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EXECUTIVE SUMMARY

UNS Electric, Inc. (“UNSE” or “Company”) is a Class A public utility and is
a wholly owned operating subsidiary of UNS Energy Corporation. UNSE
is an electric utility serving approximately 91,000 retail customers in both
Mohave and Santa Cruz Counties. UNSE also sells electricity to other
utilities and power marketing entities in the western United States.

On December 31, 2012, the Company filed a general rate application
requesting a revenue increase of $7.5 million or approximately a 4.6
percent increase over test year adjusted revenues of $164.0 million.
Based on the Company’s proposed filing the average residential customer
would see their monthly bill increase from $82.51 to $86.15, a monthly
increase of $3.64. RUCO’s review and analysis of the rate application has
identified a test-year proposed revenue decrease, however, RUCO is not
proposing a rate reduction at this time.

The Company is also proposing an Original Cost Rate Base (OCRB) of
$216.6 million and a Rate of Return of 8.87% while RUCO is proposing an
OCRB of $208.6 million and a Rate of Return of 7.13%.

UNSE is also seeking approval of (1) Lost Fixed Cost Recovery
Mechanism (“LFCR”) related to the Arizona Corporation Commission’s
(“ACC") Renewal Energy Standard (“REST") rules and Electric Energy
Efficiency (“EE”) rules; (2) a transmission cost adjustment mechanism, (3)
a new approach to funding cost effective demand side management and
energy efficiency programs; (4) modifications to its Purchased Power and
Fuel Adjustment Clause(*PPFAC”); (6) modifications to its rate design, (6)
modification to its Tariff, Rules and Regulations and other existing
compliance requirements.
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INTRODUCTION

Q. Please state your name, position, employer and address.

A. My name is Robert B. Mease. | am Associate Chief of Accounting and
Rates employed by the Residential Utility Consumer Office (“RUCQ”)
located at 1110 W. Washington, Suite 220, Phoenix, Arizona 85007.

Q. Please state your educational background and qualifications in the
utility regulation field.

A. Appendix 1, which is attached to this testimony, describes my educational

background, work experience and regulatory matters in which | have
participated. In summary, | joined RUCO in October of 2011. | graduated
from Morris Harvey College in Charleston, WV and attended Kanawha
Valley School of Graduate Studies. | am a Certified Public Accountant
and currently licensed in the state of West Virginia. My years of work
experience include serving as Vice President and Controller of Energy
West, Inc. a public utility and energy company located in Great Falls,
Montana. While with Energy West | had responsibility for all utility filings
and participated in several rate case filings on behalf of the utility. As
Energy West was a publicly traded company listed on the NASDAQ
Exchange | also had responsibility for all filings with the Securities and

Exchange Commission.
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Q.

Please state the purpose of your testimony.

The purpose of my testimony is to present RUCO’s recommendations
regarding UNSE’s application for determination of the current fair value of
its utility plant and property and for a permanent increase in its rates and

charges passed on to ratepayers for utility services.

Please describe your work effort on this project.

| reviewed financial data provided to me by the Company and performed
analytical procedures necessary to understand the Company’s filing as it
relates to operating income, rate base, the overall revenue requirement for
the Company and future rate design that the Company is proposing. My
recommendations are based on this completed analytical work.
Procedures performed include the in-house formulation and analysis of
this data, the review and analysis of the Company’s responses to RUCO’s
data requests, a review of data responses to the Commission Staff as well
as other intervening parties, and a review of prior ACC dockets related to

UNSE filings.

Can you please identify the exhibits that you are sponsoring?

Yes, | am sponsoring schedules RBM-1 through and including RBM-17.
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Q.

Please summarize the adjustments to rate base and operating
income issues addressed in your testimony.

My testimony addresses the following issues:

RATE BASE ADJUSTMENT SUMMARY

Rate Base Adjustment No. 1 — Gross Ultility Plant in Service

RUCO is recommending a reduction of Gross Utility Plant in Service by
$8,662,369 as a result of RUCO’s proposed reduction to Company

proposed Post Test Year Plant.

Rate Base Adjustment No. 2 — Accumulated Depreciation

RUCO is recommending a reduction in Accumulated Depreciation related
directly to its proposed reduction in Post Test Year Plant. In addition,
RUCO is recommending an additional reduction in Accumulated
Depreciation resulting from the Company’'s proposal to calculate a Net
Negative Salvage (“NNS”) rate for inclusion in calculating depreciation
expense. In total RUCO is recommending a reduction in Accumulated
Depreciation of $783,111. (See also RUCO’s Operating Expense

Adjustment Nos. 6)

Rate Base Adjustment No. 3 — Allowance For Working Capital

Cash Working Capital should be increased by $104,000 based on

adjustments to several operating expense accounts.
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OPERATING INCOME ADJUSTMENT SUMMARY

Operating Income Adjustment No. 1 — Payroll Expense

RUCO is recommending a $107,467 reduction in payroll expenses.
RUCO does not agree with the methodology employed by the Company in

its calculation of the test year adjustment.

Operating Income Adjustment No. 2 — Payroll Tax Expense

RUCO is recommending a reduction in payroll tax expense of $9,238 as a
result of reducing payroll expenses. (See Operating Income Adjustment

No. 1).

Operating Income Adjustment No.3 — Incentive Compensation Adjustment

RUCO believes that all incentives paid to employees should be split
between the shareholders and ratepayers. The proposed adjustment
reduces operating expenses by $51,518. The calculation also includes an
adjustment for payroll taxes associated with the reduction in incentive

compensation.

Operating Income Adjustment No. 4 — Officers and Directors Insurance

RUCO believes that officers and directors insurance expense should be
the responsibility of the shareholder as well as the ratepayer and should
be shared equally. RUCO’s proposal reduces the Company’s operating

income by $44,188.
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Operating Income Adjustment No. 5 — Injuries and Damages

RUCO is recommending a reduction in injuries and damages of $323,333.
Included in the Company’s three year averaging was an extraordinarily

large expense of $1 million that appears to be a one-time charge.

Operating Income Adjustment No. 6 — Depreciation Expense

RUCO is recommending that test year depreciation expense be reduced
by $546,885 as a result of RUCO’s proposed reduction in post-test year
plant. RUCO is also recommending that test-year depreciation expense
be reduced by $90,125 related to RUCO'’s proposal to eliminate the NNS

calculation on the Company’s generating assets.

Operating Income Adjustment No. 7 — Rate Case Expense

The Company’'s request for the recovery of rate case expense is
excessive and should not be borne entirely by UNSE’s ratepayers. RUCO
is proposing that Company rate case expense of $400,000 be approved

by the Commission.

Operating Income Adjustment No. 8 — Property Tax Expense

RUCO proposes an adjustment to property tax expense, of $106,515 is as

a result of the proposed reduction in the Company’s plant assets.
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Operating Income Adjustment No. 9 — Income Tax Expense

RUCO is proposing that current year's income tax expense be increased

by $564,570.

REVENUE REQUIREMENTS
Q. Please summarize the results of RUCO’s analysis of the Company’s
filing and identify RUCO’s recommended revenue increase,

operating income requirement as well as the Company’s Original

Cost Rate Base (OCRB) and Fair Value Rate Base (FVRB).

A RUCO is recommending no increase in revenues based on the results of

RUCO'’s analysis as follows:

000’s UNSE RUCO
Inc. (Dec) in gross revenue $ 7,522 ($2,718)
Increase in revenues required 4.59% (1.66%)

RUCO is recommending operating income levels as follows:
000's UNSE RUCO DIFF.

Required operating income $19,214 $ 13,726 ($ 5,488)

RUCO is recommending OCRB and FVRB as follows:

000’s UNSE RUCO DIFF.
Original Cost Rate Base $ 216,575 $208,653  ($7,922)
Fair Value Rate Base $ 286,326 $275,819  ($10,507)
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RATE BASE ADJUSTMENT DETAILS

Q.

Can you please explain your determination of the FVRB as shown on
Schedule RBM-1?

RUCO'’s determination of the FVRB consists of three elements. First, the
value of the OCRB was restated to reflect RUCO’s adjustments to the rate
base elements. Second, the value of RCND (Reconstruction Cost New
less Depreciation) was computed by multiplying RUCO’s adjusted OCRB
by the ratio of the Company’s OCRB to its RCND as filed. Third, the
FVRB was computed on an equally weighted basis (50/50 split) between

RUCO’s OCRB and RUCO'’s re-computed RCND.

Can you elaborate on the adjustments RUCO is proposing to the
OCRB?
Yes. | will describe each of the adjustments that RUCO is recommending

to the OCRB as filed by the Company.

Rate Base Adjustment No. 1 — Post-Test Year Plant

Can you please explain the Company’s proposed adjustment to rate
base and their request to include post-test year plant?

Yes. The Company is proposing to include $14.4 million in post-test year
plant and is broken down into two separate components. The first being
described as Post-Test Year Plant — Renewable, $5.7 million and the

remaining $8.7 million described as Post-Test Year Plant in Service.
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Q.

Does RUCO agree with the Company’s Proposal?
RUCO agrees with the Company’s request to include the renewable plant

but takes exception to the remaining post-test year plant.

Why does RUCO agree with the inclusion of renewable plant in post-
test year additions?

RUCO believes that Company’s investment in renewable energy projects
and/or products are conforming to the renewable energy standard as
required by the Arizona Corporation Commission and exceptions should

be made in these special cases.

Why does RUCO take exception to the remaining plant being
included in rate base?

RUCO does not believe that these ordinary routine types of investments in
plant assets require extra ordinary post-test year treatment. RUCO also
opposes these types of post-test year inclusions on the basis that it would
violate the basic principles of ratemaking and would result in a mismatch

with test year revenues, expenses and rate base.

Has UNSE requested post-test year plant be included in prior rate
cases?
Yes. The Company requested the inclusion of post-test year plant in the

last rate case and was denied. As described in Decision No. 71914:
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“Pro forma adjustments are defined in Arizona Administrative Code
(‘A.A.C.") R14-2-103(A)(3)()) as adjustments to actual test year
results and balances to obtain a normal or more realistic
relationship between revenues, expenses and rate base.”

‘We find that UNSE has not demonstrated that these plant
investments are anything other than ordinary, routine investments
in plant required to be made by a utility to maintain its service and
reliability. To allow these post-test year investments into rate base
would distort the level of investment needed to provide adequate
and reliable service to UNSE’s customers during the test year and
would not reflect a “normal or more realistic relationship between
revenues, expenses and rate base.”

Q. In summary can you again explain RUCO’s position on the
Company’s request to include post-test year plant as part of rate

base?

A Yes. RUCO proposes the inclusion of Post —Test Year Renewable Plant

while further recommending the exclusion of Post-Test Year Plant In

Service.

Rate Base Adjustment No. 2 — Accumulated Depreciation

Q. What adjustments has RUCO recommended to the Company’s
Accumulated Depreciation accounts?

A. RUCO is recommending two adjustments; totaling $637,010 to the
Company’s proposed test year accumulated depreciated balance. The
first adjustment for $546,885 represents a reduction to accumulated
depreciation based on RUCO’s proposal to eliminated Post-Test Year

Plant In Service. RUCO’s second adjustment of $90,125 relates to
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RUCOQ’s recommendation to reverse the increase in depreciation resulting

from the NNS calculation on the Company’s generating assets.

Q. Why is RUCO not in agreement with the NNS adjustment the
Company is proposing for its generating assets?

A. First of all, there was no depreciation study completed in this rate filing. In
the last rate case filing a depreciation study was performed, and the
outcome identified a recorded depreciation reserve of $194,357,557 and a
corresponding computed reserve of $185,594,056. The excess reserve
was to be amortized over the weighted-average remaining life of the

assets in each category.

Q. What is the significance of this $8,763,501 difference between the
book reserve and the computed reserve as calculated in the last
depreciation study?

A. Basically this difference indicates that the ratepayer had paid an excessive
amount in their rates over the years and the Company had over-collected

too much in rates to recover their annual depreciation expense.
Q. Why is this important in this rate case?

A. By increasing the annual depreciation rates for the Company’s generating

assets UNSE will continue to collect more in depreciation expense

10
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recovery than should be allowed and the imbalance between book reserve

and actual reserve will again continue to increase.

Rate Base Adjustment No. 3 — Allowance for Working Capital

Q.

Is RUCO recommending an adjustment to the Company’s calculation
of working capital?

RUCO is proposing a reduction in UNSE's cash working capital
requirements by $103,790. RUCO’s adjustments result from reducing the
Company’s proposed operating expenses that have a direct effect on

working capital requirements.

OPERATING INCOME ADJUSTMENT DETAILS

Q.

Is RUCO recommending changes to the Company’s proposed test
year operating revenues and expenses?

Yes. The Company proposed numerous adjustments to its historical test
year operating income. RUCO analyzed the Company’s adjustments and
proposed several changes. In addition, RUCO is recommending
additional adjustments based on data requests provided by UNSE.

RUCO'’s adjustments to operating income are explained as follows.

11
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Operating Income Adjustment No. 1 — Payroll Expense

Q. Did UNSE make test year adjustments related to payroll increases?
Yes. UNSE calculated payroll increases and included a test year

adjustment.

Q. Does RUCO agree with the calculation and can you explain the

methodology used by UNSE in calculating wage increases?

A. No. RUCO does not agree with the method used. The Company took the

average Operation and Maintenance total wages for years 2011 and 2012,
and then calculated a 2.65 percent increase for years 2013 and 2014. The
total calculated increase for both years 2013 and 2014 were then included
as a test year adjustment. RUCO takes the position that including a
second year of anticipated increases is too far removed from the test year
to be included as an adjustment and is recommending that the calculated
increase of $107,467, computed as the increase for year 2014, be

removed from test year adjustments.

Operating Income Adjustment No. 2 — Payroll Tax Expense Adjustment

Q. Why is RUCO making an adjustment for payroll tax expenses?
RUCO is recommending a reduction in payroll tax expense of $9,238

resulting from the proposed reduction of payroll expenses, $107,467.

12
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Q.

Is RUCO recommending any other adjustments to payroll tax
expenses?

No.

Operating Income Adjustment No. 3 — Incentive Compensation Expense

Can you please explain operating income adjustment 4?

RUCO believes that all incentives paid to employees should be split
between the shareholders and ratepayers. UNSE excluded 50 percent of
the incentive payment made to officers but maintained 100 percent of
payments to all other employees. The Commission’s normal practice is to
approve the sharing of incentive payments between shareholders and
ratepayers. (See UNS Gas, Inc. Decision No. 70011, UNS Electric
Decision No. 70011 and Southwest Gas Decision No. 70665) In addition,
there is no assurance that incentive payments included as a test year
adjustment will be paid out in future years as they are based on

performance.

Can you identify incentive plans available to employees of UNSE?

All TEP non-union employees, including officers, participate in UNS’s
short —term incentive Performance Enhancement Plan (PEP) which is tied
to annual compensation. The structure determines eligibility for certain
bonus levels by measuring UNS’s performance as it impacts investors,

customers, community/environment and employees.

13
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Q.

Has the Company included long-term incentive plan payments in the
test year adjustments?
No. The Company has not included long- term incentive plan payments

as an adjustment.

Operating Income Adjustment No. 4 — Officers and Directors Insurance

Can you please explain RUCO’s adjustment to Officers and Directors
Insurance Expense?

RUCO believes that Officers & Directors Liability Insurance expense is the
type of expense that should be shared equally between ratepayers and
shareholders. RUCO has reduced test year ACC Jurisdictional operating
expenses by $44,528 representing a 50/50 split between the shareholder

and the ratepayer.

Why does RUCO believe this expense should be equally shared?

Officers & Directors Liability Insurance is primarily for the purpose of
protecting officers and directors from potential lawsuits. In many cases
these lawsuits are from irate shareholders. Benefits paid out under this
insurance coverage provides cash available to shareholders that would
have been paid by the Company had the Company not had such liability
insurance coverage in place. It also provides the Company with the ability
to attract and retain qualified directors and officers as they are relieved

from personal liability when making decisions on behalf of the Company.

14




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of Robert B. Mease
UNS Electric, Inc.
Docket No. E-04204A-12-0504

Q.

Has the ACC approved a 50/50 sharing of Director’s & Officers (D&O)
Insurance expense in past rate case filings?

The adjustment representing a 50/50 sharing of D&O insurance was
proposed in Southwest Gas Corporation’s most recent rate case (Docket
No.G-01151A-10-0458). This case resulted in a settlement adopted in
Decision No. 72723 which incorporated the proposed sharing of the D&O

expense on a 50/50 percent basis.

Operating Income Adjustment No. 5 — Injuries and Damages

Has RUCO proposed an adjustment to the Company’s normalization
of injuries and damages?

Yes, RUCO is recommending a reduction to UNSE’s normalization of this
account. The Company used a three year period and calculated average
injuries and damages as a test year expense. In year one of the three

year period an extraordinary one million dollar expenditure was included.

Is averaging allowed for rate making purposes in calculating
adjustments to expense accounts?

Yes, averaging is acceptable but extraordinary expenses should not be
included. Extraordinary expenses inflate test year expenses as is the

case in the filing.

15
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Q.

What adjustment is RUCO proposing?
RUCO has proposed a $323,333 reduction in test-year injuries and

damages expense.

Operating Income Adjustment No. 6 — Depreciation Expense

Please explain RUCO’s proposed adjustments to the Company’s
test-year depreciation expense as filed.

RUCO is recommending two adjustments; totaling $637,010 to the
Company’s proposed test year accumulated depreciated balance. The
first adjustment for $546,885 represents a reduction to accumulated
depreciation based on RUCO’s proposal to eliminated post-test year plant.
RUCO’s second adjustment of $90,125 relates to RUCO’s
recommendation to reverse the increase in depreciation resulting from the
NNS calculation on the Company’s generating assets. (See Rate Base

Adjustment No. 2).

Operating Income Adjustment No. 7 — Rate Case Expense

Please explain your adjustment to Rate Case Expense.

The Company has proposed recovery of $500,000 for rate case expenses
for outside services and requests to amortize this expense over a two and
one-half year period. RUCO believes the Company’s proposed rate case

expense is not reasonable, and should be reduced when compared with

16
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rate case expense in prior rate case submissions that have been

approved by the Commission

Q. Has RUCO proposed an adjustment to UNSE’s level of rate case

expense to be recovered from ratepayers?

A Yes. RUCO proposes a more reasonable level of rate case expense of

$400,000 and further proposes an amortization period of three years

rather than the two and one-half years being proposed by the Company.

Q. How did RUCO arrive at its adjustment to rate case expense?
RUCO compared the Company’s proposed level of rate case expense to
rate case expense that was approved in other rate cases before the
Commission. Based on this review, RUCO believes that the Company’s
request is not reasonable in this case and should be reduced to a more

reasonable level.

Q. What other cases did RUCO review?
RUCO reviewed the last two UNS Gas cases (Decision No. 73142, Issued
May, 1, 2012; and Decision No. 71623, issued April 14, 2010). The
amount approved by the Commission was $400,000 and $300,000
respectively. Also, in the most recent UNS Electric rate case filing the
Commission approved rate case expense recovery of $300,000 (Decision

No. 70360, issues May 27, 2008).

17
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Operating Income Adjustment No. 8 — Property Tax Expense

Q. Does RUCO accept the Company’s methodology in calculating
property tax expense?

A. Yes. The method used by the UNSE in this rate case to calculate property
taxes is consistent with prior cases as filed and has been accepted by the

Commission.

Q. Why is RUCO making an adjustment to the Company’s property

| taxes as filed?

A. RUCO is proposing a reduction in gross plant in service by $8,770,462, as
discussed in Rate Base Adjustment No. 1. As a consequence of
excluding plant from rate base the property taxes associated with the
proposed reduction in plant is also reduced. The reduction in allowable

property taxes based on the recalculated expense is $106,515.

Operating Income Adjustment No. 9 — Income Tax Expense

Q. Has RUCO made an adjustment to Income Tax Expense as filed by
the Company?
A. Yes. RUCO has adjusted this expense based upon the methodology that

is used in all rate applications reviewed by RUCO.
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Q.

Can you explain the method utilized in calculating income tax
expense both for the test year adjustment as well as the method
used in calculating the tax effects of proposed revenue adjustments?
When calculating income tax expense for rate making purposes RUCO
begins with operating income before taxes and from that amount will
deduct Arizona income taxes due and interest synchronization. (Interest
synchronization is calculated as follows: Adjusted ACC Jurisdictional Rate
Base X Weighted Cost of Debt) The two results, Arizona income taxes
and interest synchronization, are multiplied by the statutory Federal
Income Tax Rate. In this case RUCO has used 34 percent as the

statutory Federal Income Tax Rate.

When applying this methodology to the RUCO’s proposed test year
operating income what was the result?
There is an income tax expense increase of $564,570 proposed by RUCO

which increases the Company’s operating expenses.

Was there an adjustment to income tax expense after RUCO’s final
revenue requirement was determined in this rate filing?
Yes. The decrease in income tax expense related to RUCO’s adjusted

revenue requirement is $1,054,335.
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PURCHASED POWER AND FUEL ADJUSTMENT CLAUSE- (“PPFAC”)

Q. Does UNSE currently have a PPFAC in place?

A. Yes. UNSE currently has a PPFAC in place and Commission Decision
No. 70360, May 27, 2008, approved the current PPFAC mechanism
through which it recovers or refunds its purchased power and fuel

expenses.

Q. Can you explain the basic concept of the PPFAC?
The PPFAC is a mechanism approved by the Commission that allows the
Company to recover its purchased power and fuel expenses. The
allowable expenses to be recovered in the PPFAC include fuel and
purchased power costs incurred to provide service to retail customers as
well as direct costs of contracts used for hedging the system fuel and
purchased power. The specific cost components include FERC accounts:
501 - Fuel and Steam; 547 - Fuel Other Production; 555 - Purchased

Power; and 565 - Wheeling - Transmission of Electricity by Others.

Specific dates are identified for filing updates to the forward and true up
components and for the PPFAC rate with all component calculations,
including supporting data. UNSE also has the ability to request an
adjustment for the forward component at any time during the year should

an extraordinary event occur. Finally, short-term wholesale sales revenue
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recorded in FERC Account 447 is credited back to customers through the

PPFAC.

Q. Has the Company proposed any changes to the PPFAC in this rate

application?

A. Yes. The Company is proposing to (1) eliminate the base fuel rate and

recover all fuel and purchased power costs through the PPFAC; (2)
develop multiple PPFAC rates to differentiate between on-peak and off-
peak, winter and summer voltage levels at which customers receive
service; (3) add several additional costs that would be recovered through
the PPFAC. These additional costs include any credit costs and broker
fees associated with power supply and procurement, and recovery of

future greenhouse gas costs

Q. Does RUCO agree with including these changes being proposed by
the Company?
A. No. RUCO does not agree with making changes to the PPFAC at this time

for the following reasons:

Additional Costs to be Included in PPFAC

RUCO does not believe adding other costs to the PPFAC adjustor add

value to the ratepayer at this time. Costs related to broker fees and credit
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expenses is immaterial and should remain as part of O&M expenses in

base rates.

Eliminate the Base Fuel Rate and Recover All Fuel and Purchased Power

Costs Through the PPFAC

In the past the Commission has consistently found it in the public interest
to have a portion of purchased power and fuel costs remain in base rates.
Having a portion of fuel costs embedded in base rates creates an
appropriate sharing of risk between both the shareholder and ratepayer.
Under UNSE’s proposal, all risk is shifted to the ratepayer and there is no

incentive to contain purchased power and fuel costs.

Q. Is UNSE proposing additional adjustor mechanisms in this rate case

submission?

A. Yes. The Company has proposed two new adjustor mechanisms. The

first adjustor is a Lost Fixed Cost Recovery (‘LFCR”") mechanism and the
second adjustor is a Transmission Cost Adjustor (“TCA”) mechanism.
UNSE is also proposing a new way to determine the energy efficiency
program costs that will be recovered through UNSE’s existing Demand

Side Management Surcharge (“DSMS”).
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LOST FIXED COST RECOVERY MECHANISM - (“LFCR”)

Q.
A

Is UNSE proposing a revenue decoupling mechanism?

Yes. UNSE is requesting a LFCR to recover kWh sales that are lost as a
result of complying with the Commission’s EE Rules and REST Rules.
The mechanism is designed to recover lost margins (non-fuel) due to
reductions in kWh sales as a result of these programs. “The LFCR that
the Company is requesting is very similar to the Commission-approved
mechanisms in the APS, TEP and UNS Gas rate cases that were decided

in recent rate case decisions.””

Can you please explain how the LFCR will work as proposed by the
Company?

In summary, the LFCR will work as follows:

(1) Quantify the lost level of kWh sales by class from EE programs;

(2) Quantify the lost level of kWh sales by class from DG and net metering
programs; (3) Adjust for any residential customers who have chosen to
contribute to the lost margins in the form of a fixed option; (4) Price the
lost kWh sales in each class by the tail block margin rate if no Demand
Charge is in place for that rate class, or the per kWh rate plus one half of
the value of the Demand Charges for the class if Demand Charges are in
place for that class; (5) Compare the total dollars recovered from the last

year based on actual sales and determine if any over or under collection

! See Mr. DeConcini’s testimony page 12

23




Direct Testimony of Robert B. Mease
UNS Electric, Inc.
Docket No. E-04204A-12-0504

10

11

12

13

14

15

16

17

18

19

20

21

22

has occurred; (6) Add any carryover from the prior year (amount that the
prior year's year-over-year increase was in excess of 2 percent of total
revenues) and any over or under collection from the prior year;

(7) Compare this total to the total estimated retail revenues for the
Company; (8) Carryover any amount the year over year increase is in
excess of 2 percent; (9) Add in the prior year's allowed amount to the
allowed amount for the current year and divide this amount by the
forecasted total sales for the Company to determine the per kWh rate
application for the subsequent year; and (10) Submit these calculations
and the proposed tariffs to the Commission by May 15 of each year for an

anticipated effective date of July1.

Will UNSE’s LFCR mechanism provide an “opt-out” provision for
residential ratepayers?

Yes. Residential ratepayers will have the option of choosing a fixed
monthly charge if they prefer not to be charged the variable rate based on
kWh usage. The Company has proposed a fixed monthly option of $2.50
in months where usage is less that 2,000 kWh and will be an incremental

increase to $6.50 for the months when usage exceeds 2,000 kWh.
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Q.

Has UNSE proposed an annual LFCR incremental cap that can be
passed through to affected ratepayers?

Yes. The Company has proposed an annual 2 percent year-over-year cap
based on total Company revenues that will be applied to the adjustment.
Any amount in excess of the 2 percent year-over-year cap will be
deferred, with interest, for collection until the first future adjustment period
in which including such costs would not cause the annual increase to
exceed the 2 percent cap. The Company intends to calculate a per kWh
rate that will be applied to all customer classes as an energy rate. Since
the EE and DG related losses are cumulative, the prior years accumulated
losses will be added to the current year’s allowed losses for purposes of
determining the allowed kWh rate. But no individual year’s increase will

exceed 2 percent.

Has the Company estimated the initial impact on ratepayers in the
LFCR mechanism is approved by the Commission?

Yes. The Company has estimated that the initial impact on customer
billings will be $0.001426 per kWh effective July 1, 2014. (Lost margins
are estimated at $2.5 million cumulative for years 2012 and 2013). If the
year 2013 were considered separately the adjustment would be

$0.000585 per kWh which would be less than the 2 percent cap.
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Q.

What has been RUCO’s position on adjustor mechanisms in past rate
applications?

RUCO has opposed adjustor mechanisms in many rate applications in the
past. However, RUCO has also recommended that adjustors be approved
by the Commission when the circumstances warrant.  For example,
RUCO agreed with the Arsenic Cost Recovery Mechanism (“ACRM”)
when the Federal Government changed the level of acceptable arsenic
contained in water. RUCO has agreed with a LFCR with an “opt out” in
the recent APS and UNS gas cases. Given that the Commission has
mandated that UNSE comply with certain Energy Efficiency programs a
partial adjustor mechanism is appropriate provided that the customer have

the option to “opt out.”

Does RUCO agree with LFCR as proposed by UNSE?

RUCO agrees with the concept of the LFCR mechanism as proposed by
UNSE with several changes. Again, RUCO has agreed to this limited form
of adjustor mechanism to meet the Commission’s Energy Efficiency
Standard going forward because of the ratepayer’s option to a fixed

monthly rate.
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Q.

Does RUCO agree with the two percent cap on total company annual
revenues as proposed by the Company?

No. RUCO believes that a two percent cap is high and a more appropriate
cap should be set at one percent, including the first year the adjustor goes
into place. A one percent cap has been approved by the Commission in
Decisions related to APS, UNS Gas and most recently the TEP decision.
Any amount in excess of the one percent would be deferred for collection
until the first future period in which such costs would not cause the annual
increase to exceed the cap. Interest would be calculated on the deferred
balance at the one-year Nominal Treasury Constant Maturities rate
contained in the Federal Reserve Statistical Release H-15 and will be

adjusted annually.

Does RUCO agree with the Company’s “opt-out” provision as
proposed by the Company?

No, RUCO agrees with the concept of an “opt-out” provision as it provides
rate stability and provides a better price signal to encourage reduced
consumption. However, RUCO believes that the Company’s proposed
cost of the “opt-out” provision presents an excessive burden to residential
ratepayers. The average bill for residential ratepayers is $83.00 and
compared to the lowest “opt-out” provision of $2.50 in months where
usage is less than 2,000 kWh, the increase to the average ratepayer, for

the LFCR mechanism would be approximately 3 percent. RUCO believes
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that a maximum increase for the “opt-out” provision should be no more

than one percent.

Has RUCO reviewed the Plan of Administration (“POA”) as proposed
by UNSE?

Yes. RUCO has reviewed the POA and is proposing two changes. The
first change to the POA is the reporting dates to the Commission. RUCO
believes that submitting Compliance Reports by -May 15th of each year
and expecting a turn around by July 1 doesn’t provide the ACC Staff with

sufficient time for review. A later date in the year should be identified.

The second change that RUCO proposes to the POA is in Section 3,
LFCR ANNUAL INCREMENTAL CAP. The Company has proposed that
in the first year of implementing the adjustor the cap should be more than
the cap in future years. RUCO recommends a one percent cap for all

years in going forward including the initial year of implementation.
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TRANSMISSION COST ADJUSTMENT MECHANISM (“TCA”")

Can you please explain The Transmission Cost Adjustment
Mechanism (“TCA”) as proposed by the Company?

The TCA will provide UNSE with the timely recovery of transmission costs
associated with serving retail customers at the level approved by FERC.?
UNSE's proposed base rates include a transmission component based on
the Company’s OATT (Open Access Transmission Tariff). The FERC
approved OATT rates are designed to recover transmission costs from
users of the Company’s transmission facilities. The OATT rates are
recalculated and reset annually through a FERC-approved formula using
data contained in the Company’s FERC Form 1 filing. As described in Mr.
DeConcini's testimony the TCA will enabie UNSE to recover future
changes in the OATT rate. Also, the TCA may reduce the frequency of,
and need to file general rate cases, thereby reducing the impact on
customers and reducing the amount of Commission resources expended

on UNSE rate filings and related issues.

Has the Commission approved this type of adjustor mechanism in
past rate cases?
The Commission initially approved a TCA for APS in Decision No. 67744

and modified the TCA process for APS in Decision No. 73183.

2 See Mr. DeConcini’s testimony page 15
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Q.
A

Does RUCO agree with this adjustor mechanism?
RUCO would not oppose this adjustor if the Commission decides to

implement this mechanism.

ENERGY EFFICIENCY RESOURCE PLAN (“EERP”)

Can you please describe the Energy Efficiency Resource Plan,
(“EERP”) that the Company is proposing?

UNSE proposes a 3 year plan period commencing January 1, 2014
through and including December 31, 2016 with a budget of approximately
$23 million covering the 3 year period. Rather than adding the recovery of
this DSM/EE investment to base rates, the Company proposes that the EE
Resource Plan use the DSMS for recovery of the approved DSM/EE
program. The EERP capitalizes the program costs of the Plan and
amortizes recovery over a 4 year period. The Company is further
proposing that the authorized Rate of Return plus a 200 basis point
premium be added to the cost of equity and applied to the amount spent
on the EE programs and recover it over the same 4 year period. The
EERP creates a regulatory asset for recovery of the revenues spent on EE

programs.

UNSE’s proposal includes a Plan of Administration that includes a Societal
Cost Test Template that UNSE would use to determine cost effectiveness.

It also authorizes UNSE to select and administer DSM/EE programs it
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independently determines to be cost effective over the three years of the

EERP consistent with the approved annual budget.

Q. What is RUCO’s proposal regarding UNSE’s EERP?

RUCO opposes the EERP because it is not in the best interest of

ratepayers for the following reasons:

1.

By capitalizing program costs and applying carrying costs, the
ratepayers may end up paying more for the EE programs than if
these costs were expensed.

The rate of return plus 200 basis points premium that is applied to
the DSM/EE program costs constitutes a performance incentive
that is not based on actual performance and rewards spending over
the EE savings.

The 3 year term unnecessarily binds future Commissions to
spending levels and program structure.

The EERP eliminates significant Commission oversight as there are
no annual adjustments required. The budgets and DSMS will have
been determined in advance in this rate case based on the
scheduled investment from January, 2014 through December 31,

2016.
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Q.

Is UNSE’s proposal and RUCO’s recommendations very similar to
those as proposed in TEP’s most recent rate case under Docket No.
12-02917?

Yes. The Company’s as well as RUCO’s proposals are basically the

same.

What was final outcome regarding the TEP EERP as filed?

On February 4, 2013, Staff of the Arizona Corporation filed a copy of a
proposed settlement agreement (“Settlement Agreement”). TEP, RUCO
ACC Staff and other intervenors to the case are signatories to the
Settlement Agreement. After weighing all of the evidence presented
during a subsequent hearing in the case, the Administrative Law Judge
issued a Recommended Opinion and Order (“ROO") on May 17, 2013
adopting the settlement agreement. During the regular open meeting held
on June 11, 2013, the ACC Commissioners adopted an amended to the
ROO. The Commissioners final decision kept the existing energy
efficiency programs in place under the current cost recovery mechanism
and ordered the establishment of a generic docket to study energy

efficiency programs and other methods of recovery.
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Q.

Based on the ACC Commissioners decision in the latest TEP rate
filing, what recommendation is RUCO proposing in this case?

RUCO is recommending that the Company’s EERP, as filed, be rejected
at this time and that their existing energy efficiency programs be
maintained and kept in place. Once the study is completed, and a final
decision has been made by the Commission, than UNSE can move
forward with the Commission’s approved energy efficiency programs

including the approved methods of recovery.

Does this conclude your testimony?

Yes.
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GROSS REVENUE CONVERSION FACTOR, INCOME TAX CALCULATION

DESCRIPTION

Calculation of Gross Revenue Conversion Factor:
Revenue

Uncollecible Factor

Revenues (L1-12)

Combined Federal and State income Tax (Line 23)
Subtotal (L3 - L4)

Revenue Conversion Factor (L1/L5)

Calculation of Effective Tax Rate:

Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate

Federal Taxable Income (Ln 10 - Ln 11)

Applicable Federal Income Tax Rate (Col. (C), L51)

Effective Federal Income Tax Rate (Ln 12 x Ln 13)

Combined Federal and State Income Tax Rate (Ln 11 + Ln 14)

Required Operating Income (Sch. RBM-1, Col. (D) Ln 7)
Adjusted Test Year Operating Income (Loss) (Sch. RBM-1, Col. (D), Ln 3)
Required Increase in Operating Income (Ln 18 - Ln 19)

Income Taxes on Recommended Revenue (Col. (C), Ln 48)
Income Taxes on Test Year Revenue (Col. (A), Ln 48)
Required Increase in Revenue to Provide for Income Taxes (Ln 22 - Ln 23)

Recommended Revenue Requirement (Sch. RBM-1, Col. (D), Ln 23)
Uncollectible Rate (Ln 2)

Uncolllectible Expense on Recommended Revenue (Ln 26 x Ln 27)

Adjusted Test Year Uncollectible Expense(Sch. RBM-4, Col. (A), Ln 3)
Required Increase in Revenue to Provide for Uncollectible Exp. (Ln 28 - L 29)

Calculation of Income Tax:

Revenue (Sch. RBM-7, Col. (C) or(E) Ln 6

Operating Expenses Excluding Income Taxes (Sch RBM-7, Col.(C) or (E) Ln 15 + Ln 13)
Synchronized Interest (Col. (A) Ln 58

Arizona Taxable Income (L35 - L36 - L37)

Arizona State Income Tax Rate

Arizona Income Tax (Ln 38 x Ln 39)

Federal Taxable Income (L42 - L44)

Federal Tax on First Income Bracket (31 - $50,000) @ 15%

Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%

Total Federal Income Tax

Combined Federal and State Income Tax (L44 + L51)

Synchronized Interest Calculation

Rate Base

Weighted Average Cost of Debt (RBM-17)
Calculated Interest Cost

& &

H OGP PP AR P B

[Al

100.00%
0.3196%
99.6804%
38.5764%
61.1039%
1.636555

100.0000%
6.9340%
93.0660%
34.0000%
31.6424%

13,726
15,388

4,887
5,943

163,981

0.3196%
524
518

Test

Year
163,981
142,651
5,926
15,405
6.9340%
1,068
14,336

208,654

2.84%
5926

$

[B}

38.5764%

(1,662)

(1,055)

< A B

Schedule RBM-1
Page 2 of 2

iC]

RUCO

Recommended

161,263
142,651
5,926

12,687
6.9340%
880

11,807

H [A 4P PP Y B
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UNS Electric, Inc.

Schedule RBM-3

Docket No. E-04204A-12-0504 Page 1 of 3
Test Year Ended June 30, 2012
ORIGINAL COST RATE BASE - ACC JURISDICTIONAL
(A) (B) (©)
COMPANY RUCO
LINE FILED RUCO ADJUSTED
NO. DESCRIPTION AS OCRB ADJUSTMENTS AS OCRB
1 Gross Utility Plant in Service 535,855 (8,662) 527,193
2 Accumulated Depreciation (234,964) 637 (234,327)
3 Net Utility Plant In Service 300,891 (8,025) 292,866
4
5 Citizens Acquisition Discount (80,856) - (80,856)
6 Less: Accu Amort Citizens Acq Discount (28,773) - (28,773)
7 Net Citizens Acquisition Discount (52,083) - -
8
9 Total Net Utility Plant 248,808 (8,025) 240,783
10
11 Deductions:
12 Cust. Advances For Const. (7,616) - (7,616)
13 Customer Deposits (6,224) - (6,224)
14 Defd Credit - Cont'd Plt & Retm't Oblig. (2,855) - (2,855)
15 Acc. Deferred Income Taxes (22,010) - (22,010)
16 Total Deductions (38,705) - (38,705)
17
18 Allowance - Working Capital 6,472 $ 104 6,576
19
20 Regulatory Assets - - -
21
22 Regulatory Liability - - -
23
24
25 TOTAL OCRB $ 216,575 $ (7,.921) 208 654
References:

Column (A): - Company Schedule B-2. Also see RBM-3 page 2 Col. A
Column (B): - RUCO Adjustments - See RBM-3 page 2, Columns (B) thru (E)
Column (C): - Sum Of Columns (A) and (B)
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UNS Electric, Inc.

Schedule RBM-4

Docket No. E-04204A-12-0504 Page 1
Test Year Ended June 30, 2012
RATE BASE ADJUSTMENT NO. 1 AND 2
POST TEST YEAR PLANT / ACCUMULATED DEPRECIATION
(A) (B) ©)
Company RUCO RUCO
Proposed Proposed Adjustment
1 Company Post Test Year Plant Depreciation $ 546,885 $ - $ 546,885
2 -
3 Company Calculation for NNS Included in 2,480,327.30 2,390,202 90,125
4 Depreciation Expense (See RBM-14, page 2)
5 $ 3,027,212 § 2,390,202
6 TOTAL ACCUMULATED DEPRECIATION ADJ. $ 637,010
7
8
9 Company's Calculation Post Test Year
10 Depreciation Expense
11 Depreciation Depreciation
12 Plant Total Including NNS Calculated for
13 Acct Adjusted Rate 12 months
14
15 E303 Miscellaneous Intangible Plant $ 28,968 0.0667 $ 1,932
16 E343  Prime Movers 2,886 0.0270 78
17 E344  Generators (284,715) 0.0245 (6,976)
18 E360 Land & Land Rights 1,664 - -
19 E362  Station Equipment 550,807 0.0384 21,151
20 E364 Poles, Towers, & Fixtures 2,044,274 0.0388 79,318
21 E365  Overhead Conductors & Devices (99,862) 0.0392 (3,915)
22 E366 Underground Conduit 12,275 0.0366 449
23 E367  Underground Conductors & Devices (789,775) 0.0427 (33,723)
24 E368 Line Transformers ’ 3,381,684 0.0445 150,485
25 E370 Meters 324,358 0.0301 9,763
26 E373  Street Lights and Signal Systems 32,150 0.0387 1,244
27 E390  Structures & Improvements 2,008,633 0.0260 52,224
28 E391 Office Furniture & Equipment 560,773 0.2000 112,155
29 E392  Transportation Equipment 856,008 0.1838 157,334
30 E393  Stores Equipment 34,064 0.0303 1,032
31 E394  Tools, Shop, & Garage Equipment 44172 0.0345 1,524
32 E396  Power Operated Equipment 4,924 0.0653 322
33 E397 Communication Equipment 57,172 0.0435 2,487
34
35 $ 8,770,462 $ 546,885
36
37
38 Generation $ (145,639)
39 Distribution 5,457,574
40 General 3,458,527
41 Total Company $ 8,770,462
ACC Jurisdictional $ 8,662,369
References:

Columns (A), (B),(C), Lns 9 thru 33 Company Schedule Post Test Year Depreciation



UNS Electric, Inc.
Docket No. E-04204A-12-0504
Test Year Ended June 30, 2012

c
m
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DESCRIPTION

Cash Working Capital Per UNSE
Cash Working Capital Per RUCO
Adjustment

Fuel Inventory Per UNSE
Fuel Inventory Per RUCO
Adjustment

Materials And Supplies Per UNSE
Materials And Supplies Per RUCO
Adjustment

Prepayments Per UNSE
Prepayments Per RUCO
Adjustment

TOTAL ADJUSTMENT - WORKING CAPITAL

RATE BASE ADJUSTMENT NO. 3
ALLOWANCE FOR WORKING CAPITAL

(Thousands of Dollars)

REFERENCE

UNSE SCH. B-5, Page 1
SCH RBM-6 Ln 33
Line 2 - Line 1

UNSE SCH. B-5, Page 1
UNSE SCH. B-5, Page 1
Line6-Line 5

UNSE SCH. B-5, Page 1
UNSE SCH. B-5, Page 1
Line 10 -Line 9

UNSE SCH. B-5, Page 1
UNSE SCH. B-5, Page 1
Line 14 - Line 13

Sum Lines 3,7, 11, 15)

Schedule RBM-5
Page 1

(A)
AMOUNT

(3,919)
(3,815)

104

9,467
9,467

924
924

L3 ¥|eh & A |A ©h s &

104




UNS Electric, inc.

Schedule RBM-6

Docket No. E-04204A-12-0504 Page 1
Test Year Ended June 30, 2012
ALLOWANCE FOR WORKING CAPITAL
LEAD/LAG DAY SUMMARY
(A) (B) (C) (D) (E) (F) (G) (H)
COMPANY RUCO Lead Cash Working
LINE TEST YEAR RUCO Adjusted Revenue Exp Net Lag Capital
NO. DESCRIPTION AS FILED Adj Results Lag Days LagDays Lag Days Factor Requiredments
OPERATING EXPENSES
Non-Cash Expenses:
1 Bad Debts Expense 518 - - - - -
2 Depreciation 24,288 - - - -
3 Amortization (3,647) - - - -
4 Deferred Income Taxes 6,313 - - - -
5 Total Non-Cash Expenses 27,472 - - -
Qther Operating Expenses:
6 Salaries & Wages 3,958 (107) 3,851 35.59 23.33 12.26 0.0336 129
7 Incentive Pay 118 (52) 66 35.59 267.00 (231.41)  (0.6340) (42)
8 Purchased Power 77,622 - 77,622 35.59 33.79 1.80 0.0049 383
9 Transmission Other 8,853 - 8,853 35.59 40.67 (5.08) {0.0139) (123)
10 Meter Reading 839 - 839 35.59 33.67 1.92 0.0053 4
11 Customer Records & Coll Exp 2,108 - 2,108 35,59 34,94 0.65 0.0018 4
12 Office Supplies and Expenses 1,305 - 1,306 35.59 50.89 (16.30) (0.0419) (55)
13 Injuries and Damages 691 (323) 368 35.59 70.52 (34.93) (0.0957) (35)
14 Pensions and Benefits 1,908 - 1,808 35.59 51.37 (15.78)  (0.0432) (82)
15 Support Services 1,306 - 1,306 35.59 44.77 (9.18)  (0.0252) (33)
16 Property Taxes 5,583 (107) 5476 35.59 213.00 (177.41)  (0.4861) (2,662)
17 Payroll Taxes 401 (9) 392 35.59 19.87 15.72 0.0431 17
18 Current Income Taxes - - - 35.59 41.42 (5.83) (0.0160) -
19 Interest on Customer Deposits 10 - 10 35.59 182.50 (146.91)  (0.4025) 4)
20 Other O&M Expenses 11,352 (44) 11,308 35.59 41.21 (5.62) (0.0154) (174)
21 -
22 Total Other Operating Exp. $ 116,054 § (643) $ 115411 $ _(2,673)
23
24 Other Cash Working Capital Elements:
25 Interest on Long-Term Debt 7175 - 7,175 35.59 70.48 -34.89 -0.095589 (686)
26 Rev. Taxes and Assessments 15,293 - 15,293 35.59 49.43 -13.84 -0.037918 (580)
27
28 3 22468  § - 3 22,468 $ (1,266)
29
30 TOTAL CASH WORKING CAPITAL $ 165,994 $ 137,879 Total Company (3,919)
31
32 ACC Jurisdictional $ (3,815)
33

34 References:

35 Column (A): - Company Schedule B-5
36 Column (B): RUCO Operating Income Adjustments (See RBM-8)

37 Column (C): Column (A) + (B)

38 Column (D): Company Schedule B-5, Page 3
39 Column (E): Column (C) X Column (D)



UNS Electric, Inc. Schedule RBM-7
Docket No. E-04204A-12-0504 Page 1 0of 2
Test Year Ended June 30, 2012

SUMMARY OPERATING INCOME STATEMENT - ACC JURISDICTIONAL
{Thousands of Dollars}

(A) B) (C) (D) (E)
COMPANY RUCO RUCO RUCO RUCO
LINE AS TEST YEAR TEST YEAR PROPOSED RECOM'D
NO. DESCRIPTION FILED ADJM'TS AS ADJ'D ACC JURID'L ACC JURID'L
1 Operating Revenues:
2 Electric Retail Revenues $ 162,190 $ - $ 162,190 $ (2,718) $ 159,472
3 Sales for Resale - - -
4 Other Operating Revenue 1,791 - 1,791 - 1,791
5 -
6 TOTAL OPERATING REVENUES 163,981 - 163,981 (2,718) 161,263
7
8 Operating Expenses:
9 Fuel, Purchased Power and Trans 100,337 - 100,337 - 100,337
10 Other Operations and Maintenance Exp 20,717 (590) 20,127 - 20,127
11 Depreciation and Amortization 18,534 (637) 17,897 - 17,897
12 Taxes Qther than Income Taxes 4,407 (118) 4,289 - 4,289
13 Income Taxes 5,378 565 5,943 (1,054) 4,887
14 Rounding Differences - - - - -
15 TOTAL OPERATING EXPENSES 149,373 (780) 148,593 (1,054) 147,538
16
17 OPERATING INCOME (LOSS) 3 14608 % 780 § 15,388 3 (1663) % 13,726
References:
Column (A) Per Company Filing
Column (B) Schedule RBM-8
Column ( E) Schedule RBM-1 page 2
References:

Column (A): Company Schedule C-1

Column (B): Testimonies, RLM & MDC And Schedule RLM-8, Pages 1 Thru 6
Column (C): Column (A) + Column (B)

Column (D): Column (C) X Jurisdictional Factor

Column (E): See Schedule RLM-1

Column (F). Column (D) + Column (E)



88€°G1 $

$ (59g)

0L $

G9

89

€658y

(ZoL)

[CR)

(2€9)

(6]

LE€'00} $

186°€91

(Z01)

(g9)

(2€9)

(6)

SANNIATH ONILYHIAHO 101

162°1
061291 $

g ebed L-NEY 3INpayog (3 ) uwnjod

8-INgY 8Inpaydg (g) uwnjod
Bunl4 Auedwiod Jad () uwnjod
REXITEICIEN

(SSO7) ANOONI ONILYHILO L1

SISNIAXA ONILYHYIL0 TVIOL Gi
saoualogid Bupunoy bt

saxel awodu|  ¢f

SOXB] 8WOJU| UBY} 18I0 SoXBY  Z}
uoneziLiowy pue uonedaideq Lt

dx3 soueus)UlEl PUB SUOHRISdO B0 Ol
SUBI] PUE JOMO4 paseyaind ‘|and

'sesuadx3 bunesadQ

anuaAay BuneiadQ Jayio

8jesey J0) sajes

sanuaAey JIBjey JLo8|3
$8nusAsy buliessdo

TNMOITWONDOOD

{2)-way

9L-Nay

S1-Nay

vi-Way

popt o
se
oond
)

ZJo z abed
£-INGY 8Inpauog

Xep oEou...c_
6 ey
{r)

xej *doid
8oy
()]

ose) w—ulu_
L'pvy

uopeaidag
9 Iy

[T T
asuadxy
xe| Jjoiked

SLINIWLSNFAY OONY- TYNOILDIASIHNG OOV - LNIWILYLS IWOONI ONILYHIdO

NOILdINOS3Q ‘ON
aNA

Z10Z '0g sunp papu3 Jea A s
$0S0-21-Y¥0Zr0-3 "ON 19400Q
*3U| 0110313 SNN



g-1 sabed g-9 sanpayog Auedwon) sag

KR IETETEN]
(e9) $ (81 $ (c12) $ (oze) $ - $ (ezz9) $ - $ s/l'sg $ (SSOT) ANOONI ONILYHIJO LI
ol
€5 8l ele (29¢'8) 880°'C (86L'c) (082) 9e5' LG SASNIAJXT ONILYHIAHO TVIOL 6L
- - - - - - - - saoualsyig Buipunoy Al
- - - - - - - 256'0L saxe| awodu| el
- 8l - (22) - - - gL'y Saxe] SWooU| LBy} IO SSXEL ZL
- - - - - - - Lvl'oL uonezoury pue uogersidaq L
€5 - €1z (929'2) - - (982) 68.'Le dx3 eoueusjurely pue suojessdo JoU0 ol
- - - (699) 8802 (861'¢) - 1£8'16 Suel | pue Jamod paseyaind ‘feny 8
'sasuadx3 Bupesedp g
L
- - - . (eez's) 8802 (1zv's) (982) L12'8LL SINNIATY ONILYHIHO VLOL 9
- S
- - - (c62'6) - (982) 88L'LL anuanay Bunesado saui0 14
- - - - - - - - alesay Joj ssjeg €
- $ - $ - $ - $ 8802 ¢  (zv'e) $ - $ £25'891 $ $ONUBABY [1B19Y SL109|T z
:sanuaAay Bupersdg L
sjyyausg xeL asuadx3y Wsa Ipv Ipy Jayjeam jue.n a3nd NOLLJINOS3A "ON
'3 uoisuad lloshked lioaked B 1S ovddd g Jawojsny VY sv aNn
ANVdWNOD
(H) (9) () @) (@ () (a) (v)
{s1ejjoq Jo spuesnoy])

SININLSNrav ANVdINOD - TYNOILDIASRING DOV - INJWILVLS JWOONI ONILYHIdO
Z10Z '0€ sunr papuz Jesp isa)
€ jo | abed ¥0G0-C1-vi020-3 "ON }&xo0q
8- INgY 8Inpayss "ou] ‘0l199|3 SNN



g-1 sabed z-0 sa|npaysg Auedwoy) sag
'$30UBlBjeY

6 $  {eLe) $  (vou) $  (zsl) ¢ (o0 $ 0z $  (5) $  (g9) $ (SSOT) ANOONI ONILYHALO /L
9l
(6) €Le ¥01 Z61 90/ {02) Sl 85 SASNIXT ONILYHIALO TVLOL Gl
z " N " N - - - Sa2UaI8Iq Buipunoy vl
- - R R - - - - saxe) awoou} €l
- - 14 6L - - - - SOXE | 9WOooU| Uey) Jayl) saxe]. F4)
R - - - 90L - - - uoljeziowy pue uonedaidag 1L
(6) cie 00l - - (02) 5L 85 dx3 adueuajuie pue suopesado JBUo oL
- - - - - - - - sueJ| pue Jamod paseyoind ‘;en4 6
:sosuadx3g bunesedp g
L
- - - - - - - - SINNIAIY ONILYHIALO TVLIOL 9
]
z < < - - - - - anusasy Bunesado oo ¥
- - R - - - - - alesay Joj sajes €
- $ - $ - $ - $ - $ - - $ - $ SONUBASY [1810Y 2U08[T 2
sonuaAay Bupesadp |
sang / diyg sabeueqg duwio) saxel dx3 dx3 dx3 P NOLLdI¥OS3a ‘ON
Jaquisiy saunfu| aAnuaU| fuadourd aidaq 1990 peg ase) ajey EEITY] aNM
(H) (H) (H) ()] (H) (H) (H) H
(siefjoq jo spuesnoq]])
SINIWLSNrav ANYdINOD - TYNOILDIGSIENE 99V - INSWILVLS JWOINI ONILYHIdO
2102 '0€ eunf papug JedA 1sa L
¢ Jo g abeg ¥0S0-21-vi0C0-3 "ON 1820(Q

8- NGy 8[npayog

"ou] ‘13813 SNN



g-1 sabed z-9 senpayos Auedwo) seg

1S90UBIBJOY
80971 $ (zog'el) $ (e2’ol) v.G'G [ $ (801 8 28t $ (282) $ (SSO1) INOONI ONLLYYIdO  ZL
9
clE'6Y1 (€912) 6/2°0) (¥25'9) (L) 180') - 282 S3SNAIX ONILYYIH0 VL0l 64
- $ - $ - - - - - - savualayq Buipunoy Pt
8/¢'s $ (v25'c) $ - (v28'6) - - - - SoxXe] swodu| sl
LOb'Y $ 261 $ - - - - - - Saxe] awoou| UeY) Jayi saxey ZL
yes'el $ 1821 $ - - - 180't - - uojezijowy pue uolesideq 3
L32'02 $ (890’2 $ - - (121) - z8e dx3 soueusjulely pue suogessdo Jsyio oL
Z£€'001 $ 00s'8 $ 6/2'0L - - - - - SUBI| PUE JaMOd paseyaind ‘len4 6
:sosuadx3 Bunyesadp @
L
186'c91 (ogL'st) - - - - z8l - SANNIATY ONILYHILO TVIOL 9
S
16L'1 $ (z6£'6) $ - - - - z81 - anuaaay Bupesado 1BYI0 14
- $ - $ - - - - - - alesay Joj sajeg [
061'294 $ (eee'9) $ - $ - $ - $ - $ - $ - $ SONUBARY llejay dujoR| z
:sanuansy Bugesadp L
pajsnipy snipy soxe dx3 aidaqg $994 20}y NOILJI¥OS3a "ON
JA 3891 lejoL 1lvo awoouy paway 1A388), agnMag bpig anNn
1sod
H) (H) H) H) H) H) (H) (H)

SIE[JO(Q JO SPUBSNOY L
SINIWISNradv ANVdINOD - TYNOILDIASIHNT 90V - INTFWILV.LS JWOONI ONILVHIAdO

Z10Z '0g 8unr papu3 JesA Jsa)
€ Jo ¢ ebed Y050-C1-VYP0ZH0-3 "ON 19000
8- NGy 8Inpayds "ou] '2Mpo8[3 SNN



UNS Electric, Inc.

© O NOO Db WN -

W WWWWMNNNNRNNRNDNDNDRNDRMN-SDS 2 A 2 2 2 a2
B WON 220 ©CO0NOODOPEAON- 000N BWN 2O

35
36
37
38
39
40
4
42
43
44
45
46
47
43
49
50
51
52

Schedule RBM-9

Docket No. E-04204A-12-0504 Page 1
Test Year Ended June 30, 2012
OPERATING EXPENSE ADJUSTMENT NO. 1
PAYROLL EXPENSE ADJUSTMENT
Gy (B) ©) ©) (E)
Percent of Percent of Year UNS Increase RUCO
ACCT ACCOUNT DESCRIPTION Total Ln 34 Col A One Increase Calculated ADJUSTMENT
0548 Generation Expense 19,189 0.513% 537 1,089 551
0557  Production Exp. - Oher 1,158 0.031% 32 66 33
0562  Trans-Station Expense 50,387 1.348% 1,411 2,859 1,448
0563 Trans-Overhead Line Exp 9,451 0.253% 265 536 272
0566  Trans-Misc Other Exp 127 0.003% 4 7 4
0581  Dist-Load Dispatching 428,600 11.462% 12,000 24,318 12,318
0583  Dist-Overhead Line Exp 131,418 3.515% 3,680 7.457 3,777
0584  Dist-Underground Line Exp 199,112 5.325% 5,575 11,297 5,723
0585 Dist-Light/Signal Exp 285 0.008% 8 16 8
0586 Dist-Meter Expenses 410,578 10.980% 11,496 23,296 11,800
0587  Dist-Customer Install Exp 57,365 1.534% 1,606 3,255 1,649
0588 Dist-Misc Expense 5,574 0.149% 156 316 160
0901  Cust Accounting Supervision 84,722 2.533% 2,652 5,374 2,722
0902 Meter Reading Expense 104,925 2.806% 2,938 5,953 3,016
0903 Cust Rec/Collection Exp 375,579 10.044% 10,516 21,310 10,794
0908 Customer Assistance Exp 29,209 0.781% 818 1,657 839
0909 Informational/Instrct Adv Exp 16,509 0.442% 462 937 474
0910  Misc Cust Service 997 0.027% 28 57 29
0920 A&G Salaries 775,508 20.740% 21,713 44,002 22,289
0925 Injuries & Damages 11,692 0.313% 327 663 336
0926 Pensions & Benefits 6,629 0.177% 186 376 191
0930 General Advertising Exp 1,057 0.028% 30 60 30
0553 Maint Gen & Elect Plant 167,238 4.473% 4,682 9,489 4,807
0554  Maint of Misc Other Rwr Gen Plant 33,282 0.890% 932 1,888 957
0570  Trans-Maint Stn Equip 2,769 0.074% 78 157 80
0571  Trans-Maint of OH Lines 15,905 0.425% 445 902 457
0592  Dist-Maint Stn Equip 267,653 7.158% 7,494 15,186 7,692
0593  Dist-Maint of OH Lines 422815 11.308% 11,838 23,990 12,152
0594  Dist-Maint if UG Lines 41,387 1.107% 1,159 2,348 1,189
0595  Dist-Maint Line Transformers 27,112 0.725% 759 1,538 779
0596  Dist-Mnt Light/Signals 30,972 0.828% 867 1,757 890
$ 3,739,206 100% 3 104,693 $ 212,160
RUCO Proposed Adjustment 107,467
Total Company
WAGES CHARGED
YEAR TO O&M
2011 4,024,126
2012 4,121,575
$ 8,145,701
2 Year Average $ 4,072,851
ACC Jurisdictional
Average Wage Increase 2.65% At 97%
Ln44 X Ln 46 Wage Increase Year 1 $ 107,931 $ 104,693 E-45 X 97%
Wages End of Year 1 $ 4,180,781
Average Wage Increase 2.65%
Ln48XLn 49 Wage increase Year2  $ 110,791 E-48 X 97%
Total Wage Increase
For 2 Years 218,721 $ 212,160
References:

Columns (A) and (B); Company UDR 1.01 Schedules
Columns (C) through (E); RUCO calculations.



UNS Electric, Inc. Schedule RBM-10
Docket No. E-04204A-12-0504 Page 1
Test Year Ended June 30, 2012

OPERATING INCOME ADJUSTMENT NO. 2
PAYROLL EXPENSE ADJUSTMENT - CALCULATIONS

(A)
1
2 Company Payroll Adjustment - ACC Jurisdictional $ 212,160
3
4 Company Payroil Tax Adjustment - ACC Jurisdictional $ 18,238
5
6 Percentage Adjustment 8.60%
7
8
9
10 RUCO CALCULATED - Payroll Adjustment - See RBM-9 $ 104,693
11
12 Percentage Used for Payroll Tax 8.60%
13
14 RUCO CALCULATED - Payroll Tax $ 9,000
15
16
17 RUCO Adjustment to Payroll Tax Expense $ 9,238
References:

Column (A) Lns 2 through 6; Company UDR 1.01 Schedules
Column (A) Lns 10 through 17; RUCOQ Calculated Adjustments



UNS Electric, Inc. Schedule RBM-11
Docket No. E-04204A-12-0504 Page 1

Test Year Ended June 30, 2012

OPERATING EXPENSE ADJUSTMENT NO. 3

INCENTIVE ADJUSTMENT
(A) (B) (C)
Line COMPANY RUCO RUCO
No. DESCRIPTION PROPOSED ADJUSTMENT AS ADJUSTED
1 Adjustment for Incentive $ 106,222 $ 53,111 § 53,111
2
3 UNS Allocation Percentage 0.97
4
5 Total RUCO Adjustment to ACC Jurisdictional $ 106,222 $ 53,111 § 51,518
6
7
8
9 Company Proposed $ 106,222
10 Split between Ratepayers and Shareholder 50%
11 RUCO Adjustment - Total Company $ 53,111

References:
Column (A) See TEP Data Response 1.60 Incentive Expense
Columns (B) and (C) RUCO calculations



UNS Electric, Inc. Schedule RBM-12
Docket No. E-04204A-12-0504 Page 1

Test Year Ended June 30, 2012

OPERATING EXPENSE ADJUSTMENT NO. 4
OFFICERS AND DIRECTORS INSURANCE

(A) (B) (C)
Line COMPANY RUCO RUCO
No. DESCRIPTION PROPOSED ADJUSTMENT AS ADJUSTED
1 925 Officers and Directors Liability Insurance $ 91,109 $ 45555 $ 45,555
2
3 UNS Allocation Percentage 0.97
4
5 Total RUCO Adjustment to ACC Jurisdictional $ 91,109 $ 45555 % 44,188
6
7
8
9 Company Proposed $ 91,109
10 Split between Ratepayers and Shareholder 50%
11 RUCO Adjustment - Total Company $ 45,555

References:
Column (A) See TEP Data Response 1.60 Insurance Expense
Columns (B) and (C) RUCO calculations



UNS Electric, Inc. Schedule RBM-13
Docket No. E-04204A-12-0504 Page 1
Test Year Ended June 30, 2012

O©Coo NN EW N=

OPERATING INCOME ADJUSTMENT NO. §

INJURIES AND DAMAGES
| UNSE Adjustment to Injuries & Damages | (A) (B) ©) (D)
Account Description 6/30/2010 6/30/2011 6/30/2012 Average for 3 Years
Workers' Compensation $ 23,433 $ 22509 $ 49838 $ 31,927
Workers' Compensation 160 (31,796) (28,347) (19,994)
Injuries & Damages 1,000,000 - - 333,333
Total for Three Year Period $ 1,023,593 $ (9,287) $ 21,491 $ 345,266
Company Average for 3 years $ 345,266 Column (D) Ln 7
Expenses for Test Year $ 21,491 Column (C)Ln7
Company Adjustment Using 3 Year Average $ 323,775 Column (A)Ln 10-Ln 12
ACC Jurisdictional 97%

|- 513061 PERCONMPANY

| RUCO's Adjustment to Injuries & Damages I

Account Description 6/30/2010 6/30/2011 6/30/2012 Average for 3 Years
Workers' Compensation $ 23,433 $ 22509 $ 49838 $ 31,927
Workers' Compensation 160 (31,796) (28,347) (19,994)
Injuries & Damages 1,000,000 - - 333,333
RUCO Reduction in Injuries and Damages (1,000,000) - - (333,333)
Total for Three Year Period $ 23,593 $ (9,287) $ 21,491 § 11,932

RUCO does not believe that the Injuries and damages expense for $1,000,000 incurred at year ending June 30, 2010 should be included
in the calculation for the the three year period. The expense is extraordinary in nature and should be excluded.

RUCOQO'S Average for 3 years 3 11,932 Column (D) Ln 29
Expenses for Test Year $ 21,491 Column (C) Ln 29
Company Adjustment Using 3 Year Average $ (8,559) Column(A)Ln36+1Ln38
ACC Jurisdictional 97%

ACC Jurisdictional Adjustment $ (10,272)  PER RUCO's Calculation

References:
Columns (A) through (D) Lines 3 through 18 provided by Company
in UDR 1.01 Workpaper Schedules.

Columns (A) through (D) Lines 21 through 47 RUCO calculations



UNS Electric, Inc.

Schedule RBM-14

Docket No. E-04204A-12-0504 Page 1 of 2
Test Year Ended June 30, 2012
OPERATING EXPENSE ADJUSTMENT NO. 6
DEPRECIATION EXPENSE - POST TEST YEAR PLANT
(A) (B) (C)
Company RUCO RUCO
Proposed Proposed Adjustment
1 Company Post Test Year Plant Depreciation 546,885 $ - $ 546,885
2 -
3 Company Calculation for NNS Inciuded in 2,480,327.30 2,390,202 90,125
4 Depreciation Expense (See RBM-14, page 2)
5 3,027212 $ 2,390,202 $ 637,010
6
7
8
9 Company's Calculation Post Test Year
10 Depreciation Expense
11 Depreciation Depreciation
12 Plant Total Including NNS Calculated for
13 Acct Adjusted Rate 12 months
14
15 E303 Miscellaneous Intangible Plant 28,968 0.0667 S 1,932
16 E343  Prime Movers 2,886 0.0270 78
17 E344  Generators (284,715) 0.0245 (6,976)
18 E360 Land & Land Rights 1,664 - -
19 E362  Station Equipment 550,807 0.0384 21,151
20 E364 Poles, Towers, & Fixtures 2,044,274 0.0388 79,318
21 E365 Overhead Conductors & Devices (99,862) 0.0392 (3,915)
22 E366  Underground Conduit 12,275 0.0366 449
23 E367  Underground Conductors & Devices (789,775) 0.0427 (33,723)
24 E368 Line Transformers 3,381,684 0.0445 150,485
25 E370 Meters 324,358 0.0301 9,763
26 E373  Street Lights and Signal Systems 32,150 0.0387 1,244
27 E390  Structures & Improvements 2,008,633 0.0260 52,224
28 E391  Office Furniture & Equipment 560,773 0.2000 112,155
29 E392  Transportation Equipment 856,008 0.1838 157,334
30 E393  Stores Equipment 34,064 0.0303 1,032
31 E394  Tools, Shop, & Garage Equipment 44,172 0.0345 1,524
32 E396 Power Operated Equipment 4,924 0.0653 322
33 E397 Communication Equipment 57,172 0.0435 2,487
34
35 8,770,462 $ 546,885
36
37
38 Generation (145,639)
39 Distribution 5,457 574
40 General 3,458,627
41 8,770,462
References:

Columns (A), (B),(C), Lns 9 thru 33 Company Schedule Post Test Year Depreciation
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Docket No. E-04204A-12-0504 Page 2 of 2
Test Year Ended June 30, 2012
OPERATING EXPENSE ADJUSTMENT NO. 6
DEPRECIATION EXPENSE - NET NEGATIVE SALVAGE
(A) (B) (©)
Acct. Depre. Expense Depre. Expense Depre. Expense
No. Account Description Using NNS Rates No NNS Rates Difference
341 Structures & Improvements $ 109,968 $ 105,714 $ 4,254
342 Fuse Holders, Producers & Accessories 24,903 23,320 1,583
343 Prime Movers 269,262 246,579 22,683
344 Generators 1,436,056 1,397,398 38,658
345 Assessory Electric Equipment 305,154 293,389 11,765
346 Miscellaneous Power Plant Equipment 334,984 323,802 11,183
3 2,480,327 $ 2,390,202 $ 90,125
The above Company calculation is assuming that the Net Negative Salvage rates as requested by the Company in
this rate filing has been approved. RUCO does not believe that additional salvage values should be approved in
this rate case. See RUCO testimony.
References:

Columns (A) through (C) Ln 1 through Ln 8; See Company UDR 1.01



UNS Electric, Inc. Schedule RBM-15
Docket No. E-04204A-12-0504 Page 1 of 1
Test Year Ended June 30, 2012

OPERATING INCOME ADJUSTMENT NO. 7

RATE CASE EXPENSE
(A) (B) (C)

Line COMPANY RUCO RUCO
No. DESCRIPTION PROPOSED ADJUSTMENT AS ADJUSTED
1 Rate Case Expense $ 75444 $ (64,667) $ 10,777
2
3
g RUCO's recommendation is based on two factors: (1) What has been approved in
6 prior rate cases by the Commission; (2) What is fair and reasonable to the rate
7 payer.
8
9
10 Company RUCO
11 Proposal Proposal
12
13 Current Test Year Activity - to be removed from Test Year $122,222 $122,222
14
15
16 Rate Case Expense allowed per ACC Decision No. 71914 $300,000 $300,000
17
18 Rate Case Expense allowed per ACC Decision No 70360 Balance $66,667 $66,667
19
20 Yearly Amortization (starting Oct 2010) $122,222 $122,222
21
22  Monthly Amortization (starting Oct 2010) $10,185 $10,185
23
24 Amortization Oct 2010 - August 2013 (1) $366,667 $366,667
25
26 Remaining Balance @ January 2014 $ - $ -
27
28 Estimated Rate Case Expense for current case $ 500,000 $200,000
29 $ 400,000 $133,333
30
31
32 TOTAL Proforma Adjustment $77,778 $11,111
33
34 ACC Jurisdictional $75,444 $10,777

(1) Assumption: new rates will go into effect in January 2014.

References:
Column (B) Ln 13 through Ln 34; See Company UDR 1.01



UNS Electric, Inc.
Arizona Property Taxes
Test Year Ended 06/30/12

COMPANY ADJUSTMENT TO EXPENSE
Account Description

Generation
Transmission
Distribution
General / Intangible

Company Adjustment to Property Tax Expense

Schedule RBM-16

Page 1
OPERATING INCOME ADJUSTMENT NO. 8
PROPERTY TAX EXPENSE
(E)
(A) (B) (€) (D) ACC
Total Company ACC Total Company ACC Jurisdictional
Company Jurisdictional Per RUCO Jurisdictional ADJUSTMENT
As Filed As Filed See Ln 60 Per RUCO PER RUCO
$ 492,349 $ 492,349 $ 424,849 $ 492,349 -
155,971 - 155,971 -
(425,406) (425,406) (531,921) (531,921) (106,515)
128,699 124,829 128,699 124,829 -
$ 351,613 $ 191,772 $ 177,597 $ 85,257

SUPPORTING DETAILS FOR RUCO's CALCULATIONS:

Utility Plant in Service Taxes

Net Plant in Service before Post Test Year Adj.

Net Plant in Service - Post Test Year Adj.

RUCO Adj. - Post Test Year Plant (Col (A) Ln 66)
Sub-total Net Plant in Service

Less: AZ Non-taxable Licensed Transportation
Less: AZ Generation General Plant

Less: AZ T&D Stores Equipment

Less: AZ Land Cost & Rights of Way*

Less: Environmental Property

Less: AZ Net Book Value of Generation

Plus: Full Cash Value of Generation

Plus: Post Test Yr - Generation

Plus: Land FCV per AZ Department of Revenue
Adjusted Plant in Service Fuli Cash Value
Assessment Ratio

Taxable Value

Average Tax Rate

Property Tax

Environmental Property

Statutory Full Cash Vaiue Adjustment
Full Cash Value

Assessment Ratio

Taxable Value

Average Tax Rate

Property Tax

Renewables Cost less ADOR Depreciation
Plus: Post Test Yr & Delayed Plant Additions

Adjusted Renewables Cost iess ADOR Depreciation

Statutory Full Cash Value Adjustment
Full Cash Value

Assessment Ratio

Taxable Value

Average Tax Rate

Property Tax

Total AZ Property Taxes
Unadjusted
Adjustment
Generation

Distribution
General

TOTAL ADJUSTMENT - POST TEST YEAR PLANT

References:

General/
Generation Tr ission Distribution Intangible Total
75,827,766 36,847,123 143,658,770 16,756,763 273,090,422
4,918,787 - 5,128,117 3,114,910 13,161,814
(3,458,527) (5,457,574) 145,639 (8,770,462)
77,288,026 36,847,123 143,329,313 19,871,673 277,481,774

- - - (5,767,971) (5,767,971)

- - - (456,188) (456,188)

- - - (147,200) (147,200)

(205,436) (1,356,642) (1,417,594) (41,315) (3,020,987)

- (79,605) (19,821,731) (19,901,336)

(80,746,553) (80,746,553)
55,387,085 55,387,085
(94,695) (94,695)
- 3,211,491 3,211,491
51,628,427 35,410,876 125,301,479 13,458,999 225,945,420
19.5% 19.5% 19.5% 19.5%
10,067,543 6,905,121 24,433,788 2,624,505 44,030,957
10.0087% 10.0087% 10.0087% 10.0087%
1,007,630 691,113 2,445,505 262,679 4,406,926
- 79,605 19,821,731 - 19,901,336
50% 50% 50% 50%

- 39,803 9,910,866 - 9,950,668
19.5% 19.5% 19.5% 19.5%

- 7,781 1,932,619 - 1,940,380
10.0087% 10.0087% 10.0087% 10.0087%

- 771 193,430 - 194,207
5,122,144 - - - 5,122,144
5,755,000 - - - 5,755,000

10,877,144 - - - 10,877,144
20.0% 20.0% 20.0% 20.0%
2,175,429 - - - 2,175,429
19.5% 19.5% 19.5% 19.5%
424,209 - - - 424,209
10.0087% 10.0087%
42,458 - - - 42,458
1,050,088 691,890 2,638,935 262,679 4,643,591
625,239 535,919 3,170,856 133,980 4,465,994
424,849 155,971 (531,921) 128,699 177,597
$ (145,639)
5,457,574
3,458,527
$ 8,770,462

Columns (A) through (D) Lines 3 through 18 provided by Company

in UDR 1.01 Workpaper Schedules.



UNS Electric, Inc.

Schedule RBM-17

Docket No. E-04204A-12-0504 Page 1 of 1
Test Year Ended June 30, 2012
COST OF CAPITAL - ORIGINAL COST RATE BASE
Thousands of Dollars
) (:)) © (D) (3] (]
COMPANY RUCO WEIGHTED

LINE AS RUCO AS COST cosT
NO. DESCRIPTION FILED ADJUSTMENTS ADJUSTED PERCENT RATE RATE

1 Long-term Debt 129,135 - 129,135 47.40% 5.99% 2.84%
2

3 Common Equity 143,287 - 143,287 52.60% 8.16% 4.29%
4

5 TOTAL CAPITAL  § 272,422 § - $ 272,422 100.00%

6

7 WEIGHTED COST OF CAPITAL (Sum Lines 1 Thru 5) 7.13%

8

9

10 COST OF CAPITAL - FAIR VAUE RATE BASE

1

12 (A) (8) ©) (D} (3] F

13 COMPANY RUCO WEIGHTED
14 AS RUCO AS COST coSsT

15 DESCRIPTION FILED ADJUSTMENTS ADJUSTED PERCENT RATE RATE

16

17 Long-term Debt 129,135 § - 8 129,135 47.40% 3.84% 1.82%

18

19  Common Equity 143,287 - 143,287 52.60% 6.01% 3.16%

20 -
21 TOTAL CAPITAL § 272422 - $ 272,422 100.00%

22

23 WEIGHTED COST OF CAPITAL (Sum Lines 1 Thru 5) 4.98%

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):
Column (F):

Company Schedule D-1

Testimony, WAR

Column (A) + Column (B)

Column (C), Line ltem / Total Capital
Testimony, WAR

Column (D) X Column (E)
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Direct Testimony of William A. Rigsby
UNS Electric, Inc.
Docket No. E-04204A-12-0504

EXECUTIVE SUMMARY

Based on the Residential Utility Consumer Office’s analysis of UNS
Electric, Inc.’s (“UNSE”) application for a permanent rate increase, filed
with the Arizona Corporation Commission (“ACC” or “Commission”) on
December 31, 2012, RUCO recommends the following:

Cost of Equity — RUCO recommends that the Commission adopt an 8.16
percent cost of common equity. This 8.16 percent figure is the result
obtained from the Discounted Cash Flow model (“DCF”) used in RUCO'’s
cost of equity analysis, and is 234 basis points lower than UNSE’s
proposed 10.50 percent cost of common equity. The 8.16 percent figure
takes into consideration the Company’s generation portfolio in relation to
RUCO’s sample of electric utilities and the fact that UNSE’s capital
structure is virtually identical to the average capital structure of the sample
electric utilities.

Cost of Debt — RUCO recommends that the Commission adopt RUCO’s
recommended cost of long-term debt of 5.99 percent which is UNSE’s
actual end of test year cost of long-term debt.

Capital Structure — RUCO recommends that the Commission adopt
UNSE’s actual end of test year capital structure comprised of no short-
term debt, 47.40 percent long-term debt and 52.60 percent common

equity.

Original Cost Rate of Return — RUCO recommends that the Commission
adopt a 7.13 percent weighted average cost of capital as the original cost
rate of return for UNSE. This 7.13 percent figure is the weighted cost of
RUCO’s recommended costs of long-term debt and common equity, and
is 122 basis points lower than the 8.35 percent weighted average cost of
capital being proposed by UNSE.

Fair Value Rate of Return — RUCO recommends that the Commission
adopt a fair value rate of return of 4.98 percent for UNSE, which is
RUCO’s 7.13 percent original cost rate of return minus RUCO’s
recommended inflation adjustment of 2.15 percent. The method used by
RUCO to arrive at this 7.13 percent figure is consistent with the methods
adopted by the Arizona Corporation Commission in prior UNSE and UNS
Gas, Inc. rate case proceedings.
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EXECUTIVE SUMMARY (Cont.)

RUCO disagrees with a number of inputs that UNSE’s cost of capital
consultant used in both the DCF model and the Capital Asset Pricing
Model which were used to develop UNSE'’s proposed cost of common
equity estimate of 10.50 percent. This includes forecasted yields on long-
term U.S. Treasury instruments, and forecasted data on companies
included in the Standard & Poor’s 500 stock index as opposed to recent
actual yields and actual historic data.
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INTRODUCTION

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

A. My Name is William A. Rigsby. | 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 Utility and Regulatory Financial Analysts
(“SURFA”). The CRRA designation is awarded based upon experience
and the successful completion of a written examination. Appendix |, 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 UNS Electric, Inc.’s (“UNSE” or the “Company”) application for

a permanent increase in rates (“Application”).

Is this your first case involving UNSE?

No. In 2003 | was involved with UniSource Energy Corporation’s
acquisition of the Arizona natural gas and electric assets of Citizens’
Utilities Company. UNSE was the result of that acquisition. | have also
testified on cost of capital issues in all of UNSE’s prior rate case
proceedings that have come before the Commission. This includes the
Company’s most recent rate case which resulted in Decision No. 71914,
dated September 30, 2010. UNSE’s present rates were established in

that Decision.

Please describe UNSE.

UNSE is a wholly owned subsidiary of UNS Energy Corporation (“UNS” or
“Parent”) (formerly known as UniSource Energy Corporation), which is
also based in Tucson (Attachment D). UNS is also the parent company of
UNSE'’s sister company, UNS Gas, Inc. (“UNSG”) and Tucson Electric
Power (“TEP”). According to UNSE’s Application, the Company provides
electricity to more than 73,000 customers in Mohave County and more

than 18,000 customers located in Santa Cruz County. UNSE’s customer
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base is comprised of 88.00 percent residential, 11.00 percent commercial
and less than 1.00 percent industrial. The Company’s generating sources
include the 90 MW natural gas fired Black Mountain Generating Station
which is located near Kingman, Arizona and the 63 MW natural gas and
diesel fueled Valencia Power Plant in Nogales, Arizona. UNS also owns
two solar photovoltaic facilities which produce 2.5 MW of electricity. The
aforementioned facilities produce approximately 34.00 percent of UNSE’s
estimated peak capacity of 450 MW required through December of 2013.
The majority of the Company’s electric power is obtained through a
portfolio of long, intermediate and short-term purchased power

agreements for UNSE’s base load and on-peak power requirements.

Q. Has UNSE elected to perform a reconstruction cost new less

depreciation study in this case?

A. Yes. UNSE 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 is recommending a fair value rate of return (“FVROR”) to be

applied to UNSE’s FVRB.
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Q.
A

Please explain your role in RUCO's analysis of UNSE’s Application.

| reviewed UNSE’s 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
recommended cost of common equity (UNSE has no preferred stock) and
my recommended cost of debt. The recommendations contained in this
testimony are based on information obtained from UNSE’s Application,
responses to data requests, and from market-based research that |

conducted during my analysis.

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

Briefly summarize how your cost of capital testimony is organized.
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
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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
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,
I 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

an 8.16 percent cost of common equity. This 8.16 percent figure is the
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high result obtained from my cost of equity analysis, and is 234 basis

points lower than UNSE’s proposed 10.50 percent cost of common equity.

Cost of Debt — | am recommending that the Commission adopt he

Company’s end of test year cost of long-term debt of 5.99 percent.

Capital Structure — | am recommending that the Commission adopt

UNSE’s actual end of test year capital structure comprised of 52.60
percent common equity and 47.40 percent long-term debt and no short-

term debt.

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

7.13 percent weighted average cost of capital as the original cost rate of
return (“OCROR?”) for UNSE. This 7.13 percent figure is the weighted cost
of RUCO’s recommended costs of common equity and debt, and is 122
basis points lower than the 8.35 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 4.98 percent which is my
recommended 7.13 percent OCROR minus an inflation adjustment of 2.15
percent. The method | have used to arrive at this 4.98 percent figure is

consistent with methods adopted by the Commission in prior rate case
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proceedings’ and meets the fair value requirement of the Arizona

Constitution.

Why do you believe that RUCO’s recommended 7.13 percent OCROR
and 4.98 percent FVROR are appropriate rates of return for UNSE to
earn on its invested capital?

Both the OCROR and FVROR figures that | am recommending for UNSE
meet the criteria established in the landmark Supreme Court cases of

Bluefield Water Works & Improvement Co. v. Public Service Commission

of West Virginia (262 U.S. 679, 1923) and Federal Power Commission v.

Hope Natural Gas Company (320 U.S. 391, 1944). Simply stated, these

two cases affirmed that a public utility that is efficiently and economically
managed is entitled to a return on investment that instills confidence in its
financial soundness, allows the utility to attract capital, and also allows the
utility to perform its duty to provide service to ratepayers. The rate of
return adopted for the utility should also be comparabie to a return that

investors would expect to receive from investments with similar risk.

The Hope decision allows for the rate of return to cover both the operating
expenses and the “capital costs of the business” which includes interest

on debt and dividend payment to shareholders. This is predicated on the

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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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 UNSE, 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 UNSE?

I am recommending a cost of equity of 8.16 percent (before any inflation
adjustment used to arrive at a FVROR). My recommended 8.16 percent
cost of equity figure is the high side of the range of results derived from
my DCF and CAPM analyses, which utilized a sample of publicly traded
electric companies. 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
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This is illustrated in mathematical terms by the following formula:

D,
k = +g
Po
where: k = the required return (cost of equity, equity capitalization rate),
Dy - : :
N = 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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dividend payout ratio remains constant, so does the earnings retention
ratio (the percentage of earnings that are retained by the company as
opposed to being paid out in dividends). This being the case, a
company's dividend growth can be measured by multiplying its retention
ratio (1 - dividend payout ratio) by its book return on equity. This can be

statedasg=bxr.

Would you please provide an example that will illustrate the
relationship that earnings, the dividend payout ratio and book value
have with dividend growth?

RUCO consultant Stephen Hill illustrated this relationship in a Citizens

Utilities Company 1993 rate case by using a hypothetical utility.?

Table |

Year 1 Year 2 Year 3 Year 4 Year 5 Growth

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

Equity Return 10% 10% 10% 10% 10% N/A
Earnings/Sh.  $1.00 $1.04 $1.082 $1.125 $1.170 4.00%
Payout Ratio 0.60 0.60 0.60 0.60 0.60 N/A
Dividend/Sh $0.60 $0.624 $0.649 $0.675 $0.702 4.00%

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

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

2

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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value of $10.00 per share, an investor-expected equity return of ten
percent, and a dividend payout ratio of sixty percent. This results in
earnings per share of $1.00 ($10.00 book value x 10 percent equity return)
and a dividend of $0.60 ($1.00 earnings/sh. x 0.60 payout ratio) during
Year 1. Because forty percent (1 - 0. 60 payout ratio) of the utility's
earnings are retained as opposed to being paid out to investors, book
value increases to $10.40 in Year 2 of Mr. Hill's illustration. Table |
presents the results of this continuing scenario over the remaining five-

year period.

The results displayed in Table | demonstrate that under "steady-state” (i.e.
constant) conditions, book value, earnings and dividends all grow at the
same constant rate. The table further illustrates that the dividend growth
rate, as discussed earlier, is a function of (1) the internally generated
funds or earnings that are retained by a company to become new equity,
and (2) the return that an investor earns on that new equity. The DCF
dividend growth rate, expressed as g = b x r, is also referred to as the

internal or sustainable growth rate.

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 1l, 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]=[%$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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However, the compound growth rate for earnings and dividends, displayed
in the last column, is 16.20 percent. If this rate was to be used in the
DCF model, the utility's return on common equity would be expected to
increase by fifty percent every five years, [(15 percent + 10 percent) — 1].

This is clearly an unrealistic expectation.

Although it is not illustrated in Mr. Hill's hypothetical example, a change in
only the dividend payout ratio will eventually result in a utility paying out
more in dividends than it earns. While it is not uncommon for a utility in
the real world to have a dividend payout ratio that exceeds one hundred
percent on occasion, it would be unrealistic to expect the practice to

continue over a sustained long-term period of time.

Q. Other than the retention of internally generated funds, as illustrated
in Mr. Hill's hypothetical example, are there any other sources of new
equity capital that can influence an investor's growth expectations
for a given company?

A. Yes, a company can raise new equity capital externally. The best
example of external funding would be the sale of new shares of common
stock. This would create additional equity for the issuer and is often the
case with utilities that are either in the process of acquiring smaller

systems or providing service to rapidly growing areas.

14
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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

15
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expectations of investors. However, if new shares sold at a price below
the pre-sale book value per share, the after-sale book value per share
declines in value. If this downward trend continues over time, investors
might view this as a decline in the utility's sustainable growth rate and will
have lower expectations regarding growth. Using this same logic, if a new
stock issue sells at a price per share that is the same as the pre-sale book
value per share, there would be no impact on either the utility's earnings

base or investor expectations.

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

A. In his book, The Cost of Capital to a Public Utility,> Dr. Gordon (the
individual responsible for the development of the DCF or constant growth
model) identified a growth rate that includes both expected internal and
external financing components. The mathematical expression for Dr.

Gordon's growth rate is as follows:

g=(br)+(sv)

where: g = DCF expected growth rate,
b = the earnings retention ratio,
r = the return on common equity,
s = the fraction of new common stock sold that

5 Gordon, M.J., The Cost of Capital to a Public Utility, East Lansing, Mi: Michigan State
University, 1974, pp. 30-33.
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accrues to a current shareholder, and
v = funds raised from the sale of stock as a fraction

of existing equity.

and v = 1-[(BV)+(MP)]
where: BV = book value per share of common stock, and
MP = the market price per share of common stock.

Did you include the effect of external equity financing on long-term
growth rate expectations in your analysis of expected dividend
growth for the DCF model?

Yes. The external growth rate estimate (sv) is displayed on Page 1 of
Schedule WAR-4, where it is added to the internal growth rate estimate

(br) to arrive at a final sustainable growth rate estimate.

Please explain why your calculation of external growth on page 2 of
Schedule WAR-4, is the expected growth rate in shares outstanding
times 1 minus 1 divided by the market-to-book ratio in the equation [
1-(1/(M/B))].

In cases when a company is trading at a market price that is greater than
its book value, multiplying the expected growth rate in shares outstanding
by the equation[1-(1/ (M/B))] increases the external growth rate
and reflects investors’ growth rate expectations associated with the

issuance of new shares.

17
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Q.
A.

How did you develop your dividend growth rate estimate?
| analyzed data on a proxy group comprised of fourteen 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 UNSE’s parent company is publicly-traded on the New York
Stock Exchange (“NYSE”), UNSE is not. Because of this situation, | used
the aforementioned proxy that includes fourteen electric utilities with
similar risk characteristics as UNSE in order to derive a cost of common

equity for the Company.

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 entitled 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.

18
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Q.

Are these the same fourteen electric providers included in the proxy
used by UNSE’s cost of equity withess?

Yes. These are the same electric providers used by Ms. Anne E. Bulkley,
the Company’s’ cost of capital witness. Each of the fourteen electric
utilities included in our respective samples 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 companies
that | included in the electric proxy group which | used for my cost of

common equity analysis.

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 2008 to the end of 2012. Schedule WAR-5 also includes

Value Line's projected 2013, 2014 and 2016-18 values for the retention

19
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ratio, equity return, book value per share growth rate, and number of

shares outstanding for the sample electric companies.

Q. Please describe how you used the information displayed in Schedule

WAR-5 to estimate each comparable utility's dividend growth rate.

A. In explaining my analysis, | will use American Electric Power Company,

Inc. (NYSE symbol AEP) as an example. The first dividend growth
component that | evaluated was the internal growth rate. | used the "b x r"
formula (described on pages 10 through 14 of my testimony) to multiply
AEP's earned return on common equity by its earnings retention ratio for
each year in the 2008 to 2012 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 was used only as a benchmark figure. As
shown on Schedule WAR-5, Page 1, AEP’s average internal growth rate
of 3.87 percent from 2008 through 2012 reflects declines in sustainable
internal growth during the first three years of the observation period.
Growth fell from 5.10 percent during 2008 to 3.12 percent during 2010.
Growth then increased to 4.21 percent in 2011, but fell to 3.51 percent
during the final year of the 5-year observation period. Value Line expects

growth to increase to 3.65 percent in 2013 and 3.82 percent in 2014. The
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five year benchmark average of 3.87 percent is identical to the rate of
growth that Value Line is forecasting during the 2016-18 time frame. After
weighing this information with Value Line’s projections for earnings,
dividends and book value, | believe a 3.85% rate of internal growth is

reasonable for AEP.

Q. Please continue with the external growth rate component portion of
your analysis.

A. Schedule WAR-5 demonstrates that the number of shares outstanding for
AEP increased from 406.07 million to 485.67 million from 2008 to the end
of the observation period in 2012. Value Line is predicting that this level
will increase from 489.00 million in 2013 to 505.00 million by the end of
2018. Based on this data, | believe that a 1.00 percent rate of share
growth is not unreasonable for AEP (Page 2 of Schedule WAR-4). My
final dividend growth rate estimate for AEP is 4.18 percent (3.85 percent
internal growth + 0.33 percent external growth — as calculated on Page 2

of Schedule WAR 4) and is shown on Page 1 of Schedule WAR-4,

Q. What is the average DCF dividend growth rate estimate for your
sample utilities?
A. The average DCF dividend growth rate estimate for my sample is 4.12

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

How does your average dividend growth rate estimate 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 4.12 percent estimate is 80
basis points lower than Zacks’ average long-term EPS projection of 4.92
percent and is 31 basis points lower than Value Line’s growth projection of
4.43 percent (which is an average of EPS, DPS and BVPS). My 4.12
percent estimate is 238 basis points higher than the 1.74 percent average
of Value Line’s historical growth results and 79 basis points higher than
the 3.33 percent average of the growth data published by both Value Line
and Zacks. My 4.12 percent growth estimate is also 252 basis points
higher than Value Line’s 2.39 percent 5-year compound historical average
of EPS, DPS and BVPS. On balance, | would say my 4.12 percent growth
estimate, derived from Value Line data, is not out of line with the growth

projections that are available to the investing public.

How did you calculate the dividend yields displayed in Schedule
WAR-3?

| used the estimated annual dividends of my sample companies for the
next twelve-month period that appeared in Value Line’'s most recent

Ratings and Reports quarterly updates on the electric utility industry. |
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then divided those figures by the eight-week average daily adjusted
closing price per share of the appropriate utility's common stock. The
eight-week observation period ran from April 15, 2013 to June 7, 2013,
and the average dividend yield was 4.04 percent as exhibited on Schedule

WAR-3.

Based on the results of your DCF analysis, what is your cost of
equity capital estimate for the electric companies included in your
sample?

As shown on Schedule WAR-2, the cost of equity capital derived from my
DCF analysis is 8.16 percent for the electric utilities included in my sample
which is 356 basis points higher than the current 4.60 percent yield on a

safer Baa/BBB-rated utility bond (Attachment C).

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 Wiliam 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

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

7 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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k=r+[B(rm-r)]

where: k = the expected return of a given security,
Is = risk-free rate of return,
B = 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.

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

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

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
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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
testimony, this compensation translates into higher rates of returns to the

investor.

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

| used an eight-week average of the yield on a 30-year U.S. Treasury
instrument. The yields were published in Value Line’s Selection and

Opinion publication dated April 26, 2013 through June 14, 2013

8 Asa 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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(Attachment C). This resulted in a risk-free (rs) rate of return of 3.06

percent.

Why did you use the yield on a 30-year year U.S. Treasury instrument
as opposed to a short-term T-Bill?

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 more closely
matches the investment period or, in the case of regulated utilities, the
period that new rates will be in effect. In prior rate cases | have relied on
the yields of the 5-year Treasury instrument, however for the sake of
argument in this case, | have used the higher yield of the longer term 30-
year Treasury bond. As | will discuss later in my testimony, the yields of
long-term U.S. Treasury instruments are at historic lows as a result of
action, known as quantitative easing, being undertaken by the U.S.

Federal Reserve to stimulate the U.S. economy.
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Q.

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

| used both a 9.80 percent geometric mean and an 11.80 percent
arithmetic mean of the historical total returns on the S&P 500 index from
1926 to 2012 as the proxy for the market rate of return (r,). For the risk-
free portion of the risk premium component (rf), | used the 6.10 percent
geometric mean and the 6.40 percent arithmetic mean of the total returns
on long-term government bonds for the same eighty-six year period. The
market risk premium (ry, - rf) that results by using the geometric mean of

these inputs is 3.70 percent (9.80% - 6.10% = 3.70%). The market risk

premium that results by using the arithmetic mean is 5.40 percent (11.80%

-6.40% = 5.40%).

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

The beta coefficients (B), for the individual utilities used in my proxy were
calculated by Value Line. The betas were published in the most recent
Value Line quarterly updates on the electric utility industry that were
available prior to the filing date of my testimony. 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
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toward 1.00. The beta coefficients for the electric companies included in

my sample ranged from 0.55 to 0.90 with an average beta of 0.71.

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 5.67 percent. My calculation using an
arithmetic mean results in an average expected return of 6.88 percent.
The results obtained from my CAPM analysis exceed the current 4.60
percent yield on a Baa/BBB-rated utility bond (Attachment C) by 107 to

228 basis points.

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:

METHOD RESULTS
DCF 8.16%
CAPM 5.67% —6.88%

Based on these results, my best estimate of an appropriate range for a
cost of common equity for the Company is 5.67 percent to 8.16 percent.

My final recommended cost of common equity figure is 8.16 percent which
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is the result produced by my DCF model (Schedule WAR-1, Page 3) and
is 356 basis points higher than the current 4.60 percent yield on a safer
Baa/BBB-rated utility bond. My 8.16 percent recommendation takes into
account the nearly identical levels of equity and debt contained in the
capital structure of UNSE and the average capital structures of the electric
companies included in my proxy (a point that | will discuss later in my

testimony).

As | will discuss in more detail in the next section of my testimony, my final
estimate also takes into consideration current interest rates (as the cost of
equity moves in the same direction as interest rates), the current state of
the national economy. My final estimate also takes into consideration the
U.S. Federal Reserve’s recent decisions not to raise interest rates at least
through mid-2015.° | 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 (Attachment A).

® U.S. Federal Reserve press release dated October 24, 2012:
http://www federalreserve.gov/newsevents/press/imonetary/20121024a.htm
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Q.

How does your recommended cost of equity capital compare with
the cost of equity capital proposed by the Company?

The 10.50 percent cost of equity capital proposed by the Company is 235
basis points higher than the 8.16 percent cost of equity capital that | am

recommending.

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
on how we got to where we are now. It also describes how the Board of

Governors of the Federal Reserve System (“Federal Reserve” or “Fed”)
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and its Federal Open Market Committee (“FOMC”) used its interest rate-
setting authority to stimulate the economy by cutting interest rates during
recessionary periods and by raising interest rates to control inflation during
times of robust economic growth. Schedule WAR-8 displays various
economic indicators and other data that | will refer to during this portion of

my testimony.

In 1991, as measured by the most recently revised annual change in
gross domestic product (“GDP”), the U.S. economy experienced a rate of
growth of negative 0.20 percent. This decline in GDP marked the
beginning of a mild recession that ended sometime before the end of the
first half of 1992. Reacting to this situation, the Federal Reserve, then
chaired by noted economist Alan Greenspan, lowered its benchmark
federal funds rate'® in an effort to further loosen monetary constraints - an

action that resulted in lower interest rates.

During this same period, the nation's major money center banks followed
the Federal Reserve's lead and began lowering their interest rates as well.
By the end of the fourth quarter of 1993, the prime rate (the rate charged

by banks to their best customers) had dropped to 6.00 percent from a

1% 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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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.

Q. 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

growth highlighted by low rates of unemployment and inflation. Investors,
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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

rate thirteen more times to a level of 4.50 percent during a period in which
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the economic picture turned considerably brighter as both Inflation and
unemployment fell, wages increased and the overall economy, despite

continued problems in housing, grew briskly."’

The FOMC'’s January 31, 2006 meeting marked the final appearance of
Alan Greenspan, who had presided over the rate setting body for a total of
eighteen years. On that same day, Greenspan’s successor, Ben
Bernanke, the former chairman of the President’s Council of Economic
Advisers, and a former Fed governor under Greenspan from 2002 to
2005, was confirmed by the U.S. Senate to be the new Federal Reserve
chief. As expected by Fed watchers, Chairman Berna nke picked up
where his predecessor left off and increased the federal funds rate by 25
basis points during each of the next three FOMC meetings for a total of
seventeen consecutive rate increases since June 2004, and raising the
federal funds rate to a level of 5.25 percent. The Fed’s rate increase
campaign finally came to a halt at the FOMC meeting held on August 8,
2006, when the FOMC decided not to raise rates. Once again, the Fed

managed to engineer a soft landing.

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

" Henderson, Nell, “Bullish on Bernanke” The Washington Post, January 30, 2007.
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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
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 sUNSEs to encourage

'2|p, Greg, “Markets Gyrate As Fed Straddles Inflation, Growth” The Wall Street Journal, August
8, 2007

13 Ip, Greg, “Fed Enters Market To Tamp Down Rate” The Wall Street Journal, August 9, 2007
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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. If 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
reduction that occurred one week prior to the FOMC’s meeting on January

29, 2008.

14 Ip, Greg, Robin Sidel and Randall Smith, “Fed Offers Banks Loans Amid Crises” The Wall
Street Journal, August 9, 2007
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Q.

What actions has the Fed taken in regard to interest rates since the
beginning of 20087

The Fed made two more rate cuts which included a 75 basis point
reduction in the federal funds rate on March 18, 2008 and an additional 25
basis point reduction on April 30, 2008. The Fed’s decision to cut rates
was based on its belief that the slowing economy was a greater concern
than the current rate of inflation (which the majority of FOMC members
believed would moderate during the economic slowdown). As a result of
the Fed’s actions, the federal funds rate was reduced to a level of 2.00
percent. From April 30, 2008 through September 16, 2008, the Fed took
no further action on its key interest rate. However, the days before and
after the Fed’'s September 16, 2008 meeting saw longstanding Wall Street
firms such as Lehman Brothers, Merrill Lynch and AIG failing as a result of
their subprime holdings. By the end of the week, the Bush administration
had announced plans to deal with the deteriorating financial condition
which had now become a worldwide crisis. The administrations actions
included former Treasury Secretary Henry Paulson’s request to Congress
for $700 billion to buy distressed assets as part of a plan to halt what has
been described as the worst financial crisis since the 1930’s'®. Amidst this

turmoil, the Fed made the decision to cut the federal funds rate by another

% Ip, Greg, “Credit Worries Ease as Fed Cuts, Hints at More Relief” The Wall Street Journal,
March 19, 2008

'®  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
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50 basis points in a coordinated move with foreign central banks on
October 8, 2008. This was followed by another 50 basis point cut during
the regular FOMC meeting on October 29, 2008. At the time of this
writing, the federal funds target rate now stands at 0.25 percent, the result

of a 75 basis point cut announced on December 16, 2008.

Has the Fed taken any further action to stimulate the economy
besides cutting rates?

Yes. At the close of the FOMC’s September 2011 meeting the Fed
announced its decision to implement a plan that resembled a 1961
Federal Reserve program known as “Operation Twist”."” Under this plan,
the Fed would sell $400 billion in Treasury securities that mature within
three years. The proceeds from these sales would then be reinvested into
securities that mature in six to 30 years. This action would significantly
alter the balance of the Fed’s holdings toward long-term securities. In
addition to selling off its shorter term Treasury holdings, the proceeds from
the Fed’s maturing mortgage-backed securities would be reinvested in
other mortgage backed securities. Since 2010, the Fed had been
reinvesting that money into Treasury bonds, shrinking its mortgage
portfolio. The overall goal of the Fed's plan was to reduce long-term

interest rates in the hope of boosting investment and spending and

7 Hilsenrath, Jon and Luca Di Leo “Fed Launches New Stimulus” The Wall Street Journal,
September 22, 2011
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provide a shot in the arm to the beleaguered housing sector of the
economy. On December 12, 2012, the Federal Open Market Committee
voted to order a fourth round of quantitative easing, referred to as QE4,
which authorized the purchase of up to $40 billion worth of agency
mortgage-backed securities per month, and $45 billion worth of longer-
term Treasury securities. The goal in buying the $85 billion in securities
per month is to drive up the cost of available instruments in the market (by
reducing the existing supply) which has the effect of decreasing their

effective yields.

Q. What is the investment community’s current view of the Fed’s low
interest rate policy?

A. A recent opinion piece by Mitch Zacks of Zacks Investment Management,
published on June 16, 2013, provides some interesting insight into this

question:

“Right now the market is intensely focused on trying to determine
when the Federal Reserve’'s quantitative easing program will
end. Market participants realize that the Federal Reserve has
stated they will continue with their program until unemployment
falls to an acceptable level, which would hopefully coincide with
a pick-up in the economy.

To recap, the Federal Reserve cut the Fed funds rate to zero in
order to stimulate the economy in the wake of the financial crisis
of ‘08. The economy recovered, but did so at a relatively
lackluster pace, so the chance of a double dip recession in the
wake of European unrest was real. As a result, the Federal
Reserve wanted to continue to take stimulus actions. However,
they were unable to reduce interest rates any further — they
could not cut rates below zero.

In order to continue to stimulate the economy, the Federal

Reserve decided to start actively buying treasury bonds and
mortgage backed securities to keep long-term rates relatively
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low. The Fed was trying to stimulate the economy by causing
riskier assets to appreciate, making individuals wealthier, and
therefore causing them to spend more money. Additionally, by
buying mortgage backed securities and causing longer-term
rates to fall, the assets that banks hold on their balance sheets
would increase in value. This would effectively help increase the
capitalization of banks, and hopefully increase bank lending.

Fast forward a few years and we see that the Fed's plan has
resulted in asset prices going up and longer-term interest rates,
such as mortgage rates, being held down. The stimulus activity
effectively put a tax on individuals who held cash reserves.
Interestingly enough, the stimulus appears to be working. It has
caused consumer spending to increase and an upward
movement in home prices. The concern the market now has is
whether the economy will be strong enough in the absence of
the quantitative easing to continue to grow.”

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

As can be seen on Schedule WAR-8, the current rate of inflation, as
measured by the consumer price index, is at 1.10 percent according to
information provided by the U.S. Department of Labor’'s Bureau of Labor

Statistics.'®

Does the Fed have any immediate plans to raise interest rates in
anticipation of higher inflation?

No. At the FOMC meeting held on June 18 and 19, 2013, the Fed made
no changes to the Fed Funds rate. An article published in the Wall Street
Journal on June 19, 2013 reported that Chairman Bernanke stated at the
end of the meeting that the Fed could start winding down its $85 billion-a-

month QE4 bond-buying program later this year and end it altogether by

B http://www.bls.gov/news.release/cpi.nr0.htm
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mid-2014 if growth picks up as the Fed projects, unemployment comes
down, and inflation moves closer to the central bank's 2.00 percent target.
Chairman Bernanke went on to say that if those expectations bear out, the
Fed could stop buying bonds altogether by the middle of next year, when

officials project unemployment to be around 7.00 percent.

Has the Fed’s quantitative easing actions resulted in lower yields on
long-term Treasury instruments?

Yes. Despite a recent rise in the yields of longer-term instruments
(Attachment C), mainly due to uncertainty over when the Fed will reverse
its policy of quantitative easing, the yields on various treasury and utility

instruments are currently at historic lows.

As can be seen on Schedule WAR-8, current Treasury yields are
considerably lower than corresponding yields that existed during the year
2000 and, as just noted, 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 June of 2012."°

¥ Hilsenrath, Jon and Victoria McGrane, “Federal Reserve Eyes End of Bond Buying, Spooking
Markets” The Wall Street Journal, June 19, 2013
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As of June 14, 2013, leading interest rates that include the 3-month, 6-
month and 1-year treasury yields have decreased 3 to 6 basis points from
their June 2012 levels. Longer term yields including the 5-year, 10-year
and 30-year have increased somewhat from levels that existed a year
ago, but still remain at historically low levels. The same is true for the 30-
year Zero rate.  The prime rate has remained constant at 3.25 percent
over the past year, as has the benchmark federal funds rate discussed
above. A previous trend, described by former Chairman Greenspan as a

“conundrum”?°

, in which long-term rates fell as short-term rates increased,
thus creating a somewhat inverted yield curve that existed as late as June
2007, is completely reversed and a more traditional yield curve (one

where yields increase as maturity dates lengthen) presently exists.

What are the current yields on utility bonds?

Referring again to Attachment C, as of June 14, 2013, 25/30-year A-rated
utility bonds were yielding 4.19 percent and 25/30-year Baa/BBB-rated
utility bonds were vyielding 4.60 percent. As with the intermediate and
long-term Treasuries noted above, the yields on both utility bonds have
increased somewhat over the last several weeks but still remain at historic

lows.

% \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 for an improving picture in the
second half of 2013. Value line’s analysts offered this perspective on the

economy in the June 14, 2013 edition of Value Line’s Selection and

Opinion publication:

“The economy is limping to the first half finish line. To wit,
after a modest recovery in the first quarter, with the U.S. gross
domestic product rising by 2.4%, growth appears to be slipping
again, with personal income, consumer spending,
manufacturing, and the international trade figures denoting
enough overall sluggishness to produce growth of no more than
1%-2% in the fast-ending period”

Value Line’s analysts went on to say:

“However, we expect a selective pickup in business activity
after midyear. In part, this presumptive improvement probably
will reflect the lesser impact of the sequestrations (or
government spending cuts), as well as gains in non-
manufacturing and home prices. Such a combination is likely to
lead to more liberalized spending by consumers. In that more
constructive setting, growth could edge back above 2% over the
closing six months of this year.”

Value Line’s analysts further stated:

"Meanwhile, the focus is on the Federal Reserve, as it may
well be until the start of earnings reporting season, which is stiil
about a month away. The worry is that the Fed might soon start
slowing down the pace of bond buying, on the belief that the
economy is now better able o stand on its own. We think such
concerns are premature, and sense that it may be a while before
the central bank opts to materially ease off on the stimulus
pedal”

How are electric utilities such as UNSE faring in the current
economic environment of low interest rates?
In the May 3, 2013 quarterly update (Attachment A) on the Electric Utility

(West) Industry, Value Line analyst Paul E. Debbas, CFA had this to say:
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“Electric utility equities have performed very well since the start
of 2013. Most issues have risen anywhere from 10% to 20%,
and even the laggards have advanced at a high single-digit
pace. (CH Energy, which is being acquired, is the exception,
having declined slightly.) This is partly due to the strength of the
overall stock market, but electric utiliies have comfortably
outperformed the broader market averages.

Why is this happening? Considering the minuscule returns on
savings accounts and money market funds, many investors are
continuing to reach for anything with a decent dividend yield.
Electric utility stocks have long been known as havens for
income-oriented investors. The average yield of this group is
3.7%, which compares favorably with the median yield of 2.2%
for dividend-paying issues under our coverage. Another reason
for the outperformance is reversion to the mean. In 2012, electric
utility equities underperformed the broader market averages.”

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 is ranking Arizona as having the ninth highest foreclosure rate

in the country. #

2! Beard, Betty, “Recession hit Arizona hardest’ The Arizona Republic, March 6, 2011.

22 RealtyTrac Staff: U.S. Foreclosure Activity Increases 2 Percent in May Boosted by 11 Percent
Rise in Bank Repossessions, June 11, 2013.
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Q.

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

According to information published on June 20, 2013, 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 from 8.40% in May 2012, to
7.80% in May 2013. At the time that this information was compiled,
Arizona’s rate of unemployment was slightly higher than the current

seasonally adjusted U.S. unemployment rate®* of 7.6 percent.

According to the June 20, 2013 Arizona Department of Administration’s
Office of Employment and Population Statistics report, the May 2013 rates
of unemployment for the counties that are served by UNSE were as
follows:

Selected County Unemployment Rates - May 2013
Mohave 8.90%

Santa Cruz 15.50%

2 Arizona Department of Administration’s Office of Employment and Population Statistics
http://www.workforce.az.gov/ .

24 .S. Department of Labor, Bureau of Labor Statistics http://www.bls.gov/cps/
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Q.

After weighing the economic information that you've just discussed,
do you believe that the 8.16 percent cost of equity capital that you
have estimated is reasonable for the Company?

| believe that my recommended 8.16 percent cost of equity capital, which
is 356 basis points higher than the current 4.60 percent yield on a
Baa/BBB-rated utility bond and 217 basis points higher than UNSE’s 5.99
percent cost of long-term debt, will provide UNSE 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
UNSE), and the Fed'’s decision to keep interest rates at their current levels
untii unemployment reaches 6.50 percent® are all taken into
consideration. | have also taken into consideration the fact that, unlike
many of the electric utilities included in my sample, UNSE has no
exposure to coal fired generation which | believe carries additional risk.
Given this fact, | have not made any downward adjustment to the 8.16
percent cost of equity derived from my sample. 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.

% Federal Reserve Press Release issued on June 19, 2013.
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COST OF DEBT AND CAPITAL STRUCTURE

Q.
A

What cost of long-term debt are you recommending for UNSE?
I am recommending that the Commission adopt UNSE’s actual end of test

year cost of long-term debt of 5.99.

Please describe the Company-proposed capital structure.
The Company is proposing an adjusted end of test year capital structure
comprised of no short-term debt, 47.40 percent long-term debt and 52.60

percent common equity.

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

As can be seen in Schedule WAR-9, the Company-proposed capital
structure is virtually identical to the average capital structure of the electric
companies included in my sample, which contained an average of 47.30
percent long-term debt, 0.70 percent preferred stock, and 52.00 percent

common equity.

What capital structure are you recommending for UNSE?
| am recommending that the Commission adopt the Company’s actual end
of test year capital structure comprised of zero short-term debt, 47.40

percent long-term debt and 52.60 percent long-term common equity,
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which is essentially the same as the capital structure being proposed by

UNSE.

WEIGHTED COST OF CAPITAL AND FAIR VALUE RATE OF RETURN

Q. What original cost weighted average cost of capital are you
recommending for UNSE?

A. Based on my recommended capital structure, comprised of 47.40 percent
long-term debt and 52.60 percent common equity, | am recommending an
original cost weighted average cost of capital of 7.13 percent (Schedule
WAR-1, Page 1). This is the weighted average cost of my recommended
cost of long-term debt of 5.99 percent and my recommended 8.16 percent

cost of common equity.

Q. What fair value rate of return are you recommending for UNSE?
I am recommending a FVROR of 4.98 percent (Schedule WAR-1, Page 1)
which is 215 basis points lower than my OCROR of 7.13 percent. 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 UNSE.

49




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of William A. Rigsby
UNS Electric, Inc.
Docket No. E-04204A-12-0504

Q.

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

Because UNSE elected not to use the Company’s original cost rate base
(“OCRDB”) as its fair value rate base (“FVRB”) in this case. Instead, UNSE
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?
| reduced my recommended costs of common equity and long-term debt
by an inflation factor of 2.15 percent (Schedule WAR-1, Page 4). As a
result of this decision, the effective difference between my OCROR and
FVROR is 215 basis points which produced my recommended FVROR of
4.98 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.

How did you calculate your inflation factor of 2.15 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

% Decision No. 71914, dated September 30, 2010
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recommended 2.15 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

from the beginning of 2006 through the early part of June 2013.

How does your FVROR compare to the FVROR being recommended
by UNSE?
My recommended FVROR of 4.98 percent is 173 basis points lower than

the 6.71 percent FVROR being proposed by UNSE.

What inflation factor does UNSE propose?

UNSE'’s cost of capital withess, Ms. Bulkley, is proposing an inflation
adjustment of 1.61 percent, to be applied to the fair value increment of the
Company-proposed FVRB, which is 54 basis points lower than my

recommended 2.15 percent.

COMMENTS ON THE COMPANY-PROPOSED COST OF EQUITY CAPITAL

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

Yes, | have reviewed the testimony prepared by Ms. Anne E. Bulkley.
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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 10.50 percent
which is 234 basis points higher than my recommended 8.16 percent cost

of equity.

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

Yes.

What methods did Ms. Bulkley use to arrive at her cost of common
equity for UNSE?

Ms. Bulkley used the constant growth DCF model, similar to the one that |
used, and a multi-stage DCF. She also employed the CAPM and risk
premium methods to estimate UNSE’s cost of common equity. | did not
employ the risk premium methodology because this Commission has

traditionally placed more weight on the results of the DCF and CAPM.

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

results of our constant growth DCF and CAPM analyses.
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DCF Comparison

Q.

Please compare the results of Ms. Bulkley’s DCF analyses and the
results of your DCF analysis.

Ms. Bulkley presented the results of two DCF analyses that relied on the
same of regulated electric utilities that | relied on. Her constant growth
DCF analysis produced estimates ranging from 8.97 percent to 12.88
percent. Her multi-stage DCF analysis produced estimates ranging from
9.84 percent to 11.19 percent. My constant growth DCF analysis, which
relied on the same sample of electric utilities included in Mr. Reed’s

sample, produced a final estimate of 8.16 percent.

What is the difference between Ms. Bulkley’s dividend yield results
for electric utilities and your dividend yield results?

Ms. Bulkley's 30, 90 and 180-day constant growth DCF analysis of
regulated electric utilities produced average dividend yields that ranged
from 4.36 percent to 4.45 percent as opposed to my 8-week average
dividend yield of 4.04 percent. The difference between our dividend yields
is due to higher closing stock prices that | recorded during my more recent
8-week observation period. Ms. Bulkley's average stock prices ranged
from $33.80 to $34.27 over her 30, 90 and 180 day observation periods as
opposed to my 8-week average stock price of $37.88. Clearly the demand
for utility stocks had increased over the 6-month period since Ms. Bulkley

conducted her analysis during the latter part of 2012.
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Q.

Please compare your respective DCF growth estimates (g) for
electric utilities.
Ms. Bulkley’s constant growth DCF analysis produced an average growth

estimate of 6.02 percent compared to my 4.12 percent estimate.

Were there any differences in the way that you conducted your
constant growth DCF analysis and the way that Ms. Bulkley
conducted hers?

Yes. Ms. Bulkley also relied on projections from First Call in addition to
my reliance on Value Line and Zacks. The First Call average growth
projections of 5.76 percent were 164 basis points higher than my 4.12
percent average growth estimate. However, | will point out that Ms.
Bulkley's DCF analysis was conducted in November of 2012 and analysts’
growth estimates have fallen since that time. For example, Ms. Bulkiey’s
5.01 percent average EPS growth estimate obtained from Zacks is 9 basis
points higher than the more recent 4.92 percent that | obtained from Zacks
and her 7.07 percent average EPS growth estimate obtained from Value
Line is 121 basis points higher than the 5.86 percent average growth

estimate that | obtained from the same source (Schedule WAR-6).
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CAPM Comparison

Q.

Please compare the results of Ms. Bulkley’s CAPM analysis and the
results of your CAPM analysis.

Ms. Bulkley's CAPM analysis produced average expected return
estimates of 10.12 percent, relying on beta coefficients provided by
Bloomberg, and 10.27 percent, relying on Value Line betas, for our
sample of electric utilities. Her estimates are 445 basis points to 4.60
basis points higher than my 5.67 percent CAPM estimate that uses a
geometric mean and are 344 basis points to 339 basis points higher than
my 6.88 percent CAPM estimate that uses an arithmetic mean. Ms.
Bulkley's range of CAPM estimates exceeds the recent yield of 4.60

percent on a Baa/BBB-rated utility bond yield by 5652 to 567 basis points.

What are the main reasons for Ms. Bulkley’s higher CAPM results?

There are two reasons. First, Ms. Bulkley’'s use of forecasted yields on
the 30-year Treasury Bond which is used as a proxy for the risk free rate
of return and second, the market risk premiums which utilized Ms.
Bulkiey’s 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.
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Q.

Please describe the first difference in the way that you conducted
your CAPM analysis and the way that Ms. Bulkley conducted hers?

The first difference involves Ms. Reed’s reliance on higher forecasted
estimates of the yield on the 30-year U.S. Treasury bond as opposed to
the more recent 8-week average yields of the 30-year Treasury bond that |

relied on for the risk-free rate of return used in the CAPM model.

Do you believe that analyst’s forecasted yields on U.S. Treasury
instruments are appropriate?
No. | believe that the most current yield is the best indicator of future

yields.

What is the second difference between your respective CAPM
analyses?

The second difference involves the market risk premium. Ms. Bulkley’s
market risk premiums were derived by subtracting her estimated 30-year
Treasury yields from a 12.85 percent estimated required market return on
the S&P 500 obtained through a DCF model. Her S&P 500 data consisted
of forecasted dividend and growth estimates which produced higher
market risk premiums ranging from 7.75 percent to 9.98 percent as
opposed to my market risk premiums of 3.70 percent and 5.40 percent.
Ms. Bulkley’s higher market risk premiums are the result of his reliance on

forecasted data as opposed to the Morningstar SBBI Yearbook actual
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historical data, which encompassed a much broader period of the U.S.

economy between 1926 and 2012, that | relied on.

Q. Did Ms. Bulkley use the same Value Line betas that you used in your

CAPM analysis?

A. Yes. However, Ms. Bulkley’s utility sample had an average Value Line

beta of 0.718 as opposed to my slightly lower average Value Line beta of
0.71. Ms. Bulkley also relied on betas published by Bloomberg which

averaged 0.701.

What is the beta of UNS Energy Corporation, the parent of UNSE?

UNS Energy Corporation has a Value Line beta of 0.70 which is slightly
lower than the average Value Line and Bloomberg betas that Ms.
Bulkley's and | relied on. The lower beta indicates that UNSE'’s parent
company is slightly less risky than the average of our respective sample

electric utilities.

Q. How did Ms. Bulkley arrive at her final 10.50 percent cost of equity

capital for UNSE?

A Ms. Bulkley’s proposed cost of equity estimate of 10.50 percent fell within

the range of results obtained from her cost of capital analysis.
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Q. Does your silence on any of the issues, matters or findings

addressed in the testimony of Ms. Bulkley or any other withess for

UNSE constitute your acceptance of their positions on such issues,

matters or findings?

A. No, it does not.

Q. Does this conclude your testimony on UNSE?

Yes, it does.

59




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: Chief of Accounting and Rates
Residential Utility Consumer Office
October 2011 — Present

Public Utilities Analyst V
Residential Utility Consumer Office
April 2001 — Present

Senior Rate Analyst

Accounting & Rates - Financial Analysis Unit
Arizona Corporation Commission, Utilities Division
July 1999 — April 2001

Senior Rate Analyst
Residential Utility Consumer Office
December 1997 — July 1999

Utilities Auditor H and I

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

October 1994 — November 1997

Tax Examiner Technician | / Revenue Auditor I

Arizona Department of Revenue

Transaction Privilege / Corporate Income Tax Audit Units
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

Houghiand 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-89-0415
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 Company
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
Chaparrai 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
CenturyLink, Inc.

Southwest Gas Corporation
Arizona-American Water Company
Arizona-American Water Company
Arizona-American Water Company
Goodman Water Company
Arizona Water Company

Bermuda Water Company, Inc.
UNS Gas, Inc.

Arizona Public Service Company
Arizona Water Company

Pima Utility Company

Tucson Electric Power Company

Rio Rico Utilities, 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-09-0257

W-01303A-09-0343

W-02465A-08-0411 et al.

W-02113A-10-0309
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-01303A-09-0343
W-02500A-10-0382
W-01445A-10-0517
W-01812A-10-0521
G-04204A-11-0158
E-01345A-11-0224

W-01445A-11-0310

W-02199A-11-0329 et al.

E-01933A-12-0291

WS-02676A-12-0196

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

Rate Increase
Rate Increase
Reorganization
Deconsolidation
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 Docket No. Type of Proceeding
Far West Water & Sewer, Inc. WS-02676A-12-0196 Rate Increase
Arizona Water Company W-01445A-12-0348 Rate Increase
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May 24, 2013

ELECTRIC UTILITY (EAST) INDUSTRY

140

All of the major electric utilities located in the
eastern region of the United States are reviewed
in this Issue; central electrics, in Issue 5; and the
remaining utilities, in Issue 11.

Hurricane Sandy hit several electric utilities in
the Northeast hard in late October of 2012. Now,
utilities are dealing with the issue of how to re-
cover these costs, and what should be done to
prepare for storms.

Many electric utilties record mark-to-market ac-
counting gains or losses. These usually stem from
their nonregulated activities. Mark-to-market
items are among a list of things that we include in
our earnings presentation, even though many
utilities exclude them from their definition of
“ongoing” or “operating” earnings.

Electric utility stocks, as a group, have fared
well so far this year, and have risen in line with the
broader market averages. This has reduced their
3- to 5-year total return potential.

The Aftermath Of Hurricane Sandy

Last year, millions of electric customers in the North-
east lost power as a result of Hurricane Sandy. For some
utilities, this was the worst storm in the company's
history. Although utilities from all over the United
States came in to help restore power, some customers
were without electricity for two weeks. Despite the costs
associated with the hurricane, this did not have a huge
effect on companies’ bottom lines. For example, profits of
Public Service Enterprise Group were reduced by $0.13 a
share in the fourth quarter of 2012, and $0.08 of that
came from the nonregulated side of the company, which
is not subject to regulatory accounting. There are two
reasons why this is so. First, some of these costs were
capitalized, instead of being booked as an operating
expense. Second, regulatory accounting permits utilities
to defer costs for future recovery if there is a high
expectation that the regulators will allow recovery of
these expenses.

New Jersey was arguably the hardest-hit state. The
Board of Public Utilities plans to hold generic hearings
regarding utilities’ recovery of the hurricane-related
costs. However, because Jersey Central Power & Light (a
unit of FirstEnergy) has a general rate case pending in
which the utility seeks cost recovery, this is how this
matter will be resolved. Parts of New York State were
also greatly affected by Sandy. The New York State
commission and various state agencies will be examin-
ing the performance of utilities, most notably Consoli-
dated Edison, in response to the hurricane.

ConEd and the utility subsidiary of Public Service
Enterprise Group, Public Service Electric & Gas, have
put forth storm-hardening capital spending proposals
before their respective state commissions. ConEd is
proposing to spend $1 billion through 2016, and PSE&G
proposes spending $3.9 billion over a 10-year span. In
order for PSE&G’s plan to go forward, the utility would
need to have a regulatory mechanism to recover these
costs annually, instead of having to wait for a general
rate case.

INDUSTRY TIMELINESS: 72 (of 98)

Unusual But Not Nonrecurring

Many utilities have certain items that they exclude
from their definition of “ongoing” or “operating” earn-
ings, which typically differ from earnings based on
generally accepted accounting principles. Most notable
among these are quarterly gains or losses stemming
from mark-to-market accounting adjustments that arise
from their nonregulated energy-related activities. (An
explanation of this accounting is beyond the scope of this
report.) These can skew quarterly or annual profits, but
we Include them in our earnings presentation because
they even out over time and, since they are a part of
quarterly results, are literally not nonrecurring. Among
the companies in this Issue that report such items are
PSEG, Exelon, PPL Corporation, NextEra Energy, Duke
Energy, and FirstEnergy. Other kinds of costs that we
include, even though most companies exclude them, are
merger-related expenses. Duke, Exelon, and Northeast
Utilities are booking these costs as a result of mergers
that were completed in 2012. We also include costs
associated with major storms, even if some companies,
such as Dominion Resources, exclude them. The inclu-
sion of these kinds of costs are a key reason why our
earnings estimates sometimes differ from management’s
guidance.

Conclusion
So far this year, the Value Line Utility Average has
risen 12%, short of the Value Line Composite Average,
which has climbed 16%. Following the sharp rise in the
price of electric utility stocks, the average dividend yield
of the equities in this industry, while still well above that
of the market as a whole, is below 4%. Utility stocks have
become so pricey that almost all are trading within their
2016-2018 Target Price Ranges—and a few are trading
above that range. Utility investors with a long-term
horizon should be aware that the 3- to 5-year total
return potential we project for most of these issues is in
a low single-digit range. We aren’t expecting a sharp
near-term rise in interest rates, but if one were to occur,
this might well hurt the prices of these stocks.
Paul E. Debbas, CFA
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March 22, 2013

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.

Persistent low wholesale electricity prices have
made the merchant power generation business
less attractive. Some companies are selling assets,
and others are exiting this business.

Among American companies, there has been a
lot of merger and acquisition activity in early
2013. However, electric utilities have stayed on the
sidelines, so far.

It is getting harder to find attractive selections
in the Electric Utility Industry due to the high
valuation of many of these equities.

Unfavorable Conditions In The Power Markets

As the price of natural gas has declined considerably
in the past five years, so too has the price of wholesale
power. This has hurt the profitability of companies that
have a significant ownership of nonregulated generating
assets. Among these companies are Exelon, FirstEnergy,
PPL Corporation, Public Service Enterprise Group, En-
tergy, and Ameren. These companies typically hedge
most of their expected output, and as older, higher-
priced hedges are rolling off, they are being replaced by
lower-margin hedges. Even in such an environment,
most nuclear assets are still profitable, but much less so
than a few years ago. Meanwhile, owners of nonregu-
lated coal-fired units are facing higher coal costs at the
same time that power prices are under pressure. What's
more, some of these plants will need pollution control
equipment to meet stricter federal regulations if they
are to continue running.

One company, Edison International, exited this busi-
ness in late 2012 when its merchant power subsidiary
made a prepackaged Chapter 11 filing and was decon-
solidated from Edison’s books. Another, Ameren, is di-
vesting itself of this business, too. Ameren won't receive
any cash, but will remove debt from its balance sheet
and will obtain some tax benefits as a result of the
transaction. These two companies had nonutility gener-
ating fleets that were almost entirely coal-fired.

Nuclear units are more attractive than coal-fired
facilities, but certainly are not immune to market pres-
sures. Dominion Resources is shutting its Kewaunee
nuclear plant in Wisconsin after the company was un-
able to find a buyer. Dominion is also shutting some
fossil units, and will wind up with a company that is
more focused on the regulated utility business. PPL has
also increased its presence in regulated utilities in the
past few years by buying power companies in Kentucky
and Great Britain. Exelon, which has 17 nuclear units,
was already planning to shut one aging facility, but
hasn’'t announced any other planned closings. However,
unfavorable conditions in the power markets have hurt
the company’'s profitability so much that the board of
directors is planning to cut the dividend. The profitabil-
ity of NextEra Energy’s Seabrook nuclear unit has
declined, but it still a valuable asset for the company.

Mergers And Acquisitions

A lot of big deals have been announced in Corporate
America in the first quarter of 2013. However, electric
utilities have not participated in the activity. Currently,

INDUSTRY TIMELINESS: 44 (of 98)

the only electric company that is involved in pending
M&A activity is CH Energy Group, which is being
acquired by Fortis, a Canadian company, in a transac-
tion that is expected to be completed in the second
quarter of 2013. Entergy has agreed to sell its transmis-
sion assets to /TC Holdings, but we don't regard this
deal as M&A because it doesn’t involve a change in
control of an entire company.

There are a number of reasons why electric utilities
have stayed on the M&A sidelines of late. First, most of
the obvious deals have already happened. Today, there
are only about 50 publicly traded electric companies in
the United States. Twenty-five years ago, there were
roughly twice as many. In Iowa alone, there were six
utilities. Three of them are now owned by Berkshire
Hathaway, and the other three are part of Alliant
Energy. Second, completing M&A in this industry is
almost always a long and difficult process because nu-
merous regulatory bodies must give their approval.
When American Electric Power announced its agree-
ment to acquire Central and South West in late 1997, the
transaction didn't close until mid-2000. Moreover, many
deals have been terminated once it became evident that
a state commission would not approve the combination
without imposing conditions that were unacceptable to
the companies. Third, given the valuations of most
utility stocks today, buying a power company would be
an expensive undertaking, even allowing for the fact
that borrowing costs are low.

Conclusion
The average dividend yield of stocks in the Electric
Utility Industry is about 4%. This is well above the
median of all dividend-paying stocks covered in The
Value Line Investment Survey, but is low, by historical
standards. This is a reflection of today’s very low inter-
est rates. Many investors have focused attention on
dividend-paying equities such as utilities because re-
turns on cash are minuscule. As a result, the recent price
of many of these issues is within their 2016-2018 Target
Price Range. This indicates that they are expensively
priced. It has become harder to find attractive selections
in this industry, but we suggest that investors look at
ITC Holdings if they are more interested in good 3- to
5-year total return potential than a high current yield.
Paul E. Debbas, CFA
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May 3, 2013

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.

Electric utilities frequently file rate cases. We
discuss the reasons why these applications are
necessary, and mention some companies in this
Issue that have rate cases pending.

So far this year, most stocks in this industry
have outperformed the broader market averages.
With investors reaching for dividend yield, elec-
tric utility stocks have become richly valued.

Rate Cases

There are numerous reasons why electric utilities file
rate cases. Seme states, such as California, Wisconsin,
and Nevada, require utilities to file periodically. Compa-
nies also file applications to place new plant into the rate
base, recover rising operating and maintenance ex-
penses, or reflect changes in the cost of capital. In some
cases, utilities seek rate relief to recover the costs of
responding to natural disasters, such as Hurricane
Sandy last fall. Of course, utilities usually don't get
everything they request. And, in a period of declining
interest rates, they sometimes have their allowed return
on equity lowered by a state regulatory commission.

Some utilities in this Issue have rate cases pending.
Most notable is Xcel Energy, which usually has multiple
applications in the hopper. Xcel operates in eight states
and provides both electric and gas service in most of
them, so it's understandable that rate filings are an
ongoing occurrence for the company. In California, the
utility subsidiaries of PG&FE Corp. and Sempra Energy
are awaiting rate orders. In Arizona, UniSource Energys
two utilities have applications pending. In Oregon, Port-
Iand General Electric just put forth a petition. When a
utility files a rate application, the time frame for a
decision is typically six to 12 months, but can drag on for
a longer period. Sempra’s utilities have been waiting for
more than a year to get an order, which will be retroac-
tive to the start of 2012.

Just as court cases can be settled, so can rate cases.
Utilities sometimes reach agreements with the commis-
sion’s staff and key intervenor groups. (Indeed, in some
states, settlements are the norm.) For instance, within
the past several months Avista settled its electric and
gas cases in Washington and Idaho. The settlements
were approved by the state commissions. The agree-
ments also included rate freezes in which tariffs couldn’t
be raised again until the start of 2015. Rate freezes
aren’'t unusual, either. It should be noted that these
orders refer to base tariffs; the actual prices that cus-
tomers pay may rise or fall depending on fuel costs that
are passed through to ratepayers.

Sometimes, utilities can obtain higher revenues with-
out going through a full-blown rate case. Certain kinds
of spending are recoverable annually through rate sur-
charges (known as riders). For instance, Arizona Public
Service, the utility subsidiary of Pinnacle West, has such
a regulatory mechanism for its solar energy program.
Eventually, these revenues will be rolled into base tariffs
once the company files its next general rate case. This
should enable the utility to go for a few more years

INDUSTRY TIMELINESS: 82 (of 98)

without a rate hike (except for one needed for a pending
asset acquisition). Electric transmission revenues that
are overseen by the Federal Energy Regulatory Commis-
sion are subject to similar regulation.

Even with all of this regulatory activity, there are
exceptions. Ef Paso Electric has some peaking generat-
ing units under construction, but believes it can hold off
on filing a rate case until 2015. This is partly thanks to
above-average growth in the utility’s service territory.

Conclusion

Electric utility equities have performed very well since
the start of 2013. Most issues have risen anywhere from
10% to 20%, and even the laggards have advanced at a
high single-digit pace. (CH Energy, which is being ac-
quired, is the exception, having declined slightly) This is
partly due to the strength of the overall stock market,
but electric utilities have comfortably outperformed the
broader market averages.

Why is this happening? Considering the minuscule
returns on savings accounts and money market funds,
many investors are continuing to reach for anything
with a decent dividend yield. Electric utility stocks have
long been known as havens for income-oriented inves-
tors. The average yield of this group is 3.7%, which
compares favorably with the median yield of 2.2% for
dividend-paying issues under our coverage. Another
reason for the outperformance is reversion to the mean.
In 2012, electric utility equities underperformed the
broader market averages.

For almost every one of the 49 electric utility stocks
under our coverage, the recent price is within the 3- to
5-year Target Price Range. In a few cases, such as Black
Hills and Portiand General Electric, the quotation is
above the 2016-2018 Target Price Range. When this
occurs, it is usually a signal that these stocks have
become overvalued. At the current valuation, the median
3- to S5-year total return potential is only about 3%,
which is hardly inspiring for long-term investors.

Paul E. Debbas, CFA
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ALLETE are not shown because they are - 252 178 15| 18| 139 61| 160 147| 159 Boldfighresare |Avg Ann'l PIE Ratio 13.0
not comparable. - 133 95] 89| 79| 84| 107 102 92| 102 ValusLine |Relative P/E Ratio .85
CAPITAL STRUCTURE as of 12/31/12 || 28% | 32% ) 36% | 44% | 58% | 50% | 46%| 45% | =™F'™ |AvgAnn'I Divd Yield 4.5%
Total Debt $1018.1 mill. Due in 5 Yrs $269.6 mil. --| 7514 7374 7671 8417 801.0 | 759.1 | 807.0 | 9282 961.2| 1005| 1100 |Revenues (Smill) 1275
'-LTT'?etb‘$9t33-6 "‘é‘,'-s stT Interest $46.0 mill. --| 385| 680] 773| 876 825| 610| 753 | 938] 97.1| 05| 120 |NetProft (Smil) 155
e e lizeg Annual renals $11.5 mil, ~~ | 388% | 28.4% | 375% | 348% | 34.3% | 33.7% | 31.2% | 21.6% | 28.1% | 20.0% | 20.0% Income Tax Rate 200%
- 1.8% A% | 14% | 66% | 58% | 128% | 89% | 27% | 53% | 50% | 3.0% |AFUDC % to Net Profit 2.0%
Pension Assets-12/12 $460.1 mill. - | 382% | 39.4% | 35.1% | 35.6% | 41.6% | 42.8% | 44.2% | 44.3% | 43.7% | 44.5% | 46.5% |Long-Term Debt Ratio 42.5%
Obiig. $652.1 mill. - | 61.8% | 60.9% | 64.9% | 64.4% | 584% | 57.2% | 55.8% | 55.7% | 56.3% | 55.5% | 53.5% |Common Equity Ratio | 57.5%
Pfd Stock None -- | 1020.7 | 990.6 | 1025.6 | 1153.5 | 1415.4 | 1626.3 | 17476 | 1937.2 | 21346 | 2360 | 2540 |Total Capital ($milt) 2750
883.1 | 8604 | 921.6 | 1104.5 | 1387.3 | 1622.7 | 18056 | 1982.7 | 2347.6 | 2540 | 2760 |Net Plant ($mill) 2850
Common Stock 39,468,463 shs. -| 51% | 80% | B6% | 86% | 6.7% | 48% | 54% | 60% | 56% | 55% | 55% |Returnon Total Cap'l 1.0%
as of 211113 --| 64% | 11.3% | 11.6% | 11.8% | 100% | 66% | 77% | 87% | 81% | 80% | 8.5% Returnon Shr. Equity 10.0%
. . -1 6.1% | 11.3% | 11.6% | 11.8% | 10.0% | 66% | 7.7% | 8.7% | 81% | 80% | 85% ReturnonCom EquityE | 10.0%

MARKET CAP: $1.9 billion (Mid Cap) 4T% | 52% | 50% | 58% | 39% | 5% | 15% | 29% | 23% | 20% | 25% |RetainedtoComEq 40%
ELECTRIC OPERATING STATISTICS - 2% | S54% | S51% | 51% | 61% | 93% | 81% 66% | T1% 75% | 69% {Ali Div'ds to Net Prof 61%
% Change Retad Sales (KWH) +22%"1) 2-1-051(15 +°11§ BUSINESS: ALLETE, Inc. is the parent company of Minnesota eration in FL. Disc. water-utility ops. in '01. Spun off automotive
Avg. Indust, Use (MWH NA NA NA [ Power, which supplies electricity to 146,000 customers in north- remarketing operation in '04. Generating sources: coal & lignite,
Avg. "‘,WSL%‘;&W ® 158%8 157:838 1575‘6 eastem MN, & Superior Water, Light & Power in northwestern WI.  74%; biomass, 4%; hydro, 4%; wind, 2%; purch., 16%. '12 deprec.
g:gkachoacailetes(Mw F 1604 1599 1833 | Electric revenue breakdown: taconite mining/processing, 24%; rate: 2.9%. Has 1,400 employees. Chairman, President & CEO:
NmualLuédFactor(%j 79.0 79.0 79.0 | paperiwood products, 9%; other industrial, 10%; residential, 13%; Alan R. Hodnik. inc.. MN. Address: 30 West Superior St., Duluth,
% Change Customers (avg.) +1.0 +5 +5 | commercial, 14%; wholesale, 13% other, 17%. Has real estate op- MN 55802-2093. Tel.: 218-279-5000. Internet: www.allete.com.

Fixed Charge Cov, (%) 334 344 341 | ALLETE’s earnings will probably ad- The board of directors boosted the
ANNUAL RATES Past Past Estd'i0-12| vance moderately in 2013. Much of the dividend in the first quarter. The board
of change (persh)  10Y¥rs.  5Yrs.  to"618 | capital spending of its major utility subsid- raised the annual payout by $0.06 a share
Revenues == 5% 30% | jary, Minnesota Power, is subject to imme- (3.3%), a slightly higher increase than we
E(;?:ir,";s'"w o 3%0//: 80% | diate recovery through surcharges on cus- had estimated. The stock’s dividend yield
Dividends .- 45% 35% | tomers’ bills. This includes renewable- is equal to the utility average.

Book Value -~ 55% 40% | energy, environmental, and transmission The Minnesota commission turned

Cal- | QUARTERLY REVENUES (§ mill) Fun | expenditures. Two wind projects went into down one request from Minnesota
endar |Mar.31 Jun. 30 Sep. 30 Dec.31| Year | Service in late 2012, so the company will Power, but another is pending. The

2010 | 2336 2112 2241 2381 | 9070| have a full year's worth of income from regulators rejected the utility's request for

2011 [2422 2189 2269 2392 | 2282 | themn this year. Also, Minnesota Power’s a regulatory mechanism that would have

2012 |2400 2164 2488 256.0 | 9612 | service area is in good shape, as its large enabled it to recover increases in pension

2013 1255 235 255 260 (1005 | industrial customers are running at full and other postretirement benefits costs

2014 1275 260 280 285 1100 | production. Qur 2013 earnings estimate is automatically. These have been rising due

Cal- EARNINGS PER SHARE A Fun | within ALLETE's targeted range of $2.58- to low interest rates. Separately, Minne-
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | $2.78 a share. The stock is ranked favor- sota Power is proposing to spend $350

2010 | 68 57 56 .38 | 219 ably for Timeliness. million-$400 million for environmental

2011 | 107 48 57 53 | 265| We expect stronger profit growth in compliance for one of its coal-fired units.

212 1 6 39 .78 75 | 258)] 2014. The key factor is a taconite plant The utility should get a decision sometime

2013 78 50 .75 .70 | 270| that Essar Steel is building in Minnesota in 2013.

2014 | 80 .60 .80 .75 | 295| Power's service area. Essar will probably The recent price is up about 15% since

Cal- | QUARTERLYDIVIDENDSPAIDBwt | Fy | Start making pellets in the fourth quarter the start of 2013. We think this is in
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | of 2013, and the facility is expected to anticipation of strong earnings growth

2009 | 44 44 A4 44 176 | reach full production sometime in 2014. next year. With the quotation near the

2010 | 44 44 44 44 176| This should result in at least 110 mega- midpoint of our 2016-2018 Target Price

2011 | 445 445 445 445 178 | watts of additional load. Accordingly, we Range, total return potential is unspec-

2012 | 46 46 46 46 184 | forecast a high single-digit earnings in- tacular.

2013 | 475 crease, to $2.95 a share. Paul E. Debbas, CFA March 22, 2013
(A) Diluted EPS. Excl. nonrec. gain (loss): ‘04, | due late Apr. (B) Div'ds historically paid in early | (D) In mill. (E) Rate base: Original cost deprec. | Company’s Financial Strength A
2¢; 05, ($1.84); gain (losses) on disc. ops.: | Mar., June, Sept. and Dec. m Div'd reinvest- | Rate allowed on com. eq. in '10: 10.38%; | Stock's Price Stability 95
‘04, $2.57, '05, (16¢); ‘08, (2¢); loss from ac- | ment plan avail. t+ Shareholder investment plan | earned on avg. com. eq., '12: 8.6%. Regulatory | Price Growth Persistence 50

counting change: '04, 27¢. Next egs. report | avail. (C) Incl. deferred chgs. In "12: $8.64/sh. | Climate: Avg. {F) Summer peak in '10 & '12.

LLC. AR rights reserved. Factual material is obtained from sources believed to be refiable and is provided without warranties of any kind.
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of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generaling or marketing any printed or efectronic publication, service or product.
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RECENT PE Trailing: 15.9 Y RELATIVE DIVD (y
AMERlCAN ELECl PWRl NYSE-AEp |PRICE 47.29 RATIO 15-1 (Median: 13.0) PIE RATIO 0.90 YLD 4.2 0
THELNESS 3 toeis: | o | 458] SIZ] ST 8T 1T 612 o] sl wmel 4171 4] 18 Targe Prics Range
SAFETY 3 Loweed 10402 | LEGENDS
3 ki " G oy It te 128
TECHNICAL Raised 3115/13 R elaﬁve";rice Srengh o
BETA .65 (1.00 = Market) Opons: Yes - ) LEF R 80
| 2016-18 PROJECTIONS  j=mpaded arcas indeale recessions TS SN SO — 64
] " Ann'l Total | 8
) Price  Gain Return n T R I 0
HWigh 60 (+25%) 10% , e T “
Low 40 (-15% 1% 'I Il |'I|"|' T T
Insider Decisions |,! 2
AMJJASOND .
By 000000010 16
i 020000010 s R e e 12
Institutional Declsions . - %TOE?EIUR‘,?“‘?:,;:.
2 12
oy 03 e n| Percent 18T . I iy 301 134
to Sel 254 255 271 | traded s QI T 3yr. 608 482 [
Hid's{000) 270699 299291 297607 THIT i S5y. 461 64.7
1997 [ 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 2014 | ©VALUELINEPUB.LLC[16-18
3243| 33.08| 3563 | 4253| 19010 | 4296| 3682 | 355t 3076 | 31.82 | 3341 3556 | 2822 32.50 {Revenues per sh 36.75
647 603} 63| 511| 765 693 576| 589] 596| 667| 680 684 632 7.35 {“Cash Flow” per sh 8.50
3287 281| 269 1.04| 327 286 253| 261 264| 286) 286| 299} 297 3.30 |Eamings per sh A 3.75
2401 240 240 240| 240 240| 165| 140! 142| 150 158) 164 164 2.04 {Div'd Decl'd pershBm 2.30
400F 4131 447] 551 569 508] 344 428] 611 889 888 983 6.19 . . . . 7.75 [ Cap'l Spending per sh 7.50
24621 25241 2579 2501| 2554 2085| 1993 2432 | 2308 | 2373 | 2517 | 2633 | 2749 | 28.33 | 3033 | 31.37 | 3260| 33.85 Book Value persh € 38.25
189.99 | 191.82 | 194.10 | 322.02 | 322.24 | 338.84 | 395.02 | 395.86 | 393.72 | 396.67 | 400.43 | 406.07 | 478.05 | 480.81 | 483.42 | 485.67 | 489.00 | 492.00 |Common Shs Outst'g D | 505.00
134 170 1431 343] 139 127] 107 124] 137] 129 1631 131 100 134 1191 13.8 | Boid fighres are |Avg Ann'l PIE Ratio 13.5
T 88 821 223 N 63 61 .66 13 70 87 79 67 .85 15 88| \Valweline Relative P/E Ratio .80
55% ! 50%| 62% ) 67%| 53%| 66%| 61% | 43% | 39% | 41% | 34% | 42% | 55% | 4.9% | 50% | 4.6% estimates Avg Ann'l Div'd Yield 4.5%
CAPITAL STRUCTURE as of 12/31/12 14545 | 14057 | 12111 | 12622 | 13380 | 14440 | 13489 | 14427 | 15116 | 14945 | 15400 | 16000 |Revenues ($mill) 18550
Total Debt $18738 mill. Due in 5 Yrs $8254 mill. 984.0 | 1038.0 | 1036.0 | 1131.0 | 11470 | 1208.0 | 1365.0 | 1248.0 | 1513.0 | 1443.0 | 1500 | 1585 |Net Profit (Smill) 1900
g o ey toeeest §785 mil 8% | 33.1% | 29.3% | 33.0% | 31.1% | 313% | 29.7% | 348% | 31.7% | 33.8% | 36.0% | 35.0% [Income Tax Rate 35.0%
(LT intorest earmed: 3.2¢) ' 38% | 36% | 54% | 99% | 98% | 99% | 10.9% | 104% | 10.6% | 11.2% | 7.0% | 7.0% |AFUDC%toNetProfit | 6.0%
60.6% | 56.2% | 54.8% | 56.7% | 58.3% | 59.1% | 54.4% | 53.1% | 50.7% | 50.6% | 49.5% | 48.0% |Long-Term DebtRatio | 45.5%
Leases, Uncapitalized Annual rentals $302 mill. 38.7% | 43.1% | 44.9% | 43.0% | 41.4% | 40.7% | 45.4% | 46.7% | 49.3% | 49.4% | 50.5% | 52.0% |Common Equity Ratio 54.5%
Pension Assets-12/12$4.70bill. ! 20333 | 19584 | 20222 | 21902 | 24342 | 26290 | 28958 | 29184 | 29747 | 30823 | 31525 32100 |Total Capital ($mill) 35400
Prd Stock None Obiig. $5.21 bill. | 22009 | 22801 | 24284 | 26781 | 20870 | 32087 | 34344 | 35674 | 36971 | 38763 | 40575 | 42400 |Net Plant ($mill 47200
66% | 7.0% | 66% | 67% | 63% | 62% | 62% | 57% | 6.6%| 6.1% | 6.0% | 6.0% |[Returnon Total Cap’l 6.5%
Common Stock 485,668,370 shs. 123% | 121% | 11.3% | 11.9% | 11.3% | 11.2% | 103% | 91% | 103% | 95% | 8.5% | 9.5% [RetunonShr.Equity | 10.0%
124% | 12.2% | 11.3% | 12.0% | 11.4% | 11.3% [ 104% | 91% | 10.3% | 95% | 9.5% | 10.0% |Returnon Com Equity E| 10.0%
MARKET CAP: $23 billion {Large Cap) 45% | 51% | 52% | 57% | 51% | 51% | 46% | 31% | 42% | 35% | 3.5% | 4.0% [Retainedto Com Eq 0%
ELECTRIC OPERATING STATISTICS B4% ¢ 54% | S54% | 53% 1 55% | 55% | 56% | 66% 60% | 63% | 63% | 63% AliDiv'ds to Net Prof 61%
ACopRadSasiUl 48 13 53 | BUSINESS: American Electic Power Company, Inc. (AEP), uiiy) '01; sod SEEBOARD (Briish ulity) 02; sold Houston
Avg. Indisst UR(MWH!}W NA NA NA | through 10 operating utilities, serves 5.3 mill. customers in Arkan- Pipeline '05. Generating sources not available. Fuel costs: 35% of
Avg. Indust. Revs. per KWH (f) 495 495 469 | sas, Kentucky, Indiana, Louisiana, Michigan, Ohio, Okiahoma, Ten-  revenues. '12 reported depr. rates (utility): 1.2%-3.9%. Has 18,500
kmf’emw) w\\ Nﬁ N;A\ nessee, Texas, Virginia, and West Virginia. Electric revenue break- employees. Chairman: Michael G. Mormis. President & CEO:
AmuaILoad(MFwa)aor(% NA NA  NA | down: residential, 38%; commercial, 24%; industrial, 20%; whole-  Nicholas K. Akins. Inc.: NY. Address: 1 Riverside Plaza, Columbus,
% Change Customers (yr-end) NA NA NA | sale, 16%; other, 2%. Sold 50% stake in Yorkshire Holdings (British  OH 43215-2373. Tel.: 614-716-1000. Intemet. www.aep.com.
American Electric Power is position- there. This will create a new subsidiary,
T:’fxzfz"\ﬂs Pact ZSZaSt 2:3, 4 ,102_?:)2 ing itself as a regulated utility. Most of AEP Generation Resources. (The move ne-
ofchange(persh) 10V,  5¥rs. fo't648 | the company’s profits (roughly 85%) come cessitated a $0.38-a-share nonrecurring
Revenues -405% -1.0% 30% | from the regulated side of the business. charge in the fourth period of 2012.) AEP
'I‘ECaS_h Flow” 0% 1-3‘://0 ‘f‘-g:n And, even in AEP’s nonregulated opera- needs approval of the Ohio and federal
AR S0% 40% 40% | tions (power generation, retail electricity regulators for this move, which is expected
Book Value 25% 45%  4.0% | supply, and wholesale power trading and to take effect at the start of 2014. The
- marketing), management wants to make company's generating units should be well
egsla'r MggﬁRTEEm%EVSEE:%%(SE&)_31 5:3",, this “lookgas regulated as possible.” positioned for competition. Other assets
2010 | 3569 3360 4064 3434 |144o7 | Accordingly, the board of directors will be transferred to regulated utilities.
011 | 3730 3609 4333 3444 |15115 | has increased the targeted payout ra- We estimate that earnings will rise in
2012 | 3625 3551 4156 3613 |14945 tio from 50%-60% to 60%-70%. More 2013 and 2014. Rate relief should help. In
2013 | 3750 3650 4350 3650 |15400 | than a year has passed since the dividend February, Indiana & Michigan Power re-
2014 | 3900 3800 4500 3800 [16000 | was last raised. We estimate that the ceived an $85 million rate hike in Indiana,
Cal- EARNINGS PER SHARE A Full board will boost the quarterly payout by based on a 10.2% return on equity. In
endar |Mar3! Jun30 Sep.30 Dec3t| Year | $0.02 a share (4.3%) in the second quarter. Texas, SWEPCO has an $83.1 million rate
2010 7 % 116 7 | 260] AEP is making changes to its portfolio filing pending, based on an 11.25% ROE.
2011 ‘83 73 147 41 | 313| of generating assets. The company plans New tariffs would be retroactive to Janu-
2012 | 80 75 100 43 | 298] to spend $4 billion-$5 billion through 2020 ary. AEP's transmission operation has a
2013 | 85 80 105 45| 315| for environmental compliance. (This is lot of investment opportunities and should
2014 90 85 110 45 | 330| well below management’s i)nitgll expecta- increase its contribution each year. Our
Ba tion of $6 billion-$8 billion.) AEP will also share-net estimates are within the compa-
eggla.r Mggﬁﬁﬁ%w%?;:omgecm 5;‘,.:', retire 1,920 megawatts of coal-fired capaci- ny's guidance of $3.05-$3.25 for 2013 and
2009 | 41 " 41 ) 164| Y to comply with stricter environmental $3.15-$3.45 for 2014.
2010 | 41 42 42 45 171 rules. Moreover, in connection with a We have a neutral opinion of this
201t | 48 45 46 47 185 | transition to competitive markets in Ohio, stock. The yield and 3- to 5-year total re-
2012 | 47 47 47 47 183 | the company plans to undergo a corporate turn potential are average for a utility.
2013 | 47 separation of its generating facilities Paul E. Debbas, CFA March 22, 2013

{A) Diluted EPS. Excl. nonrec. gains {losses): | '02
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, (57¢); '03, (32¢); '04, 15¢; 05, 7¢; '06, 2¢; |inv. plan avail. (C) Incl. intang. In '11:
02, ($3.86); '03, (51.92); '04, 24¢; '05, (62¢); | '08, 3¢. 11 EPS don't add due to rounding. | $18.77/sh. (D} In mill. (E} Rate base: various.
‘06, (20¢); '07, (20¢); ‘08, 40¢; 10, (7¢), '11, | Next egs. report due late Apr. (B) Div'ds histor. | Rates all'd on com. eq.: 9.96%-10.9%; earned
89¢; '12, (38¢); gains {losses) on disc. ops.: | paid early Mar., June, Sept., & Dec. » Div'd re- | on avg. com. eq., "12: 9.6%. Reg. Clim.: Avg.

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 subscribes's own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitied in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

Company’s Financial Strength B++
Stock's Price Stability 100
Price Growth Persistence 60

Earnings Predictability 90
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ANNUAL RATES  Past

Past Est'd '09-'11

sion from the Louisiana commission
to transfer a plant from a nonregu-

RECENT Trailing: 1.5 Y| RELATIVE DIVD
CLECO CORPORATION vse.cu. [ 44.57 i 17.3 Gete )5 1,030 3.2 ATl
mewness & weizre | 1] 2] 85] T 8] 2] B3] BA| 1| 53] %] %3] ad Tt s Fanoe
SAFETY 1 misettizoniz | LEGENDS
3 R - Jiietziefdom?r?tne?:s Rate 80
TECHNICAL Raised 32213 ...y aawebg"ce S | |1 11 | T 1 4T o
BEVA .65 (1.00= Market) éfoﬂsphl 1 &
2016-18 PROJECTIONST ) haded areas indicate recessions i st 1 @ 40
) Price Gau: Eetg?n 1 . L e %g
B O Y 3
Insider Decisions PR L il ’ 15
AMJJASONDL . . '|'|,|
toBuy o 0000000 Qf 2 afee™ 10
Options 2 0 0 010100
tosed 110010000 R e T AT e e % TOT. RETURN 2113 1.5
Institutional Decisions : ’ THIS  VLARTH
02012 0012 42| percent 15 i i g 1l A L uw i 571%0; n:gg‘x
o % 15 o shares O TIHIL i ! i 3y. 936 482 |
Hid's(000) 43036 42156 42755 1T II]IIIII ﬂ:m | S5y. 1304 847
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 |2010 | 2011 {2012 [2013 |2014 | ©VALUELINEPUB.LLC[16-18
10161 1146| 1742 1823} 23.55| 1533 | 18.54| 1503 | 1841 | 17.38| 1719 | 17.99 | 1417 1898 | 1853 | 16.30| 17.05| 19.65 |Revenues persh 2250
218| 228| 236 277 294 | 3.05| 298 256 276; 263 269| 37| 378 G512 528| 525 525 570 |“CashFlow” persh 7.00
109] 142 119| 146( 151 152 126 132 142} 136| 132} 170 | 176 | 229| 259| 270 255| 285 |Eamingspersh A 3.50
.79 81 83 85 87 90 .90 50 90 .80 .50 90 90 98 142{ 130| 140| 1.60 [DividDecldpershBmi| 200
173] 200] 389 252 1107 191 158 61| 318[ 411 851[ 559 435 468 325| 395| 380] 2.30 [Cap’l Spending persh 2.00
868 907; 944 10.04| 1069 14.77| 10.09| 1083 | 1369 | 1522 | 1685 | 17.65 | 1850 | 21.76 | 23.55| 2460 | 2575| 27.00 |Book Value persh © 31.25
44.03| 44971 4488| 4409] 4496| 47.04[ 4718 4962 | 4999 57.57 | 59.94 | 60.04 | 60.26 [ 6053 | 60.29 | 61.00] 61.00 | 61.00 |Common Shs Quistg © | 61.00
125] 144 134 132 146 122 124 138 150 173 18.6 144 132 123 133 15.0 | Boid fighres are |Avg Ann'l PIE Ratio 130
72 75 .76 86 15 87 N 13 80 83| 1.04 85 88 78 83 96 | ValuelLine |Relative PIE Ratio 85
58%| 5.0%| 52%| 44% | 39% | 48% | 58% | 50% | 42% | 38% | 35% | 38% | 39% | 35% | 33% | 32% | ™ |avg Ann'l Divd Yield 45%
CAPITAL STRUCTURE as of 9/30/12 8746 | 7458 | 920.2 | 1000.7 | 1030.6 | 1080.2 | 853.8 | 1148.7 | 1117.3 [ 993.7 | 1040 | 1100 |Revenues ($mill) 1375
Total Debt $1328.1 mill. Due in 5 Yrs $209.9 mill 612| 66%| 750| 747 796 1021 | 1063 | 1395 | 157.8| 1636 ] 155| 175 |Net Profit (Smill 215
:-Tcl°;$g57‘2?|{-2 M erest §75.5 mil. 2% | 35.2% | 30.2% | 36.0% | 24.3% | 153% | B8.3% | 44.1% | 30.6% | 28.5% | 32.0% | 32.0% (Income Tax Rate 32.0%
(LT interest eamed: 430 58% | 75% | 43% | 142% | 57.9% | 82.8% | 935% |122% | 4% | 55% | 3.0% | 20% |AFUDC%toNetProft | 20%
64.4% | 44.5% | 46.3% | 40.9% | 43.2% | 51.1% | 54.2% | 51.5% | 48.5% | 45.6% | 44.5% | 43.5% |Long-Term DebtRatio | 40.0%
Leases, Uncapitalized Annual rentals $12.4 mill. | 33.8% | 53.4% | 52.0% | 57.8% | 56.7% | 48.9% | 45.8% | 48.5% | 51.5% | 54.4% | 55.5% | 56.5% (C Equity Ratio | 60.0%
Pension Assets-12/11 $312.4 mill. | 14085 | 1011.6 | 1315.9 | 15156 | 1780.5 | 2167.7 | 2436.4 | 2747.9 | 27569 | 2756.5| 2825 | 2905 |Total Capital ($mill 75
Pt Stock None Oblig. $362.0mill. | 14171 | 1060.0 | 11887 | 13049 | 1725.9 | 20453 | 2247.0 | 2784.2 | 2893.9 | 30095 | 3075 | 3045 |Net Plant ($mili) 2825
67% | 89% | 7% | 63% | 56% | 61% | 59% | 66% | 7.0%| 7.5%| 7.0% | 7.5% |Return on Yotal Cap'l 8.0%
Common Stock 60,726,390 shs. 122% | 118% | 106% | 83% | 7.9% | 96% | 95% |106% | 11.1% | 10.9% | 70.0% | 10.5% Return on Shr. Equity 11.0%
as of 10/26/12 125% | 11.9% | 10.7% | 83% | 7.8% | 96% | 9.5% | 10.6% | 11.4% | 10.9% ; 10.0% | 10.5% |Return on Com Equity E| 11.0%
MARKET CAP: $2.7 billion (Mid Cap} 35% | 39% | 41% | 30% | 26% | 45% | 47% | 61% | 63% | 55%| 45% | 4.5% |RetainedtoComEq 5.0%
ELECTRIC OPERATING STATISTICS 72% | 68% | 62% | 65% i 68% | 53% | 51% | 42% 43% | 48% | 55% | 56% |All Div'ds to Net Prof 57%
- RMS«"%(KWH) 2%08 1’+°518 ‘1_11 BUSINESS: Cleco Corporatiqq is a holding company for Cleco erating sources: coal & lignite, 34%; gas & oil, 29%; petroleum
Avg. Indusl Use (MWH M 3532 3657 3904 | Power, whigh_ supplies electricity to §bout 283,000 customers in  coke, 23%; purchased:.14%. Fuel costs: 40% of revenues. '11 re-
Avg lndustRevs mv t) 6.48 7.68  7.58 | central Louisiana. Through a subsidiary, has 775 megawatts of ported deprec. rate (utility): 2.8%. Has 1,200 employees. Chairman:
g o Loa : Summer %ggg g—gﬁ’g %ggg wholesale capacily. Electric revenue breakdown: residential, 47%; J. Patrick Garrett. President & CEQ: Bruce A. Williamson. Inc.: Lou-
Aovua Load Factor 535 558 5p.2 | commercial, 28%; |ndu_stn'al, 14%; other, 10%. La_rgest _industn'al isiana. Address: 2030 Donahue Ferry Road, P.O. Box 5000, Pine-
%Change Customers 23;,9) +, +.7 +.6 { customers are paper mills and other wood-product industries. Gen-  ville, LA 71361-5000. Tel.: 318-484-7400. intemet: www.cleco.com.
Ficed Charge Cov. %) 138 204 415 | Cleco Corporation is seeking permis- more than 20%. Cleco hasn’t disclosed the

effect of the contract on its annual income,
but this is the main reason why we fore-

of change (persh) 10 Yrs. 5Yrs. to '16-'18
Revenues -1.5% 5%  4.0% | lated operation to its regulated utility cast a significant rise in profits next year.
éCaSh Flow” gg‘;ﬁ' }(2)32//0 g-g';//ﬂ subsidiary. The Coughlin gas-fired plant Dividend growth is Cleco’s strong

Bngs. T6% 20% 105% | is now the company's only nonutility gen- point. After a period of several years
Book Value 8.0% 100% 5.5% | erating facility. Currently, the utility is without a dividend hike, the board of

Cal- | QUARTERLY REVENUES (§ mill) Full buying power from Coughlin to help meet directors raised the payout in 2010 once
endar [Mar31 Jun.30 Sep.30 Dec.t| vear | its meeds. The move would give Cleco an- the company’s earnings (and quality of

2010 12723 2759 3438 2566 |11487| other regulated asset and expand its rate earnings) improved. The board reviews the

2011 12537 2729 3518 2391 11173 | base. The company is hoping for a ruling dividend every quarter, and has boosted

2012 (2228 2401 2974 2334 | g937]| from the state regulators by yearend, but the disbursement four times in the past

2013 1235 255 315 235 1040 | this might slip into early 2014 three years. However .

2014 |245 270 335 250 [1100 | Earnings are likely to decline this This untimely but top quality equlty

cal. EARNINGS PER SHARE A Fanl | Year. In 2012, Cleco booked $0.22 a share has a high valuation for a utility is-
endar [Mar31 Jun30 Sep.30 Dec.31| Year | Of profits from the contractual expirations sue. The dividend yield is nearly one per-

2010 55 7 5 33 | 229] of indemnifications that arose from non- centage below the industry average, and

2011 48 52 108 51 | 259 | utility generating units that were sold in the price-earnings ratio is above that of

22 | 50 77 105 38 | 270| 2010 and 2011. This made the year-to-year the market. This valuation is due in part

2013 50 60 110 35 | 255| earnings comparlsons difficult. Our 2013 to Cleco’s superior earnings and dividend

2014 | 55 .68 120 42 | 285| share-net estimate is at the upper end of growth prospects. The company will also

Cal- | QUARTERLY DIVIDENDSPADB =t | Fun | Cleco’s targeted range of $2.45- 52 55. have significant free cash flow after its

endar |Mar31 Jun.30 Sep.30 Dec.31| Year A long-term wholesale contract will capital budget declines in 2014. Finally,

2009 | 225 25 25 225 90 enhance Cleco’s earnings beginning we think some takeover speculation is re-

210 | 225 25 25 95 ‘g | next year. The 10-year agreement with flected in the recent price. Total return po-

2011 | 25 28 28  3125| 1121 an electric cooperative serving suburban tential to 2016-2018 is about equal to the

2012 | 3125 3125 3375 3375| 130 Baton Rouge begins in April of 2014. The utility average.

2013 | .3375 pact will increase the utility’s load by Paul E. Debbas, CFA March 22, 2013
{A) Diluted earnings. Excl. nonrec. gains ings report due early May. (B} Div'ds historical- | '11: $10.61/sh. (D) In mill., adj. for split. Company'’s Financial Strength A
gosses): '00, 5¢; '02, (5¢), '03, ($2.05); '05, ly paid in mid-Feb., May, Aug. and Nov. m Div'd | (E) Rate base: Net orig. cost. Rate allowed on Stock’s Price Stability 100

2.11; '07, $1.22; 10, $1.91; 11, 63¢; losses | reinvestment plan avail. T Shareholder invest- | com. eq. in '09: 11.7%; eamed on avg. com. Price Growth Persistence 95

from discont. ops.: ‘00, 14¢; '01, 4¢. Next eam- | ment plan avail. (C} Incl. deferred charges. In
hts reserved. Factual material is obtained from sources beiieved {o 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 transmitied 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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RECENT PE Trailing: 164 }|RELATIVE DIVD 0/
EMPIRE DISTRICT nyse-coe e 21.53 (R 15,3 (ke ) Feaimo 0.91% 4.6%
eubess 3 ez | M| 2200 28] 23s] 289] 28u] 2] ma] 1ea] 223 ;] ol 210 Target Price Range
SAFETY 2 Rised 3230 LEGENDS
3 T Givden by e e 64
TECHNICAL Raised 3122/13 . Reive Bice Syongh P
BETA .65 (1.00=Marke) ons: Yes . _ 40
2016-18 PROJECTIONS_|—noded areas indtale recessions 400 S 2
. _ Ann’l Total " ol eeeeadana.. 24
High P2n§e *Elag‘"/ Reég/m [ LT ],...-...rw-—,-p' =Sl ‘ T "I!- pribas @ 20
e B8R % = Ly 7 16
Insider Decisions T 12
AN J JASOND|™wr PaetT) 0,
toBy 00000000 O0f— 8
Opions 0 0 0000000 b SRl SO |6
lodeh_0000000900 - g ) %TOT. RETURN 2113
Institutional Decisions ! ' = ks s?é‘éx " ,‘}.‘}Ex“
L | i
by % s s Percent 12 T T T " eoe 4 T
gws:?m) 19674 19335 10868 | 00 4 H[ﬁ]}]ﬂ‘mﬂﬁ | 5y 387 647 |
1997 | 1998 | 1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [ 2008 [ 2009 [ 2010 2011 2012 {2013 | 2014 | ©VALUELINE PUB.LLC[16-18
1283 14.02| 1394 | 1478| 13.37) 1356 1303 | 1267 | 14.80 | 1367 | 1459 | 1525 | 1304 | 13.02 | 1374 | 1341| 13.80| 174.25 |Revenues persh 16.75
2671 297 2890 3121 219) 243 248} 222 245) 275 269| 291| 272} 285) 32 299 320) 3.30 |“Cash Flow" persh 400
129 183 113] 135 59| 118} 129 .86 92 14 1091 147 148 147 1.31 132 1.40| 145 [Earnings persh A 175
128 128 128 128| 28| 128| 128| 28| 128 128| 128 128| 128| 128 64| 1.00f 1.00| 100 {DivdDecl’dpershBmt 1.20
338| 303 414] T61| 402| 343| 265| 1.64| 283| 397 | 546| 628 | 407 | 263| 244[ 322| 3.85| 380 CapliSpendingpersh 2.50
13.06| 1343] 1348| 1365) 1358 1459| 1547 1476 | 1508 | 1549 | 16.04 | 1556 | 1575 | 1582 | 1653 | 16.90 | 17.20| 17.75 |Book Value persh © 19.25
1678 17111 1737 1760] 1976 2257] 2498 2570 26.08 | 30.25] 3361 [ 33.98 | 3811 | 41.58 | 41.98| 4248 | 4275 44.25 Common Shs Ouistg O | 45.00
139 140 217| {7.7] 339] 162 158 248 245] 159 207] 173 143| 168 158 | 15.8 | Bold fighres are |Avg Ann’l PJE Ratio 125
80 T3] 124 145 174 .88 80 13t 1.30 861 115 104 85| 107 991 1.0 Value|Line Relative P/E Ratio .85

TA% | 60% | 52% | 54% | 64% | 6.6% | 63% | 60% | 57% | 57% | 54% | 63% | 76% | 65% | 34% | 48% | =" |AvgAnn'l Div'd Yield 5.5%
CAPITAL STRUCTURE as of 12/31/12 32651 3255 3862 | 4135 4902 | 5182 | 4872 | 54131 5769 | 5571 590 630 | Revenues ($milt) 750
Total Debt $716.3 mill. Due in § Yrs $50.9 mill. 205 28| 238| 399| 332 307 | 43| 474 | 550| 557 60.0] 64.0 NetProfit ($mill 80.0
:'Td[’;nsegf'gamt"'r £ Interest $39.8 mil. 5% [ 341% | 334% | 354% | 30.3% | 325% | 325% | 392% | 38.4% | 38.0% | 38.0% | 38.0% |income Tax Rate 3%.0%
(LT inerest eamed: 320) 10% | 1.0% | 24% | 10.7% | 234% | 31.5% | 34.2% | 215% | 9% | 35% | 30% | 30% [AFUDC%toNetProft | 1.0%
Leases, Uncapitalized Annual rentals $.8 mill, 52.0% | 51.3% | 51.0% | 49.7% | 50.1% | 536% | 51.6% | 51.3% | 49.9% | 49.1% | 50.5% | 48.5% |Long-Term Debt Ratio 49.0%
Pension Assets-12/12 $160.2 mill. 48.0% | 48.7% | 49.0% | 50.3% | 49.9% | 46.4% 1 484% | 48.7% | 50.1% | 50.9% | 49.5% | 51.5% |Common Equity Ratio 51.0%

Oblig. $248.0mill. 7892 | 7791 | 803.3 | 9310 | 1081.1 | 11404 | 1240.3 | 1350.7 | 13862 | 1409.4 | 1480 | 1530 |Total Capital (Smill 1725

Pid Stock None 8339 | 857.0 | 896.0 | 10310 | 11789 | 13428 | 1450.0 | 1519.1 | 1563.7 | 1657.6 | 1735 | 1820 |Net Plant (mill 1925
Common Stock 42,535,367 sh. 57% | 4% | 47% | 59% | 4% | 52% | 52% | 5% | 55% | 54% | 50% | 5.5% [Returnon TotalCapl | 6.0%
as of 211113 78% | 58% | 60% | 85% | 62% | 75% | 69% | 72% | 78%| 7.8%; 80%| 80% |Retun on Shr. Equity 9.0%
78% | 58% ) 60% | 85% | 62% | 7.5% | 69% | 7.2% | 7.9% | 78% | 80%| 8.0% |Returnon ComEquity® | 9.0%

MARKET CAP: $925 million (Small Cap) A% | NMF | NMF 8% | NMF | NMF | NMF | NMF | 41% | 19%| 25% | 2.5% |Retained to ComEq 3.0%
ELECTRIC OPERATING STATISTICS 9%% | NMF | NMF | 90% | 117% | 109% | 109% | 110% | 49% | 76% | 71% | 68% |All Div'ds to Net Prof 68%
% Retai Sles (KWWH) 2&1? 2921% 2931"; BUSINESS: The Empire District Electric Company supplies e_lectn'- 30%; industrial, 15%; other, 12%. Generating sources: coal, 48%;
Avg. Industia Use 3 2813 2865 2913 | city to 167,000 customers in a 10,000 sq. mi. area in Missouri (89% gas, 25%; hydro, 1%; purchased, 26%. Fuel costs: 35% of reve-
Avg. Industrial RevkKWH (¢) 692 772 7.66 | of 12 retail elec. revs.), Kansas (5%), Oklahoma (3%), & Arkansas nues. '12 reported deprec. rate: 2.9%. Has about 750 employees.
gmmmgw ) ﬁgg ﬁgg }?g; (3%). Acquired Missouri Gas (43,000 customers) 6/06. Supplies Chairman: D. Randy Laney. President & CEQ: Bradley P. Beecher.
Arqu Load Fac 532 520 522 | water service (4,000 customers) and ha§ a s_mall fiber-optics opera- Inc.: KS. Address: 602 S. Joplin Ave., P.O. Box 127, Joplin, MO
%ChangeCus(omelseavg.) +4 15 +.6 | tion. Electric revenue breakdown: residential, 43%; commercial, 64802-0127. Tel.: 417-625-5100. Internet: www.empiredistrict.com.
Fixed Charg Cov. (%] 248 307 314 | Empire District Electric’s settlement vance this year. The key factor will be
ANNUAL RATES Past Past Estd 1012 of its electric rate case was approved the aforementioned rate order. Empire
ofchange fpersh)  10¥rs.  5Yrs. to't618 | DY the Missouri Public Service Com- District also received a $450,000 water

Revenues -5% -15%  4.0% mission. Base rates will rise by $27.5 mil- rate increase last November, so this will

(Lash Flow” 12(5):? g-g‘,’{; gg’;ﬁ lion (6.8%), effective at the start of April. benefit the utility for all of 2013. The re-

Dividede. 5% .55% 38% | This is a "black box” settlement in which covery in the company’s service area is an-

Book Value 15% 1.0% 25% |an allowed return on equity and a other plus, as well. Our $1.40-a-share

: common-equity ratio were not disclosed. earnings estimate is near the upper end of
eﬁsla'r Mg.%RTEEIL,_Y:;%EVSEgESO(sBngt)m ;:a"r The utility had sought an electric rate in- Empire District’s targeted ranggpof $1.26-

2010 11308 1145 1541 1328 | E413] crease of $30.7 million (7.6%) based on a $1.43.

2011 4507 4291 1543 1328 | 5769 | return on equity of 10.6%. The key reasons We forecast further profit growth in

2012 11372 1316 1592 1204 | 5574 | for the filing were the aftereffects of the 2014. The rate agreement will be in place

2013 [150 130 165 145 | 590 | tornado that hit Joplin, Missouri severely for the entire year. Further recovery in

2014 [160 140 175 155 630 | in May of 2011, and higher operating ex- Joplin is likely to occur, too. On the other

cal. EARNINGS PER SHARE A can | Penses. The only concessions Empire Dis- hand, an equity offering is expected, which

endar |Mar31 Jun30 Sep.30 Dec3t| vear | trict had to make were a 33 million would lessen the increase in Empire Dis-

2010 5 18 3 20 147 (pretax) write-off, which will be taken in trict’s share net. We aren't estimating a

2011 29 2 %0 21 | 13| the current quarter, and a base rate freeze dividend increase next year, but we aren't

22| 23 25 60 23| 13| through October 1, 2014. We will include ruling one out, either.

20430 26 27 65 .22 | 140l the write-off in our earnings presentation This equity’s dividend yield is frac-

2014 30 28 65 22 1 145| due to its small size. tionally above the industry average.

Cal- | QUARTERLYDIVIDENDS PAIDE=t | Fun | JOPlin continues to recover. The cus- Although we project some dividend growth

endar |Mar31 Jun30 Sep30 Dec3i| Year | tomer count there is down about 1,000 by 2016-2018, it probably won't be enough

2009 | 22 2 » 2 128 from the pretornado level, but this has to lift the payout to its level before the

010 | 32 32 32 1028 | been offset partially by the addition of 600 board suspended it in 2011. Long-term to-

201 | 32 Pl . s4 | electric customers elsewhere in Empire tal return potential is only average for a

2012 1 25 25 2% .25 1.00 | District’s service area. utility.

2013 | 25 We estimate that earnings will ad- Paul E. Debbas, CFA March 22, 2013
(A) Diluted earnings. Excl. loss from disc. ops.: | paid in mid-Mar., June, Sept. and Dec. Div'ds | '12: $6.85/sh. (D) In mill. (E) Rate base: Company’s Financial Strength B++
‘08, 2¢. 10 EPS don't add due to change in | suspended 3Q '14, reinstated 1Q 12. @ Divd | Deprec. orig. cost. Rate allowed on com. eq. in | Stock's Price Stability 100
shs., 11 & "12 due to rounding. Next eamings | reinvestment plan avail. (3% disc.). T Share- | MO in "10: none specified; eamed on avg. com. | Price Growth Persistence 35

holder investment plan avail. {C} Incl. intang. in | eq., '12: 7.9%. Regulatory Climate: Average.

LLC. Al rights reserved. Factual material is oblained from sources believed to be refiable and is provided without wamanties 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.
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RECENT PIE Trailing: 23.6 }| RELATIVE DvVD 0/
FIRSTENERGY NYSE-fe PRICE 42.75 RATIO 15.8(Median: 15.0) PIE RATIO 0.91 YLD 5-1 0
Euness 4 stz | o] 2] BA] AT AT il 0] mal mal o) desl sl 8 Target Pice Ramge
SAFETY 3 Lowred222i3 | LEGENDS
3 - gisigdw?r?tne?s fggte 160
TECHNICAL Lowered 4/26/13 . Reiotve Prce Srengh 0
BETA .75 {1.00 = Marke) ions: Yes ndicat . 100
|~ 2016-18 PROJECTIONS_ _[-2roded areas indiale recessions b G P
X . Ann'l Total 1yl "~
Price  Gain  Retumn S L O R B e o e 60
High 55 (+30%) 10% e n e T m 2iIi1-50
Low 35 (-20%) 1% 4 TR IL ! l'"""“ ke i te 10
Insider Decisions t_',,,u!_'7 m l...l'/h‘"‘ Y~ i [Nl fmmmeegemne 30
JIASONDJFMZA !
By 0000060000 20
Opiions 0 11000020 O O T [ 1s
toSell 11100 .0 0 6 0 pute— ST S oG N g % TOT. RETURN 4/13
Institutlona:zDecis;zns . l h s‘rwf?x VL':S&-K.
toBuy - m?sg mgg«; mggz Dot 1 - IR AN L S
‘;u's:fooo) 258528 239351 2941(1)6 raded 5 5y 222 664 |
1997 | 1998 | 1999 | 2000 { 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 ; 2008 [2009 {2010 {2011 [2012 {2013 [ 2014 | ©VALUELINEPUB.LLC|16-18
1226 | 2472 2719 3131 2688 | 40.83| 37.31| 37.76 | 3635 36.03 | 4200 | 4470 | 4170 | 43.76 | 38.87 | 3657 | 3505| 3530 |Revenues persh 38.50
366| 533| 6897 728 5481 645{ 479} 760| 785| 722} 834) 904 880! 850| 575] 605| 635) 6.65|“CashFlow” persh 1.25
1941 195| 250 269| 284 254f 147 277| 284| 382 422| 438, 332} 325| 18| 213| 270| 285 |Eamingspersh A 3.00
150, 150| 150 150| 50| 150 150 191} 74| 185| 205| 220| 220 | 220 220| 220{ 220{ 220 |DivdDecl'dpersh Bm 2.20
897 275] 269 274 286 335 260 257 366( 412] 536| 047 723| 644 545| 709 6.35| 6.45|Cap’l Spending persh 6.00
1807 1877 1963 | 2072 | 2486| 23.92| 2513 | 26.04 | 27.86 | 2830} 2945 2717 | 2808 | 28.03 | 31.75| 3129 3200| 3265 |Book Value persh 35.00
23021 237.07| 23245 22453 | 297.64 | 297.64 | 329.84 | 329.84 | 329.84 [ 319.21 | 304.84 [ 304.84 [ 304.84 | 304.84 | 418.22 | 418.22 | 425.00 | 425.00 [Common Shs Outst'q P | 425.00
18] 154 113 921 109 130 225 41| 61| 142 156 | 156 | 130 | 11.7| 224 211 Boid ighres are |Avg Ann'l PIE Ratio 145
68 80 64 60 56 T 128 T4 .86 1 .83 9 87 T4 | 141 134 |VeluelLine  |Relative P/E Ratio 95
66%| 50%| 53%| 61% | 48% | 46% ! 45% | 49% | 37% | 34% | 31% | 32% | 51% | 58% | 52% | 49% estimates Avg Ann'l Div'd Yield 5.0%
CAPITAL STRUCTURE as of 12/3112 12307 | 12453 | 11989 { 11501 | 12802 | 13827 | 12712 | 13339 | 16258 | 15204 | 14900 | 15000 |Revenues ($mill} 16400
Total Debt $19147 mill. Duein 5 Yrs $9728.0mill. | 4908 | 932.6 | 951.0 | 1265.0 | 1309.0 | 1342.0 | 10150 | 991.0 | 7520 | 891.0| 1145| 1220 |Net Profit ($milf) 1295
e I izey jomerest $922.0mil |"23.0% | 422% | 421% | 386% | 40.3% | 36.7% | 106% | 386% | 413% | 41.1% | 410% | 41.0% Income Tax Rate %
(LT'interest eéme%: 2.5%) : 6.5% | 27% | 20% | 21% | 24% | 39% | 128% [166% | 9.3% | 8.1% | 50% | 5.0% {AFUDC % to Net Profit 5.0%
53.1% | 52.8% | 46.5% | 48.6% | 49.7% | 524% | 58.2% | 59.5% | 54.2% | 53.7% | 53.5% | 54.0% |Long-Term DebtRatio | 55.5%
Leases, Uncapitalized Annual rentals $210.0 mill. | 45.0% | 454% | 524% | 514% | 50.3% | 47.7% | 41.8% | 40.5% | 45.8% | 46.3% | 46.5% | 46.0% |Common Equity Ratio | 44.5%
Pension Assets-12/12 §6.67 bill. | 184141 18938 | 17527 | 17570 | 17846 | 17383 | 20467 | 21124 | 28996 | 28263 | 29375 | 30325 |Total Capital {$milf) 33500
Pid Stock None Oblig. $8.98 bill. | 13060 | 13475 | 13098 | 14667 | 15383 | 17723 | 19164 | 19788 | 30337 | 32903 | 34075 | 35300 |Net Plant (Sl 37900
46% | 65% | 74% | 90% | 90% | 97% | 69% | 63% | 40%| 49%| 55%| 5.5% |Return on Total Cap’l 5.5%
Common Stock 418,216,437 shs. 57% | 104% | 10.1% | 14.0% | 14.6% | 162% | 11.9% | 11.6% | 57% | 68% | 8.5% | 9.0% Returnon Shr. Equity 8.5%
as of 1/31/13 54% | 10.6% | 10.2% | 13.9% | 14.6% | 16.2% | 11.9% | 11.6% | 57% | 68% | 85% | 9.0% |Returnon ComEquity E| 8.5%
MARKET CAP: $18 billion (Large Cap) NMF | 49% | 42% | 74% | 77% | 81% | 40% | 38% | NMF| NMF| 1.5% | 20% |RetainedtoComEq 25%
ELECTRIC OPERATING STATISTICS 0% ] 55% | 59% | 47% | 47% | 50% | 66% | 68% | 117% | 103% | 81% | 77% |All Div'ds to Net Prof 2%
34 Change Reta Sales (KWH) z+0513 29,1} 2&1% BUSINESS: Firleqergy Corp. is a holding company for 'Ohio tomer class not available. Generating sources: coal, 44%,; nuclear,
Avg. Indust UQ(MVMM NMF NMF NMF | Edison, Pennsy'lvanla Power, Cleveland Electric, Toledo Edison, 26%; purchased, 30%. Fuel costs: 43% of revs. .’12 reported depr.
Avg. Indust Revs. per KWH () NA NA NA 1 Metropolitan Edison, Penelec, Jersey Central Power & Light, West  rates: 2.1%-3.0%. Has 16,500 employees. Chaiman: George M.
gmm ';93* (M N/A ”ﬁ “ﬁ Penn Power, Potomac Edison, & Mon Power. Provides electric ser-  Smart. President & CEO: Anthony J. Alexander. COO: Richard R.
Anfud Load ?’a"é";'( | NA NA NA | vice to over & million customers in OH, PA, NJ, WV, MD, & NY. Grigg. Inc.: OH. Address: 76 South Main Street, Akron, OH 44308-
% Change Customers 8yr—end) NA NA NA | Acq'd Allegheny Energy 2/11. Eleclric revenue breakdown by cus-  1890. Tel.: 800-736-3402. Intemet: www.firstenergycorp.com.
Fixed Charge Cov. (%] 253 206 236 | FirstEnergy is making changes to its was earning an excessive return on equity.

ANNUAL RATES Past

Past Est'd '10-12

balance sheet. The company is issuing

$1.5 billion of debt at the parent level and about the possibility of an unfavorable

This makes us more concerned than usual

rul-

of change (persh) 10 Yrs. 5Yrs.  to'16'18 D & < . )

Revenues 20% 1.0% -5% | retiring a similar amount at its nonregu- ing. New rates likely won't take effect un-
'I‘ECaS,h Flow” 1%‘;/; %g‘;//n gg‘;/; lated businesses. Market conditions for til the first half of 2014.

Dvegse 40%  35%  Ni | these operations are unfavorable, so hav- We think earnings will be higher in
Book Value 25% 1.0% 25% | ing less debt is beneficial. The new debt 2013 and 2014 than in 2012. Last year,

- has lower interest rates, but the company several unusual items depressed the bot-
eg?"a'r MaQr%RTEE'LIS%EVEEgE%(SBﬂelk)m 5:;:, is incurring charges for the early retire- tom line — most notably, a $0.91-a-share

2010 13208 3128 3593 3210 Jaase | ment of debt, which we include in our charge for an annual mark-to-market pen-

2011 |3576 4060 4719 3003 g5 | Presentation. (These charges cut share net sion accounting adjustment in the fourth

2012 |3986 3757 4051 3500 15204 | by $0.18 in the first quarter) Also, Fir- quarter. Even so, earnings this year will

2043 (3720 3671 4000 3500 |14900 | StEnergy plans to issue up to $300 million likely be below the level of just three years

2014 (3800 3700 4000 3500 |15000 | of common stock in late 2013, and it in- ago due to the reduced profitability of the

cal EARNINGS PER SHARE A Full tends to sell its nonregulated hydro assets nonregulated operations.

endar [Mar31 Jun30 Sep.30 Dec.31| Year | @nd transfer a nonregulated unit to one of In contrast to the strong performance

2010 5 8 119 61 | 325] its regulated utilities. The company would of most utility issues, untimely First-

2011 | 15 48 127 do9 | 188 ] use these proceeds to reduce debt. Energy stock has risen just 2% this

2012 | 78 52 105 d23 | 213| Jersey Central Power & Light has a year. There are some things to be worried

2013 47 63 8 15| 270| rate case pending. The utility, which about, such as low prices in the power

2014 70 60 80 75 | 285] wants to recover costs associated with markets and the hretail energy service busi-

B Hurricane Sandy, is seeking a hike of $112 ness, along with the JCP&L rate case.
eg:la.r MSBQ?TT.:;%W %i";:umgem 5:;‘, million, based on an 11.5% return on equi- Given this, and a lack of dividend growth,

2009 55 55 o 55 1 200 O However, JCP&L has been criticized it's understandable that the yield is one of

0 | 5 5 55 55 | 299 for its performance following the hurri- the highest in this industry. We think all

2011 | 55 5 5 55 | 220 cane, and even before then, it was ordered but the most aggressive utility inves-

22 | 5 5 55 55 | 220! to file a rate case after the state’s Division tors should look elsewhere.

2013 55 of Rate Counsel charged that the utility Paul E. Debbas, CFA May 24, 2013
{A) Dil. EPS. Exdl. nonrec. gain (losses): ‘04, | rounding or chg. in shs. Next egs. due early | (D) In mill. (E} Rate base: Deprec. orig. cost. | Company’s Financiat Strength B+
{11¢); ‘05, (28¢); ‘09, (3¢); "10, {68¢); "11, 33¢; | Aug. (B) Divids paid early Mar., June, Sept. & | Rates all'd on com. eq.: 9.75%-12.9%; earned | Stock’s Price Stability 90
12, {29¢); gain (loss) from disc. ops.. '03, | Dec. Five divids decl. in '04. » Div'd reinvest. { on avg. com. eq., '12: 6.7%. Reg. Clim.. OH | Price Growth Persistence 50

(33¢); 05, 5¢. '10-'12 EPS don't add due to
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 strictty 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, o used for generating or marketing any printed or efectronic publication, service or product.
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plan avail. (C) incl. intang.. In '12: $21.08/sh. | Above Avg.; PA, NJ Avg.; MD, WV Below Avg. | Earnings Predictability
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BETA .75 (1.00= Marke!) ogn 40
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Ann'l Totat ;s LB - Lperet? i loa

. Price  Gain  Return 5 (AW 7 L ® %
High 30 (+35%) 10% |- f T AN L NS N SO I i el by
low 19 '(15%) NIt |—

Insider Decisions = e — 12

AMJJASOND T aves
By 010010000 ot —att 8
Options © 0 0 00 000 O : L6
Sl 010001011 _— Wi % TOT. RETURN 2113
Institutional Decisions : I Tas  vLARTH
L 1l §

ohy o e Percant 18 71— " mal | ty. 150 134 [
10§ 106 111 118 yraded 6 N 3y 394 482 [
HIds{000} 107362 107572 105841 il S5y 99 64.7
1997|1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [2009 [2010 | 2011 |2012 12013 {2014 | ©VALUE LINE PUB.LLC[16-18

1447 1547 1450} 18.02| 2361 2691| 31.04| 3313| 3485| 3330 37.89 | 14.00 | 1451 | 1662 | 17.03| 15.05| 15.60| 176.25 Revenues persh 18.50

391| 421 383| 463 470 440; 469 | 475| 454 386 424 309| 327 492| 351 345| 3.80| 4.05|“CashFlow”persh 5.25
169} 189| 126| 205| 159; 204| 227 246| 218) 162 18| 116| 103} 153 125 135| 150} 1.55|Eamingspersh A 2.00
162 164 166| 166 166| 1.66| 166| 166] 166| 166| 166| 1.66 .83 83 84 86 .88 .96 |Div'd Decl'd per shBm 1.20
2051 197 297} 667| 438| 191| 219| 266 449| 605| 6.15| 886 | 649 | 476 | 340| 407 480| 4.70 [Cap'f Spending persh 4.25
1419 | 1441| 1397 1488 | 1259 | 1358| 1382 | 1535 16.37 | 1670 | 1818 | 21.39 | 2062 | 21.26 | 21.74 | 21.75| 2235| 22.90 |Book Value persh © 24.75
61.91| 6197| 61.91| 6191 61.91| 69.20| 60.06 | 74.37 | 74.74| 80.35 | 86.23 | 119.26 | 13542 | 135.71 | 136.14 | 153.53 | 153.75 | 154.00 |Common Shs Qutst'g © | 15475
170 157 200 124 159 1.1 12.2 126 14.0 18.3 1631 205 16.0 121 18.1 15.5 | Bold fighres are |Avg Ann’l PIE Ratio 120
98 827 144 81 81 61 70 .67 75 99 87| 123} 107 al 1.01 99| Valueline |Relative P/E Ratio .80

56%| 55%| 6.6%| 65% | 66% | 73%| 60% | 54% | 55% | 56% | 55% | 7.0% | 50% | 45% | 41% | 4.1% estimates Avg Ann’l Div'd Yield 5.0%
CAPITAL STRUCTURE as of 12/31/12 2149.5 | 2464.0 | 2604.9 | 2675.3 | 3267.1 | 1670.1 | 1965.0 | 2256.5 | 2318.0 | 2309.9 | 2400 | 2500 |Revenues ($mill) 2850
Total Debt $3736.0 mil. Due in 5 Yrs $13804 mill. | 4500 | 1788 | 164.2| 1276 | 1502 | 1195 | 1356 | 2117 | 1744 | 1908 | 235! 240 |Net Profit (Smill 300
bt $2156.8 mil. ;-T Interest $162.0mil. 4w | 24.1% | 16.7% | 27.0% | 30.7% | 345% | 25.0% | 31.7% | 32.7% | 4.3% | 35.0% | 35.0% [Income Tax Rate 0%
(LT interest eamed: 2.8x 18% | 20% | 21% | 84% | 10.6% | 468% | 57.0% | 257% | 39% | 33% | 40% | 6.0% |AFUDC%toNetProfit | 20%
Leases, Uncapitalized Annual rentals $16,8 mill. 538% | 44.8% | 47.5% | 30.6% | 40.7% | 49.7% | 53.2% | 50.2% | 47.8% | 44.9% | 46.5% | 46.5% |Long-Term Debt Ratio 4.5%
Pension Assets-12/12 $666.4 mill. 44.4% | 53.4% | 50.9% | 67.5% | 57.9% | 49.6% | 46.2% | 49.2% | 51.6% | 54.4% | 53.0% | 53.0% |Common Equity Ratio 55.0%

§ - Oblig. $1.13bill. 21546 | 2937.1 | 24033 | 1968.4 | 2709.8 | 5146.2 | 6044.5 | 5867.6 | 57412 | 6135.8 | 6505 | 6680 |Tofal Capital ($milf) 7000
4 g;gcs"h?ggoz}f'iu 425‘34321;%13366 it 27009 | 27345 | 27656 | 3066.2 | 34445 | 60813 | 66511 [ 6892.3 | 70535 | 74021 | 7780 | 8125 |Net Plant (Smill 8725
cum.), callable rom $101 0 $103.70. O0% | 10.1% | B2% | 79% | 5% | 35% | 39% | 53% | 48% | 46% | 50% | 50% [RetumonTotalCapl | 55%
Common Stock 153,552,798 shs. 16.0% | 15.1% | 13.0% | 9.2% | 99% | 4.6% | 48% | 72% | 58% | 59% | 6.5% 7.0% [Returnon Shr. Equity 7.5%
as of 2/26/13 16.4% | 15.5% | 13.3% | 94% | 101% | 4.6% | 48% | 73% | 58% | 59% | 6.5% | 7.0% |ReturnonCom Equity E| 8.0%
MARKET CAP: $3.5 billion (Mid Cap) 44% 1 5% [ 32% | NMF| 9% | NMF | 9% | 34% | 20%{ 22%| 3.0% | 2.5% |RetainedtoComEq 3.0%
ELECTRIC OPERATING STATISTICS T3% | 68% | 76% | 104% | 91% | NMF | 81% | 54% 66% | 63% | 59% ! 62% |AllDiv'ds to Net Prof 62%
% Change Reta Saies (KWH) %_051 g 2_01117 2911% BUSINESS: Great Plains Energy Incorporated is a hok}ing compa-  other, 9%. Generating sources: coal, 75%; nuclear, 13%; gas & oil,
Avg. Indust. Use (MWH l)WH 1429 1463 1443 | ny for Kansas City Power & Light and two other subsidlangs, which  2%; wind, 1%; purchased, 9%. Fuel costs: 29% of revs. '12 re-
Avg. Indust Re'vs m € 589 6.11  6.23 | supply electricity to 825,000 customers in western Missouri (71% of  ported deprec. rate (utility): 3.0%. Has 3,100 employees. Chairman:
g:m ha S\mnet ) ggg gggg %15% revenues) and eastem Kansas (29%). Acq'd Aquila 7/08. Sold Stra-  Michaet J. Chesser. President & CEQ: Terry Bassham. Inc.: Mis-
Arual 528 50.5 496 | tegic Energy (energy-marketing subsidiary) in '08. Electric revenue  souri. Address: 1200 Main St., Kansas City, Missouri 64105. Tel.:
%Changemslomaseavg.) +2 - +.2 | breakdown: residential, 42%; commercial, 40%; industrial, 9%; 816-556-2200. Intemet: www.greatplainsenergy.com.
Fited Charge Cov, (%) 218 211 235 | Great Plains Energy’s utility subsidi- to the La Cygne coal-fired facility. An or-
ANNUAL RATES Past Past Estd10-12| aries have been granted rate orders in der is expected in the third quarter of
ofchange (persh)  10¥rs.  5Ym. to't6-t8 | Missouri and Kansas. In Missouri, the 2014. This $615 million project is expected
Revenues 35% -145%  20% | utilities received tariff hikes totaling to go into service in the second quarter of
Cash Flow” 20% 2%  60% | $115.3 million, based on a 9.7% return on  2015. The utility won't be able to obtain

Do _stn/: _1'2:5.%‘: 60% | @ 52.3% common-equity ratio. In Kansas, rate relief in Missouri until after the

Book Value 45% 50% 25% | the company got a rate increase of $33.2 project is completed, however.

Cal- | QUARTERLY REVENUES (s mil) ol million, based on a 9.5% return on a 51.8% The Wolf Creek nuclear unit remains
endar |Mar31 Jun.30 Sep30 Dec.d1| Year ] COMmMON-equity ratio. New tariffs took ef- a concern. It has had operating problems

2010 |5069 5520 7288 4678 122555 fect at the start of the year in Kansas and in recent years, including an unplanned

2011 4920 5651 7737 4863 |2318¢ | in late January in Missouri. The rate relief outage in early 2012. Wolf Creek’s operat-

202 4797 8035 7462 4804 |23099 | was welcome, but the allowed ROEs were ing expenses are rising, and the facility is

2013 {500 600 800 500 |2400 | lowered from the previous 10%, and the running under increased oversight by the

2014 |525 625 825 525 |2500 | utilities will still be affected by regulatory Nuclear Regulatory Commission. In 2013,

A lag that will prevent them from earning the company expects to announce the re-
eggla’, Ma,.ﬁ'”ﬂ"d',‘ffop?eﬂ';‘gsDecm sga"r their allowed ROEs. sults of a request for proposals for Wolf

2010 5 77 9% do4 | 153] The rate increases point to higher Creek. This might well mean that an out-

2014 o 31 91 o1 | 125| earnings in 2013. Our estimate, which side operator is brought in to run the

2012 | 407 41 95 03 | 135] we have raised by $0.10 a share, to $1.50, plant, or the company uses the services of

203 | 05 45 95 .05 | 150| is within management’s targeted range of a consultant.

2014 05 A7 98 051 155| $1.44-31.64 a share. G The stock’s dividend yield is only

) Bu We forecast modest profit growth in average, for a utility. Total return po-
eﬁ:'a, Mgg;fﬁﬁg@?gomgecm 5:;], 2014. Rate relief should be a plus. The tential to 2016-2018 is also about equal to

2009 | 2005 2075 2075 2075, s3] rate hikes in Missouri didn't take effect the industry norm. All told, given the con-

2010 | 2075 2075 2075 2075 83| until late January. Also, in late 2013, Kan- cerns about Wolf Creek and the utilities’

201 | 2075 2075 2075 2125| 84| sas City Power & Light will file a single- low earned ROEs, we think investors can

2012 | 2125 2125 2125 2175| 86| issue case in Kansas for construction work do better elsewhere.

2013 | 2175 in progress for an environmental upgrade Paul E. Debbas, CFA March 22, 2013
{A) Dil. EPS. Excl. nonrec. gains (fosses): '00, | add due to change in shs. or rounding. Next [ '12: $8.40/sh. (D) In mill. (E) Rate base: Fair Company’s Financial Strength B+
49¢;°01, (2.01); '02, (5¢); '03, 29¢; '04, (7¢); | eamings report due early May. (B) Divids his- | value. Rate ali'd on com. gq. in MO in 13: Stock’s Price Stability 90
'09, 12¢; gain (losses) on disc. ops.: ‘03, (13¢); | torically paid in mid-Mar., June, Sept. & Dec. = | 9.7%; in KS in '13: 9.5%; eamed on avg. com. | Price Growth Persistence 5
‘04, 10¢; 05, (3¢); '08, 35¢. '10-12 EPS dont | Div'd reinvest. plan avail. {C) Incl. intang. in eq., '12: 6.7%. Regulatory Climate: Average. Earnings Predictability 70
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(F) Excl. divids paid through reinvest. plan.
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Hidsiote) 33643 33259 32885 | S5y 527 730
1997711998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 2009 {2010 [2011 {2012 {2013 {2014 | ©VALUE LINEPUB.LLC[16-18
2295 2342| 2364 2605 2426 | 2246 2349 2385 | 27.36| 3021 | 3040 | 3556 | 2496 | 2814 | 3376 3446| 34.65| 3285 |Revenuespersh 33.00
301! 323| 335( 308 333 352 354 309| 322| 319| 30| 272| 259 | 288 318| 328; 340| 3.35 |“CashFiow” persh 375
138| 1481 145| 127| 160 162 158| 136 146 133| 11U 1.07 91 1.24 144 | 168| 1.60| 1.65 {Eamingspersh A 200
122| 124 124 124 124| 124| 124 124 1.24 1.24 1241 1241 124 | 124 1.24 124 | 1.24| 1.24 |Div'd Decl'dpersh®w 140
23T 260 209] 204 177 174 215 266 276 258 262 312 328 192 245| 332] 380| 465 |Cap'lSpending persh 475
1277 1287 13.46| 1272| 13.06| 1421 1436 | 1501 | 1502 | 1344 | 1529 | 1535 | 1558 | 1567 | 1595 1628 | 16.85| 18.05 |Book Value persh C 21.00
63.79| 6423 06443 6598 71.20] 7362| 7584 | 80.69| 8098 | 81.46 | 8343 | 9052 | 9252 | 9469 | 96.04 | 97,93 99.50 | 108.00 [Common Shs Outstyg © | 12450
132] 134| 121 129 118} 135 138] 192} 183 203] 216 232| 198| 186 171 15.8 | Bold fighres are |Avg Ann'l PJE Ratio 135
.76 10 69 ) 60 74 J91 1o 971 110 145 140 132 118 1071 101 ValuelLine |Relative P/E Ratio 90

67%| 62%| 7% T5% | 66% | 57%| 57% | 48% | 46% | 46% | 52% | 50% | 69% | 55% | 50% | 47% | 'S | Avg AnwiDivd Yield 5.1%
CAPITAL STRUCTURE as of 12/31/12 1784.3 | 1924.1 | 2215.6 | 2460.9 | 25364 | 3218.9 | 2309.6 | 2665.0 | 3242.3 [ 3375.0 | 3450 | 3550 |Revenues ($mill) 4100
Total Debt $1506.6 mill. Due in 5 Yrs $319.7 mill. | 1204 | 1006 | 120.3 | 1009 936 922 849 1154 | 1401 | 1649 | 60| 175 |Net Profit {$mill) 40
LT Deht 51372.9 mill. LT Interest $71.3mill.  [orqu 589 [ 364% | 365% | 35.4% | 30.0% | 3% | 37.0% | 35.1% | 350% | 340% | 3.0% |ncome Tax Rate 8.0%
Ind. $50 mill. §.5% obli. pid. sec. of tust subsid. | "¢ yu, | 76 | 5% | 84% | 83% | 142% | 206% | 74% | 60% | 69% | 7.0% | 16.0% |AFUDC % to NetProf y
(LT interest eamed: 4.4x) 1% 6% . A% . . .6% 4% 0% .9% 0% X et Profit 27.0%
Pension Assets-12/12 $671.3 mill. 48.6% | 47.6% | 45.2% | 49.9% | 47.6% | 46.0% | 48.0% | 445% | 44.9% | 45.7% | 43.5% | 43.5% |Long-Term DebtRatio | 47.5%

Oblig. $1.59 bill. | 49.8% | 51.0% | 53.3% | 48.6% | 51.0% | 52.7% | 50.7% | 54.3% | 53.9% | 53.1% | 55.5% | 55.5% |Common Equity Ratio 51.5%
Pfd Stock $34.3 mill. ffg Divid $2.0 mill. 2186.9 | 2375.1 | 2283.9 | 2252.7 | 2501.8 | 26352 | 2840.8 | 2732.9 | 2841.3 | 3001.0 | 3020 | 3510 [Total Capital ($mill) 5075
;'2111_412370;’655:5“';/;/:3/"5;‘1ébfé?P;;i ?1“6320{0 23119 | 24223 | 25428 | 26475 | 27434 | 20074 {30886 | 31658 | 33345 | 35048 | 3785 4100 |Net Plant {smill 5375
Sinking fund ends 2018, Rk 3% | 60% | 68% | 64% | 52% | 47% | 43% | 56% | 62% | 61% | 6.5%| G6.0% ReumonTotalCapl | 60%
Common Stock 98,101,019 shs. 10.7% | 88% i 96% | 97% | 7% | 65% | 58% | 76% | 89% | 10.1% | 95% | 9.0% Returnon Shr. Equity 9.0%
as of 217113 108% | 89% | 97% | 99% | 72% | 65% | 58% | 7.7% | 9.0% | 10.2% | 9.5% | 9.0% |ReturnonComEquity E| 9.0%
MARKET CAP: $2.7 billion (Mid Cap) 39% t1% | 15% T% 8% 5% | NMF | 14% | 21% | 42% | 20%| 25% |Retainedto ComEq 2.5%
ELECTRIC OPERATING STATISTICS B4% | 87% | 8% | 93% | 89% | 93% | 116% | 82% 8% ] 5% 1| 78% | 75% |AllDividstoNetProf F 72%
%C e Retal Sales (KWH] 2_01"1, 2011 29;% BUSINESS: Hawaiian Electric industries, Inc. is the parent compa-  rev. breakdown: res’l, 31%; comml, 34%; large light & power, 34%;

Avg. Indust. Use (MWH 6352 5234 6119 | ny of Hawaiian Electric Company (HECO) & American Savings other, 1%. Generating sources: oil, 58%; purchased, 42%. Fuel
Avg. Indust Rews. per KWH (¢) 141 27.89 30.35 | Bank (ASB). HECO & its subs., Maui Electric Co. (MECO) & Hawaii costs: 60% of revs. "12 reported depr. rate (util.): 3.1%. Has 3,900
FC, eakLoaﬂ; e ")") gggg %g% %ggg Electric Light Co. (HELCO), supply electricity to 448,000 customers empis. Chairman: Jeffrey N. Watanabe. Pres. & CEOQ: Constance
Aona Load Facts (% 739 748 724 |on Qahu, Maui, Molokai, Lanai, & ngaii. Operating 'cmnpanies' H. Lau. inc.. HL Address: 900 Richards St, P.O. Box 730,
%Chmge&js(omers?yr—md] +5 +3 +.5 | systems are not interconnected. Disc. int} power sub. in '01. Elec. Honolulu, HI 96808-0730. Tel.: 808-543-5662. Web: www.hei.com.
Fited Charge Cov. (%) 300 337 3us | Hawaiian Electric Industries’ utilities American Savings Bank subsidiary be-
ANNUAL RATES Past Past Estd 1012 ha\{e struck a regulatory agreemen& cause this is squeezing its interest rate
ofchange (persh)  10Yrs.  5Yrs.  to'ter1g | which was approved by the Hawaii spread. And average shares outstanding
Revenues 30%  2.0% 5% | commission. The utilities gave a little, are rising annually due to shares issued
poash Flow g‘f{; 20 gg'z/z and got a little. As a result, the company (about $45 million in commeon equity) for
Diidess ST Z9y% | wrote of $40 million of pretax costs ($0.25 the dividend-reinvestment program. For
Book Value 20% 20% 45% | a share) in the fourth quarter of 2012, the first time, management is providing

Cal- | QUARTERLY REVENUES (§ mill.) Fall which we excluded from our presentation earnings guidance, which is $1.58-1.68 a
endar |Mar31 Jun30 Sep.3d Dec3i| Year | @ @ nonrecurring item. Hawaii Electric share for 2013. Our previous estimate of

2010 16190 6557 0946 637 126650 Light Company withdrew its pending gen- $1.70 a share was too high, so we have

2011 |7108 7343 8854 8510 |32423 | eral rate case, and won't file another ap- lowered it by a dime, to $1.60. We forecast

2012 18149 8543 8677 8381 |33750 | plication for three years, and Hawaiian just a partial profit recovery in 2014.

2013 1850 850 900 850 |3450 | Electric Company (HECO) will delay its The company has entered into a for-

2014 |875 875 925 875 (3550 | next filing from mid-2013 to early 2014. ward equity sale. HEI sold 6.1 million

Cak EARNINGS PER SHARE A Fan | On the positive side, from 2014 through shares (and had an overallotment option of
endar |Mar31 Jun.30 Sep30 Dec3t| Year | 2016, the additional revenues that HECO wup to 900,000 more) at $26.75 each. The

2010 29 3 35 % | 121| receives each year for higher expenses and shares will be likely be issued within the

2011 | 30 28 50 36 | 144 capital spending will be implemented on next 12 to 24 months. We are assuming a

012 | 40 40 48 39 | 168| January lst instead of June Ist. 2014 issuance.

213 | 40 40 45 35 | 160| It appears as if the company's streak This untimely stock’s dividend yield is

2014 40 40 48 37 | 165| of three straight years of earnings about a percentage point above the

Cal | QUARTERLYDIVDENDSPADB= | puy | BroWth will come to an end this year. utility average. The valuation reflects a

endar |Mar31 Jun.30 Sep30 Dec.31| Year Three years might not sound like much to long period without dividend growth. With

2008 2 3 2 31 | 124 De excited about, but that's a lot better the stock having underperformed most

w0 | 31 31 31 31| 124 than the four straight years of declining utility issues so far in 2013, 3- to 5-year to-

2014 34 3 kY ‘31 | 124 | profits that preceded it. There is not much tal return potential, though low, is now a

2012 31 31 31 31 124 | growth at the utilities. The low interest- cut above the industry norm.

2013 3 rate environment is challenging for the Paul E. Debbas, CFA May 3, 2013
(A) Dil. EPS. Excl. gains (losses) from disc. May. (B) Div'ds historically paid in early Mar., |lowed on com. eq. in "11: HECQ, 10%;in"12. | Company’s Financial Strength B+
ops.: ‘00, (56¢); '01, (36¢); ‘03, (5¢); '04, 2¢; | June, Sept., & Dec. » Div'd reinvest. plan avail. | HELCO, 10%; in "12: MECO, 10%; eamed on | Stock’s Price Stability 90
05, (1¢); nonrec. gain (losses): '05, 11¢; '07, | (C) Incl. intang. In '12: $9.67/sh. (D) In mill., avg. com. eq., 12 10.3%. Regul. Climate: Avg. | Price Growth Persistence 35

Earnings Predictability
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to Sell 69 80 72| traded 5 HIHIEH [1TTHINY 3yr. 535 432 [
Higs{0) 35043 35050 35073 ] Syr. 801 73.0
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 | 2008 {2009 2010 | 2011 {2012 | 2013 [2014 | SVALUE LINEPUB.LLC[16-18
19901 2983 17.50| 27.10| 15010 | 24.43| 2041| 2000| 2045 21.23| 1951 | 2047 | 21.92 | 2097 | 20.55| 21.55| 2230| 2275 |Revenues persh 25.50
422| 469| 450| 563| 563| 408 350| 442| 387 458, 411 427| 507 | 523| 574| 584| 585| 6.05|“CashFlow” persh 6.55
232 237 243| 350 335| 163 867 180 175 235| 186 | 218| 264 | 295] 336 337 330| 340 |Eamingspersh A 3.65
186| 186 1.86| 186| 186) 18| 170 120} 120| 120 20| 120¢{ 120 120 120 137| 1.56| 1.68 |Divid Decl'd persh 8ts 1.9_0_J
26510 2377 295] 373 478 353 389 473 433 5161 639! 519 5.26_‘ 6851 676] 4781 495 11.30 {CaplSpending persh 8.80
1893 | 1942] 2002 2182| 2315| 2301| 2254 2383 | 2404 | 2577 | 2679 | 27.76 | 2947 | 31.01 | 3319 3507| 3655| 38.70 |Book Value persh € 4345

3761 3761 3761] 3761] 3763 3802] 3834 [ 4222 4266 | 4363 | 4506 | 46.02 | 47.90 | 4941 | 4995 | 50.16 | 50.50 | 50.50 |Common Shs Outstg © | 51.00

136 144 127 10.9 114 188} 265 155 16.7 15.1 182 139 10.2 118 115 12.4 | Boid figyres are |Avg Ann’l P/E Ratio 13.0
.18 15 72 R4l 58 103} 15 82 .89 82 97 84 .68 15 12 .79} \ValueiLine |Relative P/E Ratio 85

59% | 54% | 60% | 49% | 49% | 60%| 67% | 4.1% | 41% | 34% | 35% | 40% | 45% | 34% | 31%| 33% | US|y AnnI Divid Yield 40%
CAPITAL STRUCTURE as of 12/31/12 7827 | 8445 8595 | 926.3 | 8794 | 960.4 | 1049.8 | 1036.0 | 1026.8 | 1080.7 | 1125) 1150 |Revenues ($mill) 1300
Total Debt §1537.7 mil. Due in 5 Yrs $75.3 mill. 401 | 778 837 1001 823 | 984 | 1244 | 1425 | 1669 168.9 165 170 |Net Profit ($mill) 185
LT Debt $1466.6 mil. T Interest §70.0 il | [ T69% | 133% | 3% | 16.3% | 16.2% | -~ | NMF | 134% | 20.0% | 20.0% Income Tax Rate 30.0%
(LT interest eamed: 3.5) T5% | 39% | 47% | 40% | 7% | 102% | 105% | 197% | 228% | 74% | 7.5% | 6.0% |AFUDC%toNetProfit | 9.5%
Pension Assets-12/12 $450.9 mill. 508% | 49.3% | 50.0% | 45.2% | 48.9% | 47.6% | 502% | 40.3% | 45.6% | 455% | 45.0% | 45.0% |Long-Term DebtRatio | 46.0%

Oblig. $767.7 mill. | 46.4% | 50.7% | 50.0% | 54.8% | 51.1% | 524% | 49.8% | 50.7% | 54.4% | 54.5% | 55.0% | 55.0% |Common Equity Ratio 54.0%
1862.5 | 1987.8 | 2048.8 | 2052.8 | 2364.2 | 24859 | 2807.1 | 30204 | 3045.2 | 32254 | 3340 | 3550 |Total Capital (Smilt) 4105

Pfd Stock None 2088.3 | 22095 | 23143 | 2419.1 | 261656 | 2758.2 | 2917.0 | 31614 | 34066 | 3536.0 | 3820 | 4125 |Net Plant (Smill 5195
Common Stock 50,143 416 shs. 37% | 53% | 45% | 62% | 47% | 5.3% | 5% | 60% | 67% | 65% | 6.0%| 60% [RetumonTotalCapl | 5.5%
as of 2115/13 44% | T7% | 62% | 89% | 68% | 7.6% | 89% | 93% | 10.1% | 96% | 9.0% | 8.5% [Returnon Shr. Equity 8.5%

42% | 72% | 62% | 89% | 68% | 7.6% | 8.9% | 93% | 10.1% | 96% | 9.0% | 85% |Returnon Com Equity E| 8.5%

MARKET CAP: $2.4 billion (Mid Cap) NME | 27% | 13% | 43% | 24% | 34% | 48% | 55% | 65% | 51% | 45% | 4.5% |RetainedtoCom Eq 4.0%
ELECTRIC OPERATING STATISTICS NMF | 65% | 80% | 51% | 64% | 55% | 46% | 41% 36% | 41% | 48% | 50% {All Div'ds to Net Prof 52%
% etz Saes (KWH) 01? "101125 2,92% BUSINESS: IDACORP, Inc. is the holding company for Idaho Revenue breakdown: residential, 40%; commercial, 22%: industrial,
Am,use(uwﬂm N/A N/A  N/A | Power, a utility that operates 17 hydroelectric generation develop-  14%; other, 24%. Fuel sources: hydro, 45%; thermal, 34%; pur-
Avg. Indust. Revs. per KWH (¢) 450 454 463 | ments, 3 natural gas-fired plants, and partly owns three coal plants chased power, 21%. "12 depreciation rate: 2.4%. Has 2,067 em-
gmmg%w) 2;‘4{} 2’5‘% 35{@ across Idaho, Oregon, Wyoming, and Nevada. Service territory ployees. Chairman: Gary G. Michael, President & CEO: J. LaMont
Amual Load Fador(& N/A N/A N/A | covers 24,000 square miles with estimated population of one mil-  Keen. Incorporated: Idaho. Address: 1221 W. ld_aho St., Boise, ID.
%Changemslmnememnd) +.4 +7  +1.1 | lion. Sells electricity in Idaho (95% of revenues) and Oregon (5%). 83702. Telephone: 208-388-2200. Intemet: www.idacorpinc.com.
Fixed Charge Cov. %) 231 194 328 | IDACORP’s reported decent results in ing on an updated integrated re-
ANNUAL RATES Past  Past Estd10-12] 2012- The company's performance was bol- source plan (IRP). Indeed, this report is
ofchange(persh)  10¥rs.  S¥rs. to'teg | Stered by rate increases related to the filed every two years. Adjustments to the
Revenues -11.0% 5% 35% | 2011 Idaho general rate case and the 2011 IRP will include more-moderate load
;Cas.h Flow” 11%' 18-%:? gg‘g/ﬂ Langley Gulch power plant settlement. growth forecasts and changes in technol-
SN 40% 10% 7o0% | Higher irrigation volumes (due to warmer ogy, the economy, and regulatory require-
Book Value 40% 55% 45% | weather) helped, as well. Meanwhciile, ments. Ml';magement antijipates the 2013

: Idaho Power’s return on equity exceeded IRP will be available in June. Additional-
eg::r MaQrg»:RT}E'l‘..Yng\ISE:I:g‘S)(sgil‘.:)m zla"r 10.5%, which required the utility to share ly, major infrastructure development

2010 | 2525 2418 3004 2323 l1osgo]| $21.8 million with Idaho customers (ac- projects are under way, notably Gateway

2011 12515 2350 3006 2307 [0ss | cording to the 2011 settlement agreement West and Boardman-to-Hemingway.

2012 |2411 2547 3340 2509 10807 | with the Idaho Public Utilities Commis- IDACORP’s dividend growth has been

2013 (250 265 350 260 1125 | sion). Moreover, the subsidiary did not use impressive of late. The board of directors

2014 |255 270 360 265 [1150 | its accumulated deferred investment tax has raised the dividend more than 25%

Cab- EARNINGS PER SHARE el credits (ADITC) in 2012. Thus, the full since the fourth quarter of 2011. The com-
endar |[Mar31 Jun30 Sep.30 Dec31| vear | @mount will be available in 2013 and 2014, pany intends to increase the quarterly

2010 | 34 8 139 40 | 295] though, management only expects to use payout an additional 10%, at least, in the

2011 60 42 216 18 | 33| less than $5 million this year. Indeed, this December period. This will help achieve a

2012 | 5 .71 184 33 | 337| may prompt the company to extend the targeted payout ratio of between 50% and

213 | 55 60 170 .45 | 330| agreement into 2015. 60% over the long term. Moreover, total

2014 55 65 170 .50 | 340] Although IDACORP’'s guidance im- return potential over the next 3 to 5 years

Cal- | QUARTERLYDIVIDENDSPAID®%a | ryy | Pli€s a bottom-line decline this year, is slightly higher than the industry
endar |Mar31 Jun30 Sep30 Dec3t| Year | Performance will likely stabilize in median. That said, .

2009 | 30 0 30 0 10| 2014 An improved economic outlook and The stock’s dividend yield of 3.1%

2010 | 30 30 30 30 {29 | the company’s ability to use ADITCs will remains below the utility average,

201 |30 30 3 30 190 | provide support. Thus, we think earnings which may deter income-oriented in-

2012 | 33 33 33 38 137] will increase to $3.40 a share next year. vestors.

2013 | 38 In other news, the company is work- Michelle Jensen May 3, 2013
(A) EPS diluted. Excl. nonrecurring gains | historically paid in early March, late May, late | mill. (E) Rate Base: Net original cosl. Rate al- | Company’s Financial Strength B+
(loss): ‘00, 22¢; 03, 26¢; '05, {24¢), ‘06, 17¢. | Aug., and late Nov. ® Div'd reinvestment plan | lowed on com. eq. in Idaho in *11: 9.5%-10.5%; | Stock’s Price Stability 100
Egs. may not sum to total due to rounding. | avail. + Shareholder investment plan avail. {C} | eamed on avg. system com. eq., '12: 9.6%. | Price Growth Persistence 70

Next eamings report due early Aug. (B) Divids | Incl. deferred debits. In '12: $24.35/sh. (D) In | Regulatory Climate: Above Average.

© 2013, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be refiable and is provided without wamanties of any Kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publicatior is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or Wransmitted in any printed, electronic or other form, or used for generating or marketing any peinted or electronic publication, service or product.
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1997 | 1998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [ 2009 [2010 [2011 {2012 {2013 [2014 | ©VALUELINEPUB.LLC[16-18
16.80 | 1814 1948 2345, 2653 | 27.75{ 2928 3045 3559 | 3743 | 4150 | 37.06 | 2903 | 31.08 | 2986 ] 23.76| 24.30 | 26.30 |Revenues persh 35.00
295] 275 291) 321) 340 344 330 288 335| 339| 355} 28t 276| 260} 236| 27| 325| 3.55|“CashFlow” persh 5.00
129 1.29 145 1.60 1.68 179 151 1.50 1.78 169 1.78 108 n 38 A5 1.05 1.30 1.45 |Eamings persh A 1.90
93 96 89| 102 104| 106 108| 10| 142} 145| 47| 149 119 | 149| 149| 149| 119 1.19 |Divid Decl'd persh Bm 1.30
1791 123] 137 185 217 298] 197 72| 204| 235 543 751] 49 2381 204| 320 340 3.70][Cap'TSpending persh 500
896| 947 10.30| 1087 | 11.33| 1225| 1298 14.81 | 1580 | 16.67 | 17.55| 1944 | 18.78 | 17.57 | 1583 | 1443 | 15.15| 15.80 |Book Value persh 18.00
2346 23.76| 2385] 23851 2465] 2558 2572 2898 2040 2052 | 29.85 ! 35387 3581 | 3600 [ 3610 3617 37.00] 38.00 [Common Shs Outstg O | 40.00
12.8 144 139 135 164 16.0 17.8 17.3 154 17.3 19.0 30.1 312 | NMF 415 21.7 | Bold figres are | Avg Ann'l PJE Ratio 15.0
T4 15 Kl 88 ko 871 1.0 91 82 831 1011 181 208 NMF| 298| 133| \Valuelline {Relative PE Ratio 1.00
58% ) 52%| 49% | 4% | 38% | 37%| 40% | 42% | 41% | 39% | 35% | 36% | 54% | 57% | 56% | 52% | estrates Avg Ann’i Div'd Yield 4.6%
CAPITAL STRUCTURE as of 12/3112 753.2 | 8823 | 10464 | 1105.0 | 1238.9 | 1311.2 | 1039.5 | 1119.1 | 1077.9 | 859.2 900 | 1000 |Revenues ($mill) 1400
Total Debt $421.9 mill. Due in 5 Yrs $139.0 mil. 39.7) 400 529| 508 540 351 | 260| 136| 164 | 390| 50.0| 550 NetProfit ($mill) 75.0
(LLTT‘?;‘;*r sz ml, 3x;'T Interest $32.0 mill T74% | 298% | 346% | 348% | A% | 30.0% | -- | -- | 145% | 5.2% | 15.0% | 20.0% |Income Tax Rate 250%
o 50% | 24% | 17% { 19% | 42% | 61% | 40% | 6% | 38%| 1.7% | 3.0% | 40% |AFUDC % to NetProfit 5.0%
Leases, Uncapitalized Annual rentals $8 mill. 43.2% | 37.1% | 35.0% | 33.5% | 38.9% | 32.9% | 38.8% | 40.2% | 44.6% | 44.0% | 44.0% | 45.0% [Long-Term DebtRatio | 45.0%
Pension Assets-12/12 $191.0 mill. Oblig. $275.6 | 54.3% | 60.7% | 62.9% | 64.5% | 534% | 65.6% | 59.8% | 58.4% | 54.0% | 54.4% | 54.5% | 54.0% |Common Equity Ratic | 54.0%
mill ] . ] 6146 | 7065| 7382 | 763.0 | 8821 | 10325 | 11244 | 10833 | 10589 | 959.2| 1025] 1115 |Total Capital ($mifl 1335
Pfd Stock $15.5mil. PldDivd$7mil. | g333| ggp1| 6971 | 7186 | 8540 | 10376 | 10986 | 11087 | 10775 | 10495 | 1070 | 1125 |Net Plant (smill 1325
155,000 shs. 83.60-§6.75, cum., no par (100 ok |—7ge e e g3y | 77% | 7.2% | 43% | 34% | 27% | 32% | 57 | 65% | 5.5% et ;
dating value). . .07 o . LN 37 E e .20 .o 2 X eturn on Total Cap’l 7.0%
Common Stock 36,169,488 shs. 114% | 9.0% | 11.0% | 10.0% [ 100% | 51% | 38% | 21% | 28% | 7.3% | 9.0% | 9.0% |ReturnonShr.EquityE | 10.5%
as of 2/15/13 1M.7% | 91% | 11.2% | 10.2% | 10.2% | 51% | 38% | 20% | 27%| 7.3% | 9.0% | 9.0% |Returnon ComEquity | 10.5%
MARKET CAP: $1.1 billion (Mid Cap) 32% | 25% | 42% | 33% | 35% | NMF | NMF | NMF | NMF[ NMF 10%| 1.5% |Retainedto ComEq 3.0%
ELECTRIC OPERATING STATISTICS 73% | 73% | 63% | 68% | 66% | 108% ; NMF | NMF | NMF| 113%; 83% | 83% |AllDiv'dsto Net Prof 70%
% Change Retal Ses (KWH) 29,140 20,,"6 2911_% BUSINESS: Otter Tail f:orporation is the parent of Otter Tail Power health services, food ingredients, & others. 2012 depr. rate: 3.5%.
Avg. Incust Use (MWH NA NA NA | Company, which supplies electricity to over 129,000 customers in Has 2,286 employees. Off. and dir. own 1.5% of common stock;
Avg. Indust. Revs. per KWH (¢} NA NA NA | Minnesota (49% of retail elec. revs.), North Dakota (42%), and Cascade Investment, LLC, 8.6%; BlackRack, Inc., 5.7% (2/13
mm‘m ﬁﬁ‘ “ﬁ Rﬁ South Dakota {9%). Electric rev. breakdown, "12: residential, 33%; Proxy). CEO: Edward Mcintyre. Inc.: MN. Addr.: 215 South Cas-
AmnualLoad Fa;;((% NA NA NA | commercial & farms, 36%; industrial, 25%; other, 6%. Fuel costs: cade St, P.O. Box 496, Fergus Falls, Minnesota 56538-0496. Tele-
% Change Customers yr-end) NA NA NA | 134% of revenues. Has operations in manufacturing, plastics, phone: 866-410-8780. Intemet: www.ottertail.com.
Fired Charge Cov. () 89 145 257 | Otter Tail Corporation reported im- tially all of the assets of this waterfront

ior15] Pressive bottom-line improvement for equipment manufacturing business to
&w#&gxs tl;?{f:.. :\?,sst Es{ﬁ@%“ full-year 2012, but the results alone High Street Capital. This follows several
1.0% -6.0% 45% | don’t tell the whole story. Share earn- other divestitures in recent times. These

Revenues .

goash Flow 25% 1%2',’,/; J1e% | ings from continuing operations of $1.05 moves should allow the company to lower
Bvidoge T5% 5% ‘15% | advanced from the 2011 level. However, its risk profile and increase focus on op-
Book Value 35% -1.0% 2.0% | this excludes a loss from discontinued op- portunities in the Electric segment, which

erations of $1.22 a share. Including this ought to deliver more predictable growth.
endar |Mar3t Jun30 Sep.30 Dec.3t| Year results in a share net loss of $0.17 for Otter Tail continues to invest in transmis-
2010 12622 2702 2807 3060 |1119.4 2012. The company’'s latest annual report sion projects and environmental upgrades
2011 12491 2833 2824 2631 10779 | Shows significant losses incurred from its that should generate significant growth for
2012 |219.9 2114 2153 2126 | 8592 | discontinued operations in the past three this unit in the coming years.
2013 230 220 225 225 | 90p | years. This stock is favorably ranked for
2014 [240 250 250 260 (1000 | Prospects for the coming years ap- year-ahead relative price perform-
cak EARNINGS PER SHARE A fai | Pear more favorable. Efforts to restruc- ance. Looking further out, we project
endar |Mar31 Jun.30 Sep.30 Dec3t| Year | ture operations ought to bear fruit going higher revenues and share earnings for
2010 13 % 16 05 33| forward (discussed below). The utility the company by 2016-2018. However,
2011 4 4 0 402 ‘15 | business should benefit from a substantial much of this appears to be reflected in the
202 | 28 19 13 47 | 105| increase in its regulated rate base. The recent quotation, and appreciation poten-
2013 [ 30 .30 .30 .40 | 130 manufacturing line should also contribute tial is below the Value Line median. This
2014 32 33 35 45| 145 to growth, and we look for better results equity does offer a solid dividend. The cash
Cal- | QUARTERLYDIVIDENDSPADBm | Fun from the construction business. Overall, position has improved somewhat since our
Mar31 Jun30 Sep3f Dec31| Year | W€ anticipate higher revenues and share last review. Still, the payout has not been
earnings for the company in the current covered by earnings in recent years, and
year. Improvement may well continue in the dividends-to-net-profits ratio will prob-

Cal- | QUARTERLYREVENUES (Smil) | Fun

endar
2009 | 298 298 298 298 1.19

gg:? ggg %gg %gg ggg 2 2 g 2014. ably remain higher than we would prefer

2042 | 208 208 208 208 | 119} The company has completed the sale in the current year.

2013 | 298 of ShoreMaster. Otter Tail sold substan- Michael Napoli, CFA March 22, 2013
{A) Diluted eamings. Excl. nonrecurring gains | Eamings may not sum due to rounding. Next | tangibles. in '12: $1.47/sh. (D) In mill., ad}. for | Company’s Financial Strength B+
(losses): '98, 7¢; ‘99, 34¢; '10, (44¢); 11, 26¢, | eamings report due in May. (B) Divids histori- | split. {E) Regulatory Climate: MN, ND, Aver- Stock's Price Stability 75
gains (losses) from discont. operations: '04, 8¢; | cally paid in early March, June, Sept., and Dec. | age; SD, Above Average. Price Growth Persistence 25
‘05, 33¢; 06, 1¢; 11, (31.11); 12, (§1.22). = Divid reinvestment plan avail. (C) Incl. in- Earnings Predictability
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Pepco Holdings, Inc. (PHI) was formed on [ 2003 [ 2004 | 2005 | 2006 | 2007 | 2008 |2009 12010 [2011 {2012 [2013 |[2014 | ©VALUELINEPUB.LLC[16-18
August 1, 2002, upon the merger of Poto- [ 4233 | 38.35| 4249 | 4357 | 46.71 | 48.88 | 41.66 | 31.27 | 26.02 | 22.09| 21.60| 23.00 |Revenues persh 27.45
mac Electric Power Co. (PEPCO) and Con-| 380 | 371 367] 347| 330| 355| 282 | 297| 300| 321 35| 330 |“CashFlow” persh 370
ectiv. In the $2.2 billion deal, PEPCO com-| 135| 146{ 149{ 133{ 15| 193] 106| 124| 44| 124! 150 130 Eamingspersh & 170
mon stockholders received one common| 100f 100} 100| 104 104! 108| 108! 1.08 108 1.08 1.08| 1.12 |Divd Dect'd per sh Bm 1.16
share in PHI for each of their shares, and [~ 348 275 | 246| 247 311 357 383 | 356 | 4.14| 529| 520| 5.20 |Cap’Spending persh 4.00
Conectiv investors exchanged each of their| 17.48 | 17.87 | 1888 1882 | 20.04 | 19.44 | 1945 | 1879 | 19.06| 19.33| 19.00| 19.45 |Book Value persh© 21.50
common shares for $25 worth of PHI stock [ 171.77 | 188.33 | 189.82 | 101.03 | 200.51 | 218.91 | 222.27 | 225.08 | 221.50 | 230.02 | 250.00 | 252.00 | Common Shs Outst'g O | 255.00
and cash, prorated 50/50. 134 136 149 181 182] 122 137 14D | 167 1506 Boldfighresare |Avg A PIE Ratio 140
K( 12 79 98 97 13 9 B3 ) 105 99| |Valueline |Relative PIE Ratio 95
55% | 50% | 45% | 43% | 37% | 46% | 74% | 62% | 57% | 56%| ™™ |AvgAnwiDivdYield | 4.9%
CAPITAL STRUCTURE as of 3/31/13 7271.3 | 7221.8 | 8065.5 | 8362.9 | 93664 | 10700 | 9258.0 | 7039.0 | 5920.0 | 5081.0 | 5400 | 5800 |Revenues ($mill) 7000
Total Debt $5508 mill. Due in 5 Yrs $1784 mill 24521 2613 | 2774 | 2544 | 2965 | 4000 | 2350 | 2760 | 257.0| 285.0 | 200 | 330 [NetProfit ($mill) 430
LT Debt $3608 mil. _ LT Interest 250 mil. 18.3% | 38.7% | 388% | 30.1% | 393% | 20.6% | 31.0% | 188% | 37.2% | 354% | 35.0% | 35.0% |Income Tax Rate B0%
(LT interest eamed: 3.7x) | el el el b el el ool M| Nil |AFUDC %toNetProfit | Ml
Pension Assets-12/12 $2.0 bill. Oblig. $2.5 bill 63.1% | 59.7% | 57.1% | 54.6% | 54.1% | 56.2% | 53.8% | 49.0% | 49.1% | 47.3% | 46.0% | 47.5% |Long-Term DebtRatio | 50.0%
35.6% | 39.6% | 42.3% | 45.1% | 45.9% | 43.8% | 46.2% | 51.0% | 50.9% | 52.7% | 54.0% | 52.5% |Common Equity Ratio 50.0%
Pfd Stock None 8430.3 | 8434.0 | 8469.3 | 8004.0 | 8753.0 | 9568.0 | 9203.0 | 8292.0 ; 8516.0 | 8432.0 | 8750 | 9300 | Total Capital ($mill) 10880
6964.9 | 7088.0 | 7312.0 | 7576.6 | 7876.7 | 8314.0 | 8863.0 | 7673.0 | 8220.0 | 8846.0 | 8600 | 10000 | Net Plant ($milf) 11000
Common Stock 248,561,877 shs. 48% | 50% | 50% | 5.1% | 51% | 58% | 45% | 51% | 45% | 45%| 45% | 50% [Retum onTotalCapl | 6.0%
as of 424113 T9% | 76% | 76% | 7.0% | 74% | 95% | 55% | 65% | 59% | 64% | 6.0% 6.5% iRetumonShr.Equity | 8.0%
TI% | 77% ) 77% | 7.0% | 74% | 95% | 55% | 65% | 58% | 64% | 6.0% | 6.5% |Retumon ComEquityE | 8.0%
MARKET CAP: $5.5 billion (Large Cap) 20% | 25% | 24% | 15% | 23% | 42% | NMF 8% 3% 8% .5% | 1.0% (Retainedto Com Eq 2.5%
ELECTRIC OPERATING STATISTICS 5% | 68% | 69% | 78% | 68% | 56% | 101% | 87% | 95% | 87% | 93% | 86% |ANDiv'dstoNetProf 69%
% Change Reta Sales [KWH) &‘1’ 2_0213 20,]%‘ BUSINESS: Pepco Holdings, Inc. consists mainly of three elegtﬁc pine Com. Electricity customers: 1.§ million; gas customers:
Avg. Resd] Use (KWHM 11253 10836 10451 | utility subsidiaries:'P.otomac Electric Power Co., serving Washlr}g— 125,000. Electricity break_dgwn: residential, 40%; commercial, 41%;
Avg. Resid Revs. (m 8} NA NA NA { ton, D.C. and adjoining areas of Maryland; Delmarva Power, which  other, 19%. 2012 depreciation rate: 2.5%. Has approximately 5,040
Pe&mtgue?rkm klw “ N Nﬁ “ﬁ serves the peninsula area of Delaware, Maryland and Virginia; and  employees as of 12/31/12, Chrmn., Pres. & CEO: Joseph M. Rigby.
Al Loa‘dFador(&: NA NA NA | Atlantic City Electric, serving south_em New Jersey. In July 2010, Inc.: DE. Address: 701 Ninth Street, N.W., Wash., D.C. 20068. Tel-
% Change Customers (yr-end) +1.1 +7 +3 | Pepco sold competitive energy business (Conectiv Energy) to Cal-  ephone.: 202-872-2000. Internet: www.pepcoholdings.com.
Pepco Holdings' first-quarter results The company filed rate cases in Dela-
TSNTJﬁC:)\('?)ES Past ZO:ast 2Ess1t’ 4 ’1(3:\2 carlr)le in below our expectations. The ware and Maryland. On March 22nd,
ofchenge persh)  10Yrs.  S¥is. totgMs | Washington, DC-based utility reported Delmarva Power filed an electric distribu-
Revenues -3.5% -4.5% .5% | earnings of $0.24 a share during the peri- tion rate case seeking an increase of $42
poash Flow” jg‘,’{; 4%% 30% | od, versus our estimate of $0.30 {figure ex- million, based on a requested return on
Didesss % U84 fo% | cludes one-time charges related to cross equity of 10.25%. As permitted by Dela-
Book Value 5% 5%  20% | border lease investments). The miss can be wallie law, anbinterim rate increase of $2.5
; attributed to higher-than-expected O&M million will be implemented on June lst
eﬁ:; “;asg1AREE‘L§gE\,SE£‘:§g(SGneIID31 z‘;‘r expense stemming from increased storm subject to refund, with a decision on the
2010 11819 1635 2067 1517 | 7039 | coSts and expenses related to the FERC's case expected in the fourth quarter, 2013.
2011 {1634 1408 1643 1234 sqop | order to abandon MAPP. Due to the soft A week later, Delmarva filed for another
2012 (1292 1179 1478 1134 | 5081 | Quarterly showing, we have lowered our rate increase in Maryland, seeking $23
2013 (1226 1300 1600 1274 | 5400 | 2013 earnings estimate by $0.15 a share, million, on a requested 10.25% ROE.
2014 1300 1500 1700 1300 5800 | to $1.15. Our target sits at the higher end An above-average dividend yield
cak EARNINGS PER SHARE AF Ful of management’s%l.05—$1.20 guidar}ce. . remqins a key draw for investors
endar Mar3) Jun30 Sep.30 Dec3!| vear | Regulatory relief has been limited in seeking income. Shares of Pepco are cur-
2010 1% 3 3 % | 104 | Tecent quarters, but help could be on rently yielding 4.9%, more than one full
201 | 27 42 35 10 | 114 | the way. Pepco continues to pursue initia- percentage point above the utility 3.8%
202 | 30 27 49 48 | 124] tives aimed at reducing regulatory lag in median. Based on the steady earnings
2013 | 24 .25 45 .21 | 1.15| each of its jurisdictions. Given the compa- stream we project for 2013 and 2014, the
2014 25 .30 .50 .25 | 1.30| ny's plans to continue to invest extensivfely payout appears well covered for the
Bn in its electric system over the next five foreseeable future.
eﬁ;:, !!zgﬁRTfﬁ.YagMgzNE?:opAg)ec.31 ;:;:, years, it is critical for Pepco to ensure The stock is ranked 3 (Average) for
2009 | 27 7 97 27 108 timely and reasonable cost recovery Timeliness. In our view, Pepco represents
e | 27 7 108 | through constructive regulatory outcomes. a solid play for income and relative
oM | 27 o1 o 108 | While little relief has been gained in stability. By utility standards, total return
2012 | 27 27 21 2 108 | recent quarters, the company has several potential to 2016-2018 is above average.
2013 | 27 cases pending that could help the cause. Michael Ratty May 24, 2013
(A) Based on dil. shs. Excl. nonrecur. items: | = Div'd reinvest. plan. (C) Incl. defd chgs: "12, | (06-Del.); NJ: 10.3% (10-ACE); Eamed on 12 | Company’s Financial Strength B
‘03, dB9¢; '04, 1¢; ‘05, 47¢; ‘06, di¢; ‘08, 46¢; | $4.8 bill. or $20.87/sh. (D) In mill. (E) Rate al- | avg. com. eq., 6.4%. Reg. Clim.: Avg. (F) Qirly | Stock's Price Stability 95
'10, 62¢. Next egs. rpt. due early August. (B) | lowed in MD: 9.83% ('10-Pepco), 10.0% ('08- | egs. may not add due to chng. in shs. Price Growth Persistence 25

Div'ds paid in late March, June, Sep., and Dec. | Delmarva); DC: 9.6% ('10-Pep.); DEL: 10.0%
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Institutional Decisions : ! THIS VL ARITH:

0012 a2 AQnn2 ! ) STOCK  INDEX
t0Buy s as el Percent 11T T ’ it | . Ty, 259 157
to Sell 158 142 147 | yraded 5 HIHHE m #H T N mﬁl | 3yr. 766 432 [
Hid'sgo) 72869 81096 83080 T ! s i S5y 1160 730
1997|1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 {2009 12010 | 2011 | 2012 {2013 [2014 | ©VALUE LINEPUB.LLC[16-18

2352 | 2512| 2857| 4350 53.66| 28.90| 3087 ) 3159 | 306 34.03 ! 3507 3337 | 3250 | 30.01 | 2967 30.09| 30.85| 31.45 |Revenues persh 34.25

712 734) 773| 789) 872! 7VO1| 733; 693 576 970 929 813 | 808 | 685 752 792| 7.95| 8.25)“CashFlow” persh 9.50
2767 285) 318| 335{ 368 253 252 258| 224| 347 296| 212 226 | 308! 293| 350 350| 3.65 Earningspersh A 425
1131 123] 133 143| 153| 163 1.73| 183} 193] 203 | 210| 20| 210 210{ 210 267| 1.66| 228 |DivdDecl'dpersh Bm 2.60
363 376 405 776| 1227| O81| 760 586 | 639 759| 937 946 | (64| 7.03| 826| 824 825 9.65 |CaplSpendingpersh 9.25 |
2390 | 2550 26.00| 28.09| 2946 | 2944| 31.00| 3214 | 3457 3448 3515| 34.16 | 3269 | 33.86 | 3498| 3620| 37.25| 38.45 Book Valuepersh® 42.50
8483 | 8483 | 8483| 8483] 8483 | 9126 9129 9179 | 99.08 | 99.96 [ 100.43 | 100.89 | 10143 [ 108.77 | 109.25 | 109.74 | 111.00 | 112.00 [Common Shs Outst'g © | 715.00
1181 152] 119] H3 12.0 144] 140 158] 192 137 149 16.1 1371 126 146 | 14.3 | Boid figires are |Avg Ann’l PIE Ratio 125
68 .79 68 13 61 .19 80 831 1.02 74 79 97 91 .80 82 92| \Valve|Line Relative P/E Ratio .85

35% 28%| 35%! 38% | 35% | 45%| 49% | 45% | 45% | 47% | 48% | 62% | 68% | 54% | 48%| 53% estimates Avg Ann'i Div'd Yield 4.8%
CAPITAL STRUCTURE as of 12/31/12 28179 | 2899.7 | 2988.0 | 34017 | 35236 | 33671 | 32971 (32636 | 32414 | 33018 3425 3525 |Revenues {$mill) 3950
Total Debt $3414.9 mil. Due in 5 Yrs $1583.0mill. | 2306 | 2352 | 2232 | 317.1| 2088 | 2136 | 2202 | 3304 | 3282 3874 | 390| 410 |Net Profit ($mill 480
T erd e S | 314% | 35.4% | 36.2% | 330% | 336% | 234% | 368% | 31.9% | 340% | 36.2% | 15.0% | 35.0% [Income Tax Rate 35.0%
notes. ’ 6.2% | 6.9% | 104% | 11.1% | 14.8% | 17.5% | 11.2% [ 11.7% | 12.8% | 9.7% | 10.0% | 12.0% |AFUDC % to Net Profit 8.0%
(LT intsrest eamed: 4.1%) 50.6% | 46.7% | 43.2% | 484% | 47.0% | 46.8% | 504% | 453% | 44.1% | 44.6% | 40.5% | 40.0% |Long-Term Debt Ratio | 40.5%
Leases, Uncapitalized Annual rentals $21.0 mill. | 49.4% | 53.3% | 56.8% | 51.6% | 53.0% | 53.2% | 49.6% | 54.7% | 55.9% | 554% | 59.5% | 60.0% [Common Equity Ratic | 50.5%
Pension Assets-1212$2.08bill. | 57275 | 55352 | 60334 | 6678.7 | 6658.7 | 6477.6 | 6686.6 | 6720.1 | 68400 | 7471.9 6935 | 7175 |Total Capital ($mill) 8250
Pid Stock None Oblig. $2.88 bill. | 74801 | 75365 | 7577.1 | 78819 | 84364 | 89167 | 92578 | 9578.8 | 99623 | 10396 | 10815 | 11380 |Net Plant (mitl) 12050

55% | 56% | 50% | 62% | 59% | 47% | 48% | 65% | 64% | 68% | 7.0%| 7.0% |Return on Total Cap’l 1.0%
Common Stock 109,756,391 shs. B1% | 80% | 65% ; 92% | 85% ; 62% | 69% | 90% | 86% | 98% | 9.5% 9.5% |Returnon Shr. Equity 10.0%
as of 215113 81% | 8.0% | 65% ) 92% | 85% | 62% | 69% | 90% | 86% | 98% | 9.5% | 9.5% ReturnonCom EquityE | 10.0%
MARKET CAP: $6.6 billion (Large Cap) 26% | 23% | 10% | 34% | 25% 3% J% } 34% | 28% | 41% | 3.5% | 3.5% |Retainedto ComEq 3.5%

ELECTRIC OPERATING STATISTICS 68% | T1% | B85% | 63% | 70% | 96% | 89% | 66% 68% | 58% | 62% | 62% |AllDiv'ds to Net Prof 62%
¥, Change Retal Sales (KWH) 2P11g 2+°11g 201"2, BUSINESS: Pinnade West Capital Corporation is a holding compa-  commercial, 39%; industrial, 5%; other, 9%. Generating sources:
Avg. Indust Use (MWH 619 632 647 | ny for Arizona Public Service Company (APS), which supplies elec- coal, 32%; nuclear, 27%; gas, 21%; solar, 1%; purchased, 19%.
Avg. IndustRevs ] 7.83 7.78  7.86 | fricity to 1.1 miilion customers in most of Arizona, except about half Fuel costs: 30% of revenues. Has 6,600 employees. '12 reported
g:a ek gggg ggg;’ ggg‘; of the Phoenix metro area, the Tucson metro area, and Mohave deprec. rate: 2.7%. Chairman, President & CEO: Donald E. Brandt.
Aonua Load Fadw(&: 500 50.0 488 Courjt;_( in r_wnhwestem Arizona. Discontinued SunCor real estate Inc.; AZ. Address: 400 North Fifth St., P.O. Box 53999, Phoenix, AZ
% Change Customers (yr-end) +4 +8  +1.3 | subsidiary in '10. Electric revenue breakdown: residential, 47%; 85072-3999. Tel.: 602-250-1000. Internet: www.pinnaclewest.com.
Fited Charge Cov. %) 206 308 3g7 | Pinnacle West's utility subsidiary in the midst of a $502 million program to
ANNUAL RATES _Past Past Estd 1012 hopes to.complete an asset acquisi- add 118 mw of solar capacity. Note that
ofchange (persh)  10Yrs.  5¥rs. to'te’tg | tion im mid-2013. Arizona Public Service we will not adjust our estimates and pro-
Revenues 35% 20% 25% | (APS) is purchasing units 4 and 5 of the jections to reflect the Four Corners acqui-
Eg?ns"; Fiow” 5% %g://o 45%',',//0 Four Corners coal-fired plant. This would sition until after it has been completed.
Divides: 40% o8% 20% | add 739 megawatts of capacity. The cost Our dividend figures in the statistical
Book Value 2.0% -~ 35% | (assuming a mid-2013 closing) is esti- array require an explanation. There

Cal- | QUARTERLY REVENUES (5 mill) Fal mated at $253 million, and the utility were five declarations in 2012 because one
endar |Mar3t Jun30 Sep.30 Dec.31| Year | WoOuld have to spend another $300 million was shifted from January to December.

2010 16203 8206 11391 6836 |ao636| On environmental upgrades. APS would re- We assume only three declarations in

2011 |6489 7998 11248 6679 |32414 | tire Four Corners 1, 2, and 3 (560 mw), 2013, including a raise of $0.02 a share

2012 6205 8786 11095 6931 [33018] thereby avoiding $600 million in environ- (3.7%) in the quarterly payout in the

2013 1650 875 1175 725 |3425 | mental spending that would have been fourth period, which is in line with the

2014 |675 900 1200 750 |3525 | needed to keep these three units running. company's goal for dividend growth.

cal EARNINGS PER SHARE A Far | The holdup in the deal is a pending sale of We have raised the company’s Finan-
endar |Mar3t Jun.30 Sep.30 Dec.31] Year | the coal mine used to supply the plant. For cial Strenith rating and the stock’s

2010 07 83 208 06 | 308| the transaction to be completed, APS must Safety rank a notch each, to A and 1

01 | 415 78 294 11 | 299 obtain a contract with the new owner, once (Highest), respectively. The fixed-

2012 | do7 112 221 24 | 350! the mine sale closes. charge coverage and common-equity ratio

2013 | Nt 105 235 .10 | 350 We estimate flat earnings this year, are well above the industry norms. Also,

2014 Nil 110 245 10 | 365| but an uptick in 2014. In 2013, the com- the utility is earning near its allowed re-

) By parison with a strong 2012 showing will be turn on equity.

e,‘f;'a, ng?fﬁﬁv ;I)VI DsEeNEl?goPAlgecm 5:;',. difficult. Our profit estimate is within This stock’s dividend yield is equal to

2009 | 525 525 55 525 | 24| Managements targeted range of $3.45- the utility average. With the recent

2000 | 525 505 55 525 | 210| $3.60 a share. Next year, we expect the price near the upper end of our 2016-2018

2011 | 525 5% 525 525 | 21¢| utility to benefit from its usual revenue Target Price Range, long-term total return

2012 | 525 525 525 545 | 212 | adjustments for transmission spending potential is low.

2013 | 545 and renewable energy investments. APS is Paul E. Debbas, CFA May 3, 2013
(A) Diluted EPS. Excl. nonrec. losses: '02, 77¢; | don't add due to change in shares, '11 due to | {C) Incl. deferred charges. in "12: $11.92/sh. | Company’s Financial Strength A
'09, $1.45; excl. gains (losses) from disc. ops.: | rounding. Next eamings report due early Aug. | (D) In mill. (E) Rate base: Fair value. Rate al- | Stock’s Price Stability 100

(B) Divids historically paid in early Mar., June, | lowed on com. eq. in "12: 10%; eamned on avg. | Price Growth Persistence 45

com. eq., '12: 9.9%. Regulatory Climate: Avg.

Earnings Predictability
To subscribe call 1-8300-833-0046.
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On April 3, 2006, Portland General Electric’s [ 2003 | 2004 2005¢ [2006 | 2007 {2008 [2009 [2010 {2011 [2012 {2013 [2014 | ©VALUELINE PUB.LLC[16-18
existing stock (which was owned by Enron) .- --| 2344 2432} 2787 | 2789 | 2399 | 2367 | 24.06| 2389 | 24.30| 25.20 |Revenues per sh 21.25
was canceled, and 62.5 mitlion shares were -- -| AT5| 464 521| 471 407 | 482 49| 515| 510| 535 |“CashFlow” persh 6.25
issued to Enron’s creditors or the Disputed -- -] 102 114] 233| 139} 131 | 166 195 187| 190 200 |Eamingspersh A 225
Claims Reserve (DCR). The stock began .- .- --| B8] 93 97| 101 104| 106] 108| 111| 1.15|DivdDecldpershBut]| 1.30
trading on a when-issued basis that day, - -~| 408] 594 | 728| 61Z] 925| 537 | 398| 401 700| 5.0 |CaplSpending persh 325
and regular trading began on April 10, 2006. -- --] 1945 1958 | 21.05 | 2164 | 2050 | 2114 | 2207 | 2287 | 23.60| 24.35 |Book Value persh © 26.75
Shares issued to the DCR were released - -- | 6250 | 6250 | 6253 | 6258 | 7521 | 75.32 | 1536 | 7556 75.75| 76.00 |Common Shs Oulstg O | 76.75
over time to Enron'’s creditors until all of the -- - | B4} 19 83 44| 120 124| 140 ol fighres are |Avg Ann'l PIE Ratio 125
remaining shares were released in June, -- -~ -1 126 63| 98| 9| .7 78| 90| \VaweiLine |Ralative P/E Ratio 85
-- - | 25% | 33% | 43% | 54% | 52% | 44% | 41% | US| ayo Ane'l Divd Yield 44%
CAPITAL STRUCTURE as of 12/31/12 -- | 14540 | 1446.0 | 1520.0 | 1743.0 | 1745.0 | 1804.0 | 1783.0 | 1813.0 | 1805.0 | 1840 | 1915 |Revenues ($mill) 2100
Total Debt $1653.0 mill. Due in 5 Yrs $312.0 mill. --| 920 | 640 7.0} 1450 ] B87.0| 950 1250 147.0| 1410 145 150 | Net Profit {$mill) 165
LJTptatbt $;538.0 r;lllz. ax)LT Interest $89.0 mill. -- 1 31.0% | 40.2% | 33.6% | 33.8% | 28.7% | 28.8% | 30.5% | 28.3% | 31.4% | 30.0% | 30.0% {Income Tax Rate 30.0%
e 2 Anual rentals $9.0 mil, --| 9% | 18.8% | 308% | 17.9% | 17.2% | 316% | 17.6% | 54% | 7.4% | 120% | 9.0% AFUDC%toNetProfit | 50%
- | 414% | 423% | 43.4% | 49.9% | 46.2% | 50.3% | 53.0% | 49.6% | 47.1% | 49.0% | 50.0% |Long-Term Debt Ratio 48.0%
Pension Assets-12/12 $537.0 mill. --| 58.9% | S7.7% | 56.6% | 50.1% | 53.8% | 49.7% | 47.0% | 504% | 52.9% | 51.0% | 50.0% ;Common Equity Ratio 52.0%
Oblig. $728.0 mill. -- | 2171.0 | 2076.0 | 2161.0 | 2629.0 | 2518.0 { 3100.0 | 3390.0 | 3298.0 | 3264.0 | 3505| 3695 [Total Capital ($mill) 3950
Pfd Stock None -- | 2275.0 | 2436.0 | 2718.0 | 3066.0 | 3301.0 | 3858.0 | 4133.0 | 4285.0 | 4392.0 | 4680 | 4855 |Net Plant ($mill) 4825
Common Stock 75,557,037 sh. --| 5% | 46% | 47% | 69% | 50% | 45% | 54% | 62% | 5%% | 55% | 5.% |Retumon TotalCapl | 5.5%
as of 21513 = T2% | 53% | 58% | 11.0% | 64% | 62% | 7.9% | 88%| 82%| 80%| 80% [Return on Shr. Equity 8.0%
-~ T2% | 53% ; 58% | 11.0% | 64% | 62% | 79% | 88% | 82% | 80% | 80% |ReturnonCom Equity E| 8.0%
MARKET CAP: $2.4 billion (Mid Cap) - T2% ) 53% | 35% | 66% | 20% | 15% | 3.0% [ 41% | 35%| 35% 3.5% |Retainedto ComEq 3.5%
ELECTRIC OPERATING STATISTICS - - --| 39% | 40%  69% | 76% | 62% | 54% | S57% | 58% | 58% {All Div'ds to Net Prof 59%
%5 Change Retal Sales (XWH) 2_03“1) 2,,%1; 20_1% BUSINESS: Portland General EIectn’c .Qompany (PGE) providgs 17%; gas, 14%; hydro, 9%; wind, 5%; _pu.rchased, 55%. Fuel costs:
Avg | ,Use(mM 15051 16573 16409 | electricity to 830,900 customers in 52 cities in a 4,000-square-rn|!e 42% of revenues. 12 repor{ed depremapon rate: .3'8%' Ha§ 2,600
Avg. Ir?dusLRevsm ) 5.50 544 .26 | area of Oregon, including Portiand and Salem. The company is in  employees. Chairman: Corbin A. McNeill, Jr. Chief Executive Of-
g:ka?ymg!maml: . 35%/2\ 35N5A5 35%7 the process of decommissioning the Trojan nuclear plant, which it ficer and President: Jim Piro. Incarporated: Oregon. Address: 121
Annual Load Factor It NA NA NA | closed in 1993. Electric revenue breakdown: residential, 48%; com- SW Salmon Street, Portland, Oregon 97204. Telephone: 503-464-
% Change Customers (y-end) +5 +2 +.7 | mercial, 34%; industrial, 13%; other, 5%. Generating sources: coal, ~8000. Intemet: www.portlandgeneral.com.
Fixed Chare Cov. (%) 224 273 270 | Portland General Electric has filed a on modest load growth, a slight decline in
ANNUAL RATES Past _ Past Esrd'10-12| Tate case. The utility is seeking a rate in- depreciation expense, and an increase in
ofchange fpersh)  10¥rs.  5Yrs. to't61s | crease of $105 million (6%), based on a the Allowance for Funds Used During
Revenues -- -10%  20% | 10% return on a 50% common-equity ratio. Construction, a noncash credit to income.
poash Flow” o %%‘://n PGE is trying to place capital spending Our estimate is within the company’s tar-
Dividess 21 145% 35% | into the rate base and recover higher ex- geted range of $1.85-$2.00 a share. We as-
Book Value - 20% 35% | penses. An order is expected by yearend, sume reasonable regulatogy treatment in
; with new tariffs taking effect at the start our 2014 profit forecast of $2.00 a share.
St e Sena0 g | | of 2014. We think the board of directors will

The utility plans to build a generating increase the dividend this quarter. We
gg:? 2338 2}?8 ggg 447588 ;g?gg plant. Port Westward Unit 2 would add are estimating a one-cent-a-share (3.7%)
2012 | 4790 4130 4500 4830 (18050} 220 megawatts of capacity at a projected raise in the quarterly payout, but wouldn't
2013 1495 415 465 465 (1840 | cost of %300 million-$310 million. The fa- be surprised if the increase was half of
2014 [515 430 485 485 |1915 | cility would likely begin commercial opera- that, as it was in each of the past three

cal- EARNINGS PER SHARE A Fay | tion in the first quarter of 2015. This years.
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | Project represented the winning bid follow- Construction of a transmission line is
2010 | 36 32 65 34 | 1s5| ing a request for proposals (RFP). under consideration. PGE is in discus-

2011 9 29 36 38 | 195| Two other RFPs are pending. One is sions with various parties about a line
2012 85 34 50 38 | 1.87] for base-load generating capacity, and the that would probably cost at least $800 mil-
2013 65 35 50 40 | 190| other is for renewable generation. The lion. (The company would have a majority
2014 | 68 37 53 42| 200 winningd bidder in each (éfEthesle RFPs is Staklii irl; the " proggct?) Construction
] Ba expected in mid-2013. P will have to wouldn't begin before 2017.
eﬁSL, éﬂgmﬁﬁglxmgzg_i:“%ecL yl;:;lr adlé)i some debt for Port Westward 2, but We consider this stock expensively
2009 245 245 255  255] 100] Probably won't have to issue any common priced. Its yield, even reflecting the esti-
2010 | 255 255 26 26 | 103| €quity unless it wins one or both of the mated dividend boost, is unexciting by

2011 26 26 265 265| 105| other RFPs. utility standards. And the recent price is

2012 265 285 27 21 | 107| We look for earnings growth in 2013 above our 2016-2018 Target Price Range.

2013 27 27 and 2014. This year, we base our estimate Paul E. Debbas, CFA May 3, 2013
(A) Diluted EPS. 10 EPS don't add due to | vestment plan avail. (C} Incl. deferred charges. | '12: 8.2%. Regulatory Climate: Below Average. | Company’s Financial Strength B++
rounding. Next eamings report due early Aug. | In '12: $6.83/sh. (D) In mill. (E) Rate base: Net | (F) Summer peak in "12. {G) '05 per-share data | Stock's Price Stability 100
(B) Div'ds paid mid-Jan., Apr., July, and Oct. = | original cost. Rate allowed on common equity | are pro forma, based on shares outstanding | Price Growth Persistence 55

Div'd reinvestment plan avail. + Shareholder in- | in "11: 10.0%; eamed on average com. eq., | when the stock began trading in '06. Earnings Predictability 45

© 2013, Value Line Publishing LLC. A rights reserved. Factual material is obtained from sources befieved 1o 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 [RIVRITLIRIA 113 300 | IR Xk 1T
of i may be reproduced, resold, stored or transmitted in any printed. electronic or other form, of used for generaling or marketing any printed or electronic publication, service or producl.
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1997

1998 | 1999 2001

2002

I
2003

e
Hil]
2004

2006 | 2007 {2008 | 2009

-

3yr. 58.1 3786

Syr. 849 66.4
©VALUE LINE PUB. LLC

I
2011 {2012 | 2013 [2014 6-18

18.19
3.86
1.58
130

14.54
385
1.61
134

1740
417
1.83
1.34

16.34
426
1.73
1.34

1473
346
1.85
1.36

19.21
443
232
1.73

20.12
422
2.28
1.60

16.05
3.65
2.06
142

19.24
401
210
1.54

2204
443
225
1.66

16.31
353
197
1.39

2041
4.91
255
1.87

19.06
5.18
287
194

20.10
5.35
270
201

20.95
5.60
285
2.08

2325
6.25
325
230

Revenues per sh

“Cash Flow” per sh
Eamings persh A
Div'd Decl'd per shBw t

268
13.91

385
13.82

375
1143

287

14.04 15.69

3.79
12.16

285 |
13.86

465
16.23

5.70
18.15

401
15.24

5.10
17.08

272
1313

523
20.32

554
21.09

6.65
21.35

6.95
2210

675
2575

Cap'l Spending per sh
Book Value per sh €

693.42

697.75 | 665.80 681:16 698.34

716.40

734.83 | 741.50 746.27 ] 763.10 | 777.19 [ 819.65

865.13 | 867.77 | 870.00 | 872.00 | Common Shs Outst'y © | 905.00

140
81
5.9%

5.7
82
4.9%

146
18
5.7%

143
8
5.1%

13.2
86
5.0%

14.6
80
5.0%

135
80
5.5%

38
3
47%

147
18
47%

159
85
44%

16.2
8
4.5%

16.0
85
4.4%

16.4
97
4.6%

158
38
4.6%

17.0
1.08
4.3%

140
85
5.0%

Avg Ann'l PIE Ratio
Relative P/E Ratio
Avg Ann'l Div'd Yield

8old figyres are
Value|Line
estimates

LT Debt $19274 mili.
(LT interest eamed: 5.3x)
Leases, Uncapitalized Annual rentals $113.0 milt.
Pension Assets-12/12 $7.95 bill. Oblig. $9.30 bill.
Pfd Stock $1082 mill.
Inci. 4 mill, shs. 4.20%-5.44% cum. pfd. ($100 par);
12 mill, shs. 4.95%-5.83% cum. pfd. {$1 par); 2
mill. shs. 6.0% noncum. pfd. ($25 par); 3 mill. shs.
6.0%-6.5% noncum. pfd. ($100 par); 14 mill. shs.
5.63%-6.5% noncum. pfd. ($1 par).
Common Stock 868,969,827 shs. as of 1/31/13
MARKET CAP: $40 billion (Large Cap)

CAPITAL STRUCTURE as of 12/31112
Total Debt $22434 mill. Due in 5 Yrs $8558.0 mill.
LT Interest $739.0 mill.

Pfd Div'd $65.0 mil

15353
1782.0

1m27
1807.0

15743
1910.0

11251
1602.1

11902
1589.0

13554
16210

14356
1608.0

17857
22680

16537
2415.0

17500
2445

18250
2565

21000
3025

Revenues ($mill)
Net Profit ($mill)

31.9%
9.5%

31.9%
14.9%

21.0%
46%

21.0%
5.2%

26.9%
44%

32.7%
4.8%

33.6%
12.3%

35.5%
13.0%

35.5%
120%

Income Tax Rate
AFUDC % to Net Profit

35.0%
10.2%

356%
94%

35.5%
12.0%

53.2%
43.6%

%%
43.6%

53.5%
4.1%

53.2%
443%

50.8%
46.2%

51.2%
44.9%

53.9%
42.6%

50.0%
47.1%

49.9%
41.3%

51.0%
46.5%

52.5%
45.0%

53.5%
44.5%

Long-Term Debt Ratio
Common Equity Ratio

34091
39230

2135
27534

23288
28361

pLaki]
23480

24618
31092

27608
33327

31174
35878

37307
45010

38653
48390

40000
51875

42950
55550

52300
65100

Total Capital ($mill)
Net Plant ($mill)

79%
13.2%
14.0%

71%
12.6%
13.1%

6.9%
12.0%
124%

8.4%
13.4%
14.8%

8.1%
14.7%
14.9%

8.2%
14.4%
14.9%

8.2%
13.3%
13.8%

12%
12.2%
12.5%

13%
12.5%
12.8%

7.0%
12.5%
13.0%

7.0%
12.5%
13.0%

7.0%
12.5%
12.5%

Return on Total Cap’l
Return on Shr. Equity
Return on Com Equity €

44% | 47% | 46% | 38% | 43% | 35% | 32%

Avg.
Avg.

ELECTRIC OPERATING STATISTIC

e ey
vg Indust Revs. per M #
Capacity 2t Yearend {Nw
Peak L oad, Summer (Mw|
Annual Load Factor

% Change Customers (yr-end)

S
2014
7

NA
oo

Fixed Charge Cov. (%)

342 397

416

%) 69% | 70% | 73% | 70% | 74% | 75%

34%( 36%| 3.5% | 3.5% |Retainedto Com Eq 4.0%
3% | 73% | 74% | 73% |AllDiv'ds to Net Prof 70%

BUSINESS: The Southern Company, through its subsidiaries, sup-
plies electricity to 4.4 million customers in about 120,000 square
miles of Georgia, Alabama, Florida, and Mississippi. Also has com-
petitive generation business. Electric revenue breakdown: residen-
tial, 37%; commercial, 32%; industrial, 19%; other, 12%. Retail rev-
enues by state: Georgia, 51%; Alabama, 33%; Florida, 9%; Missis-

sippi, 7%. Generating sources: oil & gas, 38%; coal, 35%; nuclear,
16%; hydro, 2%; purchased, 9%. Fuel costs: 34% of revenues. '12
reported deprec. rate (utility): 3.2%. Has 26,400 employees. Chair-
man, President and CEO: Thomas A. Fanning. Inc.: Delaware. Ad-
dress: 30 Ivan Allen Jr. Bivd., N.W., Atlanta, Georgia 30308. Tel.:
404-506-5000. Internet: www.southerncompany.com.

Two of Southern Company’s utility

ANNUAL RATES  Past
of change (per sh)
Revenues
“Cash Flow”
Eamings
Dividends
Book Value

Past Est'd

10 Yrs. 5Yrs.
3

'10-'12

subsidiaries have had cost overruns
on major capital projects. Mississippi
Power is building a 582-megawatt coal
gasification plant. Under a regulatory
agreement, the amount of capital costs
that may be charged to customers is

Cal-
endar

QUARTERLY REVENUES (mill.)
Mar.31 Jun30 Sep.30 Dec.3t

capped at $2.88 billion, and there have
been overruns that have raised the expect-

2010
2011
2012
2013
2014

4157 4208 5320 3771
4012 4521 5428 3696
3604 4181 5049 3703
3897 4300 5400 3903
4100 4450 5600 4100

ed cost to $3.42 billion. Accordingly, the
company took a nonrecurring aftertax
charge of $333 million ($0.38 a share) in
the first quarter to write off the portion of
the plant’s costs that Mississippi Power

Cal-
endar

EARNINGS PER SHARE 2
Mar.31 Jun.30 Sep.30 Dec.31

will not recover. Meanwhile, Georgia
Power is adding two units to the Vogtle

2010
2011
2012
2013
2014

80 62 98 18
49 70 1.06 30
42 noan 43
A7 68 115 40
S0 75 12 40

nuclear station, which will amount to
1,000 mw of capacity. The utility has
asked the state commission to increase the
certified cost of the project by $380 mil-
lion. Georgia Power expects to hear from

Cal-
endar

QUARTERLY DIVIDENDS PAID B m §
Mar.3t Jun30 Sep.30 Dec.31

the regulators in mid-October.
We expect earnings to advance just

2009
2010
2011
2012
2013

42 4375 4315 4375
4375 455 455 455
A5 4725 4725 4726
AT25 49 49 49
49 5075

slightly this year, followed by a larger
increase in 2014. Our 2013 estimate is
near the low end of the company’s guid-
ance of $2.68-$2.80 a share. Georgia Power
will file a rate case in mid-2013, with new

tariffs taking effect at the start of 2014.
Assuming reasonable regulatory treat-
ment, we forecast that share net will rise
5%-6%, to $2.85.

The regulatory situation in Alabama
bears watching. Rates are set from a me-
chanism that has resulted in generous al-
lowed returns on equity in the state. In-
formal hearings are under way about
whether this ought be changed. Alabama
Power points out that, although its ROE is
high, at over 13%, its return on total capi-
tal isn’t so high because its common-equity
ratio is on the low side, at 44%.

The board of directors increased the
dividend in the second quarter. The
board boosted the annual payout by $0.07
a share (3.6%). We project similar dividend
growth over the 3- to 5-year period.
Following the dividend hike, the
stock’s yield is fractionally above the
utility average. The stock, ranked 1
(Highest) for Safety, is suitable for conser-
vative, income-oriented investors. How-
ever, with the recent price above the mid-
point of our 2016-2018 Target Price Range,
total return potential is modest.

Paul E. Debbas, CFA May 24, 2013

A) Diluted eamings. Excl. nonrecurring gain

don't add due to change in shares. Next eamn-

© 2013, Value Line Publishi

paid in early Mar., June, Sept,, and Dec. »

MS, fair value; FL, GA, orig. cost. Allowed re-
losses): '03, 6¢; 09, (25¢); 13, (38¢). 10 EPS | Div'd reinvestment plan avail. + Shareholder in- } tum on com. eq. (blended): 12.5%. Eamed on
vestment plan avail. (C) Incl. deferred charges. | avg. com. eq., "12: 13.1%. Regulatory Climate:
ings report due late July. (B) Div'ds historically | in '12: $6.88/sh. (D) In mill. {E) Rate base: AL, | GA, AL Above Average, MS, FL Average.

LLC. All rights reserved. Factual malerial is olXained 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-cornmercial, intemal use. No part
of it may be reproduced, resold, stored or ransmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

Company’s Financial Strength A
Stock's Price Stability 100
Price Growth Persistence 60

Earnings Predictability
To subscribe call 1-800-833-0046.
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Insider Decisions potte ;,J = 12
AMJJASOND| “=n | L )
By 000CO0O0O0OO et ez — .
'Owéor g 2 8 g g g g 2 g S o o .t ! n. ..' “”.Q.' g " . ..,.'. r_e
o Sel | o E0 AL S e T. R
Institutional Decisions il o A ' %710 ,',},ETU v{‘f,,’,‘,,::
0012 o AGaR2 . . N STOCK INDEX
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Hesow)_ 69803 69820 70088 | POt B | ]]hﬂ[ Sy, 781 647 |
1997 { 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 (2007 {2008 {2009 | 2010 {2011 2012 [2013 [2014 | ©VALUEUNEPUB.LLC[16-18

3290 | 3086 30.21| 33.80) 3120| 2477 20.06| 17.02| 1823 | 1837 | 18.09 | 1698 | 17.04 | 1834 | 17.27| 17.88 18.30 | 178.80 |Revenues persh 20.35
347 635| 751 696 532 477 377 342| 328| 394 377 3144 | 359 424 | 397 430| 440 4.60 |“CashFlow” persh 525
dd6| 213 148 89| d58| 100y 148| 117| 155| 183 | 184 | 13t| 128| 180] 179| 215| 210| 220 |Earningspersh A 260

2101 214 24| 144 120 120 87 .80 92 88| 108| 116| 120 124| 128] 132! 1.36| 1.40 |Divid Decl'd per sh But 1.52
32 277] 4091 4407 3371 189] 206[ 219 24 395 784 8B 5267 4821 5551 6400 7401 7.401{Cap’lSpending persh 8.15
30.79| 2940 | 27.83| 27.20| 2597 | 1368 14.23| 1643 | 1631 | 17.62 | 1944 | 20.18 | 2058 | 21.25 | 2203 | 2289 | 24.40| 2540 |Book Value persh¢ 28.15
85411 6591 6740 70.08] 70.08] 7151[ 7284 86.03 | 86.84 | 87.39 | 9546 | 108.31 | 109.07 | 112.13 [ 125.70 | 126.50 | 127.00 | 126.00 |Common Shs Outst'g € | 135.00

S84 172|206 <] 140|108 174| 48| 122 7141| 70| 148 | 130 | 148| 134 | Bold fighres are |Avg AnmIPIE Ratio 125
- %] e8] 134 --| 76| 62| 2| 79) 66 75 102| 99| 83| 93| 86| Vaweline |Relative PIE Ratio .85
6.3% | 55%| 84%| 79% | 58% | 86% | 55% | 39% | 40% | 43% | 42% | 52% | 63% | 53% | 48% | 46% | ™™ |AvgAnn'I Divid Yield 47%
CAPITAL STRUCTURE as of 12/31112 1461.1 | 1464.5 | 1583.3 | 1605.7 | 1726.8 | 1839.0 | 1858.2 | 2056.2 | 2171.0 | 2261.5 | 2325| 2410 |Revenues ($mill} 2150
Total Debt $3407.2 mill. Due in § Yrs $879.2mill. | 1081 | 100.1 | 1349 | 165.3 | 1684 | 1368 | 1413 | 2039 | 2140| 2751 | 270 | 285 |Net Profit ($mil) 350
(LLTT?et"‘%""‘l"eg";s LT Interest $160.0mil. ™73y ™75 0% | 31.0% | 254% | 27.5% | 24.8% | 294% | 29.0% | 35.2% | 30.8% | 30.0% | 30.0% |income Tax Rate 300%
nterest eamed: 3.6x) 50% | ol e e lt04% ] o -l oo | 104% | 10.0% | 10.0% | 10.0% |AFUDC % to NetProfit | 10.0%
Pension Assets-12/12 $548 mill. Oblig. $929 mill. | 66.2% | 53.8% | 52.1% | 50.0% | 50.6% |{ 49.8% | 534% | 53.6% | 49.5% | 51.2% | 52.0% | 51.5% [Long-Term Debt Ratio 50.0%

33.2% | 45.5% | 47.2% | 49.3% | 48.9% | 49.7% | 46.1% | 46.0% | 50.1% | 48.8% | 48.0% | 48.5% |Common Equity Ratio 50.0%

Pfd Stock None 3127.3 | 3049.2 | 30004 | 31242 | 3738.3 | 4400.1 | 4866.8 | 5180.9 | 5531.0 | 5938.2| 6700 | 7000 | Total Capital ($mil) 3000
3909.5 | 3911.0 | 3047.7 | 4071.6 | 4803.7 | 55335 | 5774.7 | 6309.5 | 67454 | 7335.7 | 7600 | 8000 |Net Plant ($mill) 000

Common Stock 126,779,907 shs. 70%| 55% | 62% | 67% | 58% | 42% | 44% | 55% | 53% | 6.0% | 55% | 55% [Retun on Total Cap'l 6.0%
as of 211913 102% | 74% | 94% | 106% | 9.1% | 62% | 6.2% | 85% | 7.7% | 95% | 8.5%| 9.0% [Return on Shr. Equity 9.0%
MARKET CAP: $4.0 billion (Mid Cap) 103% ] 7% | 95% | 107% | 92% | 62% | 63% | 85% | 7.7% | 94% | 8.5% | 9.0% |Returnon ComEquity® | 9.0%
ELECTRIC OPERATING STATISTICS 49% | 32% | 43% | 55% | 43% | 12% | 8% | 31% | 27% | 40% | 30%| 32.0% Retained to Com Eq 4.0%
010 2011 2092 | 53% | 56% | 55% | 49% | 53% | 80% | 87% | 63% | 65% ] 57% | 64% | 63% |AllDivids to Net Prof 57%

2
stgl Rﬁ'g&“\'ﬁ,m’ 5?5% 5+5188 5-518'2 BUSINESS: Westar Energy, Inc., formerly Westen Resources, is  plant age: 15 years. Fuels: coal, 53%; nuclear, 8%; gas, 39%. Has

Avg. Indust. Revs. per KWH {¢) 582 6.22 6.60 | the parent of Kansas Gas & Electric Company. Westar supplies 2,313 employees. BlackRock, Inc. owns 5.8% of common; off. &
' 6756 €784 6557 | electricity to 690,000 customers in Kansas. Electric revenue dir., less than 1% (3/12 proxy). Chairman: Charles Q. Chandler IV,
ﬁwﬁmi& ) 554588 555542 55461(1) sources: residential and rural, 34%; commercial, 38%; industrial, Chief Executive Officer and President: Mark A. Ruelle. Inc.: Kan-
% Change Customers (y-end) +3 +1 +.2 | 28%. Sold investment in ONEOK in 2003 and 85% ownership in sas. Address: 818 South Kansas Avenue, Topeka, Kansas 66612.
Protection One in 2004. 2012 depreciation rate: 3.7%. Estimated Telephone: 785-575-6300. Internet: www.westarenergy.com.
Fixed Charge Cov. (') 267 297 319

701 Shares of Westar have advanced nice- represents an investment of $2.3 billion,
ANNUALRATES Past  Past Estd 10-12| 1y i price over the past three months. with just over half of it for environmental

‘,ig‘,i",?ﬁé":’s"‘ '°_‘5'f3'% SY.?,'% mgﬁ;:/? The company reported healthy results for and transmission projects. Environmental
“Cash Flow” 30% 25%  40% | the fourth quarter. Revenues and share investments include big air-quality
Eamings 160%  15% gg,ﬁ earnings compared favorably with the projects at the Jeffrey and La Cygne ener-
Book Value -1 4s5% 4o% | prior-year figures. Westar benefited from gy centers, which aré coming along nicely.

- higher revenues from the retail and trans- Meanwhile, the Prairie Wind joint venture
eg:;'r M:}%RT&E};Y3R0EV§23%%“E\::‘:)31 ;:a"’_ mission businesses during the period, is also progressing well. This 345-kilovolt
2010 455 3 49;0. 7 644 7 45(;8 50562 which more than offset a modest decline transmission line should be completed
2011 | 4817 5249 6782 4862 | 2710 from the wholesale segment. This follows next year.
012 | 4757 5663 6958 5237 ) 2761 5| solid performance in previous quarters. The board of directors has approved a
2013 | 500 580 710 535 | 2325 | Overall, revenues and earnings increased 3% dividend increase. Starting with the
2014 | 530 600 730 550 | 2410 | Solidly for full-year 2012. April payout, the quarterly dividend is
EARNINGS PER SHARE A " We expect good performance will con- now $0.34 per share. Dividend growth will
eg;:;r Mar31 Jun30 Sep.30 Dec.31 YF:ar tinue in the coming quarters. The probably continue going forward.
2010 '27 '47 101 65 180 retail line should continue to experience This stock is neutrally ranked for
2011 27 38 98 61 179 healthy results across the board, and we Timeliness. We expect higher revenues
2042 2 48 409 35| 24s] look for strong growth from the transmis- and share earnings at the company by
2013 25 50 108 .21| 210/ sion business, too. Still, the wholesale 2016-2018. Moreover, Westar earns good
2014 .30 50 110 30| 220| business will probably experience some marks for Safety, Price Stability, and
Cal- | QUARTERLY DIVIDENDS PAD Bat | Fun softness. Bottom-line growth may well Earnings Predictability. Capital appreci-
en:a'r Mar3! Jun30 Sepdd Dec.3t Y:ar take a breather in the current year, con- atjon potential is somewhat muted at this
v - y - sidering the impressive figure generated juncture, as the shares are currently trad-
2009 | 29 30 .30 30 1180 in 2012. Even so, we expect share-net ing within our Target Price Range. A

gg:? g? :33; g; g; ]g; growth to resume in 2014. pullback in the stock price may offer con-
2| 322 33 3 W 131| Investment in operations should fur- servative, income-seeking investors a more
2043 | 33 a4 ’ “'| ther benefit results. The company's attractive entry point.

three-year capital expenditures plan Michael Napoli, CFA March 22, 2013

|A) EPS diluted from 2010 onward. Excl. non- | in May. (B} Div'ds paid in early Jan., April, July, | fair value; Rate allowed on common equity in | Company’s Financial Strength B++
recur gains (losses). ‘97, $7.97, '98, ($1.45); | and Oct. w Div'd reinvest. plan avail. T Share- | '12: 10.0%; eamed on avg. com. eq., '12: | Stock’s Price Stability 100
‘99, ($1.31); '00, $1.07; 01, 27¢; 02, ($12.06); | holder invest. plan avail. (C) incl. reg. assets. | 9.4%. Regul. Clim.. Avg. (E) In mill. Price Growth Persistence 75
‘03, 77¢; '08, 39¢; '11, 14¢. Next egs. rep't due | In 2012: $7.93/sh. (D) Rate base determined: Earnings Predictability 80
© 2013, Value Line Publishing LLC. All rights reserved. Factual material is abtained from sources believed to be refiable and is provided without wananties 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 [RIVERITIISR A1 0o | IR BT Kk R X0 11 1 00
of it may be reproduced, resold, stored of transmitted in any printed, electronic or other form, or used for generaling or marketing any printed or electronic publication, service af praduct, .
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ALE: ALLETE INC - Full Company Report - Zacks.com Page 1 of 2

ZACKS

Our Research, Your Success.,

Home Stocks Funds Farnings Screening Finance Partfolio Education Video Services
QUOTES " .
: Allete Inc: (NYSE: ALE) 2ACKS RANK: 25807 (3
Overview Quote P o
Real Time Quotes $47.79 0.47 {0.859%) Volume 44,746 Jun 0310:35AM ET ;[52—} ﬂ
Option Chain . .
Opticns Greek Montage Full Company Report Get Full Company Report for: Enier Symbol GQE
NEWS ALLETE is a multi-services company. ALLETE's holdings include the one of the largest wholesale automobile auction networks

in North America; a provider of independent auto dealer inventory financing; one of the largest investor-owned water utilities in

Zacks Commentary Florida and North Carolina; significant real estate holdings in Florida and a low-cost electric utility that serves some of the largest

Company News industrial customers in the United States. (Company Press Release)
ESTIMATES
SRS GENERAL INFORMATION
Detailed Estimates
ALLETE INC
CHART 30 W SUPERIOR ST g\\% :
Comparative DULUTH, MN 55802-2093 o

Phone: 2182795000
Fax: 218-723-3944
Web: hitp /iwww allete.com

interactive Chart
Price and Consensus k
12 month EPS

!
|
I
|
E

Email: NA
Price & EPS Surprise
Broker Recommendations Industry UTIL-ELEC PWR
Fundamental Charts -

Sector Utilities

RESEARGH Fiscal Year End December
Full Company Report Last Reported Quarter 0313172013
Zacks Equity Research Next EPS Date 08/08/2013
Earnings Announcements
Brokerage Reports PRICE AND VOLUME INFORMATION
Comparison to indusiry
insiders Zacks Rank i - {ALE] 30-Day Closing Frices
Brokerage Recommendations  yegterday's Close 47.32 -
Annual Report 52 Week High 5225
FINANGIALS 52 Week Low 37.73
Financial Overview Beta 0.65
LRy

Income Statements 20 Day Moving Average 135,469.20
Batance Sheet X -

Target Price Consensus 5433 5 6
Cash flow Statements

% Price Change

4 Week 6.85

12 Week -0.98 % Price Change Relative to S&P 500

YD . . 1664 4 Week 874

Share Information 12 Week 623
YTD 2.83

Shares Omstanding_ {millions}) 39.47 -

Market Capitaiization (milions) 1,867.63 Dividend Information

i 759

Short Ratio 5 Dividend Yield 4.02%

Last Spit Date 09721104 Annual Dividend $1.90
PayoutRatio ) 0.69
Change in Payout Ratio -0.05
Last Dividend Payout/ Amount 05/13/2013 / $0.47

EPS INFORMATION CONSENSUS RECOMMENDATIONS

Curment Quarter EPS Consensus Estimate 0.41 Current {1=Strong Buy, 5=Strong Sell 117

http://www.zacks.com/stock/research/ALE/company-reports 6/3/2013
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http://www.zacks.com/stock/research/ALE/company-reports

ALE: ALLETE INC - Full Company Report - Zacks.com

Page 2 of 2

Curent Year EPS Consensus Estimate Subseribe.. 2ilme TrA0 DAyRA9R | Get Quote o Seareh Keywood 17
Estimated Long-Term EPS Growth Rate 6.50 60 Days Ago 1.13ub
Next EPS Report Date 08/08/2013 90 Days Ago 1.17
FUNDAMENTAL RATIOS
P/IE EPS Growth Sales Growth
Current FY Estimate 17.18 vs. Previous Year 25.76% vs. Previous Year 9.92%
Trailing 12 Months 17.21 vs. Previous Quarter 10.67% vs. Previous Quarter 3.05%
PEG Ratio 264
Price Ratios ROE ROA
Price/Book 1.51 03-31-13 8.92 03-31-13 3.34
Price/Cash Flow 9.27 12-3112 8.46 1231412 3.17
Price / Sales 1.90 09-30-12 7.81 09-30-12 294
Current Ratio Quick Ratio Operating Margin
03-31-13 1.26 03-31-13 B 095 033113 1068
12-31-12 0.96 12-31-12 0.72 1231412 10.10
Fundamental and
technical ana[ysis 09-30-12 1.29 09-30-12 0.94 09-30-12 9.24
of 16,500 stocks
everyday. Net Margin Pre-Tax Margin Book Value
0331-13 10.68 03-31-13 14.46 03-31-13 31.43
12-31-12 10.10 12-3112 14.06 1231412 30.92
09-30-12 9.24 09-30-12 12.88 09-30-12 30.23
Inventory Turnover Debt-to-Equity Debt to Capital
033113 454 03-31-13 0.79 03-31-13 4401
123112 429 12-31-12 0.78 12-31-12 4374
09-30-12 425 09-30-12 0.§2 09-30-12 45.01
Top 12 Stocks to Buy Now ,
www TopStockAnalysts com .
Panel of nation's leading analysts just announced their favorite picks Ad,:ho,c,s >

Cuiick Links

Sarvices My Account Rosources Fallow Us
i Hum Services A ot Help Facebouk
Lipdate Profile FAQs Twittar
Disclosure
o Linkedin
Policy
You Tube

Zacks Investment Research §
is an A+ Rated BBE )
Accredited Business.

Furbe S IIAQVESTORSCM

- Bes B T

Copyright 2013 Zacks Investmant Reseach

At the center of everything we do is a strong commitment to indeperdent research and sharing its profitable discoveries with investors, This dedication to giving investors a trading
advantage led to the areation of our proven Zacks Rank stock-rating system. Since 1986 it hasnearly tripled the S&P 0 with an average gain of +26% per year. These retums cover a
period from 1986-2011and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performance for information about the performance numbers displayed above.

NYSE and AMEX data is a least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.

http://www .zacks.com/stock/research/ALE/company-reports 6/3/2013
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LZACKS

Page 1 of 2

Subscribe  Free Trial  Signin { Get Quole or Search Keyword

s

Ouar Research. Your Buceess.,

Home Btocks

QUOTES
Overview Quote
Real Time Quotes
Option Chain
Options Greek Montage

NEWS
Zacks Commentary
Company News

ESTIMATES
Detailed Estimates

CHART
Comparative
interactive Chart
Price and Consensus
12 month EPS
Price & EPS Surprise
Broker Recommendations
Fundamentatl Charts

Full Company Report
Zacks Equity Research
Eamings Announcements
Brokerage Reports
Comparison to Industry
Insiders

Brokerage Recommendations

Annual Report

FINANCGIALS
Financial Overview
Income Statements
Balance Sheet
Cash flow Statements

http://www.zacks.com/stock/research/AEP/company-reports

Funds Barrsings Bereaning Financs Portfotio Education Video Services

American Elec Pwr Inc: (NYSE: AEP)
$45.69 .43 1-0.28%)  Volume 1,207,721

ZACKS RANK: 2-BUY (Zf

e 1]

Get Full Company Report for: Enter Symbol 5(30}

Jun 03 10:38 AM ET

Full Company Report

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

GENERAL INFORNMATION

AMER ELEC PWR
1 RIVERSIDE PLAZA
COLUMBUS, OH 43215

! .
Phone: 614-716-1000
Fax: 614-223-1823 L . | ’
Web: http //www.aep.com ; l

Email: kikozero@aep.com

Industry UTIL-ELEC PWR

Sector Utilities

Fiscal Year End December

Last Reported Quarter 03/31/2013 =

Next EPS Date 071192013

PRICE AND VOLUME INFORMATION

Zacks Rank §e-3

Yesterday's Close o o 45.82

52 Week High 51.60

52 Week Low 38.27 )

Beta 0.45 v

20 Day Moving Average 2,839650.50 R

Target Price Consensus 5017 pe s

% Price Change a8

4 Week -10.46

12 Week 33 % Price Change Relative to S&P 500

YT 7.99

D 4 Week -12.28

Share Information 12 Week -8.44
YTD -3.35

Shares Outstanding (millions) 48579

Market Capitalzation (millions) 22,25890 Dividend Information

i 1.

Shott Ratio % Dividend Yield 428%

Last Spiit Date NA Annual Dividend ’ 3196
PayoutRatio . 0.61
Change in Payout Raio 0.04
Last Dividend Payout/ Amount 05/08/2013 / $0.49

EPS INFORMATION CONSENSUS RECOMMENDATIONS

Cumrent Quarter EPS Consensus Estimate 0.80 Current (1=Strong Buy, 5=Strong Self) 2.40


http://Zacks.com
http://w.aep.com
mailto:klkozero@aep.com
http://www

AEP: AMER ELEC PWR - Full Company Report - Zacks.com

Fundamental and
technical analysis
of 16,500 stocks
evaryday.

Page 2 of 2

Curmrent Year EPS Consensus Estimate Subsonhe 3,3{},@ 'i'rf%D Day%.ﬁgg et Crunte ar Search Kewaard 2.§0
Estimated Long-Term EPS Growth Rate 3.40 60 Days Ago 2.18ub
Next EPS Report Date 07/192013 90 Days Ago 219
FUNDAMENTAL RATIOS

P/E EPS Growth Sales Growth

Cumrent FY Estimate 14.51 vs. Previous Year 0.00% vs. Previous Year 5.54%
Trailing 12 Months 14.83 vs. Previous Quarter 60.00% vs. Previous Quarter 5.90%
PEG Ratio 429

Price Ratios ROE ROA

Price/Book 1.44 03-31-13 8.36 03-31-13 236
Price/Cash Flow 6.51 12-3112 8.45 123112 2.38
Price / Sales 1.47 09-30-12 9.69 09-30-12 273
Current Ratio Quick Ratio Operating Margin

033113 0.71 03-31-13 047 03-31-13 8.41
12-31-12 0.67 12-31-12 0.45 12-31-12 8.54
09-30-12 0.68 09-30-12 0.47 09-30-12 9.81
Net Margin Pre-Tax Margin Book Value

03-31-13 8.14 03-31-13 11.86 03-31-13 31.74
12-31-12 8.42 12-31-12 12.19 123112 31.40
093012 10.46 09-30-12 13.96 09-30-12 3157
Inventory Turnover Debt-to-Equity Debt to Capital

033113 6.38 03-31-13 1.03 0331-13 50.76
123112 6.35 12-31-12 1.02 123112 50.57
09-30-12 6.61 09-30-12 0.98 09-30-12 49.42

Best Dividend Stocks

dividends wyattrescarch.com

5 Stocks That are Cash Machines for Retirement. New Free Stock Report.

Guick Links

Sarvices

Education

My Account

Updaie Pre

Subsenptions

Resources
Help

FAQs
Disctosure
Privacy Policy
Ferformance

Bites Map

Client 8§

18

upport

AdChoices [>

Foliow Us

Zacks Research is Reported On:

YaH00 ¥ ms‘”"g

Forbeg INVE

STORS o 111

At s Bt

Zacks investment Research
is an A+ Rated BBB
Accredited Business.

Copyrg

nt 2013 Zacks Investment Research
At the center of everything we do is a strong commitment to indeperdent research and sharing its profitable discoveries with investors, This dedication to giving investors a trading

advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it hasnearly tripled the S&P 30 with an average gain of +26% per year. These retums cover a
period from 1986-2011 and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performance for information about the performance numbers displayed above.

NYSE and AMEX data is & least 20 minutes ddayed. NASDAQ data is at least 15 minutes delayed.

http://www.zacks.com/stock/research/AEP/company-reports

6/3/2013



CNL: CLECO CORP - Full Company Report - Zacks.com

A ZACKS

Page 1 of 2

Subscribe  Free Trial

| Get Quote or Search Keyword

Sub

CUCKHERE!

Dur Research. Your Success,

Home Stocks
QUOTES

Overview Quote

Real Time Quotes

Option Chain

Qptions Greek Montage

NEWS
Zacks Commentary
Company News

ESTIMATES
Detailed Estimates

OHART
Comparative
Interactive Chart
Price and Consensus
12 month EPS
Price & EPS Surprise
Broker Recommendations
Fundamental Charts

Fult Company Report

Zacks Equity Research
Eamings Announcements
Brokerage Reports
Comparison to Industry
Insiders

Brokerage Recommendations
Annual Report

FINANCIALS
Financial Overview
Income Statements
Balance Sheet
Cash flow Statements

http://www .zacks.com/stock/research/CNL/company-reports

N Veck;rVesﬁ

Video

Funds Earnings Screaning Financs Portfolio Edusation Services

Cleco Corp New: (NYSE: CNL)
$45.60 0.08 (0.20%)  Volume 40,091

ZACKS RANK: 3-HOLD i
!D [_r ...... .
bk bl d

Get Full Company Report for: Enter Symbol

Jun 03 10:37 AMET

Full Company Report

Cleco Cormp. 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
westemn 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.

GENERAL INFORMATION
CLECO CORP

2030 DONAHUE FERRY ROAD
PINEVILLE, LA 71361-5000

Phone: 3184847400

Fax: 318-484-7777

Web: hitp:/ivww.cleco.com

Email: Tom.Miller@cleco.com

Industry UTIL-ELEC PWR
Sector Utilities
Fiscal Year End December
Last Reported Quarter 03/312013
Next EPS Date 08/06/2013

PRICE AND VOLUME INFORMATION

Zacks Rank k.
Ygsterday's Close X Wi5£1
52 Week High 49.52
52 Week Low 38.46 R B
Beta 0.44 L 5
20 Day Moving Average 180,900.95 . )
Target Price Consensus 48.63 ane
% Price Change 1a G482
4 Week -8.47
12 Week 2.45 % Price Change Relative to S&P 500
YTD 14.80
4 Week -8.37
Share Information 12 Week 2.98
YTD 0.05
Shares Outstanding millions) 60.88
Market Capitalization (milions) 2,770.88 Dividend Information
i 5.10
Sher Rafio Dividend Yield 3.19%
i 05/22/01
Last Spit Date 2 Annual Dividend $1.45
PayoutRatio 0.54
Change in Payout Rdio 0.03
Last Dividend Payout/ Amount 05I03/2013 _/ $0.36
EPS INFORMATION CONSENSUS RECOMMENDATIONS
Cument Quarter EPS Consensus Estimate 0.67 Current (1=Strong Buy, 5=Strong Sell) ) 2.00


http://Zacks.com
mailto:Tom.MilIer@cleco.com
http://www.zacks.com/stock/research/CNL/company-reports

CNL: CLECO CORP - Full Company Report - Zacks.com Page 2 of 2

Current Year EPS Consensus Estimate ubseribe. 28 he TriaP DASAR Gt Gunte.on Seamh Keywod 2.00
Estimated Long-Term EPS Growth Rate 8.00 60 Days Ago 2.08ub
Next EPS Report Date 08/06/2013 90 Days Ago 2.00
FUNDAMENTAL RATIOS
P/E EPS Growth Sales Growth
Current FY Estimate 18.02 vs. Previous Year 4.76% vs. Previous Year 8.17%
Trailing 12 Months 18.28 vs. Previous Quarter 22.22% vs. Previous Quarter 3.23%
PEG Ratio 225
Price Ratios ROE ROA
Price/Book 1.84 03-31-13 10.13 033113 3.70
Price/Cash Flow 8.87 12-31-12 10.14 123112 3.68
Price / Sales 2.74 09-30-12 10.63 09-30-12 3.83
Current Ratio Quick Ratio Operating Margin
03-31-13 1.68 03-31-13 1.24 03-31-13 ’ 14.93
-12 1.52 12-31-12 1.16 123112 15.
Fundamental and 123 04
technical analysis 093012 148 09-30-12 112 0930-12 15.47
of 16,500 stocks
evaryday. Net Margin Pre-Tax Margin Book Value
0331413 15.89 03-31-13 2231 03-31-13 2479
123112 16.47 12-31-12 2304 12-31-12 24.69
09-30-12 17.13 09-30-12 2549 09-30-12 2474
Inventory Turnover Debt-to-Equity Debt to Capital
03-31-13 412 03-31-13 0.87 03-31-13 46.55
12-31-12 3.98 12-31-12 0.84 123112 45.61
09-30-12 4.18 09-30-12 0.82 09-30-12 4517

Quick Links

Serv%ces My Account Resources Follow Us
Marage Account Help i
Update Profils FAOS
Subscoriptions tasire
ces Privacy Policy
Login/Passwerd Heip Performance RSS
Ungrade t¢ Premiugn Sita b You Tube
Zacks Research is Reported On: Zacks Investment Research ~
is an A+ Rated BBB )

Accredited Business.

b
{BRB
=l

At the center of everythmgwe do isa strong commitment to indeperdent research and sharing its profitable discoveries with investors. This dedication to givng investors a trading
advantage led to the areation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 80 with an average gain of +26% per year. These retums cover a
period from 1986-2011and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performance for information about the performance numbers displayed above.

NYSE and AMEX data is & least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.

http://www.zacks.com/stock/research/CNL/company-reports 6/3/2013
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ANALYZE ANY STOCK

Our Research, Your Suceess,
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Overview Quote
Real Time Quotes
Option Chain
Options Greek Montage

NEWS
Zacks Commentary
Company News

ESTIRIATES
Detailed Estimates

OHART
Comparative
Interactive Chart
Price and Consensus
12 month EPS
Price & EPS Surprise
Broker Recommendations
Fundamental Charts

RESEAS
Full Company Report

Zacks Equity Research
Earnings Announcements
Brokerage Reports
Comparison to Industry
insiders

Brokerage Recommendations

Annual Report

FINANCIALS
Financial Overview
Income Statements
Balance Sheet
Cash flow Statements

http://www.zacks.com/stock/research/EDE/company-reports

M VectorVest Vcctor\’est

Funds Earnings Finance Portfolic Education Yiden Services

Bcreening

Empire Dist Elec Co: (NYSE: EDE)
$21.75 0.02 {0.09%)  Volume 39,637

ZACKS RANK: 2-BUY>$

Jun 03 10:40 AMET

Full Company Report Get Fult Company Report for: Enter Syrnbot o

The Empire District Electric Company is an operating public utility engaged in the generation, purchase, transmission,
distribution and sale of electricity in parts of Missouri, Kansas, Okiahoma and Arkansas. The Company also provides water
service to several towns in Missouri.

GENERAL INFORMATION
EMPIRE DISTRICT

602 JOPLIN ST

JOPLIN, MO 64802

Phone: 4176255100

Fax: 4176255146

Web: http://wnww.empiredistrict.com
Emaik: jwatson@empiredistrict. com

Industry UTIL-ELEC PWR

Sector Utilittes

Fiscal Year End December

Last Reported Quarter 03/31/2013

Next EPS Date 07/25/2013

PRICE AND VOLUME INFORMATION

Zacks Rank P [EDE] 30-Day Uosing Prices

&k

Yesterday's Close 21.73

52 Week High 23.35 g

52 Week Low 19.59

Beta 0.56

20 Day Moving Average 122,061.15

Target Price Consensus 23.00

% Price Change V3L

4 Week -4.90

12 Week 093 % Price Change Relative to S&P 500

Y1p .80 4 Week £.83

Share Information 12 Week 442
YTD -5.44

Shares Outstanding {millions) . 42.41

Market Capitalization (milions) 921.59 Dividend Information

Short Ratio 627 Dividend Yield 4.60%

1it Dat ot . S

Last Split Date 01/30/92 Annual Dividend $100
PayoutRatio Q.72
Change in Payout Ratio » o 022
Last Dividend Payout/ Amount 02/27/2013 / $0.25

EPS INFORMATION CONSENSUS RECOMMENDATIONS

Cument Quarter EPS Consensus Estimate 026 Cument (1=Strong Buy, 5=Strong Sell) 3.00


http://Zacks.com
http:lIwrwv
http://empiredistric!.com
http://www

Quick Links

Services

Fundamental and
technical analysis
of 16,500 stocks =~

Services

EDE: EMPIRE DISTRICT - Full Company Report - Zacks.com Page 2 of 2
Current Year EPS Consensus Estimate Subsaibe. 1?%@ 'i‘;;’}p DQYEAQR L (e Gunte.or Search Kevwad 3.00
Estimated Long-Term EPS Growth Rate 3.00 60 Days Ago 3.08ub
Next EPS Report Date 07/25/2013 90 Days Ago 3.00
FUNDAMENTAL RATIOS
P/E EPS Growth Sales Growth
Current FY Estimate 16.78 vs. Previous Year 30.43% vs. Previous Year 8.86%
Trailing 12 Months 15.76 vs. Previous Quarter 30.43% vs. Previous Quarter 30.85%
PEG Ratio 5.26
Price Ratios ROE ROA
Price/Book 1.27 03-31-13 8.18 033113 279
Price/Cash Flow 7.27 12-31-12 7.87 123112 269
Price / Sales 1.66 09-30-12 7.80 09-30-12 268
Current Ratio Quick Ratio Operating Margin
03-31-13 1.44 03-31-13 0.99 03-31-13 10.55
12-31-12 1.46 12-31-12 0.94 123112 1027
09-30-12 0.81 09-30-12 0.50 09-30-12 976
Net Margin Pre-Tax Margin Book Value
033113 10.55 03-31-13 16.69 0331413 17.06
123112 10.27 12-31-12 16.11 123112 16.92
09-30-12 9.76 09-30-12 15.89 09-30-12 16.93
Inventory Turnover Debt-to-Equity Debt to Capital
033113 5.79 03-31-13 0.96 03-31-13 4887
123112 543 12-31-12 0.96 123112 48.07
093012 5.51 09-30-12 0.83 09-30-12 4531

(AT - - R
Resources Client Support Fallow Us
Help Condact Us Fa
FAQs Share Feadback
Disciosure

Apout Lacks
Frivacy Folioy
Performance
Sites Map

suag FOrbes INVESTORS... iy

Jo—

Zacks investment Research %

is an A+ Rated BBB P A
13

Accredited Business. ‘gaa

Co

£ 2013 Zacks Investiment Research

At the center of everything we do is a strong commitment to indeperdent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the areation of our proven Zacks Rank stock-rating system. Since 1986 it hasnearly tripled the S&P 80 with an average gain of +26% per year. These retums cover a
period from 1986-2011and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performance for information about the performance numbers displayed above.

NYSE and AMEX data is @ least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.

http://www.zacks.com/stock/research/EDE/company-reports

6/3/2013
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Furds Earnings Screening Finance

Firstenergy Corp: (NYSE: FE)
$39.35 0.34 (0.88%)  Volume 1,160,824

Froe Tral

Page 1 of 3

et Quete or Search Keyword

——————————————

Portiotio Education

Video

Sub

Bervices

ZACKS RANK: 3-HOLD &

Jun 03 10:41 AMET

Full Company Report

[

Get Full Company Report for: £nter Symioi

FirstEnergy Corp. is a diversified energy services holding company as the result of the merger of Ohio Edison Company and
Centerior Energy Corporation. FirstEnergy companies provide electricity and natural gas services and a wide array of energy-
related products and services. FirstEnergy's four electric utility companies, Ohio Edison and its Pennsylvania Power subsidiary,
The Hluminating Company and Toledo Edison, serve customers in northermn and central Ohio and westem Pennsylvania.

(Company Press Release)

GENERAL INFORNMATION
FIRSTENERGY CP

76 SOUTH MAIN ST

AKRON, OH 44308-1880

Phone: 330-761-7837

Fax: 330-384-3866

Web: hitp:/fwww firstenergycorp.com
Email: firstenergy@amstock.com

Industry UTIL-ELEC PWR
Sector Utilities
Fiscal Year End December
Last Reported Quarter 031312013
Next EPS Date 08/06/2013

PRICE AND VOLUME INFORMATION

Zacks Rank i
Yesterday's Close 39.01
52 Week High 51.14
52 Week Low 38.26
Beta 0.39
20 Day Moving Average 3,442875.50
Target Price Consensus 44.06
% Price Change

4 Week -15.31
12 Week -4.29
YTE_) R -6.39
Share Information

Shares Qutstanding (millions) 418.2
Market Capitalization (milhons) o la}jigl
ShotRatio , B 403
Last Split Date ) NA

http://www.zacks.com/stock/research/FE/company-reports

fiay Closing Prices

% Price Change Relative to S&P 500

4 Week '1,7:03
12 Week -9.37
YTD -11.76
Dividend Information

Dividend Yield 5.64%
Annual Dividend $2.20
PayoutRatio ) 0.67
Change in Payout Raio e 0.08
Last Dividend Payout/ Amount 05/03/2013 1 $0.55


http://Zacks.com
http://www.firstenergycorp.com
mailto:firstenergy@amstock.com
http://www.zacks.com/stock/researc

FE: FIRSTENERGY CP - Full Company Report - Zacks.com

Eundamental and

technical analysis

of 16,500 stocks
everyday,
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Page 2 of 3

Quick Links

Services
Premivm Sen

Subsetiptions
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Performance
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EPS INFORMATION Subscribe  Frae ir&o%l@EhfsusTﬁmW&g}v@@S ........ :
Sub
Current (1=Strang Buy, 5=Strong Sell .75
Cument Quarter EPS Consensus Estimate 0.52 urent ong Buy, §=Strong Sel) 2
) 30 Days Ago 275
Current Year EPS Consensus Estimate 2.9
. 60 Days Ago 277
Estimated Long-Term EPS Growth Rate 0.60
90 Days Ago 277
Next EPS Report Date 08/06/2013
FUNDAMENTAL RATIOS
P/E EPS Growth Sales Growth
Current FY Estimate 13.05 vs. Previous Year 7.32% vs. Previous Year -8.56%
Trailing 12 Months 11.97 vs. Previous Quarter -5.00% vs. Previous Quarter 6.54%
PEG Ratio 2175
Price Ratios ROE ROA
Price/Book 1.25 03-31-13 10.26 033113 276
Price/Cash Flow 5.38 12-31-12 10.40 1231412 285
Price / Sales 1.06 09-30-12 10.32 09-30-12 289
Current Ratio Quick Ratio Operating Margin
033113 0.49 03-31-13 0.37 03-31-13 8.83
1231412 0.50 12-31-12 0.38 123112 8.81
0930-12 063 09-30-12 0.48 0930-12 8.56
Net Margin Pre-Tax Margin Book Value
033113 428 03-31-13 7.19 033113 31.08
123112 4.89 12-31-12 8.65 123112 31.31
09-30-12 6.29 09-30-12 10.52 093012 32.16
Inventory Turnover Debt-to-Equity Debt to Capital
03-31-13 7.42 03-31-13 1.22 03-31-13 54.88
123112 7.49 12-31-12 1.16 123112 53.69
09-30-12 8.24 09-30-12 1.16 09-30-12 53.74
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Full Company Report

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: 816-556-2992

Web: hitp:/fwww greatplainsenergy.com
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% Price Change GEeFE-1R
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Yo 147 4 Week -7.17

Share Information 12Week -4.97
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Market Capitalization (milions) 3,465.69 Dividend Information
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Shott Ratio 4 Dividend Yield 3.85%
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Full Company Report

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 m?“@
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Phone: 8085435662
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N Vector"%ﬁt
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PRICE AND VOLUME INFORMATION
Zacks Rank Feo
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20 Day Moving Average 34834494 G L
Target Price Consensus 27.40 285
% Price Change A
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12 Week ) ) 4.21 % Price Change Relative to S&P 500
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Share Information T2week . 929
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Shargs Outstanging {miflions) ) ) o ?8.47 e
Market Capitalzation (milions) . 2,576.91 Dividend information
hort Rati 12.
Short Ratio 20 Dividend Yield 4.74%
Last Split Dat 06/14/04 i e
Payout Ratio 077
Change in Payout Ratio 018
gast Dividend Payout/ Amount 05/20I2013 1%0.31
EPS INFORMATION CONSENSUS RECOMMENDATIONS
Current Quarter EPS Consensus Estimate 0.40 Current (1=Strong Buy, 5=Strong Sell) 3.00
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PEG Ratio 385
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Option Chain o
Options Greek Montage Full Company Report Get Full Company Report for: £nter Symbol m;
NEWS 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.
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Share Information 12 Week 570
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30 Days Ago 2.40
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90 Days Ago 2.00
Next EPS Report Date 08/08/2013 y2og
FUNDAMENTAL RATIOS
P/IE EPS Growth Sales Growth
Cument FY Estimate 14.31 vs. Previous Year 34.00% vs. Previous Year 9.86%
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Vs LR HERE Price Ratios ROE ROA
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123112 1562 12-31-12 18.05 123112 35.15
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OTTER TAIL's primary business is the production, transmission, distribution and sale of electric energy. The Company, through
its subsidiaries, is also engaged in other businesses which are referred to as Health Services Operations and Diversified

Operations.

GENERAL INFORMATION
OTTER TAIL CORP
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FERGUS FALLS, MN 56538-0496
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Sector Utilities
Fiscal Year End December
Last Reported Quarter 031312013
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PRICE AND VOLUNME INFORMATION
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20 Day Moving Average 103,432.20
Target Price Consensus 28.33
% Price Change

4 Week . .. ..olest

12 Week - -8.26
YTD 10.48
Share Information

Shares Outstanding (mittions) 36.17
Market Capitalzation (milions) 988.14
Short Ratio 247
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EPS INFORMATION
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Dividend Information
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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: 202-331-6874

Web: http://www.pepcoholdings.com
Email: investor@pepcoholdings.com

Industry UTIL-ELEC PWR
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Fiscal Year End December
Last Reported Quarter 03/31/2013
Next EPS Date 08/06/2013

PRICE AND VOLUME INFORMATION

Zacks Rank i

Yesterday's Close 20.77
52 Week High 2272
52 Week Low . 18.67
Beta . o8
20 Day Moving Average 2,158,065.50
Target Price Consensus 21.00
% Price Change

4 Week -7.89

12 Week 2.01

YTD ) ) 7.19
Share Information

Shares Outstanding {mitlions) 230.07
Market Capitalization (milions} ) 4,778.62
Short Ratio ] . 4®

LastSpitDate NA

EPS iNFORMATION

Cumrent Quarter EPS Consensus Estimate ] 0.24
Current Year EPS Consensus Estimate 1.14

http://www.zacks.com/stock/research/POM/company-reports

THE END OF THE
“MADE-IN-CHINA” ERA

“The 21st century industnial revolution nas already
bagun Al because of an incredible invention that's
mada in Amenca,

Buginess insider calis it “the next frifion doliar
industry.” The Economist compares #5 impact to the
steam engine and the pnnting prass. And schriclogy
guparts - ke the guys who brought you the BIW
I-series, e F-30 fighter jet. and AMMazon.com ~
hink ¥ could be "nigger than the internel.”

A neny invastmant video reveals the impossible (bet
realy technology thet could make you Ipossibly
rich. Watch # sow, befors the skeptice on Wall Street
wise up and start jocking for their piece of the action.
Lok hers to sea the sutprise anding

BB G g 8 e WETLEY S

-Uay Tlosing Prices

3G

% Price Change Relative to S&P 500

4 Week -9.77
12 Week ) -3.40
YTD e -8.40

Dividend Information

Dividend Yield ] 5.20%
Agngal Dividend o ) $1.qs
PayoutRatio ] 094
Change in Payout Raio 007

Last Dividend Payout / Amount 03/07/2013/$0.27

CONSENSUS RECOMMENDATIONS

Curent (1=Strong Buy. 5=Str0ngSeII)v ] 260
30 Days Ago 260
6/3/2013
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iy Account

Estimated Lorg-Term EPS Growth Rate subsatibe. 2fe 11:80 Days,Aga _GerQuote.or Search Keyward 2-§0
Next EPS Report Date 08/06/2013 90 Days Ago 2.68ub
FUNDAMENTAL RATIOS

P/E EPS Growth Sales Growth

Current FY Estimate 18.29 vs. Previous Year -20.00% vs. Previous Year -34.06%
Trailing 12 Months 18.06 vs. Previous Quarter 26.32% vs. Previous Quarter -24.87%
PEG Ratio 3.18

Price Ratios ROE ROA

Price/Book 112 03-31-13 6.06 03-31-13 1.70
Price/Cash Flow 86.52 12-31-12 6.28 123112 1.79
Price / Sales 103 Q9—30~12 6.09 093012 ) 175
Current Ratio Quick Ratio Operating Margin

033113 0.53 9§-31-1 3 0.47 03-31-13 573
123112 0.49 _1?-31-12 0.43 123112 545
09-30-12 0.74 09-30-12 0.66 08-30-12 515
Net Margin Pre-Tax Margin Book Value

03-3113 -4.59 03-31-13 1.55 033113 18.59
123112 561 12-31-12 8.68 123112 19.38
0930-12 5.04 08-30-12 7.82 09-30-12 19.45
Inventory Turnover Debt-to-Equity Debt to Capital

0331143 22.46 03-31-13 0.99 033113 49.68
12-31-12 2364 12-31-12 0.90 12-31-12 §7.27
09-30-12 25.54 09-30-12 1.00 0830-12 49.98
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Zacks investment Research
is an A+ Rated BBB
Accredited Business.

At the cenfer of everything we dois a strong commitment to indeperdent research and sharing its profitable discoveries with investors. This dedication to givng investors a trading
advantage led to the areation of our proven Zacks Rank stock-rating system. Since 1986 it hasnealy tripled the S&P 80 with an average gain of +26% per year. These retums cover a
period from 1986-2011and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performance for information about the performance numbers displayed above.

NYSE and AMEX data is & least 20 minutes dedayed. NASDAQ data is at least 15 minutes delayed.

http://www.zacks.com/stock/research/POM/company-reports
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Pinnacle West Capital Corp: (NYSE: PNW)

ZACKS RANK: 2-8UY 1B
$56.58 0,10 {0.17%) ;

e L]

Get Full Company Report for: Enter Symibol Qﬁ

Volume 193,916

Jun 03 10:47 AMET

Full Company Report

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, APS Energy Services and
Pinnacle West Energy.

GENERAL INFORNMATION
PINNACLE WEST

400 NORTH FIFTH STREET MS8695
PHOENIX, AZ 85004

Phone: 6022501000

Fax: 602-379-2625

Web: hitp://www pinnaciewest.com
Email: rhickman@pinnaclewest.com

Industry UTIL-ELEC PWR

Sector Utilities

Fiscal Year End December

Last Reported Quarter 03/31/2013

Next EPS Date 08/08/2013

PRICE AND VOLUME INFORMATION

Zacks Rank - [FhY] 36-Day Cosing Prices

20 4r

Yesterday's Close ... 5648 ot on

52 Week High 61.89 E

52 Week Low 48.73

Beta 0.51 o

20 Day Moving Average 788,806.75 eva

Target Price Consensus 58.33

% Price Change 655- 51 -1

4 Week -6.68

12 Week -0.96 % Price Change Relative to S&P 500

YD 118 4 Week 8.57

Share Information 12 Veek 622
YTD -2.20

Shares Outstanding gmillions) 109.76 b

Market Capitalization (mliions) 6,199.02 Dividend Information

Short Ratio ) 3.14 Dividend Yield 3.86%

Last Split Date NA Annual Dividend ’ $2.18
Payout Ratio ) B 0.58
Change in Payout Ratio -0.21
Last Dividend Payout / Amount 04/29/2013 / $0.55

EPS INFORMATION CONSENSUS RECOMMENDATIONS

Current Quarter EPS Consensus Estimate ) 1.07 Current (1=Strong Buy, 5=Strong Self) ) 3.00

6/3/2013
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Page 2 of 2

Cunent Year EPS Consensus Estimate Sutscribe. . S8e 1180 DaY3A90 L GerGunte o Search Keyword 3.00
Estimated Long-Term EPS Growth Rate 410 . B0DaysAge 3.08ub
Next EPS Report Date 08/08/2013 90 Days Ago 3.00
FUNDAMENTAL RATIOS
P/E EPS Growth Sales Growth
Current FY Estimate 16.71 vs. Previous Year 414.28% vs. Previous Year 10.64%
Traiting 12 Months 14.90 vs. Previous Quarter -8.33% vs. Previous Quarter -0.93%
3.80
Price Ratios ROE ROA
Price/Book 149 03—31-13 10.27 0331-13 3.14
»P_r}ioe/Cash Flow 824 _12_—31-12 9.65 123112 291
Price / Sales 1.84 99@012 9.38 0%0-12 281
Current Ratio Quick Ratio Operating Margin
03-31-1 3 0.98 03-31-13 0.69 0331413 12.45
o 0.93 12-31-12 0.70 12-31-12 11.
 Fundamental and 2
technical analysis 0930-12 116 09-30-12 0.89  0930-12 11.36
of 16,500 stocks
‘ | Net Margin Pre-Tax Margin Book Value
03-31-13 12j30 03-31-13 20.96 03-31-13 37.83
123112 1155 12-31-12 19.88 12-31-12 37.40
09-30-12 11.34 09-30-12 18.23 09-30-12 38.21
Inventory Turnover Debt-to-Equity Debt to Capital
033113 7.58 Q§-31-1 3 0.80 03-31-13 4431
123112 7.62 12-31-12 0.78 123112 43 .81
09-30-12 7.78 09-30-12 0.80 09-30-12 4437
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i 2013 Zacks investmernt Resesch

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the areation of our proven Zacks Rank stock-rating system. Since 1986 it hasnearly tripled the S&P 50 with an average gain of +26% per year. These retums cover a
period from 1986-2011 and were examined andattested by Baker Tilly, an independent accounting firm

Visit performance for i ion about the

isplayed above.

NYSE and AMEX data is & least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed

http://www.zacks.com/stock/research/PN W/company-reports
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POR: PORTLAND GEN EL - Full Company Report - Zacks.com Page 1 of 2

Subseribe Free Tral  Signin Gal Ducle or Ssarch Keyword

ZACKS

Gur Research. Your SUccess,

Home Siocks Funds Earnings Bereening Finance Partfolic Edusation Vidan Services
QUG ! . . i
: Portland General Electric Co: (NYSE: POR) ZACKS RANK: 28U 13
Overview Quote - —
Real Time Quotes $30.63 0.19 {0.61%} Volume 163,076 Jun 03 10:47 AMET @ D i
Option Chain -
Options Greek Montage Full Company Report Get Full Company Report for: Enter Symbol §_€5_g§
NEWS 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

Zacks Commentary generates power from a diverse mix of resources, including hydropower, coal and natural gas. PGE also participates in the

Company News wholesale market by purchasing and selling electricity and natural gas to utilities and energy marketers.
ESTIMATES

SIS GENERAL INFORMATION

Detailed Estimates

PORTLAND GEN EL

CHART 121 SW SALMON ST 1WTC0501

Comparative PORTLAND, OR 97204

Interactive Chart . Phone: 5034647779

Fax: 503-778-5566
Web: http:/Awww portlandgeneral com
Email: investors@pgn.com

Price and Consensus

12 month EPS

Price & EPS Surpnse
Broker Recommendations

ANALYZE ANY
STOGK FREH!

Industr TIL-ELEC PWR
Fundamentai Charts ik y C
Sector Utiliies
RESEARCH
RESEARCH Fiscal Year End December
Full Company Report -
: Last Reparted Quarter 03/31/2013
Zacks Equity Research
Next EPS Date . . 08/06/2013

Eamings Announcements

Brokerage Reports
PRICE AND VOLUME INFORNMATION

Comparison to industry

insiders Zacks Rank @& [POR] 30-Day Cloging Prices
Brokerage Recornmendations A
g Yesterday's Close 30.44 |

Annual Report A 355 -

52 Week High o 32.91 Y
FINANGIALS 52 Week Low 2486 33 o ;

Financial Overview Beta 060 o

Income Statements 364.910.59 : .
20 Day Moving Averaqe 910, sved i S

Balance Sheet y Young Avereg
Target Price Consensus 32.58

Cash flows Statements

% Price Change

4 Week . -5.85
12 Week 0.50 % Price Change Relative to S&P 500
YT 12.68
D 4 Week -7.76
Share Information 12 Week 483
YTD -1.82
Shares Outstanding millions) 75.56 S
Market Capitalization (milions) 2,299.96 Dividend Information
i 3.03
Shot Rafio , Dividend Yield 3.55%
i NA
Last Spiit Date Annual Dividend v $1.08
Payout Ratio .58
Change in Payout Ratio -0.04
Last Dividend Payout/ Amount 03/21/2013 /$0.27
EPS INFORMATION CONSENSUS RECOMMENDATIONS
Cument Quarter EPS Consensus Estimate 0.31 Cument (1=Strong Buy, 5=Strong Sell) 2.56

http://'www.zacks.com/stock/research/POR/company-reports 6/3/2013
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POR: PORTLAND GEN EL - Full Company Report - Zacks.com

Page 2 of 2

Cument Year EPS Consensus Estimate Suhscrbe.. %o Tre0 Piy%égg LGt Gunte or Searh Keyword 2Av50
Estimated Long-Term EPS Growth Rate 5.90 60 Days Ago 2.58ub
Next EPS Report Date 08/06/2013 90 Days Ago 2.56
FUNDAMENTAL RATIOS
P/IE EPS Growth Sales Growth
Current FY Estimate 15.85 vs. Previous Year 0.00% vs. Previous Year -1.25%
Trailing 12 Months 16.28 vs. Previous Quarter 71.05% vs. Previous Quarter 2.16%
PEG Ratio 2,69
RNAI_YZE AHY Price Ratios ROE ROA
s-l.acx m[ﬂ Price/Book 1.31 03-31-13 8.16 033113 247
o Price/Cash Flow 5.91 12-31-12 8.24 12-31-12 246
| 3 CUCKHERE )
it Price / Sales 1.28 09-30-12 8.38 9930»12 2.47
Current Ratio Quick Ratio Operating Margin
033113 1.23 03-31-13 1.06 033113 7.84
. 123112 1.19 12-31-12 1.04 1231412 R
Fundamentaland 8
tochnical 3na]y5§s 09-30-12 1.21 09-30-12 1.08 09-30-12 7.80
of 16,500 stocks
evaryday. ‘ Net Margin Pre-Tax Margin Book Value
03-31-13 7.84 03-31-13 11.40 03-31-13 23.27
123112 7.81 12-31-12 11.30 12-31-12 22.90
09-30-12 7.80 09-30-12 10.98 09-30-12 22.76
Inventory Turnover Debt-to-Equity Debt to Capital
03-31-13 1.9 03-31-13 0.87 03-31-13 46.63
123112 11.82 12-31-12 0.89 12-31-12 47.03
09-30-12 12.32 09-30-12 0.89 09-30-12 47.19
Ciuick Links
Sarvices My Account Rasources Chiant Support Follow Us
Y v Hedp Contact Us Face 3
FAGS Twitter
Linkadin
Advertise RS
Media You Tube
Zacks Research is Reported On: Zacks investment Research
‘ iad is an A+ Rated BBB
YAHOO! ey RElGa e INVESTORS o

masoen Forbes

I e Bt

Accredited Business.

e 20

FSRATH

At the center of everythingwe dois a strong commitment to indeperdent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the areation of our proven Zacks Rank stock-rating system. Since 1986 it hasnearly tripled the S&P 90 with an average gain of +26% per year. These retums cover a
period from 1986-2011and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performarce for information about the performance numbers displayed above

NYSE and AMEX data is & least 20 minutes delayed. NASDAQ data is at least 15 minutes deiayed.

http://www.zacks.com/stock/research/POR/company-reports

6/3/2013
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Subscribe  Free Yrial  Signin Get Quele or Search Keyword
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ANALYZE ANYSTOC
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M VectorVest
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Our Research, Your Success.,

Homs Stocks
QUGTES

Qverview Quote

Real Time Quotes

Option Chain

Options Greek Montage

NEWS
Zacks Commentary
Company News

FREE'

Funds Earpings Screening Finance Partfolio gducation Yideo Services
Southern Co: (NYSE: SO) ZACKS RANK: 30LD
$43.88 £.02 {-4.08%)  Volume 2,848,248 Jun 03 10:48 AM ET

Get Full Company Report for: Enier Symibni

Full Company Report

Southern Energy acquires, develops, builds, owns and operates power production and delivery facilities and provides a broad
range of energy-refated services to utilities and industrial companies in selected countries around the world. Southemn Energy
businesses include independent power projects, integrated utilities, a distribution company, and energy trading and marketing
businesses outside the southeastern United States.

ESTIMATES
Detailed Estimates

GENERAL INFORMATION
SOUTHERN CO

30 IVAN ALLEN JR. BLVD. N.W.
ATLANTA, GA 30308

Phone: 4045065000

Fax: 404-506-0945

Web: hitp://www southemco.com
Email: dstucker@southernco.com

CHARY
Comparative
Interactive Chart

ANALYZE ANY
STOCK FREEL

Price and Consensus

12 month EPS

Price & EPS Surprise
Broker Recommendations

Indi UTIL-ELEC PWR
Fundamental Charts ndustry C
Sector Utilities
RESEARCH Fiscal Year End December
Full Company Report
. Last Reported Quarter 03/312013
Zacks Equity Research
Next EPS Date 077242013

Earnings Announcements

Brokerage Reports
PRICE AND VOLUME INFORMATION

Comparison to Industry

Insiders Zacks Rank i [503] Z0-Day Closing Prices
Brokerage Recommendations e
Yesterday's Close 43.90
Annual Report PR S
52 Week High 48.74 D
FINANGIALS 52 Week Low 4175 o
£ il .
inancial Overview Beta 025
Income Statements A a 20,00 A% 1
Balance Sheet 20 Day Moving Average ,501.220.
Cash flow Statements Target Price Consensus 47.83 3.8
% Price Change 5311
4 Week -7.05
12 Week -3.28 % Price Change Relative to S&P 500
YTD ) 3.08 4 Veek 894
Share information 12 Week -8.41
YTD -8.72
Shares Outstanding {miflions) 868.97
Market Capitaization (miliions) 38,147.78 Dividend Information
Short Ratio 3.98 Dividend Yield 462%
Last Split Date 03/01/94 Annual Dividend S 5203
Payout Ratio B Q.72
Change in Payout Ratio -0.03
Last Dividend Pa/Ou_t/Amount 05/02/20’0 I,§9'51
EPS INFORMATION CONSENSUS RECOMMENDATIONS
Current Quarter EPS Consensus Estimate 069 Current (1=Strong Buy, 5=Strong Sell} 3.00
http://www .zacks.com/stock/research/SO/company-reports 6/3/2013


http://Zacks.com
http:/M.southemco
mailto:dstuCker@southernco.com
http://www

SO: SOUTHERN CO - Full Company Report - Zacks.com

Fundamental and
technical analysis
af 16 500 smcks

Page 2 of 2
Cument Year EPS Consensus Estimate Subscrbe... 2H e Trisd Days49n Gt nant o Seareh e 300
Estimated Long-Term EPS Growth Rate 4.80 60 Days Ago 3.18ub
Next EPS Report Date 07/242013 90 Days Ago 3.14
FUNDAMENTAL RATIOS
P/IE EPS Growth Sales Growth
Current FY Estimate 15,97 vs. Previous Year 16.67% vs. Previous Year 8.25%
Trailing 12 Months 16.08 vs. Previous Quarter 11.36% vs. Previous Quarter 5.24%
PEG Ratio 335
Price Ratios ROE ROA
Price/Book 211 03-31-13 13.17 033113 3.86
Price/Cash Flow &55 12-31-12 12.89 123112 3.81
Price / Sales ) _2_.27 09-30-12 12.43 09-30-12 3.70
Current Ratio Quick Ratio Operating Margin
03-31-13 0.92 03-31-13 0.50 03-31-13 14.30
12-31-12 0.88 12-31-12 0.48 123112 14.18
08-30-12 1.02 08-30-12 0.63 09-30-12 13.55
Net Margin Pre-Tax Margin Book Value
9?-_;1-13 1264 03-31-13 19.57 03-31-13 20.76
123112 1451 12-31-12 2267 123112 20.93
083012 13.78 09-3012 21.10 09-30-12 21.31
Inventory Turnover Debt-to-Equity Debt to Capital
03-31-13 3.58 03-31-13 1.12 03-31-13 51 40
1231412 360 12-31-12 1.05 123112 49.86
09-30-12 4.67 09-30-12 1.02 09-30-12 49.01
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rt Rasearch

At the center of everything we do is a strong commitment to indeperdent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearty tripled the S&P 90 with an average gain of +26% per year. These retums cover a
period from 1986-2011and were examined andattested by Baker Tilly, an independentaccounting firm

Visit performance for

about the p

displayed above.

NYSE and AMEX data is & least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.
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CHART
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RESEARCH
Full Company Report
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Annual Report

FINANCIALS
Financial Overview
Income Statements
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Cash flow Statements
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Funls Earnings Sereening Finance Portfolio Edusation Video Bervives

Western Energy Inc: (NYSE: WR)
$31.62 .48 {-0.32%;  Volume 324,174

ZACKS RANK: 2-BUY 17

LIl

Get Full Company Report for: Enter Symbol Q»C)

Jun 03 10:48 AMET

Full Company Report

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 tervitory.

GENERAL INFORMATION
WESTAR ENERGY

818 S KANSAS AVE

TOPEKA, KS 66601

Phone: 785-575-6300

Fax: 785-575-1796

Web: hitp:/Avww westarenergy .com
Email: ir@westarenergy.com

Industry UTIL-ELEC PWR
Sector Utilities
Fiscal Year End December
Last Reported Quarter 03/31/2013
Next EPS Date 08/06/2013

PRICE AND VOLUME INFORMATION

Zacks Rank ik [WR} 30-Day Closing Prices

Yesterday's Close 3172 N

52 Week High 34.96 o .

52 Week Low 2733

Beta 0.55

20 Day Moving Average gag8B50 . .

Target Price Consensus 36.00

% Price Change a5

4 Week M-?.47

12 Week 022 % Price Change Relative to S&P 500

YTD 11.39

....... S - 4 V\bek _935

Share Information 12 Week -5.09
YTD -2.18

Shares Outstanding millions) 126.78

Market Capitalization (milions) 4,021.46 Dividend Information

hoit Rati X
Shot Ratio - 42 Dividend Yield 429%
st Split Dat N ) ’

Last Spit Date . N2 Annual Dividend $1.36
PayoutRatio 0.58
thr)ge in Payout Ratio ; 024
Last Dividend Payout / Amount 03/07/2013 / $0.34

EPS INFORMATION CONSENSUS RECOMMENDATIONS

Cument Quarter EPS Consensus Estimate ) 0.45 Curmrent (1=Strong Buy, 5=Strong Sell) o ) 2.00
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Vectdr"es ,
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Current Year EPS Consensus Estimate Sunseribe. . 2%be Trd0 DQY%A,QR LGet Gunta.or.Search Keyward 2-90

Estimated Long-Term EPS Growth Rate 5.10 60 Days Ago 2.25ub

Next EPS Report Date 08/06/2013 90 Days Ago 211

FUNDAMENTAL RATIOS

P/E EPS Growth Sales Growth

Current FY Estimate 15.00 vs. Previous Year 90.48% vs. Previous Year 14.83%

Trailing 12 Months 13.56 vs. Previous Quarter 11.11% vs. Previous Quarter 4.28%

PEG Ratio 2.93

Price Ratios ROE ROA

Price/Book 1.38 03-31-13 10.3? 03-31-13 3.24

Price/Cash Flow 6.78 12-31-12 9.68 123112 3.03

Price / Sales 172 09-30-12 8.87 09-30-12 . 279

Current Ratio Quick Ratio Operating Margin

03-31-13 0.86 03-31-13 0.53 03-31—13 12.81

123112 0.76 12-31-12 0.47 1231 -12 12.17

09-30-12 0.92 09-30-12 0.58 09-30-12 11.20

Net Margin Pre-Tax Margin Book Value

033143 12.81 03-31-13 1908 033113 23.06

123112 1217 12-31-12 18‘(12 123112 23.01

09-30-12 11.20 09-3012 1 672 09-30-12 22.95

Inventory Turnover Debt-to-Equity Debt to Capital

03-31-13 4.96 03-31-13 1.12 03-31-13 52.75

12-3112 477 12-31-12 1.0§ 123112 511
4.87 09-30-12 1.08 09-30-12 51.37
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Trade free for 60 days + get up to $600. Limited time offer. Sign up!
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Selected Yields

3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(6/05/13)  (3/06/13) (6/06/12) (6/05/13)  (3/06/13) (6/06/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GCNMA 5.5% 2.31 1.77 1.37
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.68 2.25 2.16
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.27 1.88 1.97
30-day CP (A1/P1} 0.17 0.20 0.30 FNMA ARM 2.13 2.12 2.29
3-month LIBOR 0.27 0.28 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 3.27 3.03 3.40
6-month 0.08 0.10 0.21 Industrial (25/30-year) A 4.26 4.08 4.05
1-year 0.10 0.13 0.32 Utility {25/30-year) A 419 4.07 3.98
5-year 0.64 0.70 1.1 Utility (25/30-year) Baa/BBB 4.60 4.42 438
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.05 0.09 0.08 Canada 2.05 1.85 1.81
6-month 0.07 0.11 0.13 Germany 1.51 1.46 1.34
1-year 0.13 0.15 0.17 lapan 0.85 0.65 0.85
5-year 1.02 0.81 0.73 United Kingdom 2,01 1.96 1.66
10-year 2.08 1.95 1.66 Preferred Stocks
10-year (inflation-protected}  -0.10 -0.64 -0.52 Utility A 5.55 5.40 5.30
30-year 3.24 3.16 2.74 Financial BBB 5.06 5.93 6.52
30-year Zero 3.49 3.42 2.95 Financial Adjustable A 5.33 5.53 5.53
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.84 3.74 3.77
25-Bond Index (Revs) 4.39 4.29 4.73
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.16 0.19 0.21
4.00% _| 1-year A 0.88 0.78 0.93
. 5-year Aaa 1.01 0.80 0.78
5-year A 1.94 1.78 1.74
3.00% — 10-year Aaa 2.21 2.01 1.95
10-year A 3.21 2.89 2.98
2.00% — — 25/30-year Aaa 3.36 3.13 3.47
/ 25/30-year A 5.1 4.82 4.81
1.00% / S Revenue Bonds (Revs) (25/30-Year)
= Current .
_a/ e Yenr-Ano Education AA 4.38 4.21 4.32
0.00% = - & Electric AA 4.53 4.34 14.63
361235 10 30 Housing AA 4.87 4.64 4.69
Mos. - Years Hospital AA 4.62 4.45 4.54
Toll Road Aaa 4.56 4.37 4.38

Source: Bloomberg Finance L.P

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels Average Levels Over the Last...

5/29/13 5/15/13 Change 12 Whks. 26 Wks. 52 Wks.

Excess Reserves 1897054 1823318 73736 1762549 1632938 1544745
Borrowed Reserves 410 422 -12 403 547 1866
Net Free/Borrowed Reserves 1896644 1822896 73748 1762146 1632390 1542879

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)

Recent Levels Anr’l Growth Rates Over the Last...

5/20/13 5/13/13 Change 3 Mos. 6 Mos. 12 Mos.

M1 (Currency+demand deposits) 2533.8 2540.0 -6.2 8.0% 10.1% 12.0%
M2 (M1 +savings+small time deposits) 10541.5 10553.4 -11.9 4.6% 5.2% 6.7%

Source. United States Federal Reserve Bank

©2013 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any iind. 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 i may be reproduced, BRIV R B B LR KRN

resold, stored or transmitted in any printed, efectronic 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
(5/29/13) (2/27/13) (5/30/12) (5/29/13)  (2/27/13) (5/30/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 2.25 1.59 1.32
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.57 2.22 2.15
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.19 1.83 1.97
30-day CP (A1/P1) 0.16 0.21 0.31 FNMA ARM 2.12 2.23 2.32
3-month LIBOR 0.28 0.29 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 3.27 2.99 3.28
6-month 0.08 0.10 0.21 Industrial {25/30-year) A 4.28 4,03 3.98
1-year 0.10 0.13 0.33 Utility (25/30-year) A 4.19 4,03 3.91
5-year 0.64 0.70 1.12 Utility (25/30-year) Baa/BBB 4.51 4.40 4.39
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.03 0.10 0.07 Canada 2.07 1.87 1.80
6-month 0.07 0.13 0.13 Germany 1.53 1.45 1.27
1-year 0.13 0.15 0.17 Japan 0.93 0.67 0.85
5-year 1.04 0.76 0.69 United Kingdom 2.00 1.96 1.65
10-year 2.14 1.88 1.62 Preferred Stocks
10-year (inflation-protected)  -0.14 -0.63 -0.48 Utility A 5.74 5.37 5.32
30-year 3.28 3.08 2.71 Financial BBB 6.34 5.92 6.51
30-year Zero 3.51 3.37 2.93 Financial Adjustable A 5.53 5.53 5.53
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.70 3.74 3.81
25-Bond Index {Revs) 4.30 4.30 4,76
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.17 0.16 0.21
4.00% T-year A 0.82 0.74 0.92
: 5-year Aaa 0.91 0.87 0.80
5-year A 1.84 1.79 1.74
3.00% B 10-year Aaa 2n 2.04 2.00
T 10-year A 3.1 2.90 3.03
2.00% - / /// 25/30-year Aaa 3.28 313 3.51
- - 25/30-year A 5.03 4.83 4.83
1.00% ~ / Revenue Bonds (Revs) (25/30-Year)
— Current .
4/ | Year-Ago Education AA 4.29 4.21 4.35
0.00% =l Electric AA 4.46 4.34 4.66
361235 10 30 Housing AA 4.78 4.64 4.72
Mos.  Years Hospital AA 4.55 4.47 4.56
Toll Road Aaa 4.51 4,37 4.42

Source: Bloomberg Finance L.P

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

M1 (Currency+demand deposits)

M2 (M1 +savings+small time deposits)

Source: United Stutes Federal Reserve Bank

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)}
Recent Levels

Average Levels Over the Last...

5/15/13 5/1/13 Change 12 Wks. 26 Wks. 52 Wks.
1823317 1751983 71334 1722318 1600204 1528214
422 407 15 412 599 2090
1822895 1751576 71319 1721907 1599605 1526124
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)

Recent Levels

5/13/13 5/6/13 Change
2540.1 2540.3 -0.2
10553.4 10540.7 12.7

Ann'l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
8.6% 10.2% 12.4%
4.1% 5.2% 7.0%

© 2013 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 .
1$ NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial internal use. Na part of f may be repraduced, IR IR R I LKL R

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
(5/22/13)  (2/20/13) (5/23/12) (5/22/13)  (2/20/13) (5/23/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 2.19 1.60 1.14
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Cold) 2.36 2.32 2.19
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.99 2.01 1.99
30-day CP (A1/P1) 0.17 0.20 0.31 FNMA ARM 2.12 2.23 2.32
3-month LIBOR 0.27 0.29 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 3.04 3.08 3.39
6-month 0.09 0.10 0.21 Industrial (25/30-year) A 4.20 4.12 4.03
1-year 0.11 0.13 0.33 Utility (25/30-year) A 4.12 4.12 3.98
5-year 0.64 0.70 1.2 Utility (25/30-year) Baa/BBB  4.52 4.45 450
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.03 0.12 0.08 Canada 1.97 2.02 1.88
6-month 0.07 0.13 0.14 Germany 1.43 1.65 1.38
1-year 0.10 0.15 0.19 Japan 0.89 0.75 0.87
5-year 0.89 0.84 0.73 United Kingdom 1.90 2.19 1.77
10-year 2.02 1.99 1.74 Preferred Stocks
10-year (inflation-protected}  -0.26 -0.68 -0.45 Utility A 5.59 5.51 5.32
30-year 3.19 3.18 2.82 Financial BBB 6.22 5.91 6.50
30-year Zero 3.47 3.47 3.03 Financial Adjustable A 5.52 5.52 5.52
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.61 3.72 3.75
25-Bond Index {Revs) 4.25 4.30 4.75
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.16 0.19 0.21
. 1-year A 0.81 0.79 0.91
4.00% S-year Aaa 0.86 0.85 0.80
5-year A 1.79 1.85 1.75
3.00% — g 10-year Aaa 2.05 2.00 1.97
//,/’/ 10-year A 3.05 2.93 3.03
2.00% — " 25/30-year Aaa 3.24 3.15 3.51
/ 25/30-year A 4.99 4.86 4.83
1.00% - L L Current Reverue Bonds (Revs) (25/30-Year)
/ — Education AA 4.28 4.22 435
0.00% _lees==T] Year-Ago Electric AA 4.42 435 465
6 1235 10 30 Housing AA 4.74 4.65 475
Mos.  Yeuars : =
Hospital AA 4.56 4.47 4.56
Toll Road Aaa 4.41 4.37 4.42

Source: Bloomberg Finance L.P.

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

M1 (Currency+demand deposits)
M2 (M1 +savings+small time deposits)

Source: United States Federal Reserve Bank

BANK RESERVES

(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

5/15/13 5/1/13 Change 12 Wks.

984 71335 1722319

1823319 1751
422
1822897 1751

407 15
577 71320 172

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)

Recent Levels

Average Levels Over the Last...

412
1907

5/6/13 4/29/13 Change 3 Mos.
2540.2 25231 17.1 9.8%
10540.2 10535.0 5.2 4.2%

© 2013 Value Line Publishing LLC, Alt rights reserved. Factual material is obtained from sources believed to be reliable and is provided without wamanties 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 transmitied in any printed, electronic or other form, or used tor generating or marketing any printed or electronic publication, sarvice or product.

26 Wks.
1600204

599
1599605

6 Mos.
9.5%
4.4%

52 Wks.
1528214

2090
1526124

Ann’l Growth Rates Over the Last...

12 Mos.
12.7%
6.9%

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
(5/15/13)  (2/13/13) (5/16/12) (5/15/13)  (2/13/13) (5/16/12)
TAXABLE
Market Rates . Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 2.08 1.85 1.13
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.22 2.16 2.09
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.87 1.90 1.87
30-day CP (A1/P1) 0.19 0.21 0.31 FNMA ARM 2.12 2.23 232
3-month LIBOR 0.27 0.29 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 296 3.23 3.36
6-month 0.09 0.10 0.22 Industrial (25/30-year} A 4.13 4.18 4.05
1-year 0.11 0.13 0.33 Utility (25/30-year) A 4,07 4.15 4.00
5-year 0.64 0.70 1.12 Utility (25/30-year) Baa/BBB 442 4.50 4.48
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.03 0.09 0.09 Canada 1.92 2.04 1.92
6-month 0.07 0.12 0.14 Germany 1.38 1.67 1.47
1-year 0.10 0.15 0.18 Japan 0.86 0.75 0.83
5-year 0.80 0.89 0.74 United Kingdom 1.92 2.21 1.88
10-year 1.90 2.04 1.76 Preferred Stocks
10-year (inflation-protected)  _0.40 -0.68 -0.38 utility A 5.47 5.50 5.31
30-year 3.12 3.22 2.90 Financial BBB 6.22 5.92 6.69
30-year Zero 3.41 3.48 3.13 Financial Adjustable A 5.51 5.51 5.52
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.67 3.68 3.71
25-Bond Index {Revs) 4.22 4.29 4.73
5.00% - General Obligation Bonds (GOs)
1-year Aaa 0.17 0.20 0.21
4.00% - T-year A 0.82 0.78 0.95
5-year Aaa 0.85 0.83 0.78
5.year A 1.78 1.83 1.78
3.00% - 10-year Aaa 1.99 1.99 1.92
/ 10-year A 2.99 2.90 3.06
2.00% ~ 25/30-year Aaa 3.19 3.12 3.50
, / 25/30-year A 494 4.83 495
1.00% - y " = Current Revenue Bonds (Revs) (25/30-Year)
Education AA 424 421 430
0.00% JIENE YearAgo Electric AA 437 431 4.60
o123 10 30 Housing AA 4.69 4.68 4.70
' Hospital AA 4.54 4.43 4.56
Toll Road Aaa 4.39 4.36 4.42

Source: Bloomberg Finance L.P

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

M1 (Currency+demand deposits)

M2 (M1 +savings+small time deposits)

Source: United States Federal Reserve Bank

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

Average Levels Over the Last...

5/1/13 417/13 Change 12 Wks. 26 Wks. 52 Wks.
1751987 1793542 -41555 1687300 1571604 1514671
407 397 10 428 666 2320
1751580 1793145 -41565 1686872 1570938 1512351
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

Ann’l Growth Rates Over the Last...

4/29/13 4/22/13 Change 3 Mos. 6 Mos. 12 Mos.
25231 2508.5 14.6 10.1% 8.4% 12.0%
10535.0 10501.4 33.6 4.4% 4.8% 6.9%

© 2013 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed ta 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
(5/08/13)  (2/06/13)  (5/09/12) (5/08/13)  (2/06/13) (5/09/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 2.04 1.83 1.09
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Cold) 213 2.06 2.08
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.86 1.83 1.86
30-day CP (A1/P1) 0.19 0.21 0.32 FNMA ARM 2.12 2.23 2.39
3-month LIBOR 0.28 0.29 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 2.83 3.18 3.34
6-month 0.09 0.10 0.22 Industrial (25/30-year) A 3.96 4.14 4.14
1-year 0.11 0.13 0.33 Utility (25/30-year) A 3.94 4.09 4.07
5-year 0.64 0.70 1.13 Utility (25/30-year) Baa/BBB 4.29 4,45 4,54
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.04 0.07 0.09 Canada 1.81 2.00 1.98
6-month 0.07 0.1 0.14 Germany 1.27 1.63 1.52
1-year 0.10 0.15 0.17 Japan 0.60 0.78 0.85
5-year 0.73 0.85 0.76 United Kingdom 1.77 210 1.90
10-year 1.79 1.98 1.82 Preferred Stocks
10-year (inflation-protected)  -0.52 -0.72 -0.34 Utility A 5.46 5.48 5.31
30-year 2.96 3.18 3.03 Financial BBB 6.20 5.90 6.18
30-year Zero 3.25 3.42 3.27 Financial Adjustable A 5.51 5.51 5.51
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.77 3.67 3.81
25-Bond Index (Revs) 4.19 4.29 4,77
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.16 0.22 0.18
4.00% - T-year A 0.79 0.82 0.98
- 5-year Aaa 0.81 0.85 0.83
5-year A 1.73 1.85 1.84
3.00% ~ P 10-year Aaa 1.93 2.02 1.96
10-year A 2.92 2.92 3
2.00% 25/30-year Aaa 3.12 3.14 3.56
/ 25/30-year A 4.86 4.85 5.03
1.00% N Cur Reverwie Bonds (Revs) (25/30-Year)
urrent .
A/ | — Year-Ago Educa}lon AA 4.21 4.22 4.28
0.00%, === : Electric AA 4,34 4.33 4.60
3 61235 10 30 Housing AA 4.67 4.68 4.77
Mos.  Years Hospital AA 4.48 4.45 4.58
Toll Road Aaa 4.35 4.39 4.42

Source: Bloomberg Finance L.P

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
{Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

Average Levels Over the Last...

5/1/13 4/17/13 Change 12 Wks. 26 Wks. 52 Wks.
1751987 1793542 -41555 1687300 1571604 1514671
407 10 428 666 2320
1751580 1793145 -41565 1686872 1570938 1512351
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)

M1 (Currency+demand deposits)
M2 (M1+savings+small time deposits)

Source: United Stutes Federal Reserve Bank

Recent Levels
4/15/13
2486.9
10550.6

4/22/13
25085
10501.0

Ann’l Growth Rates Over the Last...

Change 3 Mos. 6 Mos. 12 Mos.
21.6 9.5% 8.7% 11.6%
-49.6 3.4% 5.2% 7.0%

©2013 Value Line Publishing LLC. All rights reserved. Factual material is obtained 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 publication is sticty for subscriber's own, non-commercial, internal use. No part of it may be reproduced, RURSUNINAN R BB KRN ILE

resold, stored or transmitted in any printed, electronic or other form, or used tor 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
(5/01/13)  (1/30/13)  (5/02/12) (5/01/13)  (1/30/13) (5/02/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.99 1.86 1.10
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 219 212 2.07
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.85 1.91 1.87
30-day CP (A1/P1) 0.19 0.22 0.31 FNMA ARM 212 2.16 2.32
3-month LIBOR 0.27 0.30 0.47 Corporate Bonds
Bank CDs Financial {10-year) A 2.70 3.22 3.43
6-month 0.09 0.10 0.22 Industrial (25/30-year) A 3.80 4.12 4.22
1-year 0.11 0.13 0.33 Utility (25/30-year} A 3.78 4.10 4.15
5-year 0.64 0.70 1.13 Utility (25/30-year) Baa/BBB 4,15 4.45 4.63
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.05 0.06 0.08 Canada 1.68 2.00 2.02
6-month 0.08 0.1 0.14 Germany 1.20 1.71 1.61
1-year 0.11 0.13 0.18 Japan 0.59 0.77 0.89
5-year 0.66 0.86 0.82 United Kingdom 1.65 241 2.05
10-year 1.65 1.97 1.93 Preferred Stocks
10-year (inflation-protected)  -0.67 -0.68 -0.35 Utility A 5.53 5.40 5.42
30-year 2.86 3.16 3.12 Financial BB8 6.20 5.89 6.19
30-year Zero 3.08 3.43 3.36 Financial Adjustable A 5.50 5.50 5.50
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.90 3.54 3.86
25-Bond Index (Revs) 4.29 4.24 4.78
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.16 0.21 0.20
o T-year A 0.77 0.79 1.03
4.00% ~ 5-year Aaa 0.78 0.81 0.86
5-year A 1.71 1.80 1.87
3.00% — T 10-year Aaa 1.91 1.95 202
—
/ 10-year A 2.91 2.87 3.17
2.00% - 25/30-year Aaa 3.10 3.1 3.62
25/30-year A 4.85 4.81 5.08
1.00% - / —c Revenue Bonds (Revs) (25/30-Year) '
urrent .
.//'/ e Year-Ago Education AA 4.20 4.21 4.38
0.00% s Electric AA 4.33 4.32 4.69
3 61235 10 30 Housing AA 4.63 4.62 4.86
Mos.  Years '
Hospital AA 4.45 4.42 4.60
Toll Road Aaa 4.31 4.38 4.44

Source: Bloomberg Finance L.P.

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

Average Levels Over the Last...

4/17/13 4/3/13 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 1793541 1726553 66988 1654429 1548156 1505709
Borrowed Reserves 397 391 6 451 746 2565
Net Free/Borrowed Reserves 1793144 1726162 66982 1653978 1547410 1503144

MONEY SUPPLY
{One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

Ann’l Growth Rates Over the Last...

4/15/13 4/8/13 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 2481.0 2457.9 23.1 6.4% 7.7% 10.8%
M2 (M1+savings+small time deposits) 10536.3 10491.9 44.4 3.0% 6.3% 7.2%

Source: United States Federal Reserve Bank
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(4/24/13)  (1/23/13) (4/25/12) (4/24/13)  (1/23/13) (4/25/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 2.06 1.80 1.12
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.24 2.06 2.10
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.90 1.76 1.89
30-day CP (A1/P1) 0.20 0.23 0.36 FNMA ARM 2.15 2.16 2.36
3-month LIBOR 0.28 0.30 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 2.78 3.07 3.52
6-month 0.09 0.10 0.22 Industrial (25/30-year) A 3.88 3.97 4.27
1-year 0.1 0.13 0.33 Utility (25/30-year) A 3.85 3.94 417
5.year 0.64 0.70 1.13 Utility (25/30-year) Baa/BBB 4.18 4.32 4.65
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.05 0.07 0.09 Canada 1.72 1.88 2.1
6-month 0.08 0.10 0.14 Germany 1.24 1.54 1.74
1-year 0.11 0.13 0.17 Japan 0.59 0.74 0.92
5-year 0.72 0.74 0.84 United Kingdom 1.69 1.99 214
10-year 1.72 1.81 1.98 Preferred Stocks
10-year (inflation-protected)  .0.68 -0.75 -0.28 Utility A 5.41 5.40 5.67
30-year 2.91 3.01 3.15 Financial BBB 6.19 5.88 6.14
30-year Zero 3.15 3.26 3.39 Financial Adjustable A 5.50 5.50 5.50
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOS) 3.89 3.53 3.90
25-Bond Index (Revs) 4,28 4.22 4.81
5.00% | General Obligation Bonds (GOs)
t-year Aaa 0.18 0.17 0.18
. T-year A 0.77 0.75 1.02
4.00% S-year Aaa 0.78 0.78 0.87
5-year A .71 1.73 1.86
8.00% o 10-year Aaa 1.92 1.88 2.02
- 10-year A 2.92 2.82 3.7
2.00% // 25/30-year Aaa 3.13 3.09 3.63
25/30-year A 4.87 4.77 5.08
1.00% / cumen Reverie Bonds (Revs) (25/30-Year)
/  vearA Education AA 422 4.22 4.40
0.00% e carfso Electric AA 4.35 4.32 4.64
361235 10 30 Housing AA 4.65 4.62 4.82
Mos.  Yeass Hospital AA 4.49 4.41 4.60
Toll Road Aaa 4.36 4,35 4.44

Source: Bloomberg Finance L.P

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

M1 (Currency+demand deposits)
M2 {M1+savings+small time deposits)

Source: United States Federal Reserve Bank

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)

Recent Levels

4/17/13 4/3/13
1793540 1726553

397 391
1793143 1726162

Average Levels Over the Last...

Change 12 Wks. 26 Wks. - 52 Wks.
66987 1654429 1548156 1505709

6 451 746 2565
66981 1653978 1547410 1503144

MONEY SUPPLY
{One-Week Period; in Billions, Seasonally Adjusted)

Recent Levels

4/8/13 4/1/13
2457.7 2452.8
10491.0 10517.3

Ann’l Growth Rates Over the Last...

Change 3 Mos. 6 Mos. 12 Mos.
4.8 3.8% 71% 10.3%
-26.3 0 5.6% 6.9%

.20/0
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
“4/17/13)  (1/16/13)  (4/18/12) (4/17/13)  (1/16/13) (4/18/12)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 214 1.77 1.08
Federal Funds 0.00-0.25 ©0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.23 1.98 214
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.93 1.75 1.94
30-cay CP (A1/P1) 0.20 0.23 0.32 FNMA ARM 2.5 2.23 2.36
3-month LIBOR 0.28 0.30 0.47 Corporate Bonds
Bank CDs Financial (10-year) A 2.79 3.05 3.48
6-month 0.09 0.10 0.22 Industrial (25/30-year) A 3.86 3.96 4.21
1-year 0.1 0.13 0.33 Utitity (25/30-year) A 3.84 3.96 4.15
5-year 0.64 0.70 1.14 Utility (25/30-year) Baa/BBB 4,19 4.31 4.62
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.05 0.07 0.07 Canada 1.71 1.89 2.04
6-month 0.09 0.10 0.12 Germany 1.23 1.57 1.72
1-year 0.1 0.14 0.16 Japan 0.60 0.76 0.94
5-year 0.70 0.76 0.84 United Kingdom 1.68 2.00 2.13
10-year 1.71 1.85 1.98 Preferred Stocks
10-year (inflation-protected)  .0.67 -0.73 -0.29 Utility A 5.38 48 5.34
30-year 2.90 3.05 3,13 Financial BBB 6.18 5.91 6.44
30-year Zero 3.13 3.25 3.36 Financial Adjustable A 5.49 5.49 5.49
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.93 3.60 3.97
25-Bond Index (Revs) 4.30 4.26 4.85
5.00% General Obligation Bonds (GOs)
1-year Aaa 0.17 0.19 o.21
4.00% - 1-year A 0.76 0.75 1.01
- 5-year Aaa 0.80 0.80 0.93
5-year A 1.74 1.76 1.91
3.00% ~ 10-year Aaa 1.95 1.89 21
10-year A 2.94 2.84 3.23
2.00% . 25/30-year Aaa 3.13 3.11 3.66
/ 25/30-year A 4.88 4.79 5.10
1.00% - L —Current Revenue Bonds (Revs) (25/30-Year)
‘/ | — Year-Ago Education AA 4.24 4.22 4.45
0.00% Electric AA 4.37 4,32 4.67
3 61 2365 10 30 Housing AA 4.67 4.63 4.87
Mos. - Years Hospital AA 4.47 4.43 4.60
p .
Toll Road Aaa 4.39 4,35 4.44
Source: Bloomberg Finance L.P
Federal Reserve Data
BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels Average Levels Over the Last...
4/3/13 3/20/13 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 1726553 1697294 29259 1607277 1517991 1494429
Borrowed Reserves 391 392 -1 479 836 2812
Net Free/Borrowed Reserves 1726162 1696902 29260 1606799 1517155 1491617
MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)}
Recent Levels Ann’l Growth Rates Over the Last...
4/1/13 3/25/13 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 2453.0 2443.5 9.5 2.2% 7.1% 10.3%
M2 (M1 +savings+small time deposits) 10518.2 10450.4 67.8 1.6% 5.9% 714%

Source: United States Federal Reserve Bank
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ANNUAL RATES  Past

Past Est'd’10-'12

RECENT 49 89 PE 19 7 Trailing: 22.7 Y[ RELATIVE 1 17 DIVD 3 5(y
NYSE-UNS PRICE . RATIO » | \Median: 17.0 /| PERATIO 1, YLD W /0
! High:| 20.8| 249! 249| 348| 375| 400, 345]| 333| 369 39.3] 436]| 502 i
TIMELINESS g Rased 45013 | |3, [ 1371 160! 229 243| 295 276| 209| 228| 290| 330| 352 431 Taget Price Range
LEGENDS
::zmcm 3 Nem;/”; T G by e 128
Raised 32213 ivided by Inteest Rate
- Rel S R
BETA .70 (1.00 = Market Oplons: fos® _"fe "eng'h_ 28
W aded areas indicate recessions 64
Ann’l Total N 48
Price  Gain  Return Y LA S B EEEEEE LT prs
Hgh €5 (+30%) 10% , T D ST L
Low 45 (10%) 2% LB T A S A e 11 TR i 32
Insider Decisions —rl]— " 24
JIASOND Y FRE b g A
By 000000000 FH 16
Optons 0 0 4 0 0 100 0 . L 12
oSl 00 3000000O0{." l JISS S R e . % TOT. RETURN 313
Institutional Decisions B -l l i I R overdes TS VLARTH:
0012 3a12 Qa2 Pl Lot RS ] T peaes STOCK  INDEX
toBuy T b Porcent 18 M THe: T : 1y, 395 157 [
to Self 78 69 71| traded 5 b WHEHE I HHI W[ Tk 3y. 778 432 [
Hids(oos) 33380 34343 35228 (i ik [ Il [ 5y. 1716 730
1997 | 1998 | 1999 | 2000 | 2001 [ 2002 | 2003 [ 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 |2012 | 2013 | 2014 | ©VALUE LINE PUB. LLC 1618
2271 2383| 2485| 3112 43.42| 2550 2871 | 34.13| 3526 3742 | 3942 | 3041 | 38.89 | 3978 | 40.89 | 3536 36.15| 38.05 Revenues per sh 4215
529 348 39| 423 541 4.80 520 5.29 521 5.68 564 | 456 7.82 7.33 744 6.48 7.00 7.60 |“Cash Flow” per sh 8.20
2.60 68 108| 127 179 70 130 1.31 1300 1851 155 391 269 282 2751 220 265 3.25|Earnings pershA 3.80
-- -- -- 32 40 50 .60 .64 .76 84 .90 .96 1.16 1.56 1.68 1.72 1.74 1.76 |Div'd Decl'd per sh 8w 228
2.22 252 2871 319 3.63 336 4.06 449 5.83 6771 695 9.85 8.01 726 ] 1013 143 9.45| 815 {Cap'l Spending per sh 8.00
6.75 7.65| 1002) 1120 1268| 13.05| 1597 | 16.95| 17.68 | 1859 | 1954 | 19.16 | 20.94 | 2246 | 24.07| 2577 | 26.50| 27.95 |Book Value per sh 32.90
32141 3226| 3235[ 3322 3350 | 33.58[ 3379 34.26| 3487 3519 3532 | 3546 | 3585 | 36.54 | 36.92] 4134 4150 | 41.50 |Common Shs QutstgC | 41.50
6.1 233 10.8 11.8 108 18.2 14.6 187 238 177 220 73.8 104 11.6 13.3 17.8 | Bold figlres are |Avg Ann'l PJE Ratio 14.0
35 1.21 62 a7 55 99 83 .99 1.27 96 117 | 444 .69 74 .83 114 Value|Line Relative P/E Ratio .95
-- - o] 2% | 21% | 28% | 32% | 26% | 25% | 26% | 26% | 33% | 41% | 48% | 46% | 44% | "5 |Avg Aol Divid Yield 41%
CAPITAL STRUCTURE as of 12131112 ) 969.9 | 1169.0 | 1229.5 | 1316.9 | 13814 | 1397.5 | 1394.4 | 1453.7 | 1509.5 | 1461.8 | 1500 1580 |Revenues ($mill) 1750
Igtgl D;gg f;ﬁi"z-,.”‘""f}’f ltn 5Y‘r§ f%lquml"- 452 | 459 | 461 602 584 40| 1043 | 1145 1100 909| 110| 135 |Net Profit (Smill) 160
e §2sz il C’;‘;ﬂianze J ";:s’:: - mill. 19.7% | 42.5% | 414% | 38.8% | 40.1% | 54.8% | 38.2% | 41.2% | 37.8% | 38.0% | 39.0% | 40.0% |Income Tax Rate 40.0%
' ' ) ’ 2.2% .- -- 1 29% 1 34% -- -- -- -- -- Nil Nil |AFUDC % to Net Profit Nil
(LT interest eamed: 3.0x) 79.2% | 77.1% [ 75.3% | 72.9% | 68.8% | 72.9% | 705% | 68.5% | 67.8% | 62.3% | 64.5% | 65.0% [Long-Term Debt Ratic | 67.5%
. ) 20.8% | 22.9% | 24.7% | 27.1% | 31.2% | 2714% | 29.5% | 31.5% | 32.2% | 37.7% | 35.5% | 35.0% Common Equity Ratio 32.5%
Pension Assets-12/12 $289 mil. Oblig. $380 mill. | 25800 | 2540.3 | 2494.9 | 24141 | 27149 | 2506.4 | 2547.0 | 2602.8 | 2758.6 | 2826.0 | 3100 | 3325 Total Capital ($mill) 4180
Ptd Stock None 2069.2 | 2081.1 | 21715 | 22696 | 24073 | 2617.7 | 2785.7 | 2061.5 | 31823 | 33004 | 3530 | 3775 INet Plant ($mill 4625
Common Stock 41 386,469 shs. 4%% | 51% | 51% | 59% | 5% | 30% | 52% | 55% | 53% | 45% | 5.0%| 5.5% RetumonTotalCapl | 50%
as of 2113/13 84% | 79% | 75% | 10.6% | 8.5% | 21% | 13.9% | 136% | 124% | 85% | 10.0% | 11.5% |Return on Shr. Equity 11.5%
MARKET CAP: $2.1 billion (Mid Cap) 84% | 7.9% | 75% | 106% | 85% | 21% | 13.8% [136% | 124% | 85% | 10.0% | 11.5% |Return on Com Equity? | 11.5%
ELECTRIC OPERATING STATISTICS 48% [ 41% | 32% | 6% | 39% | NMF | 84% | 67% | 54% | 20%] 35%| 5.5% |Relained toCom Eq 5%
] 2010 2011 2012 45% | 48% | 57% | 43% | 54% | NMF | 40% | 51% 56% | 71% | 66% 55% |AllDiv'ds to NetProf 60%
- + -
hg’]@’&%ﬁ‘ﬁi"&ﬁm’ 5053 503‘3 SOéZ‘: BUSINESS: UNS Energy Corporation, through its subsidiaries, op- is largest industry served. Fuels: coal, 88%; gas, 12%. '12 TEP
Avg. Indust, Revs. ’;‘;er 3} 690 710  7.20 | erates as an electric utility in Arizona. Subsidiaries include Tuscon reported depreciation rate: 4.0%. Has 1,979 employees: TEP,
Capacity at Peak wgm 3044 3271 2950 | Electric Power (TEP), UNS Gas, and UNS Electric. TEP segment 1,392, UNS Gas, 186; UNS Electric, 148: Other, 253. Chrmn. &
mhali-ofodadslggnc’tﬁr(sfa | 2[(3:/52 2,:3?2 2,%?2 serves about 406,000 retail customers in southeastern Arizona and  CEQ: Paul J. Bonavia. Pres.: David G. Hutchens. Inc.: AZ. Address:
%ChangeCustomestyt-end) +3 +4 +5 | accounted for 71% of 12 net income. Revenue sources: residential, 88 E. Broadway BIvd., Tucson, AZ. 85701. Telephone: 520-571-
41%; commercial, 21%,; industrial, 35%; other, 3%. Copper mining  4000. Intemet: www.uns.com.
t/
Fired Charge Cov. 4] 268251 239 nual revenues (nonfuel), or $7.5 million,

UNS Energy posted weak results in
2012, which largely reflects Tuscon

based on a return on equity of 10.5%. The

gg‘gﬁﬁé’f”h) '°}'T§'% SY?,'% 0 116532 Electric Power’s (TEP) four-year base- common equity ratio would be 47.4%.
“Cash Flow” 40%  50%  25% | rate freeze. Earnings plunged 20%, to These new rates are expected to be effec-
Eﬂl"i’é'gggs 1;’)-80//: }224" gg,ﬁ $2.20 a share, on a modest revenue tive no later than January 1, 2014.
Book Value 70% 55% 55% | decline. This underperformance can be at- Management has yet to announce
QUARTERLY REVENUES (3 mill) tributed to a difficult economic environ- guidance for 2013, due to uncertainty
eg;'a'r Mar31 Jun30 Sep.30 Dec.31 5:3",_ ment, an unplanned outage at Springer- surrounding TEP’s pending rate case.
2010 317'9 337'8 438.8 359'2 TN ville Unit 3, and TEP's “outdated retail Assuming the new rates are implemented,
2011 |3448 07 4500 3441 5095 | Kate structure’ (discussed below). the company will likely earn an ap-
2012 |3154 3640 4341 3483 |14618| 1he company has been busy on the propriate rate of return, which should lift
2013 |330 355 465 350 |1500 | regulatory front. On February 4th, TEP the top and bottom lines going forward.
2014 [350 375 485 370 |1580 | entered into a settlement agreement with The board of directors raised the divi-
ca EARNINGS PER SHARE A Full the Arizona Corporation Commission dend. The quarterly payout increased
en:a.r Mar31 Jun30 Sep.30 Dec.t Ye“ar (ACC) staff, among others. Recall, the slightly, to $0.435 a share. Indeed, the
2000 B % 13 29 | 2g| terms specify a $76 million nonfuel base- company will likely maintain its targeted
2011 B 146 22 | 275 | rate increase (over the adjusted test year payout ratio of between 60% and 70% over
012 1 17 B4 121 %8 | 720| revenues), based on a return on equity of the long term. Moreover, total return
3 25 60 150 30 | 265] 10.0% and a common-equity ratio of potential over the 2016-2018 timeframe is
014 | 40 .75 165 45 | 325| 43.5%. Hearings with the ACC Adminis- above average for this sector.
Cal- | QUARTERLY DIVIDENDS PAD B mt |y | LX2LIVE Law Judge (ALJ) ended on March Despite annual dividend hikes (since
emaia.r Mar3! Jun30 Sep.30 Dec31| Year 8th, and management is now waiting for 2000), the issue’s yield of 3.5% is
: v . : the ALJ recommended opinion and order. slightly below the utility average. On
gg?g gg gg %g gg };g Indeed, regulatory approval is the final a positive note, shares of UNS increased a
011 | o '42 1 s 168| step which is expected to take place in the notch in Timeliness, to 3 (Average), largely
02 | 43 43 43 43 172] second quarter of 2013. due to a run-up in price over the last three
2013 | 435 UNS Electric’s rate case is pending. months.
This filing calls for a 4.6% increase in an- Michelle Jensen May 3. 2013
(A) EPS diluted. Excl. nonrecur. gains (losses): | paid in early Mar., June, Sept., and Dec. ®|10.25%; earned on avg. com. eq., '12: 8.5%. Company’s Financial Strength B+
'98, 19¢; '99, $1.35; '00, 48¢; 03, §2.00. Next | Div'd reinvest. pian avail. t Shareholder invest. | Regulatory Climate: Avg. Stock’s Price Stability 95
plan avail. {C) In millions. (D} Rate base: fair Price Growth Persistence 85

earnings report due early Aug. Eamings may
not sum due to rounding. (B) Div'ds historically
© 2013, Value Line Publishin

LLC. Al rights reserved
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Uns Energy Corp: (NYSE: UNS)
$47.13 0.25{0.53%}  Volume 45,825

Jun 03 10:31 AMET

Full Company Report Get Full Company Report for: Enter Symbol {0

UNS Energy Corporation is a utility services holding company engaged, through its subsidiaries, in the electric generation and
energy delivery business, It operates in three segments: TEP, UNS Gas and UNS Electric. its TEP segment generates,
transmits, and distributes electricity to retait electric customers in southeastern Arizona. This segment also sells electricity to
other utilities and power marketing entities. UNS Gas segment distributes gas to retail customers particutarly in Mohave,
Yavapai, Coconino and Navajo counties in northern Arizona and Santa Cruz County in southeastemn Arizona. Its UNS Electric
segment transmits and distributes electricity to retail customers in Mohave and Santa Cruz counties. UNS Energy Corporation,
formerly known as UniSource Energy Corporation, is headquartered in Tucson, Arizona.

GENERAL INFORMATION
UNS ENERGY CORP

88 EAST BROADWAY

TUCSON, AZ 85701

Phone: 520-571-4000

Fax: 520-770-2089

Web: http://www.uns.com

Email: cnorman@uns.com

Industry UTIL-ELEC PWR
Sector Dtilities
Fiscal Year End December
Last Reported Quarter 03/31/2013
Next EPS Date 08/05/2013
PRICE AND VOLUME INFORMATION
Zacks Rank Py o
Yesterday's Close 46.88
52 Week High 51.54 550
52 Week Low 37.01 4o
Beta 0.50
ag.0-
20 Day Moving Average 231,847.20
Target Price Consensus S 580 e
% Price Change AL
4 Week 6.95
12 Week e -1.39 % Price Change Relative to S&P 500
11.98
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Share Information 12 Week S -6.62
YTD -1.25
Shares Outstanding (millions) 41.46 s e e
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li t 05/20/96 Co T T
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\ ast Dividend Payout/ Amount 03/11/2013 / $0.44
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12-31-12 667 12-31-12 1.65 12-31-12 62.30
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Zacks Investment Research
is an A+ Rated BBB
Accredited Business.

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
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