20 Day Moving Average  1,743,203.63
Target Price Consensus 19.5
10-07-11

% Price Change % Price Change Relative to S&P 500

4 Week 499 4 Week -3.20
12 Week 7.88 12 Week 1.47
YTD 728 YTD 7.67
Share Information Dividend information
Shares Outstanding Dividend Yield 5.52%
(millions) o 22640 Annual Dividend $1.08
oo & P Halization 4,432.83 Payout Ratio 0.84
Short Ratio 4.47 Change in Payout Ratio 0.03
Last Split Date N/A Last Dividend Payout / Amount 09/08/2011 / $0.27
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.16 Current (1=Strong Buy, 5=Strong Sell) 2.80
Current Year EPS Consensus Estimate 1.24 30 Days Ago 2.80
Estimated Long-Term EPS Growth Rate 4.00 60 Days Ago 2.78
Next EPS Report Date 02/24/2012 90 Days Ago 2.78
Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 15.80 vs. Previous Year -32.69% vs. Previous Year -20.51%
Trailing 12 Months: 15.18 vs. Previous Quarter -16.67% vs. Previous Quarter: 16.61%
PEG Ratio 3.95

Price Ratios ROE ROA
Price/Book 1.02 09/30/11 6.83 09/30/11 2.04

http://www.zacks.com/research/print.php?type=report&t=POM 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.57
0.71

0.96
0.96
0.89

5.69
3.52
2.82

37.01
40.27
42.28

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.73
7.32

0.87
0.87
0.82

5.69
3.52
2.82

0.96
0.97
0.95

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=POM

2.30
211

4.72
4.96
4.52

19.25
19.12
18.93

49.06
49.35
48.73
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PG&E CORP (NYSE) ZACKS RANK: 3 - HOLD
PCG 4018 »-0.67 {-1.64%) Vol. 2,913,573 15:21 ET

PG&E Corporation is an energy-based holding company. Pacific Gas and Electric Company, the company's primary

subsidiary, is an operating public utility engaged principally in the business of providing electricity and natural gas
distribution and transmission services throughout most of Northern and Central California.

General Information

PG&E CORP

ONE MARKET SPEAR TOWER SUITE 2400
SAN FRANCISCO, CA 94105

Phone: 4152677000

Fax: 415-267-7268

Web: http://www.pgecorp.com

Email: invrel@pge-corp.com

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/16/2012

Price and Volume information

2

Zacks Rank Fi g
Yesterday's Close 40.86
52 Week High 48.63
52 Week Low 37.57

Beta 0.30
20 Day Moving Average  3,231,359.50
Target Price Consensus 44.65

% Price Change

4 Week -4.91
12 Week 2.51
YTD -14.59
Share Information
Shares Outstanding
(millions) 402.24
Market Capitalization
(millions) 16,435.73
Short Ratio 1.49
Last Spiit Date N/A
EPS Information
Current Quarter EPS Consensus Estimate 0.83
Current Year EPS Consensus Estimate 3.52
Estimated Long-Term EPS Growth Rate 5.00
Next EPS Report Date 02/16/2012

Fundamental Ratios
P/E EPS Growth
Current FY Estimate: 11.60 vs. Previous Year

Traiting 12 Months:

PEG Ratio 2.32
Price Ratios ROE
Price/Book 1.35 09/30/11

12.09 vs. Previous Quarter

% [PCG] 30-Day Closing Prices ;

11-04-11

% Price Change Relative to S&P 500
4 Week

12 Week

YTD

Dividend Information
Dividend Yield

Annual Dividend

Payout Ratio

Change in Payout Ratio

Last Dividend Payout / Amount

Consensus Recommendations
Current (1=Strong Buy, 5=Strong Sell)
30 Days Ago
60 Days Ago
90 Days Ago

Sales Growth
5.88% vs. Previous Year
5.88% vs. Previous Quarter:

ROA
11.49 09/30/11

http://www.zacks.com/research/print.php?type=report&t=PCG

-12.33
-3.58
-14.29

4.45%
$1.82
0.54
0.00

09/29/2011 / $0.46

1.87
1.87
1.94
1.94

9.88%
4.78%

2.91
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| Price/Cash Flow
| Price / Sales

09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11

| Current Ratio
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

4.59
1.1

0.86
0.87
0.70

9.77
10.81
11.03

29.68
29.41
28.91

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

11.40
11.13

0.80
0.82
0.67

9.77
10.81
11.03

1.33
0.97
0.91

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=PCG

2.87
2.79

9.23
9.19
9.09

30.36
30.26
29.44

57.05
49.26
47.64
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PORTLAND GEN ELEC CO (nvsg)
POR 25.03 0,11 (-0.44%)

ZACKS RANK: 3 - HOLD

Vol. 420,406 15:22 ET

Portland General Electric, headquartered in Portland, Ore., is a vertically integrated electric utility that serves
residential, commercial and industrial customers in Oregon. The company has more than a century of experience in
power delivery. PGE generates power from a diverse mix of resources, including hydropower, coal and natural gas.
PGE also participates in the wholesale market by purchasing and selling electricity and natural gas to utilities and

energy marketers.

General Information
PORTLAND GEN EL

121 SW SALMON ST 1WTC0501
PORTLAND, OR 97204

Phone: 5034647779

Fax: -

Web: www.portlandgeneral.com
Email: investors@pgn.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/24/2012

Price and Volume Information

Zacks Rank i
Yesterday's Close 25.14
52 Week High 26.05
52 Week Low 20.71
Beta 0.66
20 Day Moving Average  774,833.63
Target Price Consensus 26.13

% Price Change
4 Week

12 Week

YTD

Share Information

Shares Outstanding
(millions)

Market Capitalization
{millions)

Short Ratio
Last Split Date

EPS Information

Current Quarter EPS Consensus Estimate
Current Year EPS Consensus Estimate
Estimated Long-Term EPS Growth Rate
Next EPS Report Date

P/E EPS Growth
12.54 vs. Previous Year
13.16 vs. Previous Quarter

Current FY Estimate:
Trailing 12 Months:
PEG Ratio 2.51

‘ Fundamental Ratios
Price Ratios ROE

»

]

CPOR] 30-Day Closing Prices % 25.5

% Price Change Relative to S&P 500

8.27 4 Week
9.26 12 Week
15.85 YTD

Dividend Information
75.34 Dividend Yield
Annual Dividend
1,894.07 Payout Ratio
3.08 Change in Payout Ratio
N/A Last Dividend Payout / Amount

Consensus Recommendations
0.39 Current (1=Strong Buy, 5=Strong Sell)
2.01 30 Days Ago
5.00 60 Days Ago

02/24/2012 90 Days Ago

Sales Growth
-44.62% vs. Previous Year
24.14% vs. Previous Quarter:

ROA

|
|
| http://www.zacks.com/research/print.php type=report&t=POR
|

-0.18
2.77
16.26

4.22%
$1.06
0.55
-0.02

09/22/2011 / $0.26

2.67
2.44
2.44
2.67

-5.39%

6.81%

117772011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventery Turnover
09/30/11
06/30/11
03/31/11

1.15
5.21
1.06

1.54
1.54

12.51
12.54

16.83
16.90

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.77
10.19
10.46

1.39
1.42

12.51
12.54

1.09
1.08

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=POR

2.60
2.98
3.03

7.99
9.10
9.19

21.88
21.84

52.18
52.22

Page 2 of 2
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PPL CORP (vsg) ZACKS RANK: 3 - HOLD

PPL 29.75 «0.08 {0.27%) Vol. 1,703,780 15:22 ET

PPL Corporation is an energy and utility holding company. PPL controls more than 12,000 megawatts of generating
capacity in the United States, sells energy in key U.S. markets and delivers electricity to customers in Pennsylvania
and the United Kingdom.

General Information

PPL CORP

TWO N NINTH ST ~
ALLENTOWN, PA 18101-1179
Phone: 610-774-5151

Fax: 610-774-5106

Web: http://www.pplresources.com
Email: invserv@pplweb.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/10/2012

Price and Volume Information

Zacks Rank & r_ LPPL3 30-Day Closing Prices 1 — 30,5
Yesterday's Close 29.67
52 Week High 30.27
52 Week Low 24.10
Beta 0.44
20 Day Moving Average - 3,650,914.75
Target Price Consensus 30.4

10-07-11 11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 559 4 Week -2.65
12 Week 14.11 12 Week 7.34
YTD 12.73 YID 13.13
Share information Dividend Information
Shares Outstanding 577.75 Dividend Yield 4.72%
(millions) o Annual Dividend $1.40
m‘i‘gga""a"zm'°” 17,141.81 Payout Ratio 0.48
Short Ratio 370 Change in Payout Ratio -0.08

08/25/2005 Last Dividend Payout/ Amount  09/07/2011 / $0.35

Last Split Date

EPS Information

Consensus Becommendations

Current Quarter EPS Consensus Estimate 0.62 Current (1=Strong Buy, 5=Strong Sell) 2.08
Current Year EPS Consensus Estimate 2.61 30 Days Ago 2.08
Estimated Long-Term EPS Growth Rate 12.20 60 Days Ago 2.18
Next EPS Report Date 02/10/2012 90 Days Ago 2.25
j Fundamental Ratios
1 P/E EPS Growth Sales Growth
| Current FY Estimate: 11.37 vs. Previous Year 2.70% vs. Previous Year 43.18%
| Trailing 12 Months: 10.27 vs. Previous Quarter 68.89% vs. Previous Quarter: 25.35%
PEG Ratio 0.93
Price Ratios ROE ROA
Price/Book 1.54 09/30/11 15.27 09/30/11 4.08

http://www.zacks.com/research/print.php?type=report&t=PPL
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Price/Cash. Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.71
1.65

0.13
1.17
117

18.59
17.96
17.64

9.32
9.67
9.99

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

15.45
16.50

1.03
1.05

18.59
17.96
17.64

1.61
1.39

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=PPL

4.28
4.76

14.46
15.056
16.63

19.24
18.92
18.16

61.62
58.19
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TECO ENERGY INC (nvsg) ZACKS RANK: 3 - HOLD

TE 1.1 #0160 (0.53%)

Vol. 1,086,369

15:23 ET

TECO Energy, Inc. is a diversified, energy-related holding company. Its principal businesses are Tampa Electric,
Peoples Gas, Florida's largest natural gas distributor; TECO Power Services, an independent power company;

TECO Transport, a river and ocean transportation company; TECO Coal, producer of coal and synthetic fuel; and
TECO Solutions, an energy services/engineering company. (Company Press Release)

General Information
TECO ENERGY
702 N FRANKLIN ST
TAMPA, FL 33602
Phone: 8132284111
Fax: 813-228-1670 .
Web: http://www .tecoenergy.com
Email: investorrelations@tecoenergy.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/10/2012

Price and Volume Information

Zacks Rank & B} CTE] 30-Day Closing Prices ] 19.5
Yesterday's Close 19.01
52 Week High 19.66
52 Week Low 15.82
Beta 0.82
20 Day Moving Average 2,160,514.75
Target Price Consensus 18.82

10-07-11

11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 11.23 4 Week 2.56
12 Week 1242 12 Week 5.74
YTD 6.80 YTD 717
Share Information Dividend Information
Sh.ares Outstanding 215.72 Dividend Yield 4.52%
(millions) Annual Dividend $0.86
?’r':}l’,'j;‘] ga""a"za‘”" 4,100.90 Payout Ratio 0.69
Short Ratio 261 Change in Payout Ratio -0.06
Last Split Date 08/31/1993 Last Dividend Payout/ Amount  08/11/2011 / $0.22
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.29 Current (1=Strong Buy, 5=Strong Seli) 2.69
Current Year EPS Consensus Estimate 1.31 30 Days Ago 2.81
Estimated Long-Term EPS Growth Rate 4.70 60 Days Ago 2.81
Next EPS Report Date 02/10/2012 90 Days Ago 2.81
Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 14.50 vs. Previous Year 23.53% vs. Previous Year 1.06%
Trailing 12 Months: 15.21 vs. Previous Quarter 16.67% vs. Previous Quarter: 2.90%
PEG Ratio 3.1

Price Ratios ROE ROA
Price/Book 1.81 09/30/11 12.15 09/30/11 3.74

http://www.zacks.com/research/print.php?type=report&t=TE

11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.94
1.22

0.83
0.90
0.98

12.89
12.19
11.85

9.45
9.29
9.27

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

11.56
11.77

0.63
0.61
0.64

12.89
1219
11.85

1.19
1.33
1.41

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=TE

3.50
3.49

7.97
7.51
7.54

10.49
10.31
10.17

54.32
57.09
58.42
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WESTAR ENERGY INC (nvsg) ZACKS RANK: 3 - HOLD

WR 27.29 « (.02 {0.07%) Vol. 1,371,210 15:24 ET

Westar Energy is a consumer services company with interests in monitored services and energy. Westar Energy
provides electric utility services to customers in Kansas. Westar Energy's goal is to operate the best utility in the
Midwest. They will provide their customers quality service at below average prices. Westar Energy Generation and
Marketing will be a preferred energy provider, both inside and outside their service territory.

General Information
WESTAR ENERGY

818 KANSAS AVE

TOPEKA, KS 66601

Phone: 7855756300

Fax: 785-575-6596

Web: http://www.westarenergy.com
Email: ir@westarenergy.com

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/23/2012

Price and Volume Information

[WR]1 30-Day Closing Prices E

Zacks Rank i B - ot 278
Yesterday's Close 27.27 )
52 Week High 27.98
52 Week Low 22.63
Beta 0.59
20 Day Moving Average 1,164,479.38
Target Price Consensus 28.58 .
10-07-11
% Price Change % Price Change Relative to S&P 500
4 Week 3.30 4 Week -4.76
12 Week 11.03 12 Week 4.44
YTD 839 YTD 8.77
Share Information Dividend Information
Shares OQutstanding 115.g7 Dividend Yield 4.69%
(milions) Annual Dividend $1.28
m[“;;‘]s‘)’ap'ta"za“°" 3,158.22 Payout Ratio 0.99
Short Ratio 7.76 Change in Payout Ratio 0.22
Last Spiit Date N/A Last Dividend Payout / Amount 09/07/2011 / $0.32
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.11 Current (1=Strong Buy, 5=Strong Sell) 2.00
Current Year EPS Consensus Estimate 1.77 30 Days Ago 2.00
Estimated Long-Term EPS Growth Rate 6.10 60 Days Ago 2.00
Next EPS Report Date 02/23/2012 90 Days Ago 2.00
Fundamental Ratios
P/E EPS Growth Sales Growth
Current FY Estimate: 15.41 vs. Previous Year -3.92% vs. Previous Year 5.23%
Trailing 12 Months: 21.14 vs. Previous Quarter -% vs. Previous Quarter: 29.20%
PEG Ratio 2.53
Price Ratios ROE ROA
Price/Book 1.22 09/30/11 7.92 09/30/11 2.37

http://www.zacks.com/research/print.php ?type=report&t=WR 11/7/2011
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Zacks.com

Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.25
1.47

0.68
0.68
0.67

14.69
13.48
14.18

5.46
5.40
5.38

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.10
8.63

0.45
0.45
0.41

14.69
13.48
14.18

1.06
112
1.14

06/30/11
03/31/11

Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=WR

24
2.57

9.12
9.28
9.86

2242
21.72
21.26

51.16
52.57
53.15
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WISCONSIN ENERGY CORP (nvsg) ZACKS RANK: 2- BUY
WEC 3282 <010  (0.31%) Vol. 748,059 15:24 ET

Wisconsin Energy Corp. is a holding company with subsidiaries in utility and non-utility businesses. The company
serves electric and natural gas customers in Wisconsin and Michigan's Upper Peninsula through its primary utility
subsidiaries Wisconsin Electric, Wisconsin Gas and Edison Sault Electric. lts non-utility subsidiaries include energy
services and development, pump manufacturing, waste-to-energy, and real estate businesses. (Company Press
Release)

General Information

WISC ENERGY CP

231 W MICHIGAN ST .P O BOX 1331
MILWAUKEE, WI 53201

Phone: 414-221-2345

Fax: -

Web: http://www.wisconsinenergy.com

Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/07/2012

Price and Volume Information

Zacks Rank ‘f_h _ [HEC] 30-Day Closing Prlices i 34.0
Yesterday's Close 32.72 : 35.5

52 Week High 33.63 " 35,0

52 Week Low 27.00

Beta 0.33

20 Day Moving Average  1,658,206.38

Target Price Consensus 34.44

o-07-11 11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 3.91 4 Week -4.20
12 Week 10.09 12 Week 3.56
YTD 11.18 YTD 11.57
Share Information Dividend Information
Sh.a(es Outstanding 233.74 Dividend Yield 3.18%
(milfions) Annual Dividend $1.04
mm ga”“a"zam” 7,647.97 Payout Ratio 0.47
Short Ratio 3.4¢ Change in Payout Ratio 0.05
Last Split Date 03/02/2011 Last Dividend Payout/ Amount  08/10/2011/ $0.26
EPS Information Consensits Recommendations
Current Quarter EPS Consensus Estimate 0.50 Current (1=Strong Buy, 5=Strong Sell) 2.14
Current Year EPS Consensus Estimate 2.15 30 Days Ago 2.14
Estimated Long-Term EPS Growth Rate 7.50 60 Days Ago 2.14
Next EPS Report Date 02/07/2012 90 Days Ago 2.33
Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 15.22 vs. Previous Year 15.79% vs. Previous Year 8.18%
Trailing 12 Months: 14.81 vs. Previous Quarter 34.15% vs. Previous Quarter: 6.16%
PEG Ratio 2.03

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=WEC
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.94
13.34
1.71

1.04
1.02
1.09

17.92
17.69
17.84

9.24
8.90
8.49

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

13.45
13.18
13.14

0.70
0.73
0.88

17.92
17.69
17.84

1.17
1.10
1.1

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=WEC

3.99
3.80
3.84

11.75
11.56
11.59

16.86
16.89
16.70

53.77
52.15
52.44
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago

(11/02/11) (8/03/11) (11/03/10)

(11/62/11) (8/03/11) (11/03/10)

TAXABLE
Market Rates

Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.62 1.82 1.23
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.34 2.43 1.51
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.10 2.36 1.27
30-day CP (A1/P1) 0.51 0.28 0.23 FNMA ARM 243 2.49 2.81
3-month LIBOR 0.43 0.27 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 4.15 4.09 3.99
6-month 0.17 0.26 0.32 Industrial (25/30-year) A 4.18 4.93 5.28
1-year 0.21 0.44 0.53 Utility (25/30-year) A 4.12 4.87 5.35
5-year 1.14 1.62 1.57 Utility (25/30-year) Baa/BBB ~ 4.76 5.43 5.79
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.01 0.12 Canada 217 2.67 2.87
6-month 0.04 0.08 0.15 Germany 1.83 2.40 2.42
T-year 0.10 0.14 0.20 Japan 1.00 1.02 0.95
5-year 0.88 1.26 .1 United Kingdom 2.29 2.74 3.15
10-year 1.99 2.62 257 Preferred Stocks
10-year (inflation-protected) -0.10 0.28 0.42 Utility A 5.82 6.05 5.77
30-year 3.01 3.90 4.04 Financial A 6.57 6.33 6.48
30-year Zero 3.22 4.27 4.43 Financial Adjustable A 5.50 5.50 5.50
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.12 4.47 3.96
25-Bond Index (Revs) 5.10 5.62 4.67
5.00% —| General Obligation Bonds (GOs)
1-year Aaa 0.24 0.21 0.32
4.00% - 1-year A 1.05 0.96 113
5-year Aaa 1.28 1.20 1.31
. 5-year A 2.35 2.18 2.26
8.00% 1 10-year Aaa 2.57 2.87 2.71
/ 10-year A 3.56 4.18 3.86
2.00% 25/30-year Aaa 4.03 4.28 4.23
/ 25/30-year A 5.37 5.77 5.41
LA —Coment b e
0.00% === £ Electric AA 490 5.16 4.65
3Mose 1Yeazrs 8 10 30 Housing AA 5.59 5.80 5.50
Hospital AA 4.94 5.08 4.84
Toll Road Aaa 4.55 4.90 4.64

Federal Reserve Data

Mortgage-Backed Securities

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

10/19/11 10/5/11 Change

Excess Reserves 1571895 1541640 30255

Borrowed Reserves 11317 11429 -12

Net Free/Borrowed Reserves 1560578 1530211 30367
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

10/17/11 10/10/11 Change
M1 (Currency+demand deposits) 2150.9 2157.9 -7.0
M2 (M1+savings+small time deposits) 9628.7 9622.4 6.3

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
1573995 1556283 1339026

11732 13270 23713
1562263 1543014 1315313

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
40.8% 30.1% 21.0%
16.0% 15.7% 10.2%

©2011, Value Line Publishing LLC. Alf rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind, THE PUBLISHER .
IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal ise. No part of it may be reproduced, [N (R EU BBk KRR

resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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Selected Yields

3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(10/26/11) (7/27/11) (10/27/10) (10/26/11) (7/27/11) (10/27/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.76 2.04 1.22
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.39 2.68 1.69
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.19 2,58 1.53
30-day CP (A1/P1) 0.49 0.22 0.23 FNMA ARM 2.47 2.51 2.86
3-month LIBOR 0.42 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 4.41 4.42 4.22
6-month 0.17 0.26 0.32 Industrial (25/30-year) A 4.49 5.30 5.28
1-year 0.21 0.44 0.54 Utility (25/30-year) A 4.41 5.28 5.31
5-year 1.14 1.62 1.61 Utility (25/30-year) Baa/BBB 5.05 5.82 5.86
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.08 0.13 Canada 2.38 2.88 2.89
6-month 0.06 0.12 0.17 Germany 2.04 2,65 2.57
1-year o1 0.20 0.22 Japan 1.00 1.09 0.96
5-year 1.06 1.52 1.31 United Kingdom 2.47 298 3.15
10-year 2.20 2.98 2.72 Preferred Stocks
10-year (inflation-protected) 0.12 0.46 0.56 Utility A 5.21 5.14 5.79
30-year 3.22 4.29 4.06 Financial A 6.49 6.07 6.05
30-year Zero 3.43 4.69 4.40 Financial Adjustable A 5.50 5.50 5.50
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.08 4.46 3.84
25-Bond Index (Revs) 5.07 5.32 4.60
5.00% General Obligation Bonds (GOs)
1-year Aaa 0.29 0.21 0.34
4.00% 1-year A 1.00 1.01 1.13
5-year Aaa 1.4 1.27 1.28
. / 5-year A 2.42 227 2.24
] / 10-year Aaa 2.69 2.92 2.64
10-year A 3.60 4,23 3.77
2.00% ~ 25/30-year Aaa 4,10 4,34 4.21
25/30-year A 5.42 5.83 541
1.00% / —— Current Revenue Bonds (Revs) (25/30-Year)
_ Education AA 4,56 4.87 4.63
_,_,’—%/ Year-Ago X
0.00% Electric AA 4.94 5.19 4.65
8 61235 10 30 Housing AA 5.66 5.84 5.52
Mos.  Years .
Hospital AA 4.97 5.12 4.80
Toll Road Aaa 4.57 4.92 4.62
Federal Reserve Data
BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels Average Levels Over the Last...
10/19/11 10/5/11 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 1572296 1541887 30409 1574153 1556363 1339067
Borrowed Reserves 11317 11429 -1n2 11732 13270 23713
Net Free/Borrowed Reserves 1560979 1530458 30521 1562421 1543093 1315354
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

10/10/11 10/3/11 Change
M1 (Currency+demand deposits) 21524 2192.5 -40.1
M2 (M1+savings+small time deposits) 9621.4 9604.8 16.6

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
41.1% 30.9% 20.1%
17.3% 15.8% 10.2%

©2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind, THE PUBLISHER .
1S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part of it may be reproduced, IIVEINEING1 R B L UG KL R IR
resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago

(10/19/11) (7/20/11) (10/20/10)

(10/19/11) (7/20/11) (10/20/10)

TAXABLE
Market Rates

Discount Rate 0.75 0.75 0.75
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25
Prime Rate 3.25 3.25 3.25
30-day CP (A1/P1) 0.44 0.21 0.23
3-month LIBOR 0.41 0.25 0.29
Bank CDs
6-month 0.17 0.26 0.32
1-year 0.21 0.45 0.54
5-year 1.14 1.62 1.61
U.S. Treasury Securities
3-month 0.02 0.02 0.13
6-month 0.05 0.07 0.17
1-year 0.1 0.16 0.21
5-year 1.04 1.47 1.10
10-year 2,16 2.93 2.48
10-year {inflation-protected) 0.20 0.54 0.42
30-year 3.18 4.25 3.89
30-year Zero 3.38 4.65 4.25
Treasury Security Yield Curve
6.00%
5.00% —
4.00% —
3.00% /
2.00% -
1.00% / === Current
’4’// ™ Year-Ago
0.00%
361235 10 30
Mos.  Years

Mortgage-Backed Securities

GNMA 5.5% 1.84 2.06 1.29
FHLMC 5.5% (Gold) 2.36 2.64 1.68
FNMA 5.5% 217 2.55 1.52
FNMA ARM 2.47 2.51 2.86
Corporate Bonds
Financial (10-year) A 4.33 4.45 4.09
Industrial (25/30-year) A 4.53 5.32 5.14
Utility (25/30-year) A 4.40 5.27 5.22
Utility (25/30-year) Baa/BBB = 4.92 5.78 5.72
Foreign Bonds (10-Year)
Canada 2.33 295 2.75
Germany 2.06 2.77 2.44
Japan 1.02 1.09 0.90
United Kingdom 2.47 3.07 2,99
Preferred Stocks
Utility A 5.25 5.12 5.79
Financial A 6.69 6.07 6.59
Financial Adjustable A 5.49 5.49 5.49
TAX-EXEMPT
Bond Buyer Indexes
20-Bond Index (GOs) 4.17 4.51 3.82
25-Bond Index (Revs) 5.06 5.30 4.57
General Obligation Bonds (GOs)
1-year Aaa 0.25 0.20 0.33
1-year A 1.08 1.04 .1
5-year Aaa 1.39 1.27 1.25
5-year A 2.40 2.34 2.22
10-year Aaa 2.69 2.9 2.56
10-year A 3.67 4.24 3.66
25/30-year Aaa 4.09 4.34 417
25/30-year A 5.45 5.85 5.41
Revenue Bonds (Revs) (25/30-Year)
Education AA 4.56 4.87 4.63
Electric AA 4.94 5.19 4.65
Housing AA 5.64 5.80 5.53
Hospital AA 4.97 5.12 4.82
Toll Road Aaa 4.57 4.92 4.62

Federal Reserve Data

BANK RESERVES
{Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

Average Levels Over the Last...

10/5/11 9/21/11 Change 12 Wks. 26 Wks. 52 Wks.
1541886 . 1548766 -6880 1583023 1546301 1316519
Borrowed Reserves 11429 11614 -185 11920 13833 25141
Net Free/Borrowed Reserves 1530457 1537152 -6695 1571103 1532469 1291378

|
|
|
Excess Reserves

MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)

| Recent Levels

Ann'l Growth Rates Over the Last...

10/3/11 9/26/11 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 2182.8 2134.4 48.4 43.1% 31.8% 22.6%
M2 (M1+savings+small time deposits) 9617.9 9601.7 16.2 16.8% 15.8% 10.3%

©2011, Value Line Publishing LLC. All rights reserved, Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind, THE PUBLISHER
IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication is strictly for subscriber's own, non-commercial, internal use, No part of it may be reproduced,
resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.
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Selected Yields

3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(10/12/11) (7/13/11) (10/13/10) (10/12/11) (7/13/11) (10/13/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.89 2.1 1.27
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.32 2,66 1.74
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 217 2.56 1.58
30-day CP (A1/P1) 0.38 0.23 0.24 FNMA ARM 2.47 2.51 2.86
3-month LIBOR 0.40 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 4.37 4.37 3.96
6-month 0.17 0.26 0.32 industrial (25/30-year) A 4.59 5.26 5.01
1-year 0.21 0.44 0.56 Utility (25/30-year) A 4.53 5.20 5.02
5-year 1.14 1.61 1.66 Utility (25/30-year) Baa/BBB ~ 4.99 5.75 5.56
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.02 0.03 0.12 Canada 2.35 2.93 2.73
6-month 0.04 0.05 0.16 Germany 2.19 2.75 2.28
1-year 0.08 0.15 0.20 Japan 1.00 1.1 0.88
5-year 1.15 1.44 112 United Kingdom 2.64 3.12 2.88
10-year 221 2.88 2.42 Preferred Stocks
10-year (inflation-protected) 0.23 0.52 0.36 Utility A 5.57 5.22 5.76
30-year 3.20 417 3.82 Financial A 6.81 6.03 6.38
30-year Zero 3.39 4.55 4.16 Financial Adjustable A 5.49 5.49 5.49
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.14 4.65 3.84
25-Bond Index (Revs) 5.04 5.36 4.58
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.26 0.20 0.34
4.00% 1-year A 1.1 1.04 1.14
5-year Aaa 1.41 1.32 1.28

5-year A 2.43 2.40 222
] / 10-year Aaa 2.63 2.90 2.58
10-year A 3.75 4.20 3.71
2.00% ~ 25/30-year Aaa 412 4.34 415
25/30-year A 5.50 5.85 5.40

1.00% / — Current Revenue Bonds (Revs) (25/30-Year)
L1 _ Education AA 4.59 4.87 4.61
|4 Year-Ago .
0.00% ———k=== Electric AA 4,97 5.19 4.63
851,285 10 30 Housing AA 5.63 5.84 5.50
) Hospital AA 5.00 5.13 4.81
Toll Road Aaa 4.60 4,93 4.60

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

Recent Levels Average Levels Over the Last...
10/5/11 9/21/11 Change 12 Wks. 26 Wks. 52 Wks.
i Excess Reserves 1541919 1548799 -6880 1583036 1546308 1316523
| Borrowed Reserves 11429 11614 -185 11920 13833 25141
Net Free/Borrowed Reserves 1530490 1537185 -6695 1571116 1532476 129138t
MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels Ann’l Growth Rates Over the Last...
9/26/11 9/19/11 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 2136.9 2105.7 31.2 44.4% 26.2% 20.6%
M2 (M1+savings+small time deposits) 9603.6 9569.8 33.8 20.6% 16.1% 10.1%
©2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind. THE PUBLISHER .
; IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication is strictly for subscriber's own, non-commercial, internal use, No part of it may be reproduced,




OCTOBER 14, 2011 VALUE LINE SELECTION & OPINION PAGE 1969
Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago

(10/05/11) (7/06/11) (10/06/10)

(10/05/11) (7/06/11) (10/06/10)

TAXABLE
Market Rates

Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.54 2.32 1.65
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.23 291 2.16
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 213 2.81 2.02
30-day CP (A1/P1) 0.41 0.18 0.27 FNMA ARM 2.47 2.51 2.86
3-month LIBOR 0.38 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 3.88 4.55 3.93
6-month 0.17 0.26 0.33 Industrial (25/30-year) A 4.29 5.44 4.92
1-year 0.21 0.44 0.57 Utility (25/30-year) A 4.21 5.40 4.9
5-year 1.18 1.63 1.68 Utility (25/30-year) Baa/BBB 4.65 5.93 5.45
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.01 0.12 Canada 2.14 3.04 2.74
6-month 0.02 0.05 0.17 Germany 1.84 2.93 2.22
1-year 0.09 0.17 0.22 Japan 0.97 1.18 0.85
5-year 0.95 1.66 1.16 United Kingdom 2.36 3.25 2.90
10-year 1.89 3 2.40 Preferred Stocks
10-year (inflation-protected) 0.08 0.68 0.46 Utility A 5.29 5.17 6.08
30-year 2.85 4.36 3.68 Financial A 6.51 6.03 6.43
30-year Zero 3.03 4.75 3.98 Financial Adjustable A 5.48 5.48 5.48
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.93 4.59 3.84
25-Bond Index (Revs) 5.01 5.34 4.59
5.00% General Obligation Bonds (GOs)
1-year Aaa 0.20 0.23 0.32
o 1-year A 0.97 1.02 112
4.00% 7 5-year Aaa 1.13 1.33 1.33
S-year A 218 2.45 2.28
3.00% / 10-year Aaa 2.36 2.75 2.61
/ 10-year A 3.47 4.20 3.77
2.00% 25/30-year Aaa 3.88 4.39 4.16
/ 25/30-year A 5.53 5.86 5.41
1.00% - / — Current Revenu-e Bonds (Revs) (25/30-Year)
4= — Year-Ago Educa‘tlon AA 4.56 4.89 4.62
0.00% — Electric AA 4.92 5.21 4.63
S 1285 10 30 Housing AA 5.55 5.85 5.52
’ Hospital AA 4.92 5.25 4.81
Toll Road Aaa 4.58 4.99 4.61

Federal Reserve Data

Mortgage-Backed Securities

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

9/21/11 9/7/11 Change
Excess Reserves 1548799 1568587 -19788
Borrowed Reserves 11614 11685 71
Net Free/Borrowed Reserves 1537185 1556902 -19717

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

9/19/11 9/12/11 Change
M1 (Currency+demand deposits) 2105.7 2106.1 0.4
M2 (M1 +savings+small time deposits) 9569.8 9583.9 144

Average Levels Over the Last...

12 Wks. 26 Whs. 52 Wks.
1586683 1533774 1295559

12154 14440 26668
1574529 1519335 1268891

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
38.8% 241% 19.2%
23.0% 15.2% 10.1%

©2011, Value Line Publishing LLG, All rights reserved. Factual material is obtained from sources believed to be refiable and is provided without warranties of any kind. THE PUBLISHER )
15 NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part of it may be reproduced, IR0 R IR R KX R L TN
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(9/28/11)  (6/29/11)  (9/29/10) (9/28/11)  (6/29/11) (9/29/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.62 2.02 2.01
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.08 2.63 2.33
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.97 2.50 2.14
30-day CP (A1/P1) 0.42 0.17 0.22 FNMA ARM 2.50 2.51 2.90
3-month LIBOR 0.37 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 3.87 4.58 4.01
6-month 0.17 0.26 0.33 Industrial (25/30-year) A 4.50 5.47 4.89
1-year 0.21 0.44 0.57 Utility {25/30-year) A 4.34 5.42 4.94
5-year 1.26 1.64 1.68 Utility (25/30-year) Baa/BBB 4.98 5.92 5.46
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.02 0.16 Canada 2.20 3.09 2.74
6-month 0.03 0.10 0.19 Germany 2.01 2.98 2.24
1-year 0.10 0.19 0.25 Japan 1.00 1.13 0.93
5-year 0.94 1.69 1.28 United Kingdom 2.55 3.33 2.91
10-year 1.98 3N 2.50 Preferred Stocks
10-year (inflation-protected) 0.11 0.67 0.69 Utility A 5.24 5.13 6.08
30-year 3.07 4.38 3.68 Financial A 6.45 6.02 6.50
30-year Zero 3.28 4.76 3.96 Financial Adjustable A 5.48 5.48 5.48
s . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.85 4.46 3.83
25-Bond index (Revs) 4.96 5.31 4.58
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.24 0.24 0.34
4.00% 1-year A 0.99 1.04 1.15
5-year Aaa 1.04 1.25 1.22
5-year A 2.05 24 2.20
3.00% - / 10-year Aaa 2.15 2.63 2.51
10-year A 3.42 4.1 3.65
2.00% / 25/30-year Aaa 3.87 4.36 4.1
/ 25/30-year A 5.53 5.86 5.40
1.00% - / ~— Current Revenu.e Bonds (Revs) (25/30-Year)
—‘/;; — Year-Ago Educa‘tlon AA 4.56 4.87 4.61
0.00% Electric AA 4.92 517 4.62
3Mog 1Yeazrs 38 10 30 Housing AA 5.55 5.79 5.49
’ Hospital AA 4.90 5.25 4.81
Toll Road Aaa 4.58 4.97 4.60

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

M1 (Currency+demand deposits)

M2 (M1+savings+small time deposits)

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

Average Levels Over the Last...

9/21/11 9/7/11 Change 12 Wks. 26 Wis. 52 Wks.
1548803 1568589 -19786 1586684 1533775 1295560
11614 11685 -71 12154 14440 26668
1537189 1556904 -19715 1574530 1519335 1268892
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)

Recent Levels

Ann’l Growth Rates Over the Last...

9/12/11 9/5/11 Change 3 Mos. 6 Mos. 12 Mos.
2106.6 2136.3 -29.7 42.0% 27.6% 18.9%
9583.6 9591.1 -7.5 25.4% 15.7% 10.3%

© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources befiaved to be reliable and is provided without warranties of any kind, THE PUBLISHER .,
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(9/21/11)  (6/22/11) (9/22/10) (9/21/11)  (6/22/11) (9/22/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.14 2.05 1.99
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 1.93 2.55 2.39
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.85 243 2.27
30-day CP (A1/P1) 0.42 0.18 0.24 FNMA ARM 2.50 2.51 2.90
3-month LIBOR 0.36 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 3.59 4,42 4.1
6-month 017 0.26 0.34 Industrial (25/30-year) A 4.31 5.31 5.02
1-year 0.21 0.44 0.60 Utility (25/30-year) A 4.23 5.29 5.04
5-year 1.26 1.64 1.71 Utility (25/30-year) Baa/BBB 4.86 5.79 5.56
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.01 0.15 Canada 212 2.97 2.86
6-month 0.02 0.08 0.19 Germany 1.77 2.94 2.35
1-year 0.10 0.15 0.25 Japan 0.99 1.12 1.03
5-year 0.84 1.54 1.32 United Kingdom 241 3.19 297
10-year 1.86 2.98 2.56 Preferred Stocks
10-year {inflation-protected) 0.00 0.75 0.65 Utility A 5.23 5.27 6.08
30-year 2.99 4.22 3.75 Financial A 6.38 6.10 6.47
30-year Zero 3.25 4.60 4.02 Financial Adjustable A 5.47 5.47 5.47
. s TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.07 4.49 3.89
25-Bond Index (Revs) 5.1 5.32 4.63
5.00% - General Obligation Bonds (GOs)
1-year Aaa 0.21 0.28 0.34
4.00% 1-year A 0.99 1.08 1.15
5-year Aaa 1.00 1.37 1.24
. 5-year A 1.99 2.40 2.24
8.00% 10-year Aaa 2.21 2.63 2.56
/ 10-year A 3.56 4.08 3.70
2.00% ~ 25/30-year Aaa 3.89 4.37 41
/ 25/30-year A 5.63 5.89 5.40
1.00% —| — Current Revenug Bonds (Revs) (25/30-Year)
A — Year-Ago Education AA 462 4.87 4.61
0.00% — Electric AA 4.97 5.19 4.62
8.5 12358 10 30 Housing AA 5.60 5.79 5.44
0s. Years .
Hospital AA 4.97 5.28 4.82
Toll Road Aaa 4.69 4.97 4.60

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

9/7/11 8/24/1 Change
Excess Reserves 1568590 1577802 -9212
Borrowed Reserves 11685 11833 -148
Net Free/Borrowed Reserves 1556905 1565969 -9064
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

9/5/11 8/29/11 Change
M1 (Currency+demand deposits) 2136.6 2124.1 12.5
M2 (M1+savings+small time deposits) 9591.4 9570.1 21.3

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
1595396 1515698 1275488

12407 15069 28273
1582989 1500629 1247215

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
48.8% 30.8% 21.9%
26.4% 15.3% 10.5%

©2011, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be refiable and is provided without warranties of any kind. THE PUBLISHER .
15 NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication is strictly for subscriber's own, non-commercial, internal use. No part of it may be reproduced, [RIVENIVEREl R MBS KR IILLR
resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.




SEPTEMBER 23, 2011 VALUE LINE SELECTION & OPINION PAGE 12005

Selected Yields

3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(9/15/11)  (6/15/11) -(9/15/10) (9/15/11) (6/15/11) (9/15/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.13 2n 1.90
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 1.97 2.56 2.35
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.88 2.45 217
30-day CP (A1/P1) 0.38 0.17 0.24 FNMA ARM 2.50 2.51 2.90
3-month LIBOR 0.35 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year} A 3.72 4.84 4.23
6-month 0.17 0.27 0.35 Industrial (25/30-year) A 4.60 5.28 5.02
1-year 0.21 0.45 0.61 Utility (25/30-year) A 4.48 5.25 5.06
5-year 1.29 1.69 1.71 Utility (25/30-year) Baa/BBB  5.07 5.77 5.58
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.05 0.15 Canada 2.20 2.95 2.96
6-month 0.03 0.10 0.19 Germany 1.88 2.95 2.40
1-year 0.08 0.16 0.23 Japan 1.00 117 1.05
5-year 0.88 1.55 1.44 United Kingdom 2.44 3.24 3.08
10-year 1.98 2.97 2.72 Preferred Stocks
10-year (inflation-protected) 0.06 0.69 0.93 Utility A 5.25 5.77 6.08
30-year 3.27 4.20 3.87 Financial A 6.38 6.10 6.81
30-year Zero 3.58 4.57 4.15 Financial Adjustable A 5.46 5.46 5.46
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4,05 4,49 3.92
25-Bond Index (Revs) 5.07 5.34 4.65
5.00% General Obligation Bonds (GOs)
1-year Aaa 0.20 0.25 0.31
o 1-year A 0.98 1.07 1.14
4-00% 5-year Aaa 0.93 1.31 1.21
/ 5-year A 1.96 2.40 2.25
8.00% 10-year Aaa 217 2.64 2.45
10-year A 3.65 4.08 3.69
2.00% — 25/30-year Aaa 3.88 4.38 4.06
/ 25/30-year A 5.62 5.89 5.40
1.00% | — Current Revenue Bonds (Revs) (25/30-Year)
// — Year-Ago Education AA 4.62 4.87 4.62
0.00% ——=dt Electric AA 4.97 5.18 4.62
s 51235 10 30 Housing AA 5.60 5.59 5.39
os. Years .
Hospital AA 4.97 5.29 4.87
Toll Road Aaa 4.69 4,97 4.60
Federal Reserve Data
BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels Average Levels Over the Last...
9/7/11 8/24/11 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 1568589 1577800 -921 1595396 1515698 1275488
| Borrowed Reserves 11685 11833 -148 12407 15069 28273
| Net Free/Borrowed Reserves 1556904 1565967 9063 1582989 1500629 1247215
|
| MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels Ann'l Growth Rates Over the Last...
8/29/11 8/22/11 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 21241 2102.8 213 38.8% 25.1% 20.8%
M2 (M1+savings+small time deposits) 9570.1 9539.7 304 25.7% 15.1% 10.3%
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'00, 22¢; 05, (36¢); '06, 10¢; '08, 28¢; '09,
(13¢); 10, 18¢; "1, 1¢. 08 EPS don't add due
© 2011, Value Line Publishiny
THE PUBLISHER IS NOT RESPONSIBLE

LLC, All rights reserved
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3 Tl Ty el Rt 100
TECHNICAL 3 Lowersgsni | duded by ineres o - .
BETA .70 (1.00 = Market) Options: Yes | —-q-- 64
" 2014-16 PROJECTIONS  |-ooced s ideate jecessiors 1 | || L &= ¢ [ | [ T 1 T...- 8
; . Ann'l Total [~ S e APTLL RITELL T Fove e ®
) Price  Gain.  Return b0y [ v ' [ L I T I PPy 2
High 50 (+10%3 7% il
Low 35  (-25%) Nil fe— o 2
Insider Decisions e 20
DJFMAMUJJA . 16
By 000000000 b 12
Opions 0 0 0000000 hiad . N
sl 00000200900 Tl X %TOT.RETURN /11 |3
Institutlc:ni:oDe(:m:nsmm | | s}'gcsx vH:gnExu
N L
toBuy T e jas Rorcent 15 | P | S i " Iy, 94 48 I
to Sell 151 149 146 | traded 5 JITH NI IAmmInn | 3yr. 486 25.0
Hd's(Qog) 77797 - 79145 81484 ' I [HINIREETIT Hjl | i I Sy 260 166
1994 | 19951996 | 1997 | 1998 | 1999 | 2000 | 2001 [ 2002 [ 2003 | 2004 | 2005 |2006 {2007 {2009 | 2010 | 2011 [2012 | ©VALUE LINE PUB.LLC[14-16
1928 19.08| 20.77| 2352| 2512| 2857 | 4350 | 5366 | 28.90 | 30.87 | 31.59 | 30.16 | 34.03 | 3507 | 3250 | 30.01| 29.75| 31.80 |Revenues persh 31.25
509 516| 590| 712) 734 773 789| 872| 1M 733| 693 576 970| 929 808( 685| 6.80| 7.55]|“CashFlow” persh 8.00
199 222| 247 276| 285| 318| 335| 368| 253| 252| 258 | 224 | 347 | 296 226 308| 275| 3.25 |Eamningspersh A 3.50
83 93| 103 143 123) 133) 143| 153| 163| 173| 183 193 | 203 210 210 | 210 210| 210 |Divid Decld per sh Bm 230
292 338 29| 363| 3T6| 405[ 776 1227 981 760 58] 639 759 937 764| 7.03| 8.15| 9.85[Cap'lSpending persh 8.25
2032 | 2149 2251 2390| 2550 26.00| 28.09| 2946 | 2944 | 31.00 | 3214 | 3457 | 3448 | 3515 | 3269 | 3386 | 34.50 | 35.60 |Book Value persh € 39.25
8743 | 8752 8752| 8483 | 8483 | 84.83| 84.83 | 84.83 | 91.26 | 9129 | 91.79 | 99.08 | 99.96 | 10049 { 101.43 | 108.77 | 109.25 | 110.00 [Common Shs Outst'g P | 123.00
96| 108| 118] 11.8] 152] 119 N3] 120 144] 140 158 192 ] 137 ] 149 13.7| 126 | Boid fighres are |Avg Ann'I PIE Ratio 12.0
63 12 T4 68 .79 68 73 61 79 .80 83 1.02 74 .79 91 .80 ValuejLine Relative P/E Ratio .80
43% | 38%] 35%| 35% | 28% | 35%| 38% | 35% | 45% | 49% | 45% | 45% | 47% | 48% | 68% | 54% estinjates Avg Ann'f Div'd Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 3690.2 | 4551.4 | 2637.3 | 2817.9 | 2899.7 | 2988.0 | 3401.7 | 3523.6 | 3297.1 | 32636 | 3250 | 3500 |Revenues {$mill) 3850
Total Debt $3672.6 mill. Due in 5 Yrs $2071.2mill. | 2836 | 3122 | 2152 | 230.6 | 2352 | 2232 | 3171 | 2988 | 2202 3304 | 300 | 360 |Net Profit ($milf) 420
m’;ggﬁz;ﬁﬂ;;‘;"Verg;gl':’lgg'sfgjzk‘le"s“s':w 44.1% [ 406% | 39.1% | 314% | 354% | 36.2% | 33.0% | 33.6% | 36.9% | 31.9% | 34.0% | 34.5% |Income Tax Rate 5%
notes. 7.6% | 15.3% | 205% | 6.2% | 6.9% | 104% | 11.1% | 14.8% | 112% | 11.7% | 13.0% | 13.0% |AFUDC % to NetProfit | 9.0%
(LT interest eamed: 3.0x) 451% | 51.7% | 51.8% | 50.6% | 46.7% | 43.2% | 48.4% | 47.0% | 50.4% | 45.3% | 49.0% | 52.0% |Long-Term Debt Ratio 46.0%
Leases, Uncapitalized Annual rentals $24.0 mill. 54.9% | 48.3% | 48.2% | 494% | 53.3% | 56.8% | 51.6% | 53.0% | 49.6% | 54.7% | 51.0% | 48.0% |Common Equity Ratio 54.0%
Pension Assets-12/110 $1.78 bill. i | 4337.8 | 51724 | 5567.9 | 5727.5 | 55352 | 60334 | 6678.7 | 6658.7 | 6686.6 | 6729.1 | 7415 | 8150 |Total Capital ($mill) 8950
Pid Stock None Obiig. $2.35bill. | 51335 | 5907.3 | 6479.4 | 74801 | 75355 | 7577.1 | 78819 | 84364 | 9257.8 | 9578.8 | 10135 | 10750 |Net Plant (Smill 12200
81% | 76% | 54% | 55% | 56% | 50% | 62% | 55% | 48% | 65% | 55%| 6.0% |Returnon Total Cap'l 6.5%
Common Stock 109,110,950 shs. 11.9% | 125% | 80% | 81% | 80% | 65% | 92% | 85% | 69% | 90% | 80%| 9.0% |Return on Shr. Equity 9.0%
as of 7/26111 11.9% | 12.5% | 8.0% | 8.1% | 8.0% | 65% | 92% | 85% 69% | 9.0% | 8.0% [ 9.0% {RetumonComEquityE | 9.0%
MARKET CAP: $5.0 billion (Large Cap) 6.8% | 73%| 29% | 26% | 23% | 10% | 3.4% | 25% | 7% | 31% | 20%| 3.5% |RetainedtoComEq 3.0%
ELECTRIC OPERATING STATISTICS 43% | 41% ] 64% | 68% | 7% | 85% | 63% | 70% 89% | 66% | 76% | 64% |AllDiv'ds to Net Prof 65%
% Change Rete Sals (KWH) 29102 2_292 R 1g BUSINESS: Pinnacle West Capital Corporation is a holding compa-  chased, 24%. Fuel costs: 36% of revenues. Has 7,200 employees.
Avg. |nd%1 Use (MWH 665 619 618 | ny for Arizona Public Service Company (APS), which supplies elec- 09 reported depreciation rate: 3.1%. Chairman, President & Chief
Avg. indust, Revs. per KWH {¢) 791 811 7.83 | ticity to 1.1.million customers in 11 of 15 Arizona counties. Discon-  Executive Officer: Donald E. Brandt. Incorporated: Arizona. Ad-
gggm Sf.m% %gg 921152 gggg tinued SunCor real estate subsidiary in '10. Electric revenue break-  dress: 400 North Fifth Street, Post Office Box 53999, Phoenix, Ari-
Annual Lad Factor(&. 512 493 500 | down: residential, 47%; commercial, 39%; industrial, 5%; other, 2zona  85072-3999.  Telephone:  602-250-1000.  Internet:
% Change Customers (yr-end) +.9 +, +.4 | 9%. Generating sources: coal, 37%; nuclear, 27%; gas, 12%; pur- www.pinnaclewest.com.
Fixed Charge Cov. (4] 221 248 20g | Pinnacle West’s utility subsidiary has proval for an asset acquisition. APS
ANNUAL RATES _Past Past Esta'nsrio] @ general rate case pending. Arizona has agreed to pay $294' million  for
ofchangepersh)  10¥rs.  5Yrs. to'téts | Public Service filed for a ‘tariff hike of Southern  California  Edison’s ~ 739-
Revenues -- 5% -5% | $194.1 million (6.6%), based on a return of megawatt stake in units 4 and 5 of the
E(;?nsp\ Fs|°W" 250 3-%‘,’,/; 6%‘,’,/2 11% on a common-equity ratio of 53.9%. Four Corners coal-fired plant. The compa-
B 45% 30% 15% | APS is asking for a regulatory mechanism ng' would finance the purchase with a mix
Book Value 2.5% 5%  25% | that decouples electric volume and reve- of debt and equity. APS would have to
can QUARTERLY REVENUES (§ mil) Fan | Dues, and a tracker that raises rates an- spend $300 million on environmental up-
endar |Mar31 Jun30 Sep30 Dec3| vear | NUAlly to recover infrastructure additions grades, but would be able to avoid more
2008 [7098 8980 10729 6864 133671 for generating assets and environmental than $600 million needed for units 1, 2,
2000 |5259 8360 11422 6930 |32071 | compliance. The utility also wants to re- and 3, which would be shut down. The
2010 6203 8205 11391 6836 |32636 | Vise the fuel adjustment clause so that it transaction is expected to close in late
2011 |6586 7998 1100  690.6 |3250 | accounts for all changes in fuel costs, not 2012. Our figures will not reflect the deal
2012 (675 850 1250 725 (3500 | just 90% of them. (Otherhutilit}iles ti"n fth(i: 2111;:181 after it has been completed.
A state have 100% pass-through of fue is adding solar capacity. In the
eggla'r Ma,_ﬁARjﬂ:_G;OPESRe;':IQé!E Dec.31 5:;', costs.) New tariffs won't take effect until first phase, it plans to build 100ymw at a
2008 | 404 143 150 d48 | 212 mid-2012, at the earliest. Settlement talks cost of up to $500 million. APS has
2000 | d36 74 207 d19 | 22¢| will begin in the next several weeks. procured 83 mw, so far, at a cost of $384
2010 | o7 8 208 .06 | 308 Milder-than-normal weather condi- million. The utility is proposing to add 100
201 | d14 78 206 .05 | 275| tions have prompted us to cut our mw more for up to $475 million.
2012 Nil 95 225 .05 | 3.25| 2011 earnings estimate. We reduced our This stock’s yield isn’t high enough to
Cal- | QUARTERLYDIVIDENDSPAID®s | fun | EStimate by $0.30 a share, to $2.75. That's compensate investors for low divi-
endar |Mar31 Jun30 Sep30 Dec3i| Year | At the low end of the company’s guidance dend growth potential. Not only is the
2007 | 525 525 55 505 | 210] of $2.75-$2.90 a share. We continue to share price within our 3- to 5-year Target
2008 | 525 505 525 505 210 forecast share net of $3.25 in 2012, assum- Price Range, it remains closer to the high
2009 | 505 525 55 525 | 24¢| ing APS receives a decent rate order and end than the low end. Thus, total return
2010 | 525 525 525 525 | 240| weather patterns return to normal. potential over that time frame is modest.
2011 | 525 525 525 The utility is awaiting regulatory ap- Paul E. Debbas, CFA November 4, 2011
(A) Diluted egs. Excl. nonrec. losses: 02, 77¢; | to rounding, '10 due to change in shares. Next [ deferred charges. In '10: $11.28/sh. (D) in mill. [ Company’s Financial Strength B++
’09, $1.45; excl. gains (losses) from disc. ops.: earnings report due mid-Feb. (B) Div'ds histori- [ (E) Rate base: Fair value. Rate allowed on | Stock's Price Stability 100
cally paid in early Mar., June, Sept., and Dec. | com. eq. in "10: 11%; earned on avg. com. eq., | Price Growth Persistence 30

m Divd reinvestment plan avail. (C) Incl. | '10: 9.5%. Regulatory Climate: Average.

. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
blication is strictly for subscriber’s own, non-commercial, intemal use. No part
of it may be reproduced, resold, stored or transmitted in any printed; electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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PINNACLE WEST CAP CORP vsk) ZACKS RANK: 2 - BUY
PNW  46.32 «0.07 {0.15%) Vol. 490,177 15:01 £T

Pinnacle West Capital is engaged, through its subsidiaries, in the generation, transmission, and distribution of
electricity and selling energy, products and services; in real estate development; and in venture capital investment.
Its primary subsidiary is Arizona Public Service Company. The company's other subsidiaries include SunCor, El
Dorado, APSEnergy Services and Pinnacle West Energy.

General Information
PINNACLE WEST

400 NORTH FIFTH STREET
PHOENIX, AZ 85004

Phone: 6022501000

Fax: 602-250-2430

Web: http://www.pinnaclewest.com
Email: rhickman@pinnaclewest.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/17/2012

Price and Volume Information

Zacks Rank m ] [PNN] 30-Day ?losins Prices ;
Yesterday's Close 46.25
52 Week High 47.36
52 Week Low 37.28
Beta 0.55
20 Day Moving Average 1,239,555.88
Target Price Consensus 46
10-07-11 11-04-11
% Price Change % Price Change Relative to S&P 500
4 Week 7.41 4 Week -0.97
12 Week 12.72 12 Week 6.03
YTD 1158 YTD 11.97
Share Information Dividend Information
Shares Outstanding 109,11 Dividend Yield 4.54%
(millions) o Annual Dividend $2.10
mﬁli(grt]sc)apltahzanon 5,046.38 Payout Ratio 0.69
Short Ratio 203 Change in Payout Ratio -0.12
Last Split Date N/A Last Dividend Payout/ Amount 10/28/2011 / $0.52
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.04 Current {1=Strong Buy, 5=Strong Sell) 2.73
i Current Year EPS Consensus Estimate 2.88 30 Days Ago 2.73
Estimated Long-Term EPS Growth Rate 5.30 60 Days Ago 2.75
Next EPS Report Date 02/17/2012 90 Days Ago 2.75
Fundamental Ratlos
P/E EPS Growth Sales Growth
Current FY Estimate: 16.08 vs. Previous Year 7.69% vs. Previous Year -1.25%
‘ Trailing 12 Months: 15.21 vs. Previous Quarter 187.18% vs. Previous Quarter: 40.64%
| PEG Ratio 3.02
| Price Ratios ROE ROA
| Price/Book 1.26 09/30/11 8.80 09/30/11 2.66

http://www.zacks.com/research/print.php?type=report&t=PNW 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

7.31
1.54

0.89
0.57
0.57

16.14
15.07
14.99

9.27
9.77
10.07

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.40
8.57

0.76
0.45
0.46

16.14
15.07
14.99

0.76
0.74
0.76

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=PNW

2,55
2.60

10.25
9.62
9.68

36.69
34.08
34.28

43.22
42.64
43.28
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Direct Testimony of Frank W. Radigan

INTRODUCTION

Q.

MR. RADIGAN, WOULD YOU PLEASE STATE YOUR FULL NAME,
OCCUPATION AND BUSINESS ADDRESS.

My name is Frank W. Radigan. I am a principal in the Hudson River Energy
Group, a consulting firm providing services regarding utility industries and
specializing in the fields of rates, planning and utility economics. My office
address is 237 Schoolhouse Road, Albany, New York 12203. A summary of my
education, my business experience and my qualification is attached as Exhibit-

FWR-1.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying on behalf of the Residential Utility Consumer Office (“RUCO”).
RUCO was established by the Arizona Legislature in 1983 to represent the
interests of residential utility ratepayers in rate-related proceedings involving
public service corporations before the Arizona Corporation Commission ("ACC"

or "Commission").

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
I have been asked to review the reasonableness of the Arizona Public Service

Company’s (“APS” or the “Company”) rate request filed on June 1, 2011 and

present RUCO’s recommended revenue requirement in this proceeding. Based on
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1 my adjustment together with the recommendations of RUCO witness William
2 Rigsby RUCO proposes that no net change in rates be made at this time.'
3

4 Q WHAT IS RUCO’S PHILOSOPHY GOING INTO THIS RATE CASE?

5 A RUCO was a signatory to the 2009 Settlement Agreement. At that time, RUCO’s

6 chief concern was to end the cycle of financial “emergencies” associated with the
7 Company’s corporate health. RUCO realized that it was not in the ratepayers’
8 interest to have a utility continuously on the verge of falling below investment
9 grade rating. The last few rate cases had provided just enough rate relief to keep
10 its rating from falling to junk status, but never enough to achieve real financial
11 health. RUCO believes the 2009 Settlement Agreement put APS on the path to
12 financial health which resulted in ratepayer benefits such as the ability for the
13 utility to acquire debt at lower rates.
14
15 The 2009 Settlement Agreement “jump started” APS’s progress on this path to
16 financial health. That said, one must also recognize that in these tough economic
17 times one must also expect the Company to pare expenditures at every
18 opportunity. It cannot be just a desire that utility companies tighten their belts at
19 the same time that their customers are tightening, and sometimes retightening,
20 theirs. As such, one needs to bring balance to the issue and that is what RUCO
21 advocates.

' This is done through a combination an increase in bases rates with an equal offsets of credits available
through Power Supply Adjustor.
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RUCO?’s position in this rate case is to continue the momentum of the Settlement
with a resolution of this rate case that culminates in continued strong financial
metrics without unjustly enriching the utility at the expense of ratepayers. RUCO
also supports the continued investment in renewable technologies and would
allow for the inclusion of post-test year plant for this category. Our rate proposal
is to increase base rates for infrastructure investment made up to the end of the
test year and offset set the cost of supporting these investments with credits
available through lower fuel costs available from the Power Supply Adjustor.
This approach provides fairness and balance to stockholders and ratepayers.
Stockholders receive the revenues necessary to pay for investments already made
and ratepayers do not pay for investment made after the test year which gives the

utility the incentive to invest wisely.

SUMMARY

COULD YOU PLEASE SUMMARIZE THE FINDINGS OF YOUR
REVIEW?

Yes. Company witness Jason LeBenz provided the standard filing requirement
schedules and made a total of thirty-five adjustments to normalize the 2010 test
year income statement. These adjustments included a series of normalization of
2010 revenues and expenses, adjustments to annualize latest knows costs to
reflect such things as staffing levels and union contract rates and to make

adjustments for out of period costs/revenue elements or other cost/revenues that

are not expected to reoccur. A review of the presentation shows that the two most
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notable features of the rate request are a request for a return on equity of 11% and
a request to be allowed to charge for 18 months of post-test year plant additions in
amount of approximately $690 million. These two items account for
approximately $150 million of the $194 million non-fuel base rate increase. In

short they drive the whole case.

The focus of allocating risk between company and ratepayers plays on several
proposals made by the Company in this case. The Company has much ability to
control costs as compared to ratepayers and should bear the risk of minimizing
them. With this in mind, my recommendations are reflected in RUCO’s cost of
service exhibits which are appended as Exhibit--FWR-2 and reflect the following
recommendations:

1. A net rate decrease of $0 million.

2. No post-year year plant additions for fossil, nuclear or distribution
plant.

3. Allow recovery of test year AZ Sun costs and 18 months of post test
year AZ Sun costs.

4. Continuation of the Power Supply adjustment (“PSA”) with 90/10
sharing.

5. Reject the proposal to include chemical costs in the PSA.

6. Reject the proposal to establish an Environmental and Reliability
Account.

7. Rejection of coal mine reclamation cost adjustment which would

allow a four year recovery of costs.

8. Rejection at this time of Company’s low income adjustment.




SN e

10

11

12

13

14

15

16

17

Direct Testimony of Frank W. Radigan

9. The Company’s Decoupling Mechanism (the Energy and

Infrastructure Account) is a rate design issue and will be addressed in

the RUCO testimony to be filed on December 2, 2011.

The implementation of these recommendations result in a base rate increase of

$140 million (a $98 million increase in base rate to covers costs and a $42 million

from the transfer of the Az Sun program funding from the RES to base rates)

offset by a credit of $140 million from the PSA. I would note that the PSA does

have a credit of $153 million so the $140 million transfer still leaves another $13

million credit in the PSA which can be used to offset future rate increases. A

summary of the details of the rate change of the Company and RUCO is presented

in the table below.

Rate Element APS Position - 10/27 | RUCO Position
($Millions) ($Millions)

Base Rates $196 $98

Az Sun transfer to base rates $42 $42

Base Fuel Change ($153) ($140)

Net Rate Change $85 $0

PLEASE CONTINUE

The Company’s presentation in this case is essentially a continuation of the

Settlement in the last Arizona Public Service (“APS”) rate case, Docket No. E-
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01345A-08-0172, which was approved by the Commission in Decision No 71448
(the “Settlement”). As testified to by Company Witness Guldner the Company
views this proceeding as critical in maintaining the financial and regulatory
momentum established in the Settlement (Guldner direct at page 1, lines 22-25).
As described by Mr. Guldner the Settlement marked a turning point in providing
for the electric infrastructure needed for Arizona’s future while allowing APS the
financial strength and stability to attract capital (Id at page 2). This was done by
providing significant cash relief and other mechanisms (Id).  The Company’s
presentation seeks to reset base rates at a level which is described as a moderate
increase and reset many of the cost recovery mechanisms currently in place and
establish a series of other automatic adjustment clauses which it describes as
improving its financial health while also meeting regulatory objectives (e.g. rate
decoupling so that energy conservation programs can succeed). In fact, the
Company’s whole case is based on non-traditional ratemaking proposals — post-

test year plant recovery, automatic adjustors and decoupling.

The Settlement was a comprehensive resolution of numerous and divergent issues
in 2009 that set the stage for long term financial health of the Company while at
the same time achieving some energy efficiency goals and commitments to
renewable energy goals. One provision that does carry forward is the
commitment to process rate cases within 12 months. This is a provision that will

benefit the Company for the long term and the value of this one provision is

evidenced by the Company’s own presentation.
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“APS’s financial pressure is not caused by too much debt,

operational inefficiency, or poor cost management. Rather,

the primary cause of APS’s substandard financial

performance is the rate making process in Arizona has been

lengthy (often taking, for APS as much as 18-24 months to

resolve) and is based on a historical test year — conditions

resulting in persistent regulatory lag. Under such a

regulatory model, the rates set in APS rate cases have

historically been based on costs as much as three to five

years old.” (Hatfield direct at page 4)
With the commitment by the Commission to streamline the rate review process
the primary cause of the Company’s past substandard financial performance is
now history. With that gone one does not need to adopt the non-traditional
ratemaking techniques used in the Settlement. One of those non-traditional
provisions of the Settlement is the one for providing for a return on post-tear year
plant additions. This provision was unique to that case as it addressed the
Company’s financial health and the fact that it took almost two years to adjudicate
the case. The normal regulatory framework in Arizona is to set rates on a
historical test year basis and provide for a return on equity higher than that usually
set for utilities that use a pro-forma test year. While this regulatory framework
may result in regulatory lag on the recovery of return on investment it also
provides the Company an incentive to be frugal in investment decisions and
adequately rewards stockholders for the added risk.  Central to the RUCO
presentation therefore is strict adoption of no pro-forma adjustments and

providing for a higher return on equity. This focus will continue to provide the

Company the ability to strengthen its financial metrics while at the same time

keeping rates at reasonable levels.
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REVIEW OF RATE REQUEST

Q.
A.

PLEASE DISCUSS THE COMPANY’S FILING

On June 1, 2011, APS filed a rate case using adjusted Test Year sales and
expenses for the Company's jurisdictional electric operations for the twelve
months ended December 31, 2010 ("Test Year"). The rate request was to increase
base rates by a net $95 million. The net $95 million was comprised of three parts
a need for a non-fuel increase in base rates of $194 million, a transfer of $45
million of revenues to support the Az Sun Program from the Renewable Energy
Surcharge (“ERS”) to base rates and a decrease in base fuel expense of $144

million®.

In addition to the base rate change in its presentation the Company also made a
series of proposals for new riders, adjustment mechanisms, modifications to
existing mechanisms including a decoupling mechanism, an adjustment to reflect
increase in generation plant balances, removal of cost sharing on the power
supply adjustor, and a mechanism to recover costs for efficiency programs.
Through a variety of witnesses the case has been largely summarized by the
Company as a continuation of the Company’s last rate case which was widely
viewed as a milestone that set the stage for positive developments in Arizona

energy policy (Robinson direct at page 4). According to the Company the rate

2 On October 27,2011 the Company updated its filing and reduced its rate request to $85 million with the
non-fuel base rate increase being revised to $196 million, the Az Sun Program revised to $42 million and
the base fuel expense being reduced by $153 million.

10
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1 request seeks to continue the momentum set in the last rate case and take further
2 steps to make Arizona’s energy landscape sustainable for the long term (1d).
? 3

4 Q. PLEASE DISCUSS RUCO’S REVIEW OF THE COST OF CAPITAL.

5 A Mr. William Rigsby presents the RUCO recommendations on the weighted

6 average cost of capital, the return on equity and the recommended rate treatment
7 to reflect fair value rate of return. Mr. Rigsby recommends a slightly lower cost
8 of long term debt and a return on equity of 10% for plant at original cost and a
9 Fair Value Rate of Return of 6.1%. This compares to the company’s request of a
10 11% return on equity and a Fair Value Rate of Return of 6.47%. These
11 recommendations lower the overall average rate of return from the Company’s
12 proposed 8.87% to 8.27%. If no other change were made this recommendation
13 would decrease the updated rate request from $85 million to a rate increase of $40
14 million or $45 million.
15

16 Q. COULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED POST

17 TEST YEAR ADJUSTMENTS?

18 A As noted above the company proposes to adjust for 18 months of post test year
: 19 operation and maintenance expenses as well as post test year plant additions for

20 nuclear power, fossil generation, distribution and general plant additions’. The

21 operating expenses related to this proposal decrease net income by approximately

|
| 3 The Company also proposes to transfer expenditures related to the Az Solar Program from the RES to
base rates. RUCO agrees with this proposal as it merely transfers the revenue collection mechanism

from the RES to base rates.

' 11
i
i
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l
! 1 $15.3 million and increase rate base by $141 million. Together they increase the
; 2 revenue requirement in this case by approximately $35 million.
’ 4 The Commission has consistently ruled that post test year plant additions are
5 generally not allowed unless extraordinary circumstances are shown to exist.*
6 Every piece of evidence in this case has shown that the Company’s financial
7 health has improved. For example S&P upgraded the Company’s credit rating in
8 2010 after the last rate case. As to necessary capital improvements I make the
9 distinction between those necessary to serve new customers and forecast capital
10 programs. In this case the Company has only identified $140 million of the $690
11 million as projects related to new customers coming on the system. The rest are
12 upgrades to the existing equipment and can for the most part considered
13 discretionary.
14
15 The 2009 Settlement Agreement included 18 months of post test year plant.
16 However, that was a negotiated concession as a result of much give and take.
17 Here, the Company requests the same amount of post test year plant without
18 any acquiescence in other areas.
19
| 20
21
|
%
; *  See Decisions 7001 and 7360.
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DOES RUCO SUPPORT INCLUSION OF ANY POST TEST YEAR
PLANT?

Yes. RUCO supports inclusion of 18 months of post test year plant for the
Company’s AZ Sun program. While acceptance of such plant outside of a test
year is unprecedented for RUCO, RUCO does so because it recognizes the
commitment the Arizona Corporation Commission and other branches of Arizona
state government have made to encourage the expansion of solar and other

renewable energy generation.

FOUR CORNERS COAL RECLAMATION COSTS

Q.

COULD YOU PLEASE DISCUSS THE APS PRO-FORMA ADJUSTMENT
FOR THE COAL RECLAMATION COSTS AT THE FOUR CORNERS
POWER PLANT?

Yes, per the contract with its coal supplier the Company must pay for the
reclamation of the coal mine and environs at the time that the mine for this mine
mouth power plant is retired (See response to 25.15 attached as Exhibit FWR-3).
Reclamation is necessary as mining disturbs land and leaves waste material.
Modern mines reclaim the surface after mining is completed and return the land to
useful purposes. Currently the date for the closure of Units 1-3 at Four Corners is
estimated to be July 6, 2016 when the current coal contract expires (Id). In order
to recover the portion of the latest coal reclamation cost estimate by the time the
units retire related to Units 1-3, the Company has amortized the cost over four

years (Id). The Company’s use of the latest coal reclamation cost estimate and

13
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the short life for Units 1-4 cause an increase in costs from the test year amount of
$1.3 million to $7.5 million for a decrease in pro-forma operating income of $6.2
million (See APS JCL-WP32 IS Pro forma Annualize Four Corners Coal

Reclamation Costs attached as Exhibit FWR-4).

DO YOU AGREE WITH THIS ADJUSTMENT?

No. First, it is not certain that Units 1-3 will be shut down at this time. In
October 2010 the EPA wanted to have the Company install selective catalytic
reduction equipment on all five units at Four Corners and in February 2011 EPA
changed its mind and wanted to close Units 1-3 and install Best Available Control
Technology on Units 4-5 (see EPA Proposed Actions attached as Exhibit FWR-
4). Obviously the EPA does not have a final plan as of yet. The Company is
equally two faced. For depreciation and coal reclamation purposes the Company
is planning a retirement data of 2016. Yet, the capital planning the Company is
proposes to add $13.1 million of capital projects at Units 1-3 in its Post-Test Year
Plant Addition adjustment presented by Company Witness Schiavoni. These
projects include over $2 million in reliability upgrades to maintain the units for
the long term (See Exhibit MAS-1). In addition in his testimony Mr. Schiavoni
also has a picture of the new economizer being installed at Four Corners Unit 1
(See Schiavoni direct at page 9). An economizer which is a central part of a
generating plant would not be knowingly upgraded on a Unit that is only going to
provide only four more years of service. With all of these facts it is not a

certainty that Units 1-3 will be retired in 2016. As such, at least for coal

14
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reclamation purposes the pro-forma adjustment should be rejected and replaced
with one that reflects just the updated cost reclamation estimate. This results in a
recovery of the reclamation costs over a longer period, 26 years, which is the
projected service life of Four Corners Units 4 and 5 and is exactly the
methodology that the Company depreciation expert proposed for recovery the
unrecovered book reserve for Units 1-3 (See White direct at page 10). This

proposal increases pro-forma net income by $1.6 million.

LOW INCOME CUSTOMER DISCOUNT

Q.

COULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED PRO-
FORMA ADJUSTMENT FOR THE LOW INCOME CUSTOMER
DISCOUNT?

APS is proposing to adjust test year revenues to reflect the growth in low income
programs from the end of the test year to mid-year 2012, when new rates are
projected to be implemented (See Meissner direct at page 37). Low Income
programs offer a lower base rate and a bill discount program. The Company
reports that the programs resulted in test year base revenues being lower by
approximately $20 million dollars (Id). For the rate case the Company proposes
that it be allowed to reflect a growth in losses resulting from the low income
program (Id). The Company notes that between January 2010 and December
2010 the number of customers participating in low income programs grew from
58,885 to 66,738 for an annual growth rate of 13.3% (Id). The Company projects

this growth to continue at this annual growth rates and proposes an adjustment to

15
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1 test year revenues for low income programs is a reduction of $4.2 million (Id).
2 APS believes that this adjustment to test year revenues is reasonable and
3 appropriate since the amounts are known and measureable and occur in direct
4 proximity to the test year (Meissner direct at page 38).

5

6 Q. DO YOU AGREE WITH THE COMPANY’S ADJUSTMENT?

7 A No. The Company’s justification for this adjustment is one data point the growth

8 between January 2010 and January 2011. This is not indicative of any trend let
9 alone good justification of a pro-forma adjustment to rates. Besides the fact
10 economic conditions in Arizona are improving. According to the Bureau of
11 Labor Statistics the unemployment rate in Arizona has decreased from 9.6% in
12 December 2010 to 9.1% in September 2011°. If economic conditions continue to
13 improve there is a possibility that the number of low income customers could
14 actually decrease. Based on the one data point presented by the Company I
15 believe that the Company has not met its burden of proof that its proposed
16 adjustment is actually known and actually measurable. Rejection of this proposal
17 increase pro-forma net income by $2.6 million ($4.2 million of revenues less
18 income taxes).
19
20
21

> http://data.bls.gov/timeseries/LASST04000003

16
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ADJUSTOR MECHANISMS

Q.

PLEASE DISCUSS THE COMPANY’S PROPOSED ADJUSTOR
MECHANISMS

As noted above the Company has proposed a series of adjustor mechanisms in
this proceeding. Some such as the ERA are completely new and others such as
proposed changes to the PSA are a modification to existing mechanisms already
in place. Overall, the proposed mechanisms seek to give the Company greater
protection of its bottom line, i.e. net income. For example, modifications to the
PSA are designed to protect the Company from increases in the cost of chemicals
and relieve the Company from sharing in fuel cost variations. Another example is
the proposed ERA where the Company would be allowed to recover any

investment in its generating plant.

The Arizona Court of Appeals discusses adjustment mechanisms in Scates v.

Arizona Corporation Commission. The court indicated that such mechanisms are

restricted to certain narrowly defined operating expenses that are characterized by
fluctuations. The Commission has also defined adjustment mechanisms as
applying to expenses that routinely widely fluctuate. The Commission stated the

following regarding adjustor mechanisms:

The principle justification for a fuel adjustor is volatility in
fuel prices. A fuel adjustor allows the Commission to
approve changes in rates for a utility in response to volatile
changes in fuel or purchased power prices without having
to conduct a rate case. (Arizona Public Service Company,
Decision No. 56450, Page 6, dated April 13, 1989)

17
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With the possible exception of the Company's proposed fuel and purchased power
adjustor, none of the proposed mechanisms fit the criteria of a widely fluctuating
volatile expense. In fact the returning customer, transition cost, and systems
benefit proposed adjustors merely provide for the recovery of discrete and finite
sets of expenses that can be quantified with certainty and will not be subject to
cost volatility. These proposed mechanisms would more aptly be described as

surcharges rather than adjustors.

The Company has repeatedly stated that its proposed adjustor mechanisms
comport with and continue the spirit of the 2009 Settlement Agreement.
However, RUCO points out that the Settlement was a well-debated negotiated
settlement that was fair to both the utility and the ratepayers. While the
Settlement did provide several benefits to the utility, it also included numerous
ratepayer benefits including requiring the utility to contain its expenses. In its
Application, the Company adds to the benefits it recetved in the Settlement such
as the ERA, including chemicals in the PSA, eliminating the 90/10 sharing
provision, a decoupling mechanism, but makes not additional commitments that

inure to the benefit of the ratepayer.

18
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[

PROPOSED MODIFICATION TO PSA

2 Q. PLEASE DISCUSS THE COMPANY’S PROPOSAL FOR

3 MODIFICATION TO THE PSA.

4 A Company witness Peter Ewen proposes two modifications to the PSA. The first is

5 to remove the 90/10 sharing provision which was approved by the Commission in
6 Decision No. 69663 (June 28, 2007) and the second is to include the cost
7 associated with environmental chemical costs, primarily lime, in the PSA (Ewen
8 Direct at page 13).
9
10 As to the 90/10 Sharing provision the Company proposes that the PSA be
11 modified to allow full pass-through of all fuel and purchased power costs, instead
12 of the current sharing provision whereby the Company is only allowed to recover
13 can only recover from customers 90% of most fuel expenses above the amounts
14 recovered through the Base Fuel Rate (Ewen at page 15). To support its position
15 to change the PSA the Company has four main arguments. First, it states that it is
16 the only Company to have a 90/10 sharing provision in Arizona (Ewen direct at
17 page 14). Since the implementation of the sharing provision there have been
18 audits of the Company’s fuel procurement practices which showed that APS’s
19 hedging and procurement practices and deemed them to be sound (Id). In
20 addition, the soundness of its fuel purchasing strategy was recently confirmed in a
21 benchmarking study (Id). Third, the Company notes that through the recent
22 adoption of the new Integrated Resource Planning Rules (“IRP”), the Commission
23 will effectively approve the Company’s proposed resource mix so presumably the

19
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Company is acting prudently in that area (Id). Fourth, the Company argues that
the only other variables that exist are fuel costs (the cost of fuel and purchased
power market prices) which is something entirely outside of APS’s control and
power plant operations (Id). On power plant operations the Company argues

these have been effectively reviewed in prudence determinations (Id).

DO YOU AGREE WITH THE COMPANY’S REASONING?

No. Sharing provisions are established so that the utility has a financial incentive
to control the cost which comprises approximately one third of the customers’
bill. While the Company argues that it has no control over market prices for fuel
and purchased power, customers have even less. Customers must rely on the
utility to use its best efforts to keep costs at a minimum and a sharing mechanism
is the best way to do that. The Company’s own arguments belie its efforts in this
area. The Company hedges fuel costs because they are at risk for market price
increase. In the IRP process the Commission does not assume responsibility of
the resource mix but is there to make sure the Company is doing lest cost
planning. As to power plant operations the Company’s coal and nuclear power
plant run at very high availability and capacity factors. This is not done by
chance but rather by the Company’s efforts to keep them up and running. And
this is exactly the outcome one wants as high availability of these low cost
resources keeps fuel costs down. The PSA is a much better control for this type
of efforts on the Company’s part on a day to day basis rather than some after the

fact prudence case.

20
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PLEASE DISCUSS THE INCLUSION OF ENVIRONMENTAL
CHEMICAL COSTS IN THE PSA.

The Company is proposing to include in the PSA environmental chemical costs
that directly correlate to the use of fuel. Chemicals, such as lime, ammonia, and
sulfur are used to scrub the emissions from a coal plant and are dependent upon
the amount of fuel burned (Ewan direct at page 15). The Company argues that as
production from the power plants varies, so too does the amount of chemicals
used and therefore its costs (Id). Moreover, the Company also notes that chemical

costs will increase over time (Ewan direct at page 16).

While I understand the Company’s viewpoint of where it would like to be
relieved from worrying about cost increases for chemicals there is nothing special
about these costs nor is there a showing that they are highly volatile or material to
the Company’s operation. The test year cost of chemicals is built into base rates
and between rate cases it is a cost of doing business just like thousands of other
expense items that the Company has. The Company has shown no compelling

reason to include this cost in the PSA and the proposal should be rejected.

PROPOSED ERA

Q.

COULD YOU PLEASE DISCUSS THE COMPANY’S PROPSOAL FOR
THE ENVIRONMENTAL AND RELIABILITY ACCOUNT?
Yes. As presented by Company Witness Leland Snook the Company proposes to

establish an Environmental and Reliability Account (“ERA”) mechanism that

21
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will allow it to recover the carrying costs of environmental improvement and
generation plant capacity acquisition or additions (Snook direct at page 23). The
ERA would include environmental improvement projects which are designed to
comply with current or prospective environmental standards required by federal,
state, tribal, or local laws or regulations (Snook at page 25). Generation plant
capacity acquisitions, projects to improve efficiency or the construction of new
generating plant would also be included (Id). For example, APS’s pending
acquisition of Southern California Edison’s share of Four Corners Units 4 and 5
would be Qualified Investments for inclusion in the ERA in the year following the
close of the transaction (Id). Under the Company’s proposal it will calculate the
ERA adjustment based on the investments that were actually placed in-service
during the preceding calendar year and adjust rates on an annual basis (Snook
direst at page 24). The Company believes this feature of the ERA complements
its proposed post-Test Year plant adjustment proposed by APS witnesses

Schiavoni, Edington and Froetscher (Snook direct at page 25).

ARE THERE ANY OTHER CONSIDERATIONS THAT SHOULD BE
TAKEN INTO ACOCUNT WITH RESPECT TO THIS AUTOMATIC
ADJUSTOR?

Yes, the most practical one and that is need. One needs to remember that the
utility business is one of very long term capital intensive assets. These are not
costs that are highly volatile or made at a moment’s notice. This is especially true
for capital investments for environmental reasons or additions for capacity and/or

reliability. Investments for power plant reliability or environmental compliance

22
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are easily contrasted to the utility’s real short term capital needs of hooking up a
new customers or replacing a street or traffic light that was demolished by a car in
a rainstorm. These are low cost items easily available in inventory with

construction time in hours.

Contrast the Street Light with the Economizer Replacement at the Cholla 3 Unit.
This project is as $4.5 million project which is necessary to improve unit
reliability due to tube failures (See Exhibit MAS 1, page 1 of 24). The
economizer is a central component of any steam boiler whose purpose is to reheat
condensed steam coming out of the steam turbine up to but not at the boiling pint
of water. As the name implies it uses the waste heat of the steam to reheat water
thereby providing improved economy to the Rankine cycle. In order to perform
this project one first needs to experience the tube failures. This takes time. One
then needs to analyze cause of the failures and possible solutions to the problem.
This takes times. One then need to perform the economic cost of letting the
problem continue versus the cost of fixing the problem. If the benefit of fixing
the problem exceeds the cost, then a proposal is made to Company management

to fix the problem. This takes time.

At a total cost of $4.5 million the project needs to be engineered and
specifications sent out to bid. Bids must be then received and analyzed and then
the most important part of all, the project must be scheduled. Project scheduling

not only involves for arranging for labor and materials but also outage time of the
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unit itself. As I mentioned before the economizer is a central part of the steam
boiler as a whole. To replace it therefore means that the unit must be shut down.
Shutting down and restarting a steam boiler means shutting it down, letting it
cool, draining the water out of all piping, erecting scaffolding to perform the
work, performing the work, testing for leaks, demolishing scaffolding, filling the
unit with water, testing again, and then finally restarting the unit. This process
usually takes on the order of 5-12 weeks. One must also remember that the work
must be done when the plant is down for maintenance which usually occurs doing
the non-peak (i.e. not summer) period. For beginning to end this reliability

project at Cholla Unit 3 could take a matter of years.

Just as with the Cholla economizer environmental projects are usually years in the
making with the regulation being drafted, send out for comment, revised,
compliance plans prepared and filed and then project planning can commence. In
sum, I reject the notion that these types of projects are highly volatile in nature

and cannot be planned with a reasonable degree of accuracy.

WHAT DO YOU RECOMMEND?

The ERA should be rejected. According to the proposed plan of administration
all any project needs to qualify is that the plant in generation, it has a work order,
and it costs will exceed $500,000 (Attachment LRS-3). With this definition and
the low dollar threshold I believe that almost any project at a generation plant

would qualify for recovery. Similar to the post-test plant adjustment the
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Direct Testimony of Frank W. Radigan

1 Company is seeking the Commission to approve a mechanism that will act as a

2 formula rate whereby rates are continually adjusted upward to fund the
3 Company’s growth strategy.
| 4

5 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

6 A. Yes, it does.
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Exhibit__(FWR-1)

QUALIFICATIONS OF FRANK W. RADIGAN

MR. RADIGAN, WOULD YOU PLEASE STATE YOUR FULL NAME,
OCCUPATION AND BUSINESS ADDRESS.

My name is Frank W. Radigan. I am a principal in the Hudson River Energy Group, a
consulting firm providing services regarding utility industries and specializing in the fields
of rates, planning and utility economics. My office address is 237 Schoolhouse Road,

Albany, New York 12203

WOULD YOU PLEASE SUMMARIZE YOUR EDUCATION AND BUSINESS
EXPERIENCE?

I received a Bachelor of Science degree in Chemical Engineering from Clarkson College of
Technology in Potsdam, New York (now Clarkson University) in 1981. Ireceived a
Certificate in Regulatory Economics from the State University of New York at Albany in
1990. From 1981 through February 1997, I served on the Staff of the Department of Public
Service, the staff arm of the New York State Public Service Commission. I served in the
Rates and System Planning sections of the Power Division and in the Rates Section of the
Energy and Water Division. My responsibilities included resource planning and the
analysis of rates, depreciation rates and tariffs of electric, gas, water and steam utilities in
the State and encompassed rate design and performing embedded and marginal cost of

service studies, as well as depreciation studies.
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Before leaving the Commission, I was responsible for directing all engineering staff during
major proceedings, including those relating to rates, integrated resource planning and

environmental impact studies. In February 1997, I left the Commission and joined the firm
of Louis Berger & Associates as a Senior Energy Consultant. In December 1998, I formed

my own company.

In my 30 years of experience, I have testified as an expert witness in utility rate
proceedings on more than 100 occasions before various utility regulatory bodies, including
the Arizona Corporation Commission, the Connecticut Department of Utility Control, the
Delaware Public Service Commission, the Illinois Commerce Commission, the Maryland
Public Service Commission, the Massachusetts Department of Telecommunications and
Energy, the Michigan Public Service Commission, the New York State Public Service
Commission, the New York State Department of Taxation and Finance, the Nevada Public
Utilities Commission, the North Carolina Utilities Commission, the Public Service
Commission of the District of Columbia, the Public Utilities Commission of Ohio, the
Rhode Island Public Utilities Commission, the Vermont Public Service Board and the

Federal Energy Regulatory Commission.

I currently advise a variety of regulatory commissions, consumer advocates, municipal
utilities and industrial customers concerning rate matters, including wholesale electricity
rates and electric transmission rates. A summary of my qualifications and experience is

attached.
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FRANK W. RADIGAN

EDUCATION
B.S., Chemical Engineering -- Clarkson University, Potsdam, New York (1981)

Certificate in Regulatory Economics -- State University of New York at Albany (1990)

SUMMARY OF PROFESSIONAL EXPERIENCE

1998 Present Principal, Hudson River Energy Group, Albany, NY -- Provide research, technical evaluation,
due diligence, reporting, and expert witness testimony on electric, steam, gas and water utilities. Provide
expertise in electric supply planning, economics, regulation, wholesale supply and industry restructuring
issues. Perform analysis of rate adequacy, rate unbundling, cost-of-service studies, rate design, rate
structure and multi-year rate agreements. Perform depreciation studies, conservation studies and proposes
feasible conservation programs.

1997.1998 Manager Energy Planning, Louis Berger & Associates, Albany, NY . Advised clients on rate
setting, rate design, rate unbundling and performance based ratemaking. Served a wide variety of clients in
dealing with complexities of deregulation and restructuring, including OATT pricing, resource adequacy,
asset valuation in divestiture auctions, transmission planning policies and power supply.

1981.1997 Senior Valuation Engineer, New York State Public Service Commission, Albany, NY . Starting as
a Junior Engineer and working progressively through the ranks, served on the Staff of the New York State
Department of Public Service in the Rates and System Planning Sections of the Power Division and in the
Rates Section of the Gas and Water Division. Responsibilities included the analysis of rates, rate design
and tariffs of electric, gas, water and steam utilities in the State and performing embedded and marginal
cost of service studies. Before leaving the Commission, was responsible for directing all engineering staff
during major rate proceedings.

FIELDS OF SPECIALIZATION

Electric power restructuring, wholesale and retail wheeling rates, analysis of load pockets and market power,
divestiture, generation planning, power supply agreements and expert witness testimony, retail access, cost of
service studies, rate unbundling, rate design and depreciation studies.

PROJECT HIGHLIGHTS

Wholesale Commodity Markets

Transmission Expansion Planning . Various Utilities -- Member of Transmission Expansion Advisory Committee
in the New England Power Pool - the Committee is charged with the study of transmission expansion needs in the
deregulated New England electric market. Ongoing

Locational Based Pricing - Reading Municipal Light Department -- Using GE multi-area production simulation
model (MAPS), analyzed New England wholesale power market to cost differences between various generators and
load centers. 2003
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Merchant Plant Analysis — Confidential client — Using GE multi-area production simulation model (MAPS),
analyzed New York City wholesale power market to determine economics of restructuring PURPA era contract to
market priced contract. 2002

Market Price Forecasting . El Paso Merchant Energy — Analyzed New England power market using MAPS for
purpose of pricing natural gas supply in order to ensure that plant was dispatched at 70% capacity factor as required
under its gas supply contract. 2002

Market Price Analysis — Novo Windpower — Analyzed hourly market price data in New York for each load zone in
State in order to optimize location of new wind power projects. 2002

Gas Aggregation — Village of Ilion — Advised client on costs/benefits of aggregating residential gas customers for
purpose of gas purchasing. 2002

Gas Procurement — Albany County, New York — Assisted client in analysis of economics of existing gas purchase
contract; negotiated termination of contract; designing request for proposal for new natural gas supply. 2000

HQ Prudence Review . Selected by Vermont Public Service Board to perform prudence review power supply
contract between Hydro Quebec and Central Vermont Public Service Corporation. 1998

‘Wholesale Power Supply — Prepared comprehensive RFP to optimize power supply for Solvay municipal utility by
complementing existing low cost power supplies in order to entice new industrial load to locate within Village.
1997

Analysis of Load Pockets and Market Power . Performed analysis of load pockets and market power in New
York State; determined physical and financial measures that could mitigate market power. 1996

Study of IPP Contracts and Impacts in New York Performed study to determine rate impacts of power purchase
contracts entered into by investor owned utilities and independent power producers (IPPs); separately measured rate
impacts resulting from statewide excess-capacity; determined level of non-optimal reserves for each utility. 1995

Power Purchase Contract Policies and Procedures . Directed NYSPSC Staff teams in formulation of short- and
long-run avoided cost estimates (LRACSs) using production simulation model (PROMOD); forecasted load and
capacity requirements; developed utility buy-back rates; presented expert witness testimony on buy-back rate
estimates and calculation methodologies, thereby implementing curtailment of IPPs as allowed under PURPA.
1990-1994

Integrated Resource Planning - Led NYSPSC Staff team’s examination of each utility’s IRP process and
examination of impacts of processes and regulatory policies influencing the decision making process. 1994

Intrastate Wheeling Commission Transmission Analysis and Assessment — Chairman of NYSPSC Proceeding to
examine plans for meeting future electricity needs in New York State. Addressed measures for estimating and
allocating costs of wheeling, including embedded cost, short-run marginal cost and long run incremental cost
methods. 1990

Rate Setting

Jurisdictional Cost of Service — Mississippi Power Company -~ On behalf of the Staff of the Mississippi Public
Utilities Staff prepared a report on the reasonableness of the Company’s jurisdictional cost of service study. 2010

Rate Case Cost of Service Study — Heritage Hills Water Works. For small water company, performing cost of
service study for the preparation of a full cost of service study before the New York Public Service Commission.
2009
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Rate Case Cost of Service Study - Stowe Electric Department, NY . For small municipal electric utility, assisted
in the preparation full cost of service study before the Vermont Public Service Board. 2009

Rate Study - Hudson River Black River Regulating District -- For regulating body performed detailed cost of
service allocation in order to allocate costs among beneficiaries of water regulation.

Rate Case Cost of Service Study - Village of Greene, NY . For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2008

Rate Case Cost of Service Study . Village of Bath, NY . For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2008

Rate Case Cost of Service Study - Village of Richmondville, NY . For small municipal electric utility, assisted in
the preparation full cost of service study before the New York Public Service Commission. 2008

Economic Development Rate _ Massena Electric Department - For municipal electric utility, developed tariffs for
economic development rates for new or expanded load.

Rate Case Cost of Service Study - Village of Hamilton, NY . For small municipal electric utility, prepared full
cost of service study before the New York Public Service Commission. 2004

Rate Study - Pascoag Utility District - Reviewed the application of the Power Authority of the State of New York
to increase rates to its wholesale power customers. 2003

Rate Study - Kennebunk Power and Light Department - Performed rate study of new multi-year wholesale power
contract against existing rates to determine impact on overall revenue recovery and cash flows of utility. 2003

Rate Case Cost of Service Study . Village of Arcade, NY . For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2003

Rate Case Cost of Service Study . Village of Philadelphia, NY . For small municipal electric utility, assisted in
the preparation full cost of service study before the New York Public Service Commission. 2003

Rate Case Cost of Service Study . Village of Hamilton, NY . For small municipal electric utility, prepared full
cost of service study before the New York Public Service Commission. 2004

Rate Case Cost of Service Study - Fillmore Gas Company - For small natural gas local distribution company,
performing cost of service study for internal budget controls and formal rate case before the New York Public
Service Commission. 2003

Rate Case Cost of Service Study - Rowlands Hollow Water Works. For small water company, performing cost of
service study for internal budget controls and formal rate case before the New York Public Service Commission.
2003

Standby Rates_ Independent Power Producers of New York - Analyzed reasonableness of proposed standby rates
of Niagara Mohawk Power Corporation; proposed alternate rate designs; participated in settlement negotiations for
new rates. 2002

Economic Development Rates. Pascoag Utility District . Designed new cost based economic development rates
charged to large industrial customer contemplating locating within the municipality. 2002
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Municipalization Study — Kennebunk Power and Light Department — Performed economic analysis of municipal
utility serving remaining portions of Village not already served; performed valuation of the plant currently owned by
Central Maine Power. 2001

Water Rate Study — Pascoag Utility District — Performed cost of service study for water utility; presented alternate
methods of funding revenue requirement. 2001

Pole Attachment Rates — Middieborough Gas and Electric Department — Designed cost based pole attachment rates
charged to CATV customers. 2000

ISO Service Tariff -- On behalf of three municipal utilities, analyzed cost basis and proposed rate design of ISO
Service Tariffs. 2000

Pole Attachment Rates — City of Farmington, New Mexico municipal electric department — Designed cost based
pole attachment rates for CATV customers. 1999

OATT Rates — On behalf of four municipal utilities in New England — Developed cost based annual revenue
requirements for regional network transmission rates; represent utilities before ISO New England committees on
transmission rate setting issues. 1998-2004

Consolidated Edison Restructuring . Member NYPSC Staff team — Negotiated major restructuring settlement
with Consolidated Edison, which decreased utility’s rates by $700 million over five years; implemented retail access
program; performed rate unbundling; divestiture of utility generation and the allowance of the formation of a
holding company; accelerated depreciation of generation; established customer education programs on restructuring;
established service quality and service reliability incentive to ensure that provision of electric service will diminish
as competitive market emerges. The agreement served as the template for restructuring in New York. 1997

Cost-of-service Review and Rate Unbundling — Performed rate unbundling of retail rates of Orange & Rockland
Utilities, Inc. to facilitate delivery of New York Power Authority energy to customer located in Orange &
Rockland’s service territory. 1992

Vintage Year Salvage and Study - Managed joint study of staff from Rochester Gas and Electric Corporation and
NYSPSC to determine feasibility of using vintage year salvage accounting for determining future salvage rates.
1985

Environmental Issues

Energy Conservation Study — Pascoag Utility District - Designed energy conservation rebate program based on
cost benefit study of various alternatives. Program funded through State mandated collection of energy
conservation monies from ratepayers. 2002

Clean Air Act Lawsuit - New York State Attorney General — Investigated modifications made at coal fired
generating units of New York utilities to determine whether major modifications were made with obtaining pre-
construction permits as required by the prevention of Significant Deterioration (PSD) provisions of the Act. 1999-
2002.

Environmental Impact Study and Simulation Modeling Analysis — Analyzed potential environmental impacts of
restructuring electric industry in NY using production simulation model PROMOD. 1996

Renewable Resources . Project Leader in NYSPSC proceeding regarding development and implementation of
utility plans to promote use of renewable resources. 1995

Environmental and Economic Impacts Study - Directed study of pool-wide power plant dispatch with
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environmental adders to determine environmental and economic effects of dispatching electric power plants with
monetized environmental adders. 1994

Clean Air Impact Study — Directed study of effects of the Clean Air Act of 1990. Measured statewide cost savings
if catalytic reduction control facilities were elected to comply with 1990 Clean Air Act Amendments; instalied
components on units in metropolitan NY region. 1994

Environmental Externalities and Socioeconomic Impacts Study - Managed NYSPSC proceeding to determine
whether to incorporate environmental costs into Long-Run Avoided Costs for the State’s electric utilities. Study
purposes: explore the socioeconomic impacts of electric production as compared with DSM; monetize
environmental impacts of electricity. 1993

EXPERT WITNESS TESTIMONY

Case 09-E-0715 — New York State Electric and Gas Corporation - On behalf of Nucor Steel, Auburn, Inc. examined
the reasonableness of the utility’s proposed construction program, revenue allocation, rate design and decoupling
mechanism. 2010

Case 09-S-0029 — Consolidated Edison — On behalf of the County of Westchester testified to the reasonableness of a
Report Regarding Steam Price Elasticity and Long Term Steam Revenue Requirement Forecast 2010

Docket No. 09-01299 — Utilities, Inc. of Central Nevada - On behalf of the Nevada Attorney General’s Bureau of
Consumer Protection testified on the overall revenue requirement, the appropriate level of rate case expense, and
allocation of corporate salaries. 2010

Docket No. 09-12-11 — Connecticut Water Company — On behalf of the Connecticut Office of Consumer’s Counsel
examined the reasonableness of the proposed Water Conservation Adjustment Mechanism. 2010

Case 9217 — Potomac Electric Power Company — On behalf of the Maryland Office of People’s Counsel examined
the reasonableness of the utility’s proposed jurisdictional cost of service study, revenue allocation and rate design.
2010

Docket No. 09-12-05 — Connecticut Light & Power Company — On behalf of the Connecticut Office of Consumer’s
Counsel examined the reasonableness of the proposed depreciation rates, revenue allocation and rate design. 2010

Case 09-S-0794 — Consolidated Edison — Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the Company’s proposal to increase retail rates. 2010

Case 09-G-0795 — Consolidated Edison — Gas Rates — On behalf of County of Westchester testified to the
reasonableness of the Company’s proposal to increase retail rates. 2010

Case 10-S-0001 — Project Orange Associates, LLC -- On behalf of Project Orange Associates testified to the
reasonableness of whether the steam customers of Syracuse University could benefit if a steam transportation tariff
were adopted by the New York Public Service Commission. 2009

Docket No. E-7, Sub 900 — Duke Energy Carolinas, LL.C — On behalf of the Sierra Club, Southern Alliance for
Clean Energy testified on the reasonableness of the Company’s request to recover construction work in progress in
rate base and to comment on whether the costs incurred by the Company for the supercritical coal plant Cliffside
Unit 6 are reasonable and prudent. 2009

D.P.U. 8-64 — New England Gas Company — On behalf of the Massachusetts Attorney General testified to the
reasonableness of the accuracy of the Company’s accounting data as it related to affiliate transaction with the parent
Company. 2009
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Formal Case No. 1027 — Washington Gas Light Company — On behalf of the Office of People’s Counsel fo the
District of Columbia testified to the reasonableness of the Company’s use of mechanical couplings and problems
related thereto. 2009

Docket No. G-04204A-08-0571 -- UNS Gas, INC. - On behalf of the on behalf of the Arizona Residential Utility
Consumer Office examined the reasonableness of the Company’s embedded cost of service study, proposed revenue
allocation, and proposed rate design. 2009

Case 09-5-0029 — Consolidated Edison — On behalf of the County of Westchester testified to the reasonableness of
the method of allocating costs between the utility’s steam system and its electric system. 2009

Docket No. 09-0407 — Commonwealth Edison — On behalf of the People of the State of llinois testified to the
reasonableness of Company’s Chicago Area smart Grid Initiative. 2009

Docket No. E-01345A-08-0172 — Arizona Public Service — On behalf of the on behalf of the Arizona Corporation
Commission examined the reasonableness of the Company’s embedded cost of service study, proposed revenue
allocation, proposed rate design and proposal regarding demand side management cost recovery. 2009

Case 9182 — Maryland Water Service, Inc. — On behalf of the Maryland Office of People’s Counsel examined the
reasonableness of the utility’s proposed bulk purchased water rate increase. 2009

Case 9182 — Artesian Water Maryland, Inc. — On behalf of the Maryland Office of People’s Counsel examined the
reasonableness of the utility’s proposed advance fees to connect new water customers in the Whitaker Woods
subdivision. 2009

Case 08-E-0539 — Consolidated Edison — Electric Rates -- On behalf of County of Westchester testified to the
reasonableness of the Company’s proposal to increase retail electric rates by $854 million. 2008

Docket No. 08-07-04 — United Illuminating — On behalf of the Connecticut Office of Consumer’s Counsel examined
the reasonableness of the Company’s proposed construction budget. 2008

Docket No. 08-06036 — Spring Creek Utilities - On behalf of the Nevada Attorney General’s Bureau of Consumer
Protection testified on the overall revenue requirement, the cost allocation and amortization of a new financial
accounting system, the appropriate level of rate case expense, allocation of corporate salaries, recovery of property
taxes, and rate design. 2008

D.P.U. 8-35 — New England Gas Company — On behalf of the Massachusetts Attorney General testified to the
reasonableness of the Company’s request to increase rates in light of the terms of a previous settlement, the level of
expenses being charged from the parent Company to the affiliate, the proposed increase in deprecation expense and
the proposed revenue allocation and rate design. 2008

Docket No. 08-96 — Artesian Water Company - on behalf of the Staff of the Delaware Public Service Commission
examined the reasonableness of the Company’s cost of service study and proposed revenue allocation and rate
design. 2008

Docket No. 05-03-17PH02 — Southern Connecticut Gas Company — on behalf of the Connecticut Office of
Consumer’s Counsel examined the reasonableness of the Company’s embedded costs of service study and proposed
revenue allocation and rate design. 2008

Docket No. 06-03-04PH02 — Connecticut Natural Gas Corporation — on behalf of the Connecticut Office of
Consumer’s Counsel examined the reasonableness of the Company’s embedded cost of service study and proposed
revenue allocation and rate design. 2008
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Docket No. G-01551A-07-0504 — Southwest Gas Corporation — on behalf of the Arizona Corporation Commission
examined the reasonableness of the Company’s embedded cost of service study, proposed revenue allocation,
proposed rate design and proposals regarding revenue decoupling. 2008

Docket No. E-01933A-07-0402 — Tucson Electric Power Company — on behalf of the Arizona Corporation
Commission examined the reasonableness of the Company’s embedded cost of service study, proposed revenue
allocation, proposed rate design and proposals regarding mandatory time of use rates. 2008

Docket No. 07-09030 — Southwest Gas Corporation — on behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility’s proposed depreciation rates. 2008

Civil Action 05-C-457-1 — Dominion Hope — on behalf of former employee of the utility examined the utility’s
hedging and sales for resale practices between affiliates. 2008

Case 07-829-GA-AIR — Dominion East Ohio — on behalf of the Office of the Ohio Consumer’s Counsel examined
the reasonableness of the Company’s embedded cost of service study, proposed revenue allocation and rate design
and examined the reasonableness of proposals on revenue decoupling and straight fixed variable rate design. 2008

Case 07-S-1315 — Consolidated Edison Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the method of allocating costs between the utility’s steam system and its electric system. 2008

Case No. 9134 — Green Ridge Utilities, Inc. — on behalf of the Maryland Office of People’s Counsel examined the
reasonableness of the utility’s proposed rate application including the appropriate cost allocation and amortization
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and
allocation for common expenses from the parent company. 2008

Case No. 9135 -- Provinces Utilities, Inc. ~ on behalf of the Maryland Office of People’s Counsel examined the
reasonableness of the utility’s proposed rate application including the appropriate cost allocation and amortization
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and
allocation for common expenses from the parent company. 2008

Case 07-M-0906 — Energy East and Iberdola — On behalf of Nucor Steel, Auburn, Inc. examined the reasonableness
of the proposed Acquisition of Energy East Corporation by Iberdrola merger. 2008

Case 07-E-0523 — Consolidated Edison — Electric Rates -- On behalf of County of Westchester testified to the
reasonableness of the Company’s proposal to increase retail electric rates by over $1.2 billion or 33%. 2007

Docket Nos. ER07-459-002, ER07-513-002, and EL07-11-002 — Vermont Transco -- on behalf of the Vermont
Towns of Stowe and Hardwick, and the Villages of Hyde Park, Johnson and Morrisville on whether the direct
assignment and rate impacts of a proposed transmission line were with current policy of the Federal Energy
Regulatory Commission 2007

Docket No. 07-05-19 — Aquarion Water Company — On behalf of the Connecticut Office of Peoples Counsel
examined the reasonableness of the utility’s proposed revenue allocation, rate design, weather normalization and
depreciation rates 2007

Docket No. E-04204A-06-0783 — UNS Electric — On behalf of the Arizona Corporation Commission testified on the
reasonableness of the utility’s proposed revenue allocation and rate design. 2007

Docket Nos. 06-11022 and 06-11023 — Nevada Power Company ~ On behalf of the Staff of the Nevada Public
Utilities Commission testified on the reasonableness of the utility’s proposed depreciation rates and expense levels.
2007
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Case 06-G-1186 —KeySpan Delivery Long Island — on behalf of the Counties of Nassau and Suffolk analyzed the
Company’s proposed rate design and its for amortization of costs for expenditures relating to Manufactured Gas
Plants. 2007

Case 06-M-0878 — National Grid and KeySpan Corporation - on behalf of the Counties of Nassau and Suffolk
analyzed the public benefit of the proposed merger, customer service, demand side management programs, rate
relief as it relates to competition and customer choice, the repowering of the existing generating stations on Long
Island, and the remediation of contamination caused by Manufactured Gas Plants. 2007

Docket No. 06-07-08 — Connecticut Water Company — On behalf of the Connecticut Department of Utility Control
examined the reasonableness of the utility’s proposed depreciation rates, revenue allocation and rate design. 2006

Docket No. EL07-11-000 — Vermont Transco -- on behalf of the Vermont Towns of Stowe and Hardwick, and the
Villages of Hyde Park, Johnson and Morrisville evaluated whether the proposed and subsequently abandoned
allocation of costs for the Lamoille County Project was reasonable and whether the direct assignment and rate
impacts of a proposed transmission line were with current policy of the Federal Energy Regulatory Commission.
2006

Case 05-5-1376 — Consolidated Edison — Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the method of allocating costs between the utility’s steam system and its electric system. 2006

Docket No. 06-48-000 — Braintree Electric Light Department — On behalf of the municipal utility presented an cost
of service study used to calculate the annual revenue requirement for a generating station that was deemed to be
required for reliability purposes. 2006

Case 05-E-1222 —New York State Electric and Gas Corporation — On behalf of Nucor Steel, Auburn, Inc. examined
the reasonableness of the utility’s proposed average service lives, forecast net salvage figures, and proposal to
switch from whole life to remaining life method. 2006

Docket No. 05-10004 — Sierra Pacific Power Company — On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility’s proposed electric depreciation rates and expense levels.
2006

Docket No. 05-10006 — Sierra Pacific Power Company — On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility’s proposed gas depreciation rates and expense levels. 2006

Docket No. ER06-17-000 —ISO New England, Inc. — On behalf of a group of municipal utilities in Massachusetts
prepared an affidavit on the reasonableness of proposed changes to the Regional Network Service transmission
revenue requirements rate setting formula. 2005

Case 04-E-0572 — Consolidated Edison — Electric Rate — On behalf of the County of Westchester testified to the
reasonableness of the Company’s revenue allocation amongst service classes and the company’s fully allocated
embedded cost of service study. 2004

Docket No. 04-02-14 — Aquarion Water Company — On behalf of the Connecticut Department of Utility Control
examined the reasonableness of the utility’s proposed depreciation rates, weather normalization proposal and certain
operation and maintenance expense forecasts. 2004

Docket No. U-13691 — Detroit Thermal, LL.C — On behalf of the Henry Ford Health Systems testified on the
reasonableness of the utility’s proposed default tariffs for steam service. 2004

Docket No. 04-3011 — Southwest Gas Corporation — On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility’s proposed depreciation rates and expense levels. 2004
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Docket No. ER03-563-030 -- Devon Power, LLC, et al. — On behalf of the Wellesley Municipal Light Plant filed a
prepared affidavit with FERC with respect the proposal of ISO New England, Inc. to establish a locational Installed
Capability market in New England. 2004

Docket No. 03-10002 — Nevada Power Company — On behalf of the Staff of the Nevada Public Utilities
1 Commission testified on the reasonableness of the utility’s proposed depreciation rates and expense levels. 2004

Case 03-E-0765 — Rochester Gas and Electric Corporation - Before the New York Public Service Commission
submitted testimony on rate design, rate unbundling, depreciation, commodity supply and reasonableness and
ratemaking treatment of proceeds from the sale of a nuclear generating plant. 2003

New York State Department of Taxation and Finance Versus Brooklyn Navy Yard Cogeneration Partners —
Testified on behalf of independent power producer in income tax case regarding tax payments associated with gas
used to produce electricity. Testimony focused on ratemaking policies and practices in New York State. 2003

Docket No. 2930 — Narragansett Electric — Before the Rhode Island Public Utilities Commission submitted
testimony on the reasonableness of the utility’s proposed shared savings filing and its implications for the overall
reasonableness of the Company’s distribution rates. 2003

Docket No. 03-07-01 — Connecticut Light and Power Company — Before the Connecticut Department of Public
Utility Control testified to the recovery of “federally mandated”” wholesale power costs. 2003

Docket No. ER03-1274-000 — Boston Edison Company — Before the Federal Energy Regulatory Commission
submitted affidavit on the reasonableness of the utility’s proposed depreciation rates and expense levels. 2003

Case 210293 — Corning Incorporated — Before the New York Public Service Commission submitted an affidavit on
certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in New York
and the utility’s billing practices as they relate to flex rate contracts. 2003

Case 332311 — Nucor Steel Auburn, Inc. — Before the New York State Public Service Commission submitted an
affidavit on certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in
New York and the utility’s billing practices as they relate to flex rate contracts. 2003

Case 6455/03 — Prepared affidavit for consideration by the Supreme Court of the State of New York as to the
purpose, need and fuel choice for the Jamaica Bay Energy Center (Jamaica Bay) as it related to good utility planning
practice for meeting the energy needs of utility customers. 2003

Case 00-M-0504 —New York State Electric and Gas Corporation ~ Reviewed reasonableness of utility’s fully
allocated embedded cost of service study and proposed unbundied delivery rates. 2002

Docket No. TX96-4-001 — On behalf of the Suffolk County Electrical Agency proposed unbundled embedded cost
rates for wheeling of wholesale power across distribution facilities. 2002

Case 00-E-1208 — Consolidated Edison: Electric Rate Restructuring — On behalf of Westchester County, addressed
reasonableness of having differentiated delivery services rates for New York City and Westchester. 2001

Case 01-E-0359 — Petition of New York State Electric & Gas — Multi-Year Electric Price Protection Plan —
Addressed reasonableness of Price Protection Plan (PPP); presented alternative rate plan that called for 20%
decrease in utility’s base rates. 2001

Case 01-E-0011 — Joint Petition of Co-Owners of Nine Mile Nuclear Station — Addressed the reasonableness of the
proposed nuclear asset sale and the ratemaking treatment of the after gain sale proposed by NYSEG. 2001
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Docket No. E1.00-62-005 —ISO New England Inc. — Submitted affidavit on reasonableness of ISO’s proposed
$4.75/kW/month Installed Capability Deficiency Charge. June 2001

Docket No. EL00-62-005 —ISO New England Inc. — Submitted affidavit on reasonableness of proposed
$0.17/kW/month Installed Capability Deficiency Charge. January 2001

Docket No. 2861 — Pascoag Fire District: Standard Offer, Charge, Transition Charge and Transmission Charge —
Testified on elements of individual charges, procedures for calculation and reasons for changes from previous filed
rates. 2001

Case 96-E-0891 — New York State Electric & Gas: Retail Access Credit Phase — On behalf of a large industrial
customer, testified on cost of service considerations regarding NYSEG’s earnings performance under the terms of a
multi-year rate plan and the appropriate level of Retail Access Credit for customers seeking alternate service from
alternate suppliers. 2060

Docket No. ER99-978-000 — Boston Edison Company: Open Access Transmission Tariff — Testified on design,
revenue requirement, and reasonableness of proposed formula rates proposed by Boston Edison Company for
calculating charges for local network transmission service under open access tariff. 1999

Docket Nos. 0A97-237-000, et. al. - New England Power Pool: OATT — Testified on design, revenue requirement,
and reasonableness of proposed formula rate for transmission service; testified to proposed rates, charges, terms and
conditions for ancillary services. 1999

Docket No. 2688 — Pascoag Fire District: Electric Rates — Testified on elements of savings resulting from
renegotiation of contract with wholesale power supplier and presented analysis that justified need for and amount of
base rate increase. 1998

New York State Department of Taxation and Finance Versus Zapco Energy Tactics Corporation — Testified on
behalf of independent power producer in income tax case regarding tax payments associated with electric
interconnection equipment. Testimony focused on policies and practices faced in doing business in New York
State. 1998

Docket No. 2516 — Pascoag Fire District: Utility Restructuring — Testified on manner and means for utility’s
restructuring in compliance with Rhode Island Utility Restructuring Act of 1996. Testimony presented a
methodology for calculating stranded cost charge, unbundled rates, and new terms and conditions of electric services
in deregulated environment. 1997

Case 94-E-0334 — Consolidated Edison: Electric Rates — Led Staff team in review of utility’s multi-year rate filing
seeking increased rates of $400 million. Directed team in review of resource planning, power purchase contract
administration, and fuel and purchased power expenses and testified on reasonableness of company’s actions
regarding buy-out of contract with an independent power producer and renegotiation of contract with another
independent power producer. Lead negotiations for multi-year settlement and performance-based ratemaking
package that resulted in a three-year rate freeze. 1994

Case 93-G-0996 — Consolidated Edison: Gas Rates — Testified on reasonableness of utility’s proposed depreciation
rates. 1994

Case 93-S-0997 — Consolidated Edison: Steam Rates — Testified on reasonableness of utility’s resource planning for
steam utility system. 1994

Case 93-S-0997 and 93-G-0996 — Consolidated Edison: Steam Rates — Testified on reasonableness of multi-year
rate plan proposed by the utility. 1994

Case 94-E-0098 — Niagara Mohawk: Electric Rates — Reviewed utility’s management of its portfolio of power
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purchase contracts with independent power producers for the reasonableness of recovery of costs in retail rates.
1994

Case 93-E-0807 — Consolidated Edison: Electric Rates — Testified on rate recovery mechanism for costs associated
with termination of five contracts with independent power producers. 1993

Case 92-E-0814 — Petition for Approval of Curtailment Procedures — Testified on methodology for estimating
amount of power required to be curtailed and staff’s estimate of curtailment. 1992

Case 90-S-0938 — Consolidated Edison: Steam Rates — Testified on reasonableness of utility’s embedded cost of
service study, and proposed revenue re-allocation and rate design. 1991

Case 91-E-0462 — Consolidated Edison: Electric Rates — Implementation of partial pass-through fuel adjustment
incentive clause. 1991

Case 90-E-0647 — Rochester Gas and Electric: Electric Rates — Analysis and estimation of monthly fuel and
purchased power costs for use in utility’s performance based partial pass-through fuel adjustment clause. 1990

Case 29433 — Central Hudson Gas and Electric: Electric Rates — Analysis of utility’s construction budgeting
process, rate year electric plant in service forecast, lease revenue forecast, forecast and rate treatment of profits from
sales of wholesale power and estimation of fuel and purchased power expenses for use in the utility’s partial pass-
through fuel adjustment clause. 1987

Case 29674 — Rochester Gas and Electric: Electric Rates — Review of utility’s historic and forecast O&M
expenditure levels forecast and rate treatment of profits from wholesale power, and estimation of fuel and purchased
power expenses, and price out of incremental revenues from increased retail sales. 1987 ‘

Case 29195 — Central Hudson Gas and Electric: Electric Rates — Review of utility’s construction budgeting process,
analysis of rate year electric plant in service, forecast and rate treatment of profits from sales of wholesale power,
and estimation of fuel and purchased power expenses. 1986

Case 29046 — Orange and Rockland Utilities: Electric Rates — Testified on the reasonableness of the utility’s
proposed depreciation rates and expense levels. 1985

Case 28313 — Central Hudson Gas and Electric: Electric Rates — Review of utility’s construction budgeting process;
analysis of rate year electric plant in service forecast; review of rate year operations and maintenance expense
forecast; forecast and rate treatment of profits from sales of wholesale power; estimation of fuel and purchased
power expenses. 1984

Case 28316 —Rochester Gas and Electric: Steam Rates — Price out of steam sales including the review of historic
sales growth, usage patterns and forecast number of customers. 1984

PRESENTATIONS

National Association of State Utility Consumer Advocates Annual Conference, 2008 — Speaker on a case study of
“Smatt Metering”

| Multiple Intervenors Annual Conference — What Will Impact Market Prices? 1998, Syracuse, New York — Speaker
on the impact that deregulation would have on market prices for large industrial customers.

IBC Conference — Successful Strategies for Negotiating Purchased Power Contracts, 1997, Washington, DC —
Speaker on NY power purchase contract policies, ratepayer valuation, contract approval process and policy on
recovery of buyout costs.
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Gas Daily Conference — Fueling the Future: Gas’ Role in Private Power Projects, 1992, Houston, Texas — Panel
member addressing changing power supply requirements of electric utilities.

MEMBERSHIPS/ASSOCIATIONS

Member Municipal Electric Utility Association, Northeast Public Power Association and New York State ISO.
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ARIZONA PUBLIC SERVICE COMPANY
TOTAL COMPANY
ADJUSTED TEST YEAR INCOME STATEMENT
TEST YEAR ENDED 12/31/2010
(Thousands of Dollars)
Total Company
Actual Test Year
For The Results After
Line Test Year Proforma Proforma Line
No. Description Ended 12/31/2010 (a)  Adjustments (b)  Adjustments (c) No.
A) (B) (C)
Electric Operating Revenues
1. Revenues from Base Rates $ 2,946,463 $ 10,040 $ 2,956,503 1.
2. Revenues from Surcharges 71,530 (71,530) - 2.
3. Other Electric Revenues 162,814 (25,965) 136,849 3.
4. Total 3,180,807 (87,455) 3,093,352 4.
Operating expenses:
5. Electric fuel and purchased power 1,046,815 (18,292) 1,028,523 5.
6. Operations and maintenance excluding fuel expenses 900,372 (188,348) 712,024 6.
7. Depreciation and amortization 406,632 (22,259) 384,373 7.
8. Income taxes 175,440 68,598 244,038 8.
9. Other taxes 134,467 18,191 152,658 9.
10. Total 2,663,726 (142,110) 2,521,616 10.
11. Operating income 517,081 54,655 571,736 11.
Other income (deductions):
12. Income taxes 4,975 = 4,975 12
13. Allowance for equity funds used during construction 22,066 - 22,066 13.
14. Other income 8,956 - 8,956 14.
15. Other expense (15,859) - 15,859 15.
16. Total 20,138 = 20,138 16.
17. Income before interest deductions 537,219 54;655 591,874 17.
Interest deductions:
18. Interest on long-term debt 205,209 = 205,209 18.
19. Interest on short-term borrowings 8,267 - 8,267 19.
20. Debt discount, premium and expense 4,559 = 4,559 20.
21. Allowance for borrowed funds used during construction (16,479) - (16,479) 21.
22. Total 201,556 - 201,556 22,
23. Net income $ 335,663 $ 54,655 $ 390,318 23.
Supporting Schedules: Recap Schedules:
(a) E-2 (c) RUCO A-2
(b) RUCO C-2
Schedule C-1
Page 1 of 1
APS14943
Page 1 0f 2




|
ARIZONA PUBLIC SERVICE COMPANY
ACC JURISDICTION
ADJUSTED TEST YEAR INCOME STATEMENT
TEST YEAR ENDED 12/31/2010
(Thousands of Dollars)
ACC Jurisdiction
Actual Test Year
For The Results After
Line Test Year Proforma Proforma Line
No. Description Ended 12/31/2010 Adjustments (a):  Adjustments (b) No.
A )] ©)
Electric Operating Revenues
1. Revenues from Base Rates $ 2,862,997 $ 10,040 $ 2,873,037 1.
2. Revenues from Surcharges 71,238 (83,800) (12,562) 2.
3. Other Electric Revenues 146,808 (25,795) 121,013 3.
4. Total 3,081,043 (99,555) 2,981,488 4.
Operating expenses:
5. Electric fuel and purchased power 1,021,577 {18,272) 1,003,305 5.
6. Operations and maintenance excluding fuel expenses 1,000,134 (187,542) 812,592 6.
7. Depreciation and amortization 358,023 (26,248) 331,775 7.
8. Income taxes 150,805 62,318 213,123 8.
9. Other taxes 114,221 15,415 129,636 9.
10. Total 2,644,760 (154;329) 2,490,431 10.
11. Operating income 436,283 54,774 491,057 11.
Other income (deductions):
12. Income taxes - - - 12.
13. Allowance for equity funds used during construction - - - 13.
14. Other income - = - 14.
15. Other expense - - - 15.
16. Total - - - 16.
17. Income before interest deductions 436,283 54,774 491,057 17.
Interest deductions:
18. Interest on long-term debt - - - 18.
19. Interest on short-term borrowings - - - 19.
20. Debt discount, premium and expense - - - 20.
21. Allowance for borrowed funds used during construction - - - 21.
22. Total - - - 22,
23. Net income $ 436,283 $ 54,774 $ 491,057 23.
Supporting Schedules: Recap Schedules:
(a) RUCO C-2 (b) RUCO A-1
Schedule C-1
Page 1 of 1
APS14943
Page 2 of 2




ARIZONA PUBLIC SERVICE COMPANY
ACC JURISDICTION
ADJUSTED TEST YEAR INCOME STATEMENT
TEST YEAR ENDED 12/31/2010
(Thousands of Dollars)

ACC Jurisdiction

Actual Test Year
For The Results After
Line Test Year Proforma Proforma Line
No. Description Ended 12/31/2010 Adjustments (a):  Adjustments (b) No.
A (B) (&)
Electric Operating Revenues
1. Revenues from Base Rates $ 2,862,997 $ 10,040 $ 2,873,037 1.
2. Revenues from Surcharges 71,238 (83,800) (12,562) 2.
3 Other Electric Revenues 146,808 (25,795) 121,013 3.
4. Total 3,081,043 (99,555) 2,981,488 4.
Operating expenses:
5 Electric fuel and purchased power 1,021,577 (18,272) 1,003,305 5.
6 Operations and maintenance excluding fuel expenses 1,000,134 (187,542) 812,592 6.
7. Depreciation and amortization 358,023 (26,248) 331,775 7.
8. Income taxes 150,805 62,318 213,123 8.
9 Other taxes 114,221 15,415 129,636 9.
10. Total 2,644,760 (154,329) 2,490,431 10.
11. Operating income 436,283 54,774 491,057 11.
Other income (deductions):
12. Income taxes - - - 12.
13 Allowance for equity funds used during construction - - - 13.
14. Other income - - - 14.
18. Other expense - = - 15.
16. Total - - - 16.
17. Income before interest deductions 436,283 54,774 491,057 17.
Interest deductions:
18. Interest on long-term debt - - - 18.
19. Interest on short-term borrowings - - - 19.
20. Debt discount, premium and expense - . - 20.
21. Allowance for borrowed funds used during construction - - - 21.
22, Total - - - 22.
23. Net income $ 436,283 $ 54,774 $ 491,057 23.
Supporting Schedules: Recap Schedules:
(a) RUCO C-2 (b) RUCO A-1
Schedule C-1
Page 1 of 1
APS14943

Page 2 of 2




RUCO Schedule C-2
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RUCO Fair Value Increment




kA wN S

© ® N

— =
- O

12.
13.
14.

15.
16.
17.
18.

19.

Calculation of Fair Value Increment

Adjusted Test Year Capital Sructure
Long-Term Debt

Preferred Stock

Common Equity

Short-Term Debt

Total

Qapital Sructure with 1.5%FV Increment
Long-Term Debt

Preferred Stock

Common Equity

Short-Term Debt

. FVRBIncrement

Total

Fair Value Increment Qalculation
Rate Base

Rate of Return

Required Operating Income

Adjusted Operating Income
Adjusted Operating Income Deficiency (line 14 - line 15)

Revenue Conversion Factor
Increase in Base Revenue Requirements (line 16 * line 17)

Fair Value Increment

Amount % Cost Rate Weighted Avg
$ 3,382,856 46.06% 6.26% 2.88%
- 0.00% 0.00% 0.00%
3,961,248 53.94% 10.00% 5.39%
- 0.00% 0.00% 0.00%
$ 7,344,104 100.00% 8.27%
Amount % Cost Rate Weighted Avg
$ 3,382,856 46.06% 4.08% 1.88%
- 0.00% 0.00% 0.00%
3,961,248 53.94% 7.82% 4.22%
- 0.00% 0.00% 0.00%
- 0.00% 0.00% 0.00%
$ 7,344,104 100.00% 6.10%
Fair Value Original Cost
$ 8,050,131 $ 5544426
6.10% 8.27%
$ 491,058 $ 458,524
$ 491,057 $ 491,057
$ 1 $ (32,5633)
1.6532 1.6532
$ (0) $ (53,785)
$ 53,784
APS14948

Page 1.0of 1




RUCO Cash Working Capital

Adjustment




o | ebeg
véplSdy

ZE6¢ [ Gven § Yl ¢ (eeZY 8 [ T T T Temn. s o 3 vioL 09
T 85
= - YOV L - - =D - - Q3ZINOYHONAS - ISNIdX3 1STU3INI 85
s
- - 516 - - - - - Y101 95
- - = - = B - - SAXYLISIHONYAY 55
- - 5 - - - - - SIXVLSIWS b5
E - si6 - - - - - SAXVLAL¥IHONd €5
SAXVL YIHLO 2§
— 15
Taien) BE8C Te8eZ) [ €N ZeT REER) 652 Tvi0L 05
B 98¢ T8EEE) SIELL - [53 B 8SL Q3y¥3daq ey
(zeg) - Qi - (v1) - (208) - avis e
f1esy) - (ove'e) - (vo) - {ose'2) - TIvuaaad pid
IINJH¥ND  ov
:$3XVL INOONI SF
[
‘ 2v62) 6hvE (avg'ee) - Teze) = - TviOoL €
T < T = o B B - LS O34 7 SISSOT JONd 40 LHOWY  Z¥
- (2987 e {ove'ee) - (e2e) - - NOILYZILYOWY ¥ NOLLVIO3¥d3d i¥
Y or
5587 - SE6°) - 761 - Tesg 22D Tewel) TWLOL 6
B - B - 26V - TesTzn Tere ) WIHIO  8€
- - - - - - - - FONVHNSNI  J€
. - - - - - - - LMOWY NIVO S IA¥3A 0TV 9
- - - - - - - - 3ISVITIGHINOTVD  SE
< - - - - - - - SINIH QIVd3Nd  bE
3 - - - - - - - SINIY €€
- - - - - - - - S3ISNIOMIIOHIAAIVAINd  2E
- - E - - - - - SINIWAYD 3SYI1310HIA L€
= - ER - - - - - S37ddNS T STVI¥ALYW O
: - s - - - - - SIXVLTIONAVY 62
< - & - - - - - S143NIE ITA0TNI 82
- - o - - - - - 93dOANYNOISNId  £Z
g - g - - - - - (NOISN3d $30n10X3) IONVEIA3S 82
- - - - - - - - NOILYSNIJWOONOOLS ST
i - 5 - - - - - 3NINIONI ¥
sou'p - Sea'l - - - - - TIO¥AVd €2
‘FONYNILNIVIA ® SNOILYNIJO ¥3HIO 22
iz
: Ty T - - - Tioz'e) - [3MOd Q3SYHOUNd ONV T3N3 TVLOL 02
T T 8
ST - = - T - (7740 - SNYYL 7 ¥IMOd QISYHOUNd TVL0L B
e B < - = - - - SYUIHLO AG NOISSINSNVHL LI
: - : - - - - - WILSNFAY ATddNS HIMOd Ot
< - . - - - - - WIN¥3IMOd St
, 4 - - - - - (10z'8) - ¥3IMOd G3SYHOUNd ¥
i
- Toez ) N e = = - - - 3N VL0L T
T [
B Teten Triemme B - - - - 73N ¥vITONN WI0L  OF
" R 7> a— Treniniin B - - - = 1304 IN3dS 6
- N E - - - - - NOILYZILYOWY &
H MVIONN - 2L
- . - - - - - - 01204 9
i . g - - - - - ONNONYH S
| e - < - - - - - STUNLNA ONY LW SYD ¢
& - : : - - - - - SYOIVHNLYN €
- E3 - s 2 $ - s - $ - $ - $ - H Wwoa  z
‘NOILYHINIO OlM19313 HO4 13nd L
, {n) ) ) ()] ) (€] () )
F T LT ~——omoL T 53 [®0L —mor "55 (6901 B3 (@61 "50 1801 NOILdI#083d EL
Apras sysodeq esuemcgesiq uogezIowyY
209 Suonippy Juejs 0L02- esusdxy Jewasng KicyenBay uogeipawtay
9suadx3. (#n4 Juedg pus Jea)\}seiis0d uogeioaideq uo ssuedxy ¥ Hun xueoy4 sofleyoing iesp opeeg
HoMed jeniuy Buuossiuwoseq uogerenss Hos Inipy Isaau| spriau) 50/ apnjowy 1301 BAoway Jieg srcwey
14 o 9 5 14 € z 3
{83v1100 40 SANVSNOHL}

0LOZ/LE/TL 3ANT HY3A 1S3
$ISOHNG IMD HOH SINIWLSACTY YWHOS O INGWALYAS TWOON|
IOAUIS ONANG YNOZHY




10z efieg

LbebLSdy
Gzl B 825 s SiT| s Ove) S 952°¢ 3 0597 B Tovs) 5 [T0)] 3 0504 3 Tose o8 3 6267 H
- - - 96€] - - - - < Tevios] -
— - — EBCR e PR
- i 3 - - - - SICIL - -
- - - s - - . B LYt - -
[(F4)) Tesve) Tzee) 951 zig) 611 €5€E 0997 Toz89) 29I'€T T6ITE)
- Tesve) cee) = - - £SE T6L - - [T543)
(4] - - Jid (€26) S0 - - {9611} oLy -
(aon) - - 6zl ¥s2'1) zer't - et {gza'e) 265'61 -
- - 201 < - = 568 5 = g T
- - 01z . - - (ce8) - - - -
- ovZ8 - z €6ES (Z6EY) - T2eL'9) B - srL'e
- - - G TEES 266 - B T - -
- ovL'® - - - - - - - - L1281
- - - = - - - (zes's} o - -
: - - - - - - - - - : - -
- H - 3 - H - H - $ - s - $ - $ . 3 - 4 - $
{nn) (ss) {(ov) {00), OIR) (] (33) (09) (vv) W ')
0D 151 ‘o0 1§01 B ERITTT "e31HOL “03 1oL 50 1=0L o5 TEoL 00801 o3 SI0L oD (=MoL
SEWI04 Ol $00 uogezIucyouds
senusasy |eusjaq saNeg J0 1567 Jaoy adsueusuEl Buunissiuoseq amvadxy ysesequyesuedxy
JuswyoeRY 340 pue uDQeZROURY uEo] jeudes BLIyIoAA: JesjonN esusuguUEl sseox] Suny uogezyowy xe| Apadoyg xe] S)Yeusg sehoduiy
Sjod sZijewWIaN UOISUSH eZRIoWY D3Md Brcley yses jenipy BzZiRULION #8304 BZYEULION SPRYD ezoWy SOURIOASS sTyEnluy: BUWIOOU} 9ZYLULION eZ)jewsoN
vz £2 £« 4 j4 8} 81 k13 sl 4% £ k43

{51100 40 SONVSNOHL)
0LO2/LE/ZE GIONS ¥YIA 1531
SASOdYNG OMD YO SINIWLISNNAY YINNOL Odd ANZWALYLS INOONI
30ANIS ONANd YNOZAY

WLOL
JIZINOHHONAS ~ ISNIX3 LSIYILNI

VLOL
$3XVL ISIHONVYI
$3XVL SIvS
SIXVL ALYIONd
‘93XVL H3HLO

vioL
Qa3¥¥3330
3lvls
vH3aaad
ELE L]
‘S3XV.L INOONI

IvioL
INLS 934 7 $35S071 dO¥d 40 LICWY
NOLLYZILHONY 7 NOLLVIDIYd3A

TvioL
HIHLO
FONVENSNI
LMOWY NIVO VS 3Q43A 0V
39v3130¥3A 0Tvd
SINIY alvd3nd
SINIY
SISN301TITOHA QIvdINd
SLININAYd 3SVIT TT0H3A
$317ddNS * SIVI¥ALYIW
S3XVL TIONAVd
S114INIE FIA0 1IN
9340 ANV NOISN3d
(NOISNId $30N10X3) IONVHIAIS
NOILVSNIJWOO Y201S
IALLNAONI
TIO¥AVd

IONVNILNIVW 7 SNOILVY3dO ¥3HLO

13MOd Q3SYHOUNd ONV 13Nd Tvi0L

SNVAL ¥ ¥3MOd J3SVHOUNC TVLOL
SH3HLO A NOISSINSNYAL
HILSNNQY AlddNS ¥IMOd

WL ¥IMOd
¥IMOJ T3SYHOUN

J3and vioL

13N ¥YITONN V1oL
13n3 IN3IdS
NOLLYZILNOWY

HYAT0NN

0 73nd

ONITANYH

SIYNLNA ANY WIW SV

INOLLYYINIS OIH L0313 ¥4 13Nnd

NOILdI¥OS3Q




¥ jo ¢ ofied
2v6Y1SdY

(AT 990’4, 3 Tesc)) s 88 s [x) 3 (e26'19) $ 69980l § zsee) 3 18r'z) $ (€152) 3 (e1's) S IioL 09
65
TI6E'es) - = ¥ - - < - = - - - JIZINOMHONAS - ISNIdX3 1SIHIINI 85
5
16180 = = - - - - b - - - IVIOL 8%
- - < = - = - = - - - $3IXVLISIHONVEA S8
- = - - - - - - - - - SIXVLSITVS . ¢S
16181 - . - - - - - - - - SAXVLALYIJONd €5
SIXVLHIHIO 25
_ 15
0Z0'LL €D e [C1%4) 1652 Tizoy < ogar Tesed) 806V SSEE VIOL 05
7 < o - - 71Z0y Te6820) - Tesed) 8067 SSET Q3y¥333a 6v
€iZel (zzi) svi (8g) Sy - g 180T - - - alvis 14
680'29 {pds) €69 (V7] 260T - £6'68 ogszL - - - LLCELEE] iy
AN¥INO s
:$3XV1 INOONI 5P
W
{6522 b T T - - - - Eaa = - - VIOl £
- T TR B < - B ey - B - 1N1S O34 ? SISSOT JONd JO LUOWY  Z¥
(e52'22) : < - - - - = - - - NOILYZILNOWY ¥ NOIVIOINAId 4v
oF
TiesZa1) zal'y T6z1z) - - - Z6v's) S Vb Gzvel) (2ev's) Ti0L 6
F10v81) 2877 T6zi ) B - - Usve) ES 3 - - ¥IHIO 8¢
- = - - - - - - - - - JONVHNSN L€
- - - - - - - £ - - - 1MOWY NIVD ¥S 3043A OTVd 9
- - - - - - - - - - - 3SVI1AAUIAQTYY 6
- = s - - - - s - - - SINI¥ QlVd3Nd  vE
- B - - - - - B - - - SIN3N €€
- - - - - - - - - - - $3ISNIONIIDHIAAIVAINd  ZE
- - - - - - - < - - - SINIWAVA 3SVATIT0HIA  LE
- - s - - - - S - - - S3tTddNS  STMMALYIW 0
- - 2 - - - - s - - - S3XVLTIONAVd 6T
- - - - - - - - - - - SL43IN3E FIAOTINT 8T
08c's i - - . - - - - - {zer's) 9340 ONYNOISN3d 22
(zes's) - = - - - - - - - - (NOISN3d $30N10X3) 3ONvHIAIS 82
(izv'zy) - - - - - - - - Gzv'zi) - NOILYSNIJWOO MOOLS 52
- . . - - - - = - - - ININSONI  ¥2
, 0622 o = - - - - < - - - TIO¥AVd  £T
JONYNILNIVIV ? SNOLLYS3dO ¥3HIO 2T
iz
TeR08) i o iamoin 513 3 o610 SOLSLL e - - - 13MOd G3SYHOUNd ONV 13N4 YL0L 02
[
Tee9) s - - - TosL 101 LI {o01%1) - - - SNVYL ? §IMOd QISYHOMUNd TVLOL 81
Tvs . T o oo TR T T < = e = = R SYIHLO AG NOISSINSNVYL 2}
2l€°€t - : - - {082'101) 29L'5LL - - - - YILSNrav Alddns ¥3mod o
N i - - . - - - - - - AN NIMOd  S)
(re2'v2) . = - - - - {ees'al) - - - HYIMOJ QISYHIUNA  ¥I
€l
G N i 52 GOBE - = BEe 0 = R T3N3 VIOL T
T Gt e 1
T T omrm—— 5 = T - VilE < = = T3N4 ¥YI10NN W1OL 0L
TeeZyy T TTETTIITT Utreeeo o g = g B T B - - 9304 LN3dS 6
L8 - s - - - - vize - - - NOILVZILNOWY &
WYIONN L
R B - - R - - N - - - Yo1and 9
| (6e1) s - - - - - (se1} - - - ONNONYH  §
, M 5 - - . - - 5 - - - SIUNLNA ONYWLWSYD ¢
(0s6'92) - - esz 606 - - (zii'es) - SVOIVYNLYN €
e89'ap $ b $ - s - $ - H - $ - $ asz'sy $ - $ - $ - $ Wos  Z
NOILVH3NIO OINLOF1Z¥O4 13N |
(000) (NN (W) Honi) o) {999) (333) {590} (vvy) (%)) ()
EEIEEN e B0L 0D 1801 001801 ELICTN KR "0D IjoL o™l EEIEE ‘e ®oL 0oL NOILdI¥OS3A aNn
aey sjeruaoy Jepepn sYeusg
BI04 SN -y e Ysed uogezRIoWY swey Ul Jusuieney
(€) siueunsnipy 1 papnioxsy suoppuoy -upN pue esuadx3 fen4 paueq snasuegeosiyy aagnoex3
JULLUNES SWooU) Sy IMUI0SUBI] ‘sesuedxJ Josloid SjeneT Jawiaysny JoApeap [on4 passsaq pue enuaney 10 peseydIng pue pousd uogesuedwo) 1eueweyddng
leoL dn-das ouky Qi epnioxsy ezienuuy ezgewon §E6) 1894 1991 YSd JERAISSL pueeny eseg 10IN0 SACWaY Yoo enowey shawey
5t 1+ v (3 e o [:14 74 F1d 124 |74
(S3Y1100 20 SONYSNOHL)
DLOZ/LEZE QIAND MY3A LS3L

$3S0d¥Nd OMO ¥O4 SINFWLSNFQY YN0 Odd INIWALYLS IWOONI
F0IAUIS BN YNODAY




plopofing
LrerLSdy

(2s2) s0u0u] PRZNOIYOUAS
%EET 1960403300
Ceed § vioL 09
65
2058 0vZ651'0-  JIZINONHONAS - ISNIdX3 LSTNIINI 8
8
rvael Ti0L 95
- azelolo SAXVLASIHONVES S5
- 0151900 SIXVLSIWS  v5
bro's) 0Li8Lr0- SAXVLIALYIMONd €5
$IXVLYIHIO 2§
15
TSva) WLlOL 0§
- 0000000 qyIIIC 6
{ga8) 0EVY20°0- 3LVIS 14
(199'¢) 0.6850°0- ve3aad
JANTWAND oy
1$IXVLINOONI S
"
- WLOoL e
- 0000000 INLS 934 7 S3ISSOT JOYd 40 LHOWY Z¢
- 0000000 NOILVZILYOWY B NOILYIO3NdZa |¥
or
(G00) IOl BE
(7253 0z18200 ¥3HIO  BE
- 0000000 FONVENSNE &
- 0000000 LMOWY NIVO VS 3QY3A 0TV 9¢
- OSELIZ O~ 3SYATIONIAOWY  SE
. 0000000 SINIY QiVd3dd  vE
- 0570200 SINFY €€
- 000000°0 $3SNITIIOHIA AIVdINd - ZE
- 0ov0290°0 SINIWAVA ASVAT1TTOHIA 1€
- 0B25£0°0 $3NddNS ? SNV 0F
- 0025000 SAXVL TIONAVd 62
- 0802800 SU43NIS IIA0NNT 82
@) 05Z000°C- €340 ANV NOISNId . /2
173 0080110~ (NOISN3J S30NTOX3) IONVHIAIS 92
- 0000000 NOILYSNIdWOD 3D01S ST
- 01YSPSO- ANINIONI  ¥2
vzy 0152900 TIO¥AVd €2
JONVNILNIVW  SNOLLYYIO ¥3HLO ZT
1z
(G [3MOd g3SYHONNd ANV 13N4 V0L 02
18
622 SNYNL 7 ¥3MOd Q3SVHONNd TV10L 81
(6] 0021000 SN¥3HLO AB NOISSINSNYNL LI
- 0000000 HILSNrQY A1ddNS ¥IMOd 91
- 0000000 WiW ¥3mod | St
(0z2) 068800°0 ¥IMOd G3ISVHONNd 71
€1
58 734 wLoL zk
W
25V 73nd ¥v3190N W10L 01
53 0688010~ 13N4IN3dS 6
- 0000000 NOILVZILYOWY  ®
- WYIIONN L
- 0062000~ noENA 9
] 015290°0 ONIMANVH S
- 0000000 SIUNLNS ONY WEW SVD ¢
(v88) 0024100 SYDWNNLYN £
125 s 0Z8010°0 wos  Z
:NOILYN3ANIO OI419T13¥04 134 ¢
(000}
oD 1m0 Ta5e] OMO NOILdI¥0S3a EN)
Jusugsnipy
OMO 1oL 19984 OMD
B P

{S¥VTI0Q 40 SANVSNOHL)
0102/}/24 GIONT ¥VIA 1531
$360d¥Nd DMO ¥O= SININLSNITY YNO4 Odd LNIWILYLS INOONI
IONNIS BN YNOZIY




RUCO Pro-Forma Income Tax

Calculation and Interest Expense

Synchronization




ARIZONA PUBLIC SERVICE COMPANY
Detail of Pro Forma Adjustment to Operating Income as Shown on Schedule C-2, page 5, column 13
Total Company
(Thousands of Dollars)

PRO FORMA ADJUSTMENT: INCOME TAXES

Line

No. Description Amount RUCO
1. Operating Income Before Income Tax $ - $ -
2. Interest Expense and Other Net Deductions (60,142) (57,259)
3. Taxable Income - -
4. Income Tax at 39.51% JCL_WP25 page 2 [A] 23,762 22,623
5. Deferred Tax - -
6. Operating Income After Tax $ (23,762) $ (22,623)

JCL_WP25

Page 1 of 2
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ARIZONA CORPORATION COMMISSION
STAFF'S TWENTY FIFTH SET OF DATA REQUESTS
REGARDING THE APPLICATION TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP A JUST AND REASONABLE RATE OF RETURN

DOCKET NO. E-01345A-11-0224
OCTOBER 25, 2011

Staff 25.15: Four Corners Reclamation costs. Refer to JCL_WP32 and Mr. La

Benz’ direct testimony at pages 28-29.

a.
b.

Provide the August 2010 Marston study.

Please confirm that APS’ request for Four Corners Coal
Reclamation costs is based on a four year amortization,
wherein, as shown on JCL-WP32, page 27, APS proposes to
amortize $25,122,294 over four years starting on July 1,
2012. If this is not accurate, explain fully.

Please provide the documents and orders upon which APS
has relied for its assumption that the Four Corners Units 1-3
reclamation costs will be incurred from July 1, 2012 through
June 30, 2016.

Please explain fully why the reclamation for Four Corners
Units 1-3 cannot be done at the same time as the
reclamation for Four Corners Units 4 and 5.

Please provide a calculation, similar to JCL_WP32, page 2 of
7, but which escalates the reclamation costs for Four Corners
Units 1-3 through 6/30/2038 and bases the annual
amortization amount on a 26 year amortization, similar to
the reclamation cost amortization for Four Corners Units 4-5.

Are the mines and source of coal from BHP Billiton the same
for Four Corners Units 1-3 and Four Corners Units 4-5? If
not, please explain.

Please identify the coal source/mines, ¢ ontract(s), a nd
annual purchase tonnage commitments for each such
contract in place during 2010 to serve Four Corners Units 1-
3.

Please identify the coal source/mines, contract(s) and annual
purchase tonnage commitments for each such contract in
place during 2010 to serve Four Corners Units 4-5.

Please identify and explain how the coal source/mines,
contract(s), and annual purchase tonnage commitments for
each current coal supply contract currently serving Four
Corners Units 1-3 and Units 4-5 would be affected by the
retirement of Units 1-3 and extended operating life of Units
4-5.

Would any of the coal supply currently serving Four Corners
Units 1-3 be used or usable to supply Four Corners Units 4-5
if the useful life of Units 4-5 is extended through 20387 If
not, explain fully why not. If so, please explain how that
would occur.

Witness: Jay La Benz
Page 1 of 5




Four Corners Coal Reclamation Exhibit__FWR-4
Pro Forma - Regulatory Liability

Units 1-3 Units 4-5 Total

1 Marston Study Final Reclamation Direct Costs * $ 52,151,708 $ 18,516,490 $ 70,668,198
| 2 Marston Study Final Reclamation Indirect Costs’ 6,996,544 2,484,127 9,480,671
} 3 Taxes & Royalties ((Line 1 + Line 2) * 19.753%) g1’ 11,683,259 4,148,147 15,831,406

4 Total Final Reclamation as of 12/31/2010 70,831,511 25,148,764 95,980,275

5 Escalated Total Final Reclamation? AtY 73,959,382 49,593,293 123,552,675

6 Actual amount accrued through mid 2012 B1Y 48,837,088 17,339,633 66,176,721

7 Amount to be recovered as of 7/1/2012 25,122,294 32,253,660 57,375,954

8 Rate Recovery 4-26 years (7/1/2012-6/30/2038 (Line 6 / 4 and 26))* 6,280,573 1,240,525 7,521,099

(Recovery period reflects term of the BHP coal contract)
9 Less Test Year Expense A1 963,011 341,917 1,304,928
10 Pro Forma Adjustment $ 5,317,563 § 898,608 $ 6,216,171 A1

*  APS' share of Four Corners Units 1-3 is approximately 30% and 10% for Units 4-5 of the total August
2010 Marston study.

2 Escalation calculated at 2.5% as of 1/1/2011 through 9/30/2012 for U 1-3 and through 6/30/2038 for U 4-5

*  Four Corners Units 1-3 have a 4 year recovery period and account for approximately 74% of the costs.
Four Corners Units 4-5 have a 26 year recovery period and account for approximately 26% of the costs.

JCL_WP32
Page 2 of 7




ARIZONA CORPORATION COMMISSION
STAFF’'S TWENTY FIFTH SET OF DATA REQUESTS
REGARDING THE APPLICATION TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP A JUST AND REASONABLE RATE OF RETURN

DOCKET NO. E-01345A-11-0224
OCTOBER 25, 2011

Staff 25.15: Four Corners Reclamation costs. Refer to JCL_WP32 and Mr. La

Benz’ direct testimony at pages 28-29.

a.
b.

Provide the August 2010 Marston study.

Please confirm that APS’' request for Four Corners Coal
Reclamation costs is based on a four year amortization,
wherein, as shown on JCL-WP32, page 27, APS proposes to
amortize $25,122,294 over four years starting on July 1,
2012. If this is not accurate, explain fully.

Please provide the documents and orders upon which APS
has relied for its assumption that the Four Corners Units 1-3
reclamation costs will be incurred from July 1, 2012 through
June 30, 2016.

Please explain fully why the reclamation for Four Corners
Units 1-3 cannot be done at the same time as the
reclamation for Four Corners Units 4 and 5.

Please provide a calculation, similar to JCL_WP32, page 2 of
7, but which escalates the reclamation costs for Four Corners
Units 1-3 through 6/30/2038 and bases the annual
amortization amount on a 26 year amortization, similar to
the reclamation cost amortization for Four Corners Units 4-5.

Are the mines and source of coal from BHP Billiton the same
for Four Corners Units 1-3 and Four Corners Units 4-57? If
not, please explain.

Please identify the coal source/mines, contract(s), and
annual purchase tonnage commitments for each such
contract in place during 2010 to serve Four Corners Units 1-
3.

Please identify the coal source/mines, contract(s) and annual
purchase tonnage commitments for each such contract in
place during 2010 to serve Four Corners Units 4-5.

Please identify and explain how the coal source/mines,
contract(s), and annual purchase tonnage commitments for
each current coal supply contract currently serving Four
Corners Units 1-3 and Units 4-5 would be affected by the
retirement of Units 1-3 and extended operating life of Units
4-5.

Would any of the coal supply currently serving Four Corners
Units 1-3 be used or usable to supply Four Corners Units 4-5
if the useful life of Units 4-5 is extended through 20387 If
not, explain fully why not. If so, please explain how that
would occur.

Witness: Jay La Benz
Page 1 of 5




Staff 25.15:

Response:

ARIZONA CORPORATION COMMISSION
STAFF'S TWENTY FIFTH SET OF DATA REQUESTS
REGARDING THE APPLICATION TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP A JUST AND REASONABLE RATE OF RETURN

k.

DOCKET NO. E-01345A-11-0224
OCTOBER 25, 2011

Will the coal supply contract for Four Corners Units 4-5 be
extended or renegotiated if those units operate through
2038.

Refer to JCL_WP32, page 2 of 7. Please provide notes 4 and
5, which are referenced on lines 5 and 6, and on line 9,
respectively.

. Why has APS used a 2.5% escalation rate on JCL_WP32,

page 2 of 7 for Four Corners coal reclamation costs, but a
2.0% escalation rate on Exhibit REW-2, Statement G, page
70 for dismantlement costs?

Provide all support APS relied upon for the 2.5% escalation
rate on JCL_WP32, page 2 of 7.

For each contract for coal supply serving Four Corners,
please identify the coal contract provisions that relate to
reclamation costs.

Please provide the excerpts of the coal contracts for the
provisions that relate to reclamation costs, identified in part
0.

Will the coal reclamation work be done by APS employees or
contractors? Explain.

Has APS issued any RFPs or solicitations related to Four
Corners Units 1-3 coal reclamation work? If not, explain
fully why not. If so, please identify and describe the RFPs
and solicitations, indicate when they were issued, and
explain whether APS has received any responses.

Please refer to APS’s response to Pre-filed 1.29 APS14149.

Yes, for the Four Corners Units 1-3 portion of Coal
Reclamation costs, APS proposes to amortize $25,122,294
over four years starting on July 1, 2012.

Assuming that Four Corners Units 1-3 will cease operations
at the end of the current coal contract, that will occur by July
6, 2016, APS is under a contract with BHP, which requires
APS to fund to BHP the final reclamation costs related to the
closing units prior to final closure of those units. Please see
the relevant portion of the BHP contract attached as
APS14980. Please note the attachment is confidential and is
being provided pursuant to an executed protective
agreement.

Witness: Jay La Benz
Page 2 of 5



ARIZONA CORPORATION COMMISSION
STAFF'S TWENTY FIFTH SET OF DATA REQUESTS
REGARDING THE APPLICATION TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP A JUST AND REASONABLE RATE OF RETURN

Response to d.
Staff 25.15
Continued:
e.
f.
g.
h.

DOCKET NO. E-01345A-11-0224
OCTOBER 25, 2011

The final physical reclamation of the mine will begin when
coal is no longer provided out of the mine for any Four
Corners Unit. However, under the assumption that Four
Corners Units 1-3 cease operation in 2016, APS ,under the
contract with BHP, is required to fund an escrow account for
the final reclamation costs related to the closing units prior
to those units ceasing operation. The costs for the closing
units would be apportioned based upon the historical
production volumes for Units 1-3 (APS owned) and Units 4/5
(Participant owned). Please see response to (i) and (p) for
related contract details.

See attached schedules, as APS14981, reflecting pro forma
escalating the reclamation costs for Four Corners Unit 1-3
through 6/30/2038.

Yes, the mines and source of coal from BHP Billiton are the
same for Four Corners Units 1-3 and Four Corners Units 4-5.

The BHP Navajo Coal Company is the sole source provider of
coal to the Four Corners Power Plant Units 1-5, with supply
sourced from the BHP Navajo Mine. The coal is provided
under the terms of the “Four Corners Coal Supply
Agreement”.

Responsibility for the minimum Base Annual Requirement
among the Units 1-5 is allocated as follows:

e Plant Units 1, 2, and 3 shall be responsible for 34 x
10~12 Btu/year of the Base Annual Requirement
(approx. 1.91M tons)

e Plant Units 4 and 5 shall be responsible for 80 x 10712
Btu/year of the Base Annual Requirement (approx. 4.49M
tons)

Please see response (g).

The current “Four Corner Coal Supply Agreement” expires
July 6, 2016. An extended operating life for Units 4-5 will
require the negotiation of a new or extended coal supply
agreement for future years.

If Units 1-3 are retired prior to 2016, there will be two
provisions of the current agreement that will require
Witness: Jay La Benz

Page 3 of 5




ARIZONA CORPORATION COMMISSION
STAFF'S TWENTY FIFTH SET OF DATA REQUESTS

REGARDING THE APPLICATION TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP A JUST AND REASONABLE RATE OF RETURN

Response to
Staff 25.15
Continued:

DOCKET NO. E-01345A-11-0224
OCTOBER 25, 2011

attention. These are:

Shortfall in the purchase of the base annual tonnage
requirement. The current minimum purchase requirement is
approx. 6.4 M tons/year. APS Units 1-3 have a minimum
purchase requirement of 1.91M tons/year. To the extent
that the annual purchase obligation to BHP falls short of 6.4
M tons/yr., an accounting for the shortfall will be required.
Over the past 10 vyears, Units 4/5 have burned
approximately 5.9M tons/yr.

Final Reclamation Liability. An estimate and agreement of
the amount of final reclamation liability for the BHP Navajo
Mine will need to be made at the time of the early retirement
of Units 1-3. The allocation of Units 1-3 share of this liability
will be calculated and will be funded into an escrow account
that is currently established for this purpose. The escrow
account will remain under the control of APS until the BHP
Navajo Mine ceases production and the final reclamation
payment for Units 1-5 is made to BHP. This final reclamation
payment will be based upon an estimate of final reclamation
liability at the time of mine closure (which will be different
than the liability estimated at the time of retirement of Units
1-3).

The coal supply reserve serving Four Corners Units 1-3 and
Unit 4-5 is the same.

. An extended operating life for Units 4-5 will require the

negotiation of a new or extended coal supply agreement for
those units to operate through 2038.

References A1¥, B1¥ and A1¥ do not refer to notes but
rather “tick marks” to numbers on pages 6 of 7, 4 of 7 and 7
of 7 respectively.

. The 2.5% escalation rate on JCL_WP32, page 2 of 7 for Four

Corners coal reclamation costs in based on the average CPI
for year 2000 through 2010. The 2.0% escalation rate for
dismantlement costs is based on the rate utilized in APS
Asset Retirement Obligation calculation model for
removal/decommissioning of long lived assets. The activities
performed for mine reclamation versus plant dismantlement
would be different; thus the escalation rates would not
necessarily be the same.

Witness: Jay La Benz
Page 4 of 5




ARIZONA CORPORATION COMMISSION
STAFF'S TWENTY FIFTH SET OF DATA REQUESTS
REGARDING THE APPLICATION TO APPROVE RATE SCHEDULES
DESIGNED TO DEVELOP A JUST AND REASONABLE RATE OF RETURN

DOCKET NO. E-01345A-11-0224
OCTOBER 25, 2011

Response to n. Please see attached APS14982 for support of the 2.5%
Staff 25.15 escalation rate.
Continued:

0. Sections 4.1(a), 4.1(c)(ii) and Section 4.5 in the coal supply
contract with BHP Navajo Coal Company relate to provisions
for final reclamation costs.

p. Please see APS14980, attached, for excerpts of the coal
contract for provisions relating to reclamation costs. Please
note the attachment is confidential and is being provided
pursuant to an executed protective agreement.

gq.  No, the performance of the reclamation activities are the
responsibility of BHP.

r. No, the performance of the reclamation activities are the
responsibility of BHP.

Witness: Jay La Benz
Page 5 of 5




Line
No.

N

[o) I I N

[P .
TS 0o~

13
14
15
16
17

18

Purpose:

Operating Income Proforma Adjustment
FC Coal Reclamation
(Dollars in Thousands)
STF 2515 e

Description

Electric Operating Revenues

Fuel Expense
Oper Rev Less Fuel

Other Operating Expenses:
Operations Excluding Fuel Expenses
Maintenance
Subtotal

Depreciation
Amortization of Gain
Administrative and General
Other Taxes
Total
Operating Income
Net Deductions
Interest
Taxable Income
Current Income Tax Rate - 39.51%

Deferred Tax

Net [Income

A1Y

Annualize Four Corners
Coal Reclamation

3,430

(3,430)

(3,430)

(3,436)

(1,355)

(2,075)

Adjustment to annual coal reclamation amortization due to increase in final
reclamation costs based on study completed by Marston in August 2010.
Also, adjustment o amortization period f of reclamation

from 2016 to 2038 for assumed extension of coal agreement.

APS14981
Page 1 of 8




10

Four Corners Coal Reclamation
Pro Forma - Regulatory Liability

For STF25.15 e

Units 1-3 Units 4-5 Total

Marston Study Final Reclamation Direct Costs * $ 52,151,708 $ 18,516,490 $ 70,668,198
Marston Study Final Reclamation Indirect Costs’ 6,996,544 2,484,127 9,480,671
Taxes & Royalties ((Line 1 + Line 2) * 19.753%) B1Y 11,683,259 4,148,147 15,831,406
Total Final Reclamation as of 12/31/2010 70,831,511 25,148,764 95,980,275
Escalated Total Final Reclamation? A1Y 139,679,543 49,593,293 189,272,836
Actual amount accrued through mid 2012 B1Y 48,837,088 17,339,633 66,176,721
Amount to be recovered as of 7/1/2012 90,842,455 32,253,660 123,096,115
Rate Recovery 26 years (7/1/2012-6/30/2038 (Line 6 / 26))* 3,493,941 1,240,525 4,734,466
(Recovery period reflects term of the BHP coal contract)

Less Test Year Expense A1Y 963,011 341,917 1,304,928
Pro Forma Adjustment $ 2,530,930 $ 898,608 $ 3,429,538 A1

APS' share of Four Cormers Units 1-3 is approximately 30% and 10% for Units 4-5 of the total August

2010 Marston study.

Escalation calculated at 2.5% as of 1/1/2011 through 6/30/2038 for U 1-5
Four Corners Units 1-3 have a 26 year recovery period and account for approximately 74% of the costs.
Four Corners Units 4-5 have a 26 year recovery period and account for approximately 26% of the costs.

APS14981
Page 2 0of 8




Four Corners
Coal Reclamation
Taxes, Royalties and Indirects (Rates applied to Coal)

STF 2515 e
Royalty 12.500%
Business Activity Tax 5.000%
New Mexico Gross Receipts Tax 6.313%
BAT Credit -1.250%
GRT Credit -3.750%
_ Conservation & Resource ExciseTax 0.940%
r‘ Total 19.753% B1

APS14981
Page 3 of 8
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Four Corners Coal Reclamation
Historical Cost Summary
1/1/07 - 12/3110
STF 25.15 ¢

Four Corner Coal Reclamation Expense
Charge # 99-501-013

2007 2008 2009 2010
January 53,070.42 108,744.00 108,744.00 108,744.00
February 53,070.42 108,744.00 108,744.00 108,744.00
March 53,070.42 108,744.00 108,744.00 108,744.00
April 53,070.42 108,744.00 108,744.00 108,744.00
May 53,070.42 108,744.00 108,744.00 108,744.00
June 53,070.42 108,744.00 108,744.00 108,744.00
July 108,744.00 108,744.00 108,744.00 108,744.00
August 108,744.00 108,744.00 108,744.00 108,744.00

September 108,744.00 108,744.00 108,744.00 108,744.00
October 108,744.00 108,744.00 108,744.00 108,744.00
November 108,744.00 108,744.00 108,744.00 108,744.00
December 108,744.00 108,744.00 108,744.00 108,744.00

Total 970,886.52 1,304,928.00 1,304,928.00 | 1,304,928.00

A1

APS14981
Page 8 of 8




| Jo | abed solIsiie)s JogeT Jo neaing :921n0S

286%1Sdv
JopvegindinpAanung/bpd/aob sig-ejepy.diy
BJE(] SOIISIiE}S JOgET JO Neaing :92JnN0S
|sz 14D abelony Jeap |

9l Sl bl 'l [ Lb [ bl 0¢ (44 14 (4 9¢ oLoz
¥o- L'z 8l [A 1o G- Ve ¥i- - L0 ¥'o- (A 00 6002
8¢ 10 b L'e 6% 14 9'S 0's A4 6'¢ 0¥ oy 153 4 8002
8¢C (4 1594 G'e 8¢ 07¢ 14 Lc L'z 9¢ 8¢ ¥e 1'e 1002
4 4 0¢c €l 4 8¢ 4 19 4 (A4 ¢ ye 9¢ (04 9002
¥e v'e ge (58 4 L'y 9'¢ 4 ScC 8¢ S'e 1€ o€ o€ S002
L'z £e §'c 4 N4 LT o¢ e 1€ 154 L'l L 6l 002
14 6l 8l 02 £e (44 A4 1C 1T [4r4 o€ o€ 9¢ €002
9l ¥z [ 0 Gl 8L Sl L A’ 9l Sl Ll Ll ¢00e
8'¢c 9l 6} 4 9¢ L LT (4> 9'¢ 15 6'C g€ L€ 1002
Ve ¥'E ¥'e '€ G'e ¥'e L€ L'E [A L€ R 2¢ LT 0002

[enuuy  923(Q AON 190 dog bny Ine unp Aey ady Jepy qo4 uep Jea )

0102 01 0002 ‘SIeap
| 001=#8-C861 ‘poliad aseq
| swaj Iy wiey
m abesane Aj0 'S'N realy
ﬁ paisnipy Ajjeuoseas JoN
| 0vs00004dNND ‘Pi seleg
|
|

abueyo Juaaiad Yuopn-z}
slawnsuo) ueqin ||V - Xapu] adlld Jawnsuon

SONSie)g 10geT Jo nealng




	EXECUTIVE SUMMARY
	INTRODUCTION
	SUMMARY OF TESTIMONY AND RECOMMENDATIONS
	COST OF EQUITY CAPITAL
	Discounted Cash Flow (DCF) Method
	Capital Asset Pricing Model (CAPM) Method
	Current Economic Environment
	CAPITAL STRUCTURE AND COST OF DEBT
	WEIGHTED COST OF CAPITAL AND FAIR VALUE RATE OF RETURN
	COMMENTS ON THE COMPANY-PROPOSED COST OF EQUITY CAPITAL
	DCF Comparison
	CAPM Comparison
	6RI-

	4 Introduction
	5 Summary
	Review of Rate Request
	Four Corners Reclamation Costs
	Low Income Customer Discount
	9 Adjustor Mechanisms
	Proposed Modifications to PSA
	Proposed ERA
	Other Electric Revenues
	Total
	Electric fuel and purchased power
	Operations and maintenance excluding fuel expenses
	Depreciation and amortization
	Income taxes
	Other taxes
	Operating income
	Income taxes
	Allowance for equity funds used during construction
	Other income
	15,859r
	Total
	Income before interest deductions
	Interest on long-term debt
	Interest on short-term borrowings
	Debt discount premium and expense
	Allowance for borrowed funds used during construction
	Total


