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Affidavit of Michael P. Gorman

Michael P. Gorman, being first duly sworn, on his oath states:

1. My name is Michael P. Gorman. | am a consultant with Brubaker & Associates,
inc., having its principal place of business at 16690 Swingley Ridge Road, Suite 140,
Chesterfield, Missouri 63017. We have been retained by Noranda Aluminum, Inc. in this
proceeding on its behalf. .

2. Attached hereto and made a part hereof for 'all purposes are my surrebuttal
testimony and schedules which were prepared in written form for introduction into evidence in
Missouri Public Service Commission Case No. EC-2014-0223.

3. | hereby swear and affirm that the testimony and schedujpsare true and correct
and that they show the matters and things that they purport to show.
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“Michael P. Gorman

Subscribed and sworn to before me this 2nd day of July, 2014.

MARIAE. DECKER ///M £ %f
4 / Y ~—

Notary Public - Notary Seal i
STATE OF MISSOURI Nojary Public
. St. Louis City :
My Commission Expires. May 5. 2017
Commission # 13706793

BRUBAKER & ASSOCIATES, INC.



BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

)

Noranda Aluminum, Inc. )

(Complainant) )

V. ; Case No. EC-2014-0223

Union Electric Company, d/b/a )

Ameren Missouri (Respondent) )

)

Table of Contents to the
Surrebuttal Testimony of Michael P. Gorman

Page
RESPONSE TO ROBERT HEVERT ...ooiiirei ittt iese s ee s see e s e st en s tetn s ans e s s e sn et 2
PrOXY GIOUD o1t ecieeieeietiieerrcte s e e ree s sr e e e s b e arae s st e e srb et h s ke s e s b b e s aa ke s s rbe e s ranaseaessrnansvanasasbnns 9
RESPONSE 10 MY DO ..ottt ettt et st en st bsne e n e n e ans b ens 12
Response to My Multi-Stage Growth DCF Model ... 18
Response to My CAPM StUdY.........coovciiiiiiiiiiiiisii it 21
Risk Premium ANAIYSIS .....ooiieeir sttt e aa s 25

Schedule MPG-SR-1 through Schedule MPG-SR-3

Michael P. Gorman
Table of Contents

BruBAKER & ASSOCIATES, INC.



10
11
12

13

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

Noranda Aluminum, Inc.

(Complainant)
V. Case No. EC-2014-0223

Union Electric Company, d/b/a
Ameren Missouri (Respondent)

el et it it s “pgs® vt

Surrebuttal Testimony of Michael P. Gorman
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
Michael P. Gorman. My business address is 16690 Swingley Ridge Road, Suite 140,

Chesterfield, MO 63017.

ARE YOU THE SAME MICHAEL P. GORMAN WHO PREVIOUSLY FILED DIRECT
TESTIMONY ON BEHALF OF COMPLAINANTS IN THIS CASE?

Yes.

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?
| will respond to the rebutial testimony of Ameren Missouri ("“Company”) wilness

Robert Heverl.

AFTER REVIEWING MR. HEVERT'S REBUTTAL TESTIMONY, WHAT IS YOUR
OPINION AS TO THE PROPER RETURN ON EQUITY FOR AMEREN MISSOURI?
My opinion continues to be that 9.4% is a proper return on equity for Ameren

Missouri.

Michael P. Gorman
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RESPONSE TO ROBERT HEVERT

DOES MR. HEVERT COMPARE YOUR RECOMMENDED RETURN ON EQUITY
WITH RECENT INDUSTRY AUTHORIZED RETURNS? |

Yes. At page 7 of Mr. Hevert's rebuttal festimony, he compares my recommended
return on equity of 9.4% with the median authorized returns for vertically integrated
electric utilities in 2013 and 2014. He concludes this indicates industry returns on

equity of around 9.9%, with the highest at 10.95%, above my 9.4%.

PLEASE RESPOND TO MR. HEVERT.

Contrary to Mr. Hevert's assertions, my recommendation is generally consistent with
the trend in industry authorized returns on equity. The Regulatory Research
Associates ("RRA") report published in April of this year summarizes decisions for
electric and gas utilities as follows:

The average return on equity (ROE) authorized electric utilities was
10.23% in the first quarter of 2014 (eight observations), compared to
the 10.02% authorized in calendar-2013. We note that the 2014 data
includes three surchargefrider generation cases in Virginia that
incorporate plant-specific ROE premiums. Virginia statutes authorize
the State Corporation Commission to approve ROE premiums of up to
200 basis points for certain generation projects (see the Virginia
Commission Profile). Excluding these Virginia surcharge/rider
generation cases from the data, the average authorized electric ROE
‘was 9.57% st three months o versus 9.8% in calendar-
2013, The average ROE authorized gas utilities was _9.54% for the
first guarter of 2014 (six observations), compared to 9.68% in
calendar-2013. The data do not include a Feb. 20, 2014 New York
Public Service Commission steam rate decision for Consolidated
Edison Co. of New York that adopted a 9.3% ROE. (We note that this
report utilizes the simple mean for the return averages. )’

As noted in this report, electric utility authorized returns on equity, excluding

the Virginia decisions with mandated 200 basis point premium adders to surcharges,

'Regulatory Research Associates Regulatory Focus, "Major Rate Case Decisions—January-

March 2014," April 9, 2014 at 1, double underlining indicates emphasis added.
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was 9.8% in calendar year 2013, but had dropped to 8.57% in the first quarter of this
year. Similarly, gas utilities’ authorized returns on equity decreased to 9.54% in the
first quarter of this year, compared to 9.68% during 2013. This trend suggests a
decline in authorized returns on equity for electric utilities of 23 to 25 basis points, and
14 to 15 basis points for gas utilities, respectively, in the first quarter of 2014 relative
to calendar year 2013. This trend supports my recommendation that Ameren
Missouri's return on equity of 9.8% authorized in December 2012 should be

decreased.

HAVE DECLINING AUTHORIZED RETURNS ON EQUITY CONTINUED TO
SUPPORT THE FINANCIAL INTEGRITY AND ACCESS TO CAPITAL OF UTILITY
COMPANIES?

Yes. Indeed, with the significant declining trend in authorized returns on equity,
which track declines in capital market costs for utilities, credit rating agencies and
investors in general have viewed the utility industry as low-risk stable investments.
Indeed, credit analysts have actually increased the overall bond ratings of the utility
companies in face of these declining authorized returns on equity.

Credit rating agencies are raising the credit outlook fof regulated utility
companies, and noting their strong credit metrics. All of this is occurring most
recently, as authorized returns on equity have declined in line with declines in overall
capital market costs. Statements by Standard & Poor's ("S&P") and Fitch are
indicative of these observations.

S&P recently published a report titled “Stable-To-Modestly Improved Industl;y
Qutlook Supports Ratings For U.S. Regulated Electric, Gas, And Water Utilities.” In
that report, S&P noted the following:

Michael P, Gorman
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Effect on ratings

Notwithstanding the slow economic recovery, credit quality in the
domestic utility industry has continued a long shift to greater stability,
and even modest improvement in some cases, especially as many
companies re-emphasize their core competencies.

* * *

Industry Ratings Outlook
Good access to funding expected to continue

Liquidity is adequate for most utilities and investor appetite for utility
debt remains healthy, with deals continuing to be oversubscribed at
very attractive rates. The amount of medium- to long-term debt and
hybrid securities issued through the three months ended March 31,
2013 was about $8.7 billion. Credit fundamentals indicate that most, if
not all, utilities should continue to have ample access to funding

sources and credit. The relative certainty of financial performance

provided by the regulatory framework under which utilities operate,
their effective monopoly position, long-lived assets, and the financing
necessary to fund these assets are all factors that make the utility
sector attractive to investors. These elements have also helped
utilities more effectively manage their rate-relief needs and mitigate the
effect of sizable rate increases on customers.?

Similarly, Fitch states:

Rating Outlook

Stable Ratings Outlook: Fitch Ratings expects the ratings and-

ratings outlook for the overall U.S. Utilities, Power, and Gas (UPG)
sector to remain stable in 2014.

* * *

Got Gas?

Gas utilities are benefitting from stable and low natural gas prices, and
growing volumes from system build-outs and growing usage in
electricity generation and as transportation fuel. In the northeast and
mid-Atlantic regions, conversions from heating oil are also propelling
strong customer and volume growth. Fitch expects continued strong
growth and improved credit metrics for the sector in 2014, although
ratings are expected to be stable.

2Standard & Poor’s RatingsDirect: “Industry Report Card: Stable-To-Modestly Improved
Industry Outlook Supports Ratings For U.S. Regulated Electric, Gas, And Water Utilities,” April 19,
2013 at 3-4 and 6-7, emphasis added.

Michael P. Gorman
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Sector Outlook

The sector outlook for regulated gas distribution companies is pbsitive.
Relatively low and stable natural gas prices, customer growth,
expanded use of natural gas for power generation and transportation
fuel, and customer switching from heating oil or propane will drive

substantially higher throughput volumes and drive improved
profitability.’

DOES MR. HEVERT ATTEMPT TO DISTINGUISH THE REGULATORY
ENVIRONMENT IN MISSOURI FROM THE INDUSTRY IN HIS ASSESSMENT OF
INDUSTRY RETURNS ON EQUITY?

Yes. He concludes that the rate of return should reflect comparable risk. He implies
that the Missouri regulatory environment has greater risk than the industry in general
because of the following:

1. Missouri does not include construction work in progress (“CWIP") in rate base.

2. Missouri sets rates based on an historical test year.

3. Missouri has very limited ability to implement interim rates.

PLEASE COMMENT ON MR. HEVERT'S CONCLUSIONS ABOUT THE
REGULATORY RISK IN MISSOURI.

Mr. Hevert's assessment of these risks is far from constructive or enlightening. The
risk factors he notes are clearly evident to all investors, credit rating agencies and
equity analysts, and are reflected in utility risk factors. As such, market participants
would consider these and all other risk factors in assessing Ameren Missouri's risks,

and the risks of all alternative utility investments. As such, fair compensation for

*FitchRatings: "2014 Outlook: Utilities, Power, and Gas,” December 12, 2013 at 1-2,

emphasis added.
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these risks and all other investment risks would be estimated using a proxy group of
other electric utilities with investment risk similar to Ameren Missouri’s. The fair return
on equity for the proxy group, would be reasonable compensation to investors for
assuming Ameren Missouri's investment risk, including the risk factors Mr. Hevert
singles out.

Moreover, | believe Mr. Hevert's assessment of the risk is incomplete and
flawed for several reasons. First, | agree with him that Missouri does not allow for
CWIP, and that many regulatory commissions do allow utilities to include CWIP in
rate base if they are in the midst of a majof construction program, and doing so is
necessary to preserve its financial integrity as it significantly increases its amount of
invested capital.

While Mr. Hevert is right that Missouri does not permit CWIP in rate base, it
does however implement regulatory mechanisms to support a utility’s cash flows
during a major construction program. For example, to support construction of the
latan 2 generating station by Kansas City Power and Light (*KCPL"), the Missouri
Commission approved a regulatory mechanism that allowed KCPLU's rates to be set
higher than its cost of service to enhance its cash flows during this major construction
program. The increased cost of service was tracked as a regulatory liability that is
now being used to offset the revenue requirement of latan 2 now that it has been
placed in service. S&P stated as follows about the Missouri regulatory plan:

Stipulated agreements with the Missouri and Kansas commissions

permit KCPL to accelerate plant-related amortization expense in rate

proceedings occurring before the completion of its various projects,
including latan 2. This mechanism enables KCPL to request rate
increases (during the impending construction period) that enable it to
maintain cash-flow protection ratios commensurate with the ‘BBB’
rating category. Although use of the mechanism reduces future rate

base (and, subsequently, future cash flows) in amounts equal to
plant-related amortization expense booked in the previous vyear,

Michae! P. Gorman
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Standard & Poor's views the arrangement as favorable since it
provides for more stable cash flows through the construction cycle.*

The net effect of this regulatory plan is economically comparable to including
CWIP in rate base. Hence, Mr. Hevert's assessment of this regulatory/construction
risk is incomplete and his conclusions are flawed.

Second, it is accurate that Missouri uses a historical test year, however,
Mr. Hevert fails to recognize that Missouri uses a true-up to the historical test year
period. As such, there is far less lag in the rate-effective period and the true-up
period in Missouri, relative to other jurisdictions that use a historical test period
without a true-up. Further, based on my experience, | believe Missouri's use of
interim rates is not significantly different than other jurisdictions. Missouri, like other
jurisdictions, will allow a utility to implement interim rates if necessary to maintain its
financial integrity. Use of interim rates is typically used sparingly and only in the
event a utility demonstrates financial need.

More importantly, Mr. Hevert's itemization of these risks for Missouri, is not
made in comparison to any other company, much less his proxy group companies.
Hence, it is a superficial assessment of risk, with no quantitative support and no real
measure of whether or not Ameren Missouri’s risk for these factors, or on fofal, is any

different than his proxy group.

at 3.

“Standard & Poor’s RatingsDirect: “Kansas City Power & Light Co.,” September 27, 2007
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WHY DO YOU BELIEVE THAT THE RISK FACTORS IDENTIFIED BY
MR. HEVERT ARE RISK FACTORS WELL KNOWN TO MARKET
PARTICIPANTS?

Supporting a utility’s cash flow during construction, regulatory mechanisms that allow
for timely recovery of cost of service, and flexibility to respond to financial need of a
utility are factors carefully considered by equity and credit analysts when assessing a
utility’s investment risk. As an example, S&P assesses the business risk of a
company, as part of its review of total risk when assigning a bond rating. {Total risk
analysis consists of business risk analysis, and financial risk analysis.)

As part of its business risk analysis, S&P considers the industry risk. S&P
generally considers the utility industry to be a very-low risk induslry. Regulated
industries receive this low business risk assessment based 6n limited cyclicality,
fimited risk in sales, and low competitive risk.

With respect to regulatory risk considerations, S&P states as foliows:

Assessing regulatory advantage

21. The regulatory framework/regime's influence is of critical
importance when assessing regulated utilities' credit risk
because it defines the envircnment in which a utility
operates and has a significant bearing on a utility's financial
performance.

22. We base our assessment of the regulatory framework’s
relative credit supportiveness on our view of how regulatory
stability, efficiency of tariff setting procedures, financial
stability, and regulatory independence protect a utility's
credit quality and its ability to recover its costs and earn a
timely return. Our view of these four pillars is the
foundation of a utility's regulatory support. We then assess
the utility's business strategy, in particular its regulatory
strategy and its ability to manage the tariff-setting process,

to arrive at a final regulatory advantage assessment.

23. When assessing regulatory advantage, we first consider
four pillars and sub-factors that we believe are key for a

Michael P. Gorman
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utility to recover all its costs, on time and in full, and earn a
return on its capital employed:

24. Regulatory stability:

e Transparency of the key components of the rate setting
and how these are assessed

e Predictability that lowers uncertainty for the utility and its
stakeholders

e Consistency in the regulatory framework over time
25, Tariff-setting procedures and design:
 Recoverability of ali operating and capital costs in full

» Balance of the interests and concerns of all
stakeholders affected

 Incentives that are achievable and contained®
As outlined by S&P above, the specific regulatory risks identified by
Mr. Hevert are not unique and need not be singled out as unique to Ameren Missouri.
Rather, the risks are known to market participants, and are reflected in market risk
factors that Mr. Hevert and | both rely on to select other utility companies of

comparable total investment risk.

Proxy Group

Q DID MR. HEVERT COMMENT ON YOUR SELECTION OF A PROXY GROUP TO

ESTIMATE AMEREN MISSOURPS COST OF EQUITY?

A Yes. Mr. Hevert asseris that several of the companies should not have been included

in the proxy group because he believes they are not risk comparable to Ameren

Missouri. These companies include the following:

*Standard & Poor's RatingsDirect: “Criteria/Corporates/Utilities: Key Credit Factors For The
Regulated Utilities Industry,” November 19, 2013 at 6.
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1. Edison international. Mr. Hevert observed that Edison International recently wrote
off its Edison Mission Energy subsidiary, an unregulated subsidiary that owns
merchant generating assets.

2. Consolidated Edison and UIL Holdings, companies he concludes are principally
transmission and distribution utilities with significant natural gas operations.

3. He also notes that UIL Holdings recently announced the acquisition of
Philadelphia Gas Works.

4, He is also critical of including companies in the proxy group that contain both
electric and gas utility operations.

PLEASE RESPOND TO MR. HEVERT'S COMMENTS ON YOUR PROXY GROUP
SELECTION.
Mr. Hevert has not provided adequate justification to remove any of the companies
from my proxy group. Based on publically observable risk factors, and normal proxy
group selection criteria, Mr. Hevert's conclusions are unsupported and without merit.
However, and importantly, Mr. Hevert's implication that the selected group of
proxy companies is impacting the measurement of a fair return on equity for Ameren
Missouri is simply without merit. As | will discuss later in this testimony, Ameren
Missouri's current market cost of equity is well below 9.5% based on studies applied
to my proxy group, and to Mr. Hevert's proxy group. Indeed, use of both of these
proxy groups provides even stronger evidence that Ameren Missouri's last authorized

return on equity of 9.8% is excessive and well above its current market cost of equity.

- PLEASE DEFINE AND RESPOND TO MR. HEVERT'S COMMENTS CONCERNING

COMPANIES INCLUDED IN YOUR PROXY GROUP WITH WHICH HE TAKES
ISSUE.
Mr. Hevert argues that Edison International is not risk comparable to Ameren Missouri

because it recently divested an affiliated non-regulated generation subsidiary. This

Michael P. Gorman
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argumeﬁt is without merit, Ameren Missouri's parent company, Ameren Corporation,
has also recently divested an affiliated merchant generating company (Ameren
Generation). As such, Edison International’s efforts to divest itself of its unprofitable
and unsuccessful merchant generation affiliate, is similar to the experience Ameren
Missouri's parent company has recently undertaken as it sought to divest its merchant
generation company which was also an unsuccessful and unprofitable affiliate.

Mr. Hevert's concern about Consolidated Edison and UIL Holdings is based
on only one risk factor which describes the companies’ total risk. Mr. Hevert asserts
that Consolidated Edison and UIL Holdings are delivery companies, and not
integrated companies, and both have large gas delivery businesses. With this one
factor, he concludes that they are not risk comparable to Ameren Missouri. |
disagree. Consolidated Edison does own generating assets, and does buy power to
resell to its retail customers in New York City. This is a very complex process, and
does expose Consolidated Edison to the risk of fully recovering its purchased power
costs. Consolidated Edison’s market risk factors are comparable to Ameren Missouri.

UIL Holdings’ bond rating suggests it has greater risk than the proxy group
average, and slightly greater risk than Ameren Missouri. Its bond rating from S&P
and Moody’s as shown on my Schedule MPG-1 attached to my direct testimony, is
“BBB" from S&P and “Baa3” from Moody’s. These bond ratings are one notch lower
than Ameren Missouri's “BBB+" and “Baa2.” To suggest as Mr. Hevert does, that UIL
Holdings has lower risk than Ameren Missouri because it is a delivery company, is
fundamentally flawed. Indeed, based on independent assessment of credit rating
agencies, UlL Holdings has reasonably comparable investment risk to Ameren

Missouri’s, and if anything, it has slightly greater risk than Ameren Missouri.

Michael P. Gorman
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Mr. Hevert's proposal to identify investment risk based on one.single risk
factor, rather than a complete assessment of investment risk is inconsistent with
credit rating agencies' establishment of utility bond ratings, and is an incomplete
method of identifying companies that have comparable risk to the subject company,

in this case Ameren Missouri.

Response to My DCF

Q
A

DID MR. HEVERT COMMENT ON YOUR DCF STUDIES?
Yes. Mr. Hevert commented on each of my three DCF studies, including my constant
growth DCF analysis based on analysts’ growth rate forecasts, my sustainable growth

rate DCF analysis, and my multi-stage growth DCF analysis.

PLEASE SUMMARIZE MR. HEVERT'S COMMENTS CONCERNING YOUR
CONSTANT GROWTH DCF ANALYSIS BASED ON ANALYSTS’ THREE- TO
FIVE-YEAR GROWTH RATE FORECASTS.

Mr. Hevert summarizes the resuits of my DCF analyses, after acknowledging that the
constant growth DCF model application | propose, is generally consistent with his
methodology.

White Mr. Hevert and | develop constant growth rate DCF studies using
analysts’ growth rate analyses in a similar manner, we interpret the results of those
studies in a very different way. Specifically, | evaluate the total results of the studies
in an attempt to measure the central tendency of all the companies within the proxy
group total. In contrast, Mr. Hevert separates DCF studies based on high estilmates
and low estimates, and makes certain arguments about removing Jow-end estimates

to produce what he believes to be a more reasonable result.

Michael P. Gorman
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IS MR. HEVERT’S INTERPRETATION OF A CONSTANT GROWTH DCF STUDY
BASED ON ANALYSTS' GROWTH RATE FORECASTS BALANCED AND
REASONABLE?
No. It is inappropriate for Mr. Hevert to judge the results of the DCF analysis simply
because he finds certain estimates to be too low. A more balanced approach would
be to exclude high-end and low-end outlier estimates from the interpretation of the
group resulits, but not simply low-end estimates as Mr. Hevert has done.

| agree with Mr. Hevert that the Edison International return appears fo be too
fow. That is principally why | considered both the average and the median of my
proxy group DCF estimates. Relying on the median group estimate excludes outliers,
either too high or too low, in interpreting the central tendency of the results of the
proxy group. In significant contrast, Mr. Hevert's proposal to ignore low-end
estimates, without similarly excluding high-end estimates, produces a biased and

unreasonable conclusion.

WHY DO YOU BELIEVE THAT YOUR INTERPRETATION OF YOUR CONSTANT
GROWTH DCF RESULTS BASED ON ANALYSTS' GROWTH RATE ESTIMATES
PRODUCES A BALANCED AND REASONABLE ESTIMATE OF A FAIR RETURN
ON EQUITY FOR AMEREN MISSOURI?

As shown in my direct testimony on my Schedule MPG-3, my proxy group produces
an average DCF return of 8.53%, and a group median return of 8.66%. The group
median is higher than the average because of some of the low-end DCF results like
Edison International's. However, the median proxy group estimate of 8.66% is
reasonably comparable to the median proxy group estimate using Mr. Hevert's mean
proxy group results as shown on his Schedule RBH-9. Specifically, his proxy group's

Michael P. Gorman
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median DCF returns were 8.86% for his 30-day average stock price, 9.01% for a
90-day stock price, and 8.14% for a 180-day stock price for the mean estimate.® The
constant growth DCF analyses that | performed, and those that reflect all of the
earnings growth estimates used by Mr. Hevert, support a return on equity for Ameren
Missouri of 9.0%. Both my and Mr. Hevert's constant growth DCF studies support my

recommended refurn of 9.4% for Ameren Missouri.

IS IT BALANCED AND REASONABLE FOR MR. HEVERT TO EXCLUDE ONLY
LOW-END DCF RESULTS?

No. Mr. Hevert's proposal to exclude DCF results because he finds them to be too
low is a hiased and imbalanced method of interpreting the proxy group results, and
measuring a fair return on equity for Ameren Missouri. While Mr. Hevert may choose
to ignore it, capital market costs are very low in this market. The utility industry is
generally regarded by the capital markets as a low-risk, stable ihvestment vehicle.
The market is providing significant access to capital for utility companies because of
the stable investment characteristics. Because the market recognizes the stable and
low-risk nature of electric utility companies, the security prices for utility companies
(both common equity and debt) have been bid up, and utilities’ costs of capital have

declined.

®Mr. Hevert's DCF studies include low, mean and high DCF results. His mean DCF results

include all the growth rate estimates used in his DCF studies. The median of the group mean results
represents all the growth rate information available in his studies that best represents the central
tendency of most of the resuits in his DCF studies. Mr. Hevert’s proposed high-end estimates include
significant outliers and growth rates which do not produce reasonable DCF results. His low-end
estimates support the reasonableness of my findings on a fair return on equity based on his studies as
described here.

Michael P. Gorman
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DOES MR. HEVERT COMMENT ON THE RESULTS OF YOUR SUSTAINABLE
GROWTH DCF APPROACH?
Yes. Like his previous comments on my constant growth DCF analysis using analyst
growth rate estimates, Mr. Hevert arbitrarily uses his judgment to determine whether
or not the DCF results are reasonable and represent the current market cost of equity
for utility companies. Since his judgment is biased, his conclusions simply have no
merit.

Further, he is also critical of the sustainable growth rate because it assumes a
constant payout ratio and earned return on equity assumptions he believes may not
be constant into perpetuity. He believes that historical data, and independent

research do not support these assumptions.

PLEASE RESPOND TO MR. HEVERT'S CONCERNS ON THE SUSTAINABLE
GROWTH RATE MODEL AND THE ASSUMPTION OF A CONSTANT PAYOUT
RATIO, EARNED RETURN ON EQUITY, AND HISTORICAL EXPERIENCE.

Mr. Hevert's interpretation and conclusions on the sustainable growth model are
again biased and without merit. He is correct that it is not clear that the growth
characteristics of a utility will reflect a constant payout ratio, or earned return on
equity. However, those assumptions are also inherent in the constant growth DCF
study using analysts’ growth rate forecasts. Mr. Hevert found no reason to make
these same arguments, which are equally applicable, to the constant growth DCF
mode! he has relied on. Rather, Mr. Hevert is simply arbitrarily and inconsistentiy
making arguments against one DCF model that are equally applicable to the DCF

model he relied on.
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Further, and more importantly, the assumptions of the constant growth DCF
mode! are reasonable over time given the payout ratio, earnings retention and
reasonable valuation metrics of electric utilities today. While the payout ratio is not
constant from year to year, it is reasonably constant on average over a long period of

time,

DOES MR. HEVERT PROVIDE ANY OTHER CRITICISMS OF THE SUSTAINABLE
GROWTH RATE ESTIMATE?

Yes. He makes the following arguments concerning the sustainable growth rate
model:

1. He argues that the growth rate is circular because it uses a projected return on
equity in order to forecast a growth rate.

2. He uses historical data and the DuPont model to decompose the proxy group’s
return on equity data over the period 2007-2013 and projections (2017-2019).

3. He also compares the historical earnings retention ratio of the companies in the
proxy group with their growth rate and argues that historical data does not support

the expectations that earnings growth will increase as the earnings retention ratio
increases as the sustainable growth formula suggests.

DO THESE ARGUMENTS MR. HEVERT MAKES DEMONSTRATE THAT A
SUSTAINABLE GROWTH RATE MODEL SHOULD NOT BE USED?

No. Mr. Hévert's analyses simply demonstrate why most market participants and
academics do not recommend basing growth rate estimates on only historical data.
Analysts’ growth rate projections are found to be more accurate than growth rates
derived from only historical data, because analysts will make informed judgment to
the historical data in formulating growth rate outlooks for the future. However, what
Mr. Hevert does not recognize is that analysts use accepted financial models and

judgment to form their published growth rates.
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While the sustainable growth rate model may produce unreliable results if
based on only historical data, it does produce reasonable results using projected
normalized data and reasonable assumptions. Those projected data used by
analysts, including Value Line, include projected earnings, dividends, earnings
retention ratios, and earned return on book equity. It is simply irrational for Mr. Hevert
to think that an analyst can make a growth rate projection without forming outlooks for
the financial parameters of the companies under examination.

As such, | agree with Mr. Hevert that using only historical data will not allow
for the development of a reasonable growth rate estimate going forward. However,
projections of future earnings, balance sheet items, and operating margins are
necessary to form outlooks for the growth in earnings and dividends going forward.
One simply cannot project a growth rate of a company without projecting the

expected financial resuits of the company.

PLEASE COMMENT ON MR. HEVERT'S USE OF THE DUPONT MODEL AND A
REVIEW OF HISTORICAL EARNINGS RETENTION RATIOS TO SUPPORT HIS
CONCLUSIONS CONCERNING THE UNRELIABILITY OF THE SUSTAINABLE
GROWTH DCF METHODOLOGY.
Mr. Hevert's reliance on the DuPont model to assess the historical and near-term
projections of profitability, and balance sheet strength, is reasonable in assessing
past performance, but incomplete in forming expectations of the future. Again, it is
reasonable to believe that analysts rely on informed judgment in using this data to
form their outlooks for the future.

Similarly, earnings retention ratios based on historical data can be distorted by
actual events that impact a company's accounting statements such as non-recurring
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charges, variations in earnings due to non-normal events such as weather, economic
conditions, major storms and natural event damages to the system, and timing of
adjusting rates to refiect cost of service.

A major flaw in Mr. Hevert's analyses is not in the use of this information to
draw information to develop expectations of future growth. Rather, the flaw lies in his
logic of using this to make criticisms of one methodology, when the same information
can be used to draw criticisms of all the methodologies used to estimate a return on
equity. Mr. Hevert’s reliance on historical earnings retention ratios, variability of the
balance sheet, operating margin, and earnings strength of the ultilities (DuPont
model), can be used to raise concerns about relying on a constant growth DCF model
using analysts’ growth rates (a method he uses), or developing a growth rate using a
sustainable growth rate methodology. it is simply inappropriate and unbalanced for
Mr. Hevert to apply it to only one of the models he chooses to reject. His arguments

about the reliability of Company historical data apply to all DCF models.

Response to My Multi-Stage Growth DCF Model

PLEASE SUMMARIZE THE CRITICISMS MR. HEVERT MAKES OF YOUR MULTI-
STAGE GROWTH DCF ANALYSIS.
Mr. Hevert's criticisms of my multi-stage growth DCF analysis include the following:

1. He concludes that my multi-stage growth DCF model is understated because it
did not refiect quarterly dividend paymenis. He concludes that using a mid-year
cash flow convention would have increased the results of my multi-stage model
by 18 to 19 basis points. (Hevert Direct Testimony at 16).

2. And he concludes that my long-term sustainable growth rate of 4.8% is
inappropriate because it only applies for a 10-year period. He derives a
four-stage growth component to reflect his independent projection of future GDP
growth. He concludes that this higher GDP growth rate estimate he derived
would increase the DCF return by 62 to 63 basis points.

Michael P. Gorman
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DO YOU AGREE WITH NMR. HEVERT THAT A FAIR RETURN ON EQUITY FOR
AMEREN MISSOURI SHOULD BE BASED ON A QUARTERLY COMPOUNDING
MULTI-STAGE GROWTH DCF ANALYSIS?

No. A quarterly compounding adjustment to the DCF analysis reflects cash flows
received by investors from the utility, and by reinvesting utility dividends in other
enterprises of corresponding risk and return. The cash flows received by reinvesting
dividends are not a cost to the utility. Hence, the quarterly compounding adjustment
overstates the utility cost of capital because it represents the rate of return investors
earn by receiving cash flows from the ufility, and receiving cash flows from other
enterprises.

A quarterly compounding DCF analysis has been largely rejected across the
country for setting rates. In any event, an 18 to 19 basis point 'adjustment to my
multi-stage growth DCF anaiysis would still show that my recommended return on
equity for Ameren Missouri is reasonable. As shown on my direct festimony
Schedule MPG-8, an 18 to 19 basis point adjustment to my median multi-stage
growth DCF return of 9.02% would suggest a fair return on equity for Ameren
Missouri of 9.20%. As such, Mr. Hevert's proposal for use of a quarterly compounded

DCF model is flawed and overstates Ameren Missouri’s cost of capital.

PLEASE RESPOND TO MR. HEVERT’S CONTENTION THAT A LONG-TERM GDP
GROWTH RATE SHOULD BE 5.7%, RATHER THAN THE CONSENSUS
ECONOMISTS’ PROJECTED GDP GROWTH RATE OF 4.8%.

This is the same argument Mr. Hevert and | have had in several proceedings hefore
the Missouri Commission. My GDP growth rate of 4.8% is based on the 5- to 10-year
consensus economists’ projections of long-term GDP growth. It includes a real GDP
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growth outlook of 2.4% to 2.7% and a GDP inflation outlook of 2.1%.” In contrast,
Mr. Hevert’s GDP growth rate of 5.7% reflects a historicél real GDP growth estimate
of 3.27%, which represents the real growth of the U.S. GDP over the period 1929-
2013, and a projected inflation outlook of 2.36%.

The primary difference between Mr. Hevert's GDP growth forecast and my
use of consensus analysts’ growth projections is based on the real GDP growth
outlook. Mr. Hevert believes the future GDP growth rate will mirror the GDP growth
rate experienced by the U.S. economy over the last 80 years and average 3.27% in
the future. However, independent economists are projecting a slower real GDP
growth outlook of 2.7% for the economy going forward.

| would also hote, that in his criticisms of my use of a GDP growth forecast,
Mr. Hevert argues that my use of 5- to 10-year growth rétes is not consistent with the
market's outlook for a GDP growth rate over longer periods of time. That argument is
without merit. Indeed, in my direct testimony at page 17, | show that the consensus
economists’ 5- to 10-year GDP growth forecast is consistent with the Annual Energy
Outlook GDP growth forecast through 2040 made by the EIA, and also with the
Congressional Budget Office’s real GDP forecast through 2023. In significant
contrast, Mr. Hevert has not provided any evidence that any market participant
believes, as he does, that future GDP growth will mirror that of historical real GDP

growth.

"Gorman Direct Testimony at 16.
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IS THERE REASON TO BELIEVE THAT THE U.S. REAL GDP GROWTH GOING
FORWARD MAY NOT BE AS STRONG AS IT HAS BEEN OVER THE LAST
80 YEARS?

Yes. In significant contrast to the last 80 years, the U.S. is now compsting with other
countries in the world that are significantly stronger economic competitors now than
they have been in the past. For example, countries that are now major economies
that compete with the U.S. include China, Brazil and India. These major economies
are now in direct competition with the U.S. This is in significant contrast to the last 80
years where these countries largely had very little economic output, and represented

very little economic competition to the U.S.

Response to My CAPM Study

Q
A

DID MR. HEVERT TAKE ISSUE WITH YOUR CAPM RETURN ESTIMATE?

Yes. Mr. Hevert argues that my market risk premium of 6.7%, which is based on the
arithmetic average of historical actual achieved market returns above the U.S.
Treasury bond income returns, is understated. He reaches this conclusion by looking
at some selected historical data presented on several charts he offered in his
testimony.

First, in Chart 1, he looks at the annual frequency distribution of observed
market returns from 1926-2013. Here, he states that approximately 50% of the
annual return observations are higher than a market return of 12.31% or higher, and
around 45 of 88 observations were in excess of 13.91%. He argues these returns
support a market risk premium well over the historical average, when both high

market returns and low market returns are considered.
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In his Chart 3, he looks at the frequency distributions of market risk premium
estimates. There, he shows that approximately 54.6% of the historical market risk
premiums (1926-2013) were ahove 10.31%.

In his Chart 4, he states that the market risk premium as measured by
Morningstar, and the recommendation for a market risk premium included in the
Ibbotson Associates publications, 6.7%, are heavily influenced by a small number of
years in which the market risk premium fell because of significant losses. He cites
that in 2008 the market lost 37% and as a result the market risk premium in that year
was a negative 41.45%.

Mr. Hevert concludes all of these charts support his finding that a reasonable
market risk premium is significantly in excess of the historical average actual

achieved market risk premium.

DO YOU BELIEVE MR. HEVERT HAS PROPERLY RELIED ON HISTORICAL

DATA TO FORM REASONABLE EXPECTATIONS OF THE FUTURE?

No. Ibbotson Associates recommends measuring actual achieved investment results

over very long periods of time, in order to smooth out market aberrations that are

caused by looking at shorter time periods. In direct contradiction to Morningstar,

Mr. Hevert found a market risk premium by looking at limited historical data that

supports his desired market risk premium estimates.

More specifically, Mr. Hevert's arguments are unreasonable and flawed for the
following reasons:

1. In his Chart 1 on page 21, Mr. Hevert concludes that an expected return on the
market is more reasonably predicted by only looking at approximately 50% of
actual achieved market returns. Those achieved market returns he selected are
when the returns are relatively strong. Mr. Hevert ignores market risk premiums
in bad years. In effect, Mr. Hevert is developing an expected return on the market

assuming that the return on the market will only reflect years of strong investment
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returns, and will not be impacted by years of soft or bad investment returns. This
is unreasonable, because history tells us the market will have up years and down
years, and investment returns over the long term will reflect both good and bad
years. In contrast, Mr. Hevert’'s market risk premium reflects predominantly only
the returns in good years.

2. His Chart 3 on page 24 shows frequency distributions of actual market risk
premiums. These are annual market risk premiums, not expected averages over
longer periods of time. Again, market risk premiums can be strong or weak in any
given year, but on average should smooth out to a normalized sustainable level.
While the actual results of having invested in the market could vary from year to
year, the net result on investment returns over the long term will reflect the good
years and the bad years. As such, it is not appropriate to exclude the bad years,
as Mr. Hevert proposes, simply because he wants to use a higher market risk
premium estimate than is justified from actual historical investment returns.

3. On his Chart 4 on page 25, he tries to imply that the probability of future market
risk premiums is more heavily influenced by historical data if you exclude years
that have abnormal results. However, market events that cause significant
declines in the market are going to occur in the future, and therefore should be
included in the probability of annual return expectations. Indeed, it is this
significant volatility in market returns which helps describe the risk of making
investments in the stock market. By excluding market risk premiums reflecting
these annual returns that are low or negative, Mr. Hevert is mitigating the actual
investment characteristics of the market and falsely inflating his return outlook.
No rational investor would adopt Mr. Hevert's outlook that the market going
forward would only have strong annual returns, without the probability of having
low annual returns or even negative annual returns. It is simply not a rational and
enlightened outlook of the risk of investing in the market.

For all these reasons, it is clear that Mr. Hevert is simply manipulating and
choosing historical data to suppott his inflated market risk premium estimate. A
balanced and impartial assessment of historical data supports a market risk premium
that is no higher than 7.0%, which is the highest market risk premium estimate by

Morningstar.
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DOES MORNINGSTAR SUPPORT YOUR POSITION OF GIVING SOME WEIGHT
TO ALL ANNUAL RETURNS AND USING HISTORICAL DATA TO FORM
EXPECTATIONS OF FUTURE RETURNS?

Yes. Morningstar itself describes the appropriate use of historical data in measuring
market risk premiums. It says as follows:

Some analysts estimate the expected equity risk premium using a
shorter, more recent time period on the basis that recent events are
more likely to be repeated in the near future; furthermore, they believe
that the 1920s, 1930s, and 1940s contain too many unusual events.
This view is suspect because all periods contain “unusual” events.
Some of the most unusual events of the last hundred years took place
quite recently, including the inflation of the late 1970s and early 1980s,
the October 1987 stock market crash, the collapse of the high-yield
bond market, the major contraction and consolidation of the thrift
industry, the collapse of the Soviet Union, the development of the
European Economic Community, the attacks of September 11, 2001
and the more recent liquidity crisis of 2008 and 2009.

it is even difficult for economists to predict the economic environment
of the future. For example, if one were analyzing the stock market in
1987 before the crash, it would be statistically improbable to predict
the impending short-term volatility without considering the stock market
crash and market volatility of the 1929-1931 period.

Without an appreciation of the 1920s and 1930s, no one would believe
that such events could happen. The 87-year period starting with 1926
is representative of what can happen; it includes high and low returns,
volatile and guiet markets, war and peace, inflation and deflation, and
prosperity and depression. Restricting attention to a shorter historical
period underestimates the amount of change that could occur in a fong
future period. Finally, because_historical event-types (not specific
events)_fend to repeat themselves, long-run capital market return
studies can reveal a great deal about the future. Investors probably
expect “unusual” events to occur from time to time, and their return
expectations reflect this.®

As advised by Morningstar, use of historical data should give some
consideration to all actual investment returns over long periods of time. While the
events that caused the positive or negative annual returns may not repeat

themselves, other events that have similar impact on market returns may be

%2013 Ibbotson SBBI Valuation Yearbook at 59, emphasis added.
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experienced in the future. Therefore, using historical data to draw conclusions about
what the market return will be going forward is necessary. Arbitrarily excluding data
from the historical time period as Mr. Hevert has done is improper. He has biased his

analysis, and overstated a reasonable estimate of a market risk premium.

Risk Premium Analysis

DOES MR. HEVERT TAKE ISSUE WITH YOUR RISK PREMIUM STUDY?

Yes. He has three criticisms of the study:

1. First, he states that relying on the fourth lowest and highest risk premiums is
arbitrary and establishes a range of return on equity estimates that is not

predicated on the current market conditions.

2. He says my model ignores the relationship of a strong negative correlation
between interest rates and equity risk premiums revealed by the data.

3. He states that the low-end of my recommended risk premium range is far lower
than any authorized return on equity since at least 1986. Therefore, he concludes

that the low-end has no relevance in estimating the Company’s cost of equity in
this proceeding.

IN RESPONDING TO YOQOUR RISK PREMIUM STUDY, MR. HEVERT OFFERS
CHART 5 WHERE HE COMPARES TREASURY BOND YIELDS AND RISK
PREMIUM DATA. DOES HE USE THIS CHART TO ESTIMATE A FAIR RISK
PREMIUM?

Yes. However, the flaw in Mr. Hevert’'s analysis is that he is not observing what
actual risk premiums have been over time, and does nof recognize that risk premiums
are driven by changes in perceived risk of equity versus debt securities. Rather, he is
simply employing an opportunistic review of actual historical data to grab numbers
that support a higher risk premium estimate, while ignoring data that produces returns

on equity that are lower than what he likes. His proposal to exclude low risk premium
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estimates is based on observations of what authorized returns on equity have been
more recently. As such, he does not perform an unbiased and balanced assessment
of historical data to estimate a risk premium. Rather, he looks for arguments to
support high estimates, and provides very sparse and unconvincing evidence to
reject low risk premium estimates.

He also observes that there is a point of inversion in comparing Treasury bond
yields to risk premium data. He states that early in the analysis, Treasury bond yields
are higher than risk premiums. More recently, risk premiums are higher than
Treasury bond yields. He uses this to imply that low market risk estimates should not
be considered in forming a fair return on equity for Ameren Missouri in this case. This
argument is again faully because it is not based on the assessment of risk premiums
that reflect investment risk of equity versus bond securities. Rather, it is an
opportunistic review of historical data to try to arbitrarily reject low risk premium
estimates, and support his high risk premium estimates.

The market evidence from the past supports equity returns based on
prevailing market conditions and observable bond yields. Those returns for both
equity and debt securities reflect the relative investment risk of each of the securities.
Risk characteristics are completely absent from Mr. Hevert’s selection of data that he

uses to support his preferred outcome.
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MR. HEVERT SUGGESTS THAT INSTEAD OF EXCLUDING THE THREE
HIGHEST AND THREE LOWEST PREMIUMS, THAT YOU SHOULD INSTEAD
CONSIDER THE SECOND HIGHEST AND THE LOWEST DATA TO PRODUCE A
RISK PREMIUM ESTIMATE. PLEASE RESPOND.
Mr. Hevert notes that the highest and lowest observations produce a return of equity
estimate of 10.26%. He does not explain how he arrived at that number. Further, he
says using the second highest and the lowest produces a return on equity of 9.99%.
The point of removing high and low data is to try to capture the central
tendency of all the observations in the data set. Simply relying on extreme estimates
does not produce a more reliable nor accurate return on equity estimate. In fact,
what Mr. Hevert has done simply produces a higher return on equity estimate. This is
particularly the case since using the high and low DCF returns on equity does not
support the 10.26% finding Mr. Hevert recognizes at page 30 of his rebuttal
testimony. Rather, it would support a return on equity of 9.85% using my comparable

risk gauge that includes interest rate changes as described in my direct testimony.

PLEASE SUMMARIZE MR. HEVERT'S RETURN ON EQUITY ESTIMATES.

Mr. Hevert's return on equity estimates are summarized below in Table 1. In
Column 2, | show the results with prudent and sound adjustments to Mr. Hevert's
common equity return estimates. With reasonable adjustments to his proxy group’s
DCF, CAPM and Risk Premium return estimates, Mr. Hevert's own studies show my
recommended return on equily (as described above) is reasonable for Ameren

Missouri.
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TABLE 1

Hevert's Return on Equity Estimates

Description

Constant Growth DCF
30-Day Average Stock Price
90-Day Average Stock Price
180-Day Average Stock Price

Multi-Stage Growth DCF
30-Day Average Stock Price
90-Day Average Stock Price
180-Day Average Stock Price

CAPM Resuits (Bloomberg Beta)

Current Treasury Yield (Bloomberg DCF - 3.60%)
Current Treasury Yield (Value Line DCF — 3.60%)
Proj Treasury Yield (Bloomberg DCF — 4.15%)
Proj Treasury Yield (Value Line DCF — 4.15%)

CAPM Results (Value Line Beta)

Current Treasury Yield (Bloomberg DCF - 3.60%)
Current Treasury Yield (Value Line DCF - 3.60%)
Proj Treasury Yield (Bloomberg DCF — 4.15%)
Proj Treasury Yield (Value Line DCF — 4.15%)

Risk Premium

Range

Sources:
'Hevert Rebuttal Testimony at 61-62.
2Schedule MPG-SR-1 through MPG-SR-3.

Mean'

()

9.48%
9.59%
9.67%

0.92%
10.05%
10.14%

11.50%
11.53%
12.05%
12.08%

10.27%
10.29%
10.82%
10.84%

10.34%

8.85% — 9.30%

Adjusted?
(2)

8.86%
9.01%
9.14%

9.12%/8.94%
9.25%/9.07%
9.35%/9.17%

8.35%
8.93%
8.90%
9.48%

8.37%
8.95%
8.92%
8.50%

Flawed

As shown in the Adjusted column, either making modifications to Mr. Hevert's
DCF and CAPM risk premium studies, or simply more accurately interpreting the
resuits of his studies, support a return on equity in the range of 8.9% to 9.3% for

Ameren Missouri in this case. These adjustments support my recommended return

on equity of 8.4% for Ameren Missouri.

BRUBAKER & ASSOCIATES, INC.
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PLEASE DESCRIBE THE ADJUSTMENTS YOU MADE TO MR. HEVERT'S
CONSTANT GROWTH DCF STUDY.

Mr. Hevert's constant growth DCF analysis and mine are reasonably comparable. My
criticisms of Mr. Hevert's analysis more relate to the interpretation of his results and
not the constructs of the model. Specifically, Mr. Hevert places significant weight on
high-end outfier estimates without also considering fow-end resuits. A more balanced
methodology is fo interpret the results based on the central tendency of all the proxy
group estimates to produce a more reasonable and reliable estimate for Ameren
Missouri.

As shown on my Schedule MPG-SR-1, | have summarized Mr. Hevert's
constant growth DCF return estimates, and ranked them from high to low for his low,
high and median estimates. The purpose of this is to show the central tendency of
the results, and show that overwhelmingly his DCF results produce return on equity
recommendations of 9.5% or less. As shown on his 30-day estimates approximately
67% of all estimates are less than 9.5%, for the mean over 80% are Iowe.r than 9.5%
for the low estimates, and even on the high estimates approximately 30% are 9.5% or
less. Based on his 90-day and 180-day DCF estimates, overwhelmingly his DCF
return estimates are 9.5% or less. The high-end estimates are skewed by consistent
high-end estimates for Portland General Electric Company (‘POR"), PNM Resources,
Inc. ("PNM") and Otter Tail Corporation (“OTTR"). These numbers are clearly too
high to be reasonable estimates of Ameren Missouri's cost of equity.

Because of the existence of low-end and high-end estimates that skew the
group average resuits, | recommend placing primary weight on the median proxy

group estimate from the mean estimate of Mr. Hevert's DCF studies. The mean
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estimate reflects all his growth rate estimates, and provides a more accurate
description of the central tendency of all the proxy group DCF results.

As shown on this schedule, for the 30-day, 90-day and 180-day, the mean
proxy group estimate relying on the proxy group median is 8.86%, 9.01%, and 9.14%,
respectively. These estimates support the reasonableness of my 9.4%

recommended return on equity for Ameren Missouri.

WHAT ARE YOUR CRITICISMS OF MR. HEVERT'S MULTI-STAGE DCF
ANALYSIS?

Primarily | have two criticisms. First, he has relied on a quarterly compounding
methodology, which he acknowledges increases his proxy group estimates by 18 to
19 basis points. Second, he relies on a GDP long-term growth rate of 5.7% which
significantly exceeds current market participants’ outlook for future GDP growth.

As shown on pages 1, 4 and 7 of my attached Schedule MPG-SR-2, using a
fong-term GDP growth outlook of 4.7%, and with and without his 18 basis point
quarterly compounding adjustment, Mr. Hevert's DCF studies support a retun on
equity — using a 30-day, 90-day and 180-day average yield of 9.12%/8.94%,
9.25%/9.07% and 9.35%/9.17%, respectively.® All of these estimates support my

recommended return on equity of 9.4%.

PLEASE DESCRIBE THE ISSUES YOU HAVE WITH MR. HEVERT'S CAPM
RETURN ESTIMATES.
My primary criticisms of Mr. Hevert's CAPM return estimates is he has overstated the

market risk premium estimate. As described above, Mr. Hevert's market risk

®*The first number in each pair is the mean value using average growth rates, and the second

nurnber is the first reduced by 18 basis points.
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premium estimates of 8.71% and 10.31% significantly exceed reasonable estimates
of the future market risk premium. These estimates are based on DCF return
estimates of 13.91% and 12.31%, respectively. These DCF returns reflect growth
rates of 11.75% and 10.18%, respectively._ These growth rates simply are not

sustainable indefinitely as required by the constant growth DCF study.

CAN MR. HEVERT'S CAPM RETURN ESTIMATES BE MODIFIED TO PRODUCE
REASONABLE RETURN ON EQUITY ESTIMATES FOR AMEREN MISSOURI?

Yes. Use of a market risk premium in the range of 6.2% to 7.0% produces
reasonable CAPM results. As shown on my Schedule MPG-SR-3, using these
results supports CAPM return estimates of 8.35% to 9.50%, using Mr. Hevert's
current Treasury vyield of 3.6%, and 4.15%, and the Bloomberg and Value Line beta

estimates of 0.766 and 0.769, respectively.

DO YOU HAVE ANY COMMENTS CONCERNING MR. HEVERT’S RISK PREMIUM
STUDY?

Yes. Mr. Hevert gauges appropriate equity risk premiums by considering only
changes in nominal interest rates. He fails to consider the relative difference in
investment risk of equity versus debt securities. Indeed, his analysis makes no effort
to try to gauge the movement of equily risk premiu?ns based on changes in
differences of investment risk of these two competing securities. As a result, his
equity risk premium is fundamentally ﬂawed, and his design is simply to enhance a
return on equiiy estimate. Therefore, it should be rejected. A reasonable application

of a risk premium model would show that Ameren Missouri’s cost of commeon equity is
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reasonably in line with the adjusted resuits | make to Mr. Hevert's DCF and CAPM

studies.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes.
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Ameren Missouri

Revision of Exhibit RBH-10
Constant Growth Discounted Cash Flow Model

30 Day Average Stock Price 90 Day Average Stock Price 180 Day Average Stock Price
Low Mean High Low Mean High Low Mean High
ROE ROE ROE ROE ROE ROE Ticker ROE Ticker ROE Ticker ROE

IDA 5.15% IDA 6.51% IDA 7.18% DA 5.25% IDA 6.60% DA 7.28% DA 5.36% IDA 6.71% DA 7.39%
WR 6.90% EDE 7.66% EDE 8.34% WR 7.05% EDE 7.80% EDE B8.48% WR 7.17% EDE 7.80% EDE 8.58%
POR 6.99% 80 8.35% S0 847% POR 7.13% DUK 8.50% DUK 8.56% POR 7.23% PNW 8.50% DUK 8.59%
EDE 7.32% AEP 8.42% DUK 8.51% EDE 7.46% S0 8.51% 80 8.63% EDE 7.56% S0 8.51% 80 8.63%
CNL 7.48% DUK 8.45% AEP 8.58% CNL 7.58% AEP 8.56% AEP 8.72% CNL 7.65% DUK 8.52% PNW 8.86%
NEE 7.65% PNW 8.49% PNW 8.85% NEE 7.80% PNW 8.56% PNW 8.93% NEE 7.92% AEP 8.72% AEP 8.88%
PNW 8.24% WR 8.50% GXP 9.58% PNW 8.32% WR 8.64% GXP 9.75% PNW 8.25% WR 8.77% GXP 9.92%
SO 8.26% NEE 8.86% NEE 9.66% S0 8.42% NEE 9.01% NEE 9.81% 80 8.43% NEE 9.14% NEE 9.94%
AEP 8.31% GXP 9.02% WR 10.16% AEP 8.45% GXP 9.20% WR 10.31% HE 8.43% GXP 9.37% WR 10.44%
DUK 8.41% HE 9.69% CNL 11.03% HE 8.46% HE 9.55% HE 11.02% DUK 8.48% HE 9.52% HE 10.99%
HE 8.59% CNL 9.85% HE 11.16% DUK 8.46% CNL 9.94% CNL 11.13% AEP 8.60% CNL 10.02% CNL 11.20%
GXP 8.73% POR 10.54% NU 11.65% GXP 8.91% POR 10.69% NU 1.75% GXP 9.08% POR 10.79% NU 11.82%
NU 9.80% NU 11.00% POR 14.50% NU 10.00% NU 11.10% PCR 14.66% NU 10.07% NU 11.17% POR 14.76%
OTTR  10.190% PNM 12.16% PNM 14.93% OTTR  10.23% PNM 12.34% PNM 15.11% OTTR  10.29% PNM 12.48% PNM 15.26%
PNM 10.47% OTTR 14.69% OTTR 19.28% PNM 10.65% OTiR 14.82% OTTR 19.42% PNM 10.79% OTTR 14.89% OTTR 19.48%
Average 8.17% |Average 9.48% |Average  10.79% Average 8.28% |Average 9.59% {Average 10.90% Average 8.35% |Average 967% |Average  10.88%
Median 8.26% [Median 8.86% |Median 9.66% Median 8.42% |Median 2.01%_{Median 9.81% Median 843% [Median 9.14%__|Median 9.94%

<9.5 12 <95 9 <95 3] <9.5 12 <35 9 <95 6 <9.5 12 <9.5 9 <9.5 [

»=05 3 >=0.5 8 »>= 9.5 9 >z 9.5 3 »=9.5 8 »= 9.5 9 »>= 9.5 3 »>=85 8 >= 9.5 2

Total 15 Total 15 Total 15 Total 15 Totai 15 Total 15 Total 15 Total 15 Total 15
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Ameren Missouri

Ravision of Exhibi RBH-10
Mult-Stage Groath Discounted Cash Flow Modal
30 Day Average Stock Price
Averags EPS Growth Rate Estmata in First Stage
Inpias 1 12 Bl 14 I5) 18] U] 18] 18] [10) [11] [12] 3}
Stock EPS Growth Rate Esfimates Long-Term Pajout Rato Heratve Soluton Terminal Terminal
- Vaw
Company Tiker Prce Zacks FistCal Line  Averags  Growth 2013 2017 2024 Proct IRR  P/E RatoPEG Rato
Amercan ERCine POAS! Company, Inc. AEP §5006 430% 423% A4E0% 434% 470% 6400% 63.00% 67.05% s 9.14% 1580 335
Cleco Corporaton CNL $4974 B800% B800% 4530% 683% 470%  S4.00% 57.00% 6705% S0 8.43% 1484 318
Duke Eneegy Corporation DUK §7052 380% 392% 4.00% 394% 470% T6.00% 63.00% 67.05% 0 8.54% 1828 389
Empire Dislrict Electric Company EDE $§2393 300% 2J00% 400% 333% 470%  6BOOW 64.00% 67.05% w0 853% 18.34 3¢0
Greal Plans Energy Inc GXP $2649 520% 517% 600% 546% 470% 55.00% €8.00% 67.05% $00 8.83% 17.01 362
HawaFan Ekectric Industies, Inc HE §2477 600% 420% 350% 457% 470% T800% T400% 67.05% 10.11% 1287 276
IDACORP, Inc. IDA  §5509 4.00% 400% 2.00% 333% 470%  4500% 61.00% 67.05% o BE4% 16.85 3iet
HKextEra Energy, Inc NEE $9411 610% 648% 450% 589% 470%  S400% 59.00% 6705% $® 862% 17.60 381
Hortheast Utites NHU $S4477 780% 628% BQ0% 7.36% 470% 59.00% 6800% 67.05% o B57% 18.15 366
Orter Tad Corporation OTTR $30.39 HA 600% 1500% 1050% 470% 87.00% 50.00% B705% sm B74% 17.38 389
Pinnacia West Cepital Corporation PN $5461  460%  4.13%  400% 424% 470% 6200% 64.00% 67.05% s 9.48% 1476 314
PHM Resources, Inc. PHM $2678 7680% B820% 1200% 927% 470% S000% S51.00% 67.05% sw 0.66% 14.15 301
Portland General Electric Company PCR $3209 660% 1085% 2350% 7.00% 470% €6500% G56.00% 67.05% %0 9 E6% 1360 289
Southem Company SO $43390 2370% 355% 350% 358% 470% 7500% 7200% 6705% o 920% 1560 332
Wiestar Enecgy. Inc WR  SMES  430% 280% 600% 437% 470% 5500% 60.00% 67.05% $om 9.26% 15.38 327
DCF Result
16.07 342
Max 10.11% 18.24 380
Man 853% 1297 278
Projeeied Annual
Ezmings per Share [14) [15) 16, (17) (18] 118) 120) 121] (22) 123) {24] [25) (26) [27] [28] [28) [30]
Company Ticker 2012 2013 2014 2015 2016 2017 2018 2018 020 2021 2022 2023 2024 2025 2026 2027 2028
American Electiic Power Company, Inc.  AEP $288 $3.11 $324 $339 §353 $369 365 $402 §4.19 $4.38 $458 $480 $502 $528 $551 $577 $5.04
Cleco Corporaton CHL %270 s288 $308 $329 $352 $378 $4.01 $427 $454 $480 $5.08 531 §556 $5.82 $6.10 $5.38 $668
Duke Energy Corporation DUK 5371 §1e5 $4.01 $4.47 §4.33 $4.50 §463 s487 3507 $529 §5.53 8578 §5.05 $5.34 $663 §6.95 §727
Emgire Dislrict Eleclric Company EDE $132 $136 $1.41 $1.46 $1.50 $1.56 $1.61 $1.66 $1.73 $1.80 $1.87 $196 $205 $2.14 $225 $235 $245
Greal Piains Energy Inc. GXP $135 $142 $150 $158 $187 $1.76 S1E8 $1e5 5205 $2.18 s227 $238 §249 $281 $273 $2856 $289
Rawaian Ekeclric Industies, Inc HE $168 $1.78 s1.e4 $1.92 $201 s2.10 $220 $230 $240 $251 §2.63 8275 $288 $3.02 $3.16 3.3 $347
IDACORP, Inc. DA 337 $348 §360 8372 $3e4 §$3e7 $4.10 $425 §4.44 $459 s4.78 $500 $523 $5.48 $573 $5.00 $529
KextEra Enecgy, Inc. NEE $455 482 §5.09 $538 $s569 £5.01 $5638 8T $7.07 $7.44 $7.81 $8.19 $857 §808 $9.40 $9.84 $1030
Koriheast Utites NU  s159 $203 $2.18 $234 $251 $270 §289 $309 $329 $349 $3.69 $388 $4.05 8425 $4.45 $4.66 $483
Oiter Tal Corporation CTTR $1.05 §1.16 §128 $1.42 $1.57 $1.73 $1.01 $209 §227 §245 $2.81 $276 $268 $302 §3.15 I $347
Pirnacle West Capital Corporaton PHW  $350 $365 §3.80 $3¢5 $4.12 4 $4.49 §4869 5489 $5.11 $534 3559 $585 $5.13 $6.41 872 $7.03
PN Resources, Inc PNM  $131 $1.43 $1.58 $1.71 $187 s2.04 §223 $242 $281 $270 $208 $3.12 $327 $342 $359 $3.75 $3e3
Portiand General Electric Company POR $187 $200 $2.14 $229 $245 $262 $281 $2599 $3.18 3328 5355 87 $380 $4.00 $428 $4.48 $469
Southem Company 0  s287 s277 $285 $297 $3.07 s3.18 5330 §342 5356 $371 s$ie7 £4.04 $423 §4.43 $464 $4.85 $508
Westar Energy, Inc WR_ $2.15 $2.24 $234 $244 $255 $268 §2.78 $2.90 $303 $3.17 §331 $3.47 $363 $380 $393 $4.17 $4.38
Projecied Anaual
Dividend Payout Ratc 131 132] 23 [34) 135) 136) 127 38] 139) 140 41 142) 3] [44] 145] [£6)
Company Ticker 2013 2014 2015 2016 2017 2018 2018 2020 2021 2022 2023 2024 2025 2028 2027 2028
Amenican Electric Power Company, Inc.  AEP 6400% 63175% 6350% 6325% 6300% 6358% E4.16% €473% 6531% 6580% 6547% 67.05% 67.05% 67.05% 67.05% 6705%
Cleco Corporation CHKL 5400% B475% 5550% 5625% 57.00% 5844% 5087% 6131% 6274% 6€4.18% 6561% 6705% 67.05% 67.05% 67.05% 67.05%
Duke Energy Corporation DUK 7600% 7275% 6950% 6€625% 6300% 6358% 6416% 64.73% 6531% 6589% E547% 67.05% 67.05% 67.05% 67.05% 67.05%
Empire District Electric Company EDE 6800% 67.00% 6500% 6500% E400% G444% €487% 6531% 6574% €5.18% €661% 67.05% 67.05% 6705% 67.05% 6705%
Greal Piains Energy Inc. GXp 5500% 57.75% B0S50% ©325% €600% €8.15% 6530% E645% 6560% €6.75% ©€560% 6705% 67.05% 67.05% 67.05% 67.05%
Hawaian Eleciric Indusides, Inc. HE 7600% T7.00% T7600% 7500% TA00% T30 T7201% T71.02% 7003% 69.03% 68.04% 67.05% 67.05% 67.05% 67.05% 67.05%
IDACORP, Inc. DA 4500% 40.00% 5300% 57.00% 61.00% 6185% 6273% 63.50% E4.45% 6532% €6.18% 67.05% 67.05% 67.05% 67.05% 67.05%
NexiEra Energy, Ing. NEE 5400% B5525% 5550% 57.75% 5900% €0.15% 6130% 6245% 6160% E€4.75% 65.60% 67.05% 67.05% 67.05% 67.05% G67.05%
Hortheast Utites KU 5900% 5875% O5850% 5825% 5800% 5820% €058% G1E8% 6I17% B446% 6575% 67.05% 67.05% 67.05% 67.05% 67.05%
Otter Tald Corporation OTIR 87.00% €0.00% 73.00% €500% 5000% €015% 61.30% 6245% 6360% E4.75% B500% 67.05% 67.05% 67.05% 67.05% 67.05%
Pinnacie Wesl Capital Corporation PHW 6200% 6250% 6300% 6350% 6400% €444% B487% 6531% 6574% €6.16% 6561% 67.05% 67.05% 67.05% 67.05% 67.05%
PNM Resources, Inc PM 5000% 5025% 5050% 5075% S5100% 5320% O5558% 57.88% G0.17% 6246% €4.75% 67.05% 67.05% 67.05% 67.05% 67.05%
Portlard General Eleclric Company POR 66.00% 6350% 61.00% 5850% S600% B6758% 50.16% €073% 6231% 6380% 65474 67.05% 67.05% 67.05% 67.05% 67.05%
Southem Company S0 T500% T425% 7350% T7275% T200% T120% 7055% 6988% 69.17% 6E846% 67.75% 6705% 67.05% 67.05% 67.05% 67.05%
Vieslar Energy. Inc YR $500% 5625% O5750% 5875% €000% 6101% 6201% 6302% 6401% 6503% €604% 67.05% 67.05% 67.05% 67.05% 67.05%
Projected Annual
Cash Fiows 147 148) £ [50] 1511 52) 153) 154] 1551 155] 157 [58] [58) 1s0] 81 2] 183]
Termenal
Companry Ticker 2013 2014 2015 2018 2017 2018 2018 2020 2021 2022 2023 2024 2025 2026 2027 2028 Valua
American Electric Power Company, Inc.  AEP $1.60 $207 $2.15 $223 $2.32 §2.45 §$258 §272 §263 $3.02 $3.19 $337 $3.53 $369 $3a7 $405 §9540
Cleco Corporation CHhL 5186 $1869 $1.83 $1.08 $2.14 §235 §255 $278 $301 §325 $349 $373 $380 $4.09 $428 5448  §99.2)
Duke Energy Corporation DUK $283 $262 $2%0 s287 s284 s297 $a92 §328 §348 $364 $3.84 $4.06 §425 $4.45 466 s4g8 s13299
Empire Distict Eleclric Company EDE 5063 s094 $0.86 §0.¢3 $1.00 $1.04 $1.03 §1.13 $1.18 $1.24 $1.30 $1.37 §1.44 $1.51 $1.58 $1.65 84514
Great Piains Enargy Inc GXP s$o078 soe7 $0.66 $1.08 $1.18 $123 $1.20 $1.37 $1.44 151 $1.59 $167 $1.75 5183 si92 $201  $5091
Hawa®an Ekzclric Indusiries, Inc. HE $1.37 $141 $1.46 $1.51 $1.55 $1.60 $165 ST §1.76 $1.62 $1.87 $1.83 §202 $2.192 $222 $232 s4485
IDACORP, Inz. DA $1.57 $1.76 $1.87 $2.19 $242 $254 $267 5280 5208 $312 833 $3.51 $367 $3e4 $402 $421 $10650
HexiEra Energy, Inc. KEE 3260 $261 $3.04 $3z20 $355 $3s2 s4.11 $4.41 $473 §505 $5.40 §5.75 §5.02 $8.30 $560 £691 S18448
Northzast Utiities KU $120 $1.28 $137 $1.48 $1.55 $1.72 8$1.87 S204 $221 §$2.38 $255 s272 $285 s2.98 $3.12 $327 s8358
Otter Tad Corporaton OTIR s101 $1.03 $1.03 $1.03 $1.02 $1.15 s123 §1.42 $1.58 $1.69 $1.82 $1.e3 §203 $2.142 $222 $232 $60.18
Pnnacla West Cepial Corporation PHW $228 $238 $250 $262 $278 $289 $3I04 $318 $338 $354 $372 $302 4 $4.30 $4.50 $471 810379
PNM Resources, Inc. PEM $072 079 $0.86 §0.95 $1.04 119 $1.34 $1.51 $1.68 $185 $202 $2.18 $230 3240 $252 $263 §5559
Portfand General Edectric Company POR $132 $1.36 $1.40 $1.43 $1.47 5162 177 ste3 $2.10 $227 244 $262 $274 s2e7 $3.00 $3.14  $8378
Southem Company s0 $2.07 $2.13 $2.18 3224 229 $235 $242 249 $2558 §265 $2.74 $2684 $207 s $325 $341  §7929
Wiestar Erergy, Inc. ¥R $123 $1.32 $1.41 $1.50 $1.60 $1.70 $1.80 §$1.91 §203 $2.16 $229 $243 $2.55 $267 $2.79 $2¢3  $67.12
Prejectad Annual Data
Invesior Cash Flow 164} 185) 166) 1 188) 169) 7o L)) 2] 73] [74) [7s) [7s) rn (L] [7¢) 180}
Intal
Company Ticker Outfiow 4&/15/14 12731114 830/5 63016 64MIT 64018 63010 63020 60021 63022 63023 63024 630725 B/30726 60727 6730728
Amencan Elclric Power Company, Inc.  AEP (§5005) $000 $145 $2.15 223 $232 $245 $258 $272 $285 $3o02 $3.18 $337 $353 $369 $387 $93.45
Clzco Corporation CHL (s49.74) $000 $1.15 $183 s$1es $2.14 $235 8258 $278 $3.01 $325 $349 $3.73 $390 $4.09 $428 si10371
Duke Ensrgy Corporaton DUK ($7052) $000 $2.13 $280 s$287 $2.84 s207 $312 $328 $346 $364 $3e4 $408 $425 5445 $465 S$1779
Emgre District Eleclric Company EDE (523458) $000 $067 3056 083 $1.00 $1.04 $i03 $1.13 EIRT $1.24 $1.30 $1.37 5144 $154 $158 s4680
Great Plains Energy Inc. GXP (§2549) $000 5057 s0¢e6 $1.05 §$1.16 $1.23 $1.30 $1.37 $1.44 $1.51 $159 $167 $1.75 s1.83 $1902 $5202
Hawaian Elctic Industries, Inc. HE ($2477) $000 $100 S1456 $151 $1.55 $160 5165 S1.71  $1.76  $162 $187 $183  §202 $2.92 $222 w727
IDACORP, Inc. DA ($5509) $0.00 $1.13 3187 $2.19 $242 $2.54 $267 $280 §256 $312 $331 §351 $367 sy $402 s11072
HKexiEra Energy, Inc KEE (§94.11) $000 $1.01 $304 $329 $3.55 $382 8411 $4.41 $473 $5.08 $540 §5.75 §5.02 $6.30 $860 $191.37
Hortheast Utitss HU ($4477) %000 s0es $137 $1.45 $1.56 §$1.72 s187 $204 22 $238 §255 $272 $285 $283 $31z2 39183
Odter Tad Corporaton OTTR ($3039) $000 §076 $1.03 $1.03 §$1.02 $1.15 $123 $1.42 §1.58 §$1.69 $1.82 $1.93 §203 §$2.12 $222 $5250
Pinnacks West Capital Carporation PHW ($5481) $000 $165 $250 $262 $278 §289 5304 $3.19 §336 3384 $372 $302 s4a §4.30 $450 $108.51
PHM Resources, Inc. PNM  (52578) $0.00 $0.53 $085 005 $1.04 $1.19 5134 $1.51 $1.68 $165 $202 §2.19 $230 §240 $252 85823
Porttard General Electric Company POR (§3208) $000 $0.87 5140 5143 $1.47 $1.62 $1.77 $1.93 $2.10 s221 $2.44 §$262 $274 s287 $300 $6893
Southem Company 50 (%4333 $000 $1.50 $2.18 8224 $229 $235 $2.42 $2.49 $255 $265 $274 s284 $207 3 $325 8270
Westar Energy, Inc WR ($3484) $000 5020 s1a $150 $1.60 $1.70 $180 $i91 $203 $218 $229 $243 §255 $267 §279 $70.05
Schedule MPG-SR-2
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Ameren Missouri

Revision of Exhibd RBH-10
Mufi-Stage Growth Discounted Cash Flow Modz!

€0 Day Averaga Stock Price
Averaga EPS Growth Rats Estma'e in First Staga
Inputs U} 12 1] 14 5] 18] Ul [C] 181 [10) [11) [12) 113
Stock EPS Growth Ra'e Estimstes Long-Term Payout Rato lteratva So'ution Terminal Termnal
— Ve
Company Ticker Prica  Zachs FirsiCall Line  Averags Growth 2013 2017 2024 Prool __ IRR__P/E Ra%oPEG Rato
American Eleclic Poner Company, Inc. AEP  $4845  430% 423% AG60% A434%  470% C4C0% 6IC0% 67.05% socto 0204 1520 325
Cleco Corporation CHL $4820 B800% B00% 450% 683% 470% 5400% 57.00% 67.05% so00 959% 1440 305
Duke Enegy Corporaton DUK 86970 2300% 302% 400% 304% 470% 7600% 6300% 67.05% om0  B53% 1808 385
Empire Distict Elsetric Company EDE $2323 300% 2300% 400% 333% 470% 6B00% 6400% 6705% soc0 B65% 17.76 378
Greal Piains Energy Inc. GXP $2525 520% 517% 6.00% 546% 470% 5500% 66.00% 67.05% soco 903% 1621 345
Hawatan Electric Industies, Inc HE $2545 600% 420% 350% 457% 470% 7800% 7400% 67.05% so00 986% 1334 284
IDACORP, Inc. IDA $5348 400% 400% 200% 333% 470% 4500% 61.00% 67.05% 000 B97% 1645 350
NexiEra Energy, Inc NEE $8987 6.10% 648% 450% 569% 470% 5400% 5900% 67.05% soco  B8O% 1711 364
HNortheast Utities NU $4340 7680% B28% B.00% 7.36% 470% 50.00% 5800% 67.05% soc0 BE8w 17.864 375
Otter Tad Corperation OTTR $2045 MA  600% 1500% 1050% 470% B7.00% 50.00% 67.05% soco B87% 1684 358
Pinnacla West Cepital Corporation PNW $5365 460% 4.13% 400% 424% 470% 6200% 6400% 6705% soco 954% 1460 303
PHM Resources, In. PNM $2518 760% 820% 1200% ©027% 470% 50.00% 51.00% 67.05% saco B85% 1336 284
Pertand General Electric Company POR $3080 660% 108%% 350% 700% 470% ©6500% 5600% 6705% sac0 1007% 1308 278
Southem Comgany SO $4165 370% 355% 2350% 358% 470% 7500% 7200% 6705% soco 938% 1508 320
Westar Enargy. Inc. WR  §3344  430% 280% 600% 437%  470% 5500% 60.00% 67.05% soo0  043% 1485 316
DCF Resull
Emsaen 1560 332
Max 1007% 1808 385
M 853% 1306 278
Projzcted Annual
Eamings per Share [14) [15] (18] (7] (18] [19) [20] {21] [22) [23) [24] 125] (28] 127) [28] (28] [30]
Company Ticker 2012 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Amenican Elechic Poner Company, Inc. AEP  $2€8  $3.11  §324  §339  §353  $369  §365 §402 410 438 §468 SAB0 $502 $526 8551 $577 604
Cieco Corporaton CHL $270 $288 $303 $329 $352  $378  $401 $427 $454 $480 5508 $531 $556 $562 §510 $538  $6.63
Duke Ensrgy Corporation DUK $371 $386  $401  $417 $433  $450  S463 S487 $507 $520 S553 $578 $505 $534 563  $595  §7.27
Empire District Edectric Company EDE $132 $136 S$141 $146 $150  $156  S161  $166  $1.73  $1e0  $1.87 $1.96 $205 $2.14  $225 §235  $246
Greal Piains Enérgy Inc. GXP $135 §142 $150 $158 S167  $176  S185  $195 $206 $2.16 5227 $238 $240 $281 §$273 $285 5209
Hawaan Electric Industies, Inc HE $168 $176  S184  $1902 §201  $210  $220 §230  $240 $251 §263 $275 283 $302 $316 $331  $347
IDACORP, Inc. IDA  §337 5348 3380  $372 3384 $307  $410  $425  $441 5459  $478  $500 $523  $548  §573 3500 $629
HextEra Energy, Ine NEE $456 8482 $509 §538 8560  $601  $635 8671 $7.07 $7.44 $7.81 $B.49  $857 $0.68  $9.40 8984 $10.30
Horheast Utites HU  $189 $203  S218 $234 251  $270  $289 $309 §320 $349 $369 $388 $408 $425 $445 466 $468
Otter T2l Corporation OTTR $105 S$1.16 $128 S$142 $157  $1.73 8181  $209 $227 $245 $261 $276 $289 $302 $316 5331 §347
Pinnacle Wes! Capilal Corporation PNW  $350 $365 $380 $3E6  S413  $431 5449 $469 S489 $511 3534 $550 $585 $6.43  $641 3572 $7.03
PHM Resources, Inc PNM  S131 S143  $155  S171  S187  $204  $223 5242 $281 5279 5206 $342 $327 $342 $359 5375 $3E3
Porfand General Electric Company POR $187 5200 $214 $220 §245  $262 281 $2§9 $318 $§335 385 S37) 5360 5409 §428 S448  $469
Southem Company SO $267 $277 $285  $297  $307  $318  $330  $342 5356 $371  $387  $404 $423  $443  $464 5485 3508
Westar Energy, Inc WR  $215  $224 5234  $244  $255  $2€6 5278 $2%0  $303  $347  $331  $347  $363 3380  $393  $417  $438
Projected Annual
Dividend Payout Rate 131) 132) [33] [24] [35) 136} [37) [ED] [33] [40) [41) 1621 13 [44) 145) [485)
_Comgany _ Ticker 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
American EJeciic Poaer Company, Inc.  AEP GA00% 6376% 6350% 6325% GI00% G355% €416% G€A73% 6531% 6500% 66A47% 67.05% 67.05% 6705% 67.05% 67.05%
Cleco Corporation CHL S400% -5475% 5550% 5625% 57.00% 58.44% 5087% 61.31% 6274% 64.18% 6561% G67.05% 67.05% 67.05% 67.05% 67.05%
Duke Ensrgy Corporation DUK T600% T275% 6950% 6€625% 6300% 6358% E4.16% 64.73% 6531% B589% €647% 67.05% 67.05% 67.05% 67.05% 67.05%
Empire Districl Electric Company EDE 68C0% 67.00% 6600% 6500% 6400% G444% E487% 6531% 6574% €6.18% €661% 67.05% 67.05% 6705% B67.05% 67.05%
Greal Piains Enargy Inc. GXP 5500% 57.75% 6050% 6325% €6.00% €6.15% 6530% 66.45% 6560% E675% 6690% 67.05% 67.05% 67.05% 67.05% 67.05%
Hawaian Electric Industries, Inc. HE 7800% 77.00% 7600% 7500% T400% 7301% 7201% 71.02% 7003% 69.03% 6B04% 67.05% 67.05% 67.05% 67.05% 67.05%
IDACORP, Ine DA 4500% 49.00% 5300% 57.00% 61.00% 6185% 6273% 6355% 6445% 6532% 66.18% 67.05% 67.05% 67.05% 67.05% 6705%
HexiEra Energy, inc. NEE £400% 5525% B56.50% 57.75% 5000% 60.15% 61.30% 6245% 6360% 64.75% 6590% 67.05% 67.05% 67.05% 67.05% 67.05%
Mortheast Utites KU 5900% 5875% 5850% 5825% 5800% 5929% 6058% 61.86% 63.17% E4.46% 6575% 67.05% 67.05% 67.05% 67.05% 67.05%
Otter Tad Corporation OTTR B7.00% 80.00% 7300% 6500% 59.00% 60.15% 6130% 6245% 6360% 6475% 6500% 67.05% 67.05% B6705% 67.05% 67.05%
Pinnacle West Capital Corperation PHW 6200% 6250% 6300% 6350% G400% €444% 6487% 6531% 6574% 66.16% 6561% G67.05% 67.05% 67.05% 67.05% 67.05%
PNM Resources, Inc PNM 5000% S5025% 5050% 5075% 5100% 5320% 5558% 57.88% 60.17% 62.46% 64.75% 67.05% 67.05% 67.05% 67.05% 67.05%
Portiand General Electric Company POR 6600% 6150% 6100% 5850% S600% 57.55% 59.16% 60.73% 6231% 6389% 6547% 67.05% 67.05% 67.05% 67.05% 67.05%
Southem Company S0 7500% 7425% 7350% 7275% 7200% 7129% 7058% 60.65% 69.17% 6B46% 67.75% 67.05% 67.05% 67.05% 67.05% 67.05%
Westar Ergrgy, Inc YR 5500% 5625% 57.50% 5375% 6000% 6101% 6201% 6302% €403% B503% 6604% 67.05% 67.05% 67.05% 67.05% 67.05%
Projected Annual
Cash Fiows 47 48 g 150] 151) 152] 153) 154) 1535) 155] 157 158) 158) 160 I 162) 163]
Termenal
Company Ticker 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Vawe
American Eleckc Power Comparny, Inc AEP $189  §207 8215 $223  §232  $245 $258 §272 $265 §302 §3.10 $337 §353 $369 $367 §405 §9220
Cleco Corporaton CNL $156  $169 5183  $183  $214  $235 $256 §276 $301 $325 $349 5373 $390 $4.09 $428 $448  $9525
Duke Energy Corporation DUK $203  §202 S200  $287  $284 5287 §342 §328 $345 $364 S3B4 5406 $425 $445 $466 S48 $13149
Empire District Electric Company EDE $063  $084 $086 $0E3  S100  S104 $105  $143  $118  $124  $130  $137  $144  $151  $158  $165 4378
Great Piains Energy Ine. GXP $078 $087 $096 $106  S116  $123  $130 $137 S144  $151  $159  S167 §1.75 $1.83  $192 §201 $4852
Hawatan Electric Indusiies, Inc HE $137  §141  $146  S151 155  S160  S165 S1.71  S175  $1.62  $1.87  $1.83  $202 $242 $222 $232 $4624
IDACORP, In¢, IDA $157  S1.76  $1.97 219  $242  $254  $267 §280 5265  $3.12 331  $351  §367  $3B4  $402 $421 $10340
HexiEra Energy, Inc. NEE $260 $281  $304 $320  §385  $382 8411  $441 473 §508 540 $575 §502 $630 §560 $601 $17627
Hortheast Uties NU $120 $128 $137  $146  S165  $172  S187  $204 $221 $238  $255 $272 $285 $288 $312 §327 $6508
Otter Tad Corporation OTTR $101  $103  $103  $103  $102  S$115 $128  $142 S$1.56 $1.69 982 $1.83  $203 $242 $222 5232 $58.38
Pinnacka Wes! Capital Corporation PNW $226 $238 $250 $262  §$278  $289  $304  §310 $335 $354  $372  $392 E411  $430 $450 S4T1  $10195
PHM Resources, Inc. PHM $072 5079 $086 065  $1.04 5119  $134  $151 S16S  $1.85 $202 $219 $230 $240 $252 $263 $5250
Porttand General Electric Company POR $132  $1356  $140 $143  $147  $162 S177  $193  $210 $227 $244 5262 $274 S$287 $300 S314  $6128
Southem Company so $207  $213  $218  $224  $220 8235 $242  $240 3256  $265 $274  S284  $207 $341 8325  $341 $7655
Westar Energy, Inc. VR $123 5132 S141  $150  $160  S170  $180  $191  $203  §216  $220 $243  $285  $267  $279  $200  $6481
Projected Annual Data
Jnvestor Cash Flows 4] 165] (65) ] 1e8) 168] L] 71 [r2) 73 74 75 ] rn 78] 178 180
Tnzal
Company Ticker Owifiow 4I15/14 12731714 65015 63016 60T 63018 600/19 63020 64021 630722 63023 630724 63025 /30726 630727 63028
American Eleciic Power Company, Inc. AEP (54845) $0.00  $145 5215  $223  §232  §245 §$268 §272 S$265 §302 §319 §337 §363 §363 5387 §9633
Cleco Corporation CNL ($4820) S000 $1.15 S183  $168  $214  $235 $256 $278 $301 $325 §349 $373  $390 $409 $428 $10073
Duke Ensrgy Corporation DUK ($60.79) $000 $243  S260 $287 3284  $267 $3.42 $323 $346 S364 $3B4  $406 5425  $445 $A65  $13537
Empire District Electric Company EDE ($2323) $000 067 80986 $0S8  $1.00  $1.04 $108  $1.13 S48 124 $130 S$137  $144  $151 5158  $4538
Great Plains Energy Inc. GXP (§2525) $000 $D67 $086 $105  $1.16 5123 $130  $137  $144  $151  $159  S167  $175 5183 $192 $5053
Hawaian Electric Industies, Inc. HE ($2545) $000 $1.00 S146 S$151  §155  $160  $165 $1.71  $1.76 $1.82 $187 $1.83 $202 $212 §222 $48%8
IDACORP, Inc DA ($5348) $000 $1.43  $167 $219  $242  $254 $267 §280 5285  §342  $331  SIS1  $367  S3E4  §402 $107.61
NexiEra Energy, Inc MEE ($89.87) $000 $191 304 $320  $355  $382  $411 $441 $473  $508 $540 $575 $502 §630 S0 $183.18
Morheast Utitas NU ($4343) $000 $083 §$137 S146  $9.56  $9.72 S187  $204 $221  $233 $255 $272 $285 S288 5392  $69.35
Otter Tad Corporation OTTR (52045) $000 $076 $103  $1063  $102  $1.15 $128 $142 $156 §169 $182 5193 $203 $212 5222 36070
Pinnaciz West Capital Corporation PNW (§5365) S000 S165 $250 $262  $276  $289  $304 5319 $335 $354 §372  $392  $411  S430 450 $10666
PHM Resources, Inc. PNM ($25.19) $000 $053 8085  $085 S04  $1.43  $9.34  S$I51 $168 S185 $202 5248 5230 $240 $252 §55.14
Portand General Electric Company POR (§3080) $000 $007  $140  $143  S147  $162  S$177  $193  $210 $227 $244  $262 §274  $287 5300 36442
Southem Company 50 (S41.66) $000 $150 S218  $224  $220  $235 $242 $249 $256 $265 $274 S284 $207 S311 325 7908
Vestar Energy, Inc. WR($3344) $000 $060 S141 5150 $1.60  S1.70 $1.80 8191 5203 $218 §229 5243  §255 S267 270 6773
Schedule MPG-SR-2
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Ameren Missourd

Revision of Exhb RBH-10
Muki-Etape Gorath Discounted Cash Fiow Madel
20 Day Average S1oek Prica
Low EPS Greath Rata Estimata in Firgt Stags

nputs jul 3] 13} # i5] %1 7l [8] 1] 110y {13) |iFi] 113
Stock EPS Groath Rate Estmales Long-Tearm Pajod Ra%o Herathe Soluten  Terminal Termma!
— UUTNEGETT Lew
Company Ticker  Price Zacks FystCal LEine Geonth Gro_r_’ﬁ 013 2017 2024 Procd FRR_ P/E RatoPEG Rate
Americas Electie Poaer Company, Inc.  AEP $43.45  4.30%  423% 450% 423% 4.70% E400% BIOO% 67.05%  som0 8.23% 15.42 az3
Cizco Corporafion CHL #4320 BOD% B800% 450% 450%  470%  E54.00% 57.00% $705% w00 BEI% 1702 362
Duwke Erergy Corporation DU 5978 380%  392% 400%  290% 4£70% Te.00%  6300% 6TOS% o0 857% 1814 183
Empira District Ereciric Company EDE  $2323 300% 300% 400%  300% 470% EBC0% E400% 67.05% it a55% 821 as7
Greal Pians Energy Inc. GXP $2525 520% 5147% O600% S5.47% 4.70% 55.00% 65.00% &7.05% w0 B.ed% 1555 352
Hawakan Eleclric Industies, Inc, HE $2545 &00% 420% 350% 350% 4.70% T800% TALO®R BTOSH  wm 0.65% 1445 307
WACORP, Ine. 1A 853458 40D% 400% 200%  200% 4.70% 4500% S400%  67.05%  tee 3 56% 1B.12 387
NaxtEva Eraegy, i HEE £3087 8.10% 648% 430%W 4.50% 4.70% F400% 59.00% E7.05% R© B.AE% 1867 307
Tostheas! Utltes HU  $4348 780% 6268% BM% B26% 470% 5940% S3.00% EYOSH s 8.38% 1907 405
Otier Tad Corporafon OTIR 52845 RA £00% 1500% 6.00% 470% BT 0% 55.00% 67O05¥ L9 T.72% 2325 4865
Pirnadta West Capytal Corporafon P/ 35365 460% 4.13%  400% 4.00% 4T0% 6200% $1.00% 67.05% somo .45% 1476 3.44
PHAE Resources, Inc. PHM 2510 760%  8.20% 1200%  TE0A 470% 50.00% 51.00% B7.05%  s000 9.39% 1465 3.98
PorBand General Ekectic Company POR %3080 668% 1088% 350% 350% 470% ES bG%  S500% 6705%  om BEE% 1676 357
Southemn GCompary SO 84198 370% 3565%  3S0W 350% 470% 75.00% TROO0% ET.05% o0 9.33% 15.18 322
Vrestar Erergy. boc VR 3344 430%  280% BOO% 280 4.70% 55.00% 6O.00% 67.05%  som0 8.01% 16.67 3.55
DCF Hesult

Mzan 885% 17.15 365
Mag 056% 2225 405
Min TI2% 14.45 07

Progcled Annal

Eamings per Share {14} {15 18] ik 18] §58} 120] 1213 23] 123 {24} 25 28] 27 28 23] 30

LCompany Ticher 7012 2033 2014 2015 2016 2017 2018 2013 2020 2021 2022 2023 2024 2025 2026 27 2028

Areocen Eleclric Poner Comrpany, Ine. AEP $2 98 3.4 3324 $337 $3.52 $167 £382 $3%9 §4.46 $4.35 .M 475 $4.68 5521 $546 FEXA $5.88

Ceco Cosporaton CHL 270 $2.82 §285 33.03 §322 §3.38 $352 $3.64 §3.84 £4.02 $4.21 £4.40 $4.61 §4.83 $505 $52% 3554

[hike Ereegy Corporation DUK 5371 $3 85 H0M 3496 $432 §4.49 £4.67 §485 $5.06 $528 $5.51 §576 $403 $5.32 $881 $5.92 725

Empire Bistrict E}eciric Company EDE 5132 3136 5140 $1.44 $1.49 5153 5138 $i63 51.69 $175 s1.82 $180 $1.59 209 5218 5229 $2.40

Great Pars Energy inc. GXP 8435 $1.42 5549 $1.57 $5.65 $1.74 51.83 §182 8202 $212 $2.22 $2.32 §2.43 $2.55 §2.67 $2.78 $2.92

Hawatan Ekctric Industnes, Ine HE  $i68 $1.74 $5.80 3183 $593 200 $2.07 $2.14 $22% $222 $2.42 $252 5264 s2.47 290 $3.03 $3148
IDACORP, irc. DA 5337 5344 3351 $358 §1565 3372 $353 $3E% 34,00 $413 54729 447 $4.68 4.0 §5.14 3538 $5.63

HextEra Energy, (0. KEE 458 477 468 $520 §5.44 $5.68 $504 $6.21 83.40 §6.79 $7.10 $7.44 $7.70 88.15 $B53 $3.84 §3.38

horthezy Utities KU 5189 $204% $2.13 5227 $2.41 $256 5272 §259 4105 $3z22 £339 $3.58 $273 3390 403 $4.28 &4 43

Catze To Corporaton OTTR §1.05  51.1¢ $1.16 $125 $1.33 14 49 $1.58 $1.65 575 $1.84 3993 §2.02 $2.12 222 b $243

Pirinatie Wast Capital Corparaton PHY 3350 §164 378 5364 §4.09 £4286 5443 .61 5481 $5.02 §$524 $5.48 $5.74 $5.0t 82 £5.58 1689

PHM Resouices, Inc PHM 81 3% 14 $1.52 3163 178 $1.89 $2.03 $2.18 5232 $2.46 $2.60 32.74 §2.87 $3.00 $3.14 §3.29 $3.45

Pockand General Elettris Corrpany POR  $187 $1.94 $2.00 $2.07 $2.45 $222 §230 $238 §248 $258 5269 2 3294 3308 30 $332 $354

Southem Comparry 50 5267 $2.76 $285 $256 $3.05 a7 $328 $3.40 $3.54 $3¢€8 $3.68 401 542G $4.40 $4561 482 3505

Veestar Exergy, . WR 52145 §221 5227 3224 $2.40 $24T $254 3262 271 $281 $2.82 $3.05 $3.15 §3H $350 3367 3384

Projectzd Anrual

Dividend Payod Ratic {313 [3_2_] (33 [34] 135) 36} [37] 133) {35} 40 [41] [{Fi] 1431 {24) [45} i46]

Lorpany Tickes 2013 2014 2015 2018 2017 2018 2018 2030 2024 2022 2023 024 2025 2026 2027 20728

American Elctre Poaer Company, Inc.  AEP G400% B375% BI50%W GI25% BICD%  GILB% B41B% 6473% 6531% EH09% EB54J% 6705% 67.05% BFOR% 67.05% 67O5%

Cleeo Corporalon CHL S4400%  54.75% §5.50% 5025%  STLOW%  SB44% S087% 6131% B274% B4.95% 6361% G7.05% 67.05% ET.05% 67.05% 67.05%

Enkg Energy Corporaton Dl TEL0%  F2T8% 690U ES525%  BICUH  BA5EWH  BA1EK EL7d% 65M% 6580% €847H G7O05% 67O05% E7.05% E7.05% 67.0%%

Empire Eistrict Eleclric Corpany EDE B.00% E7.00% E500% 65.00% S400%  E444% G4BT 6531%  BETAR 65.1B%  S5E1% £705% 67.05% 67.05% 6&7.05% 6705%

Great Plans Ersrgy Inc, Gxp 55.00% ST.75% GOSDW 6325% GBO0W  68.15% GH30% E645% 63.60% EETSY G5.60% 67.05% 67.05% 67.05% 67.05% 67.05%
Hawavan Electric indusinas, Ine HE 78.00% TTO0% 76.00% TRO0%  T4O00W  TIOIH T201% T1o2m 70.03%  60.03% 3 (4% 67.05% 6705%  87.05% 67.05% 67.05%
DACORP, 10 oA 45.00% 49.00% 5300% 57.00% GLOU% 61ESY 6173% 6155% G445% 6532% 6618% BI.D3% 6T.O05% 6705% GTO5% 6705%

HeuiEra Enrgy, Inc. KEE 5400% b5325% B550% 5775%  S5900%  E0AS% 613N BRAS% B8I60% S4TSR 63560% O7.05% 67.05% 6705% 67.05% 67.05%
horiheast Utites KU 5904% 58.75% 3B.50% H325%  S5O00%  S020% E0SER E188% 63.17% B446% B575% 6705% G6TO5% 67.05% 67.05% 67.05%

Qtier Tak Corporafon OTIR B7L0R  EDDOW TIOOW 66.00%  5900%  6013% B130% 6245% 63E0% £AT75% BSECH  67.05% OGT.05% GTOS% BTOSN  6705%

Pinnacke West Cepidal Corpoeaton P 6200% 62.50% G6300% BAS0Y  BACDY  E444% BAETH  65.31% 6574% E5.1B% B561% B7.05% G7.05% 67.05% B7.05% 67.05%

PHM Resources, Ing. PHY o 6h% E025% S0.50% S0T5%  S100% 53 20% G5B S7es¥% 60.17%  6246% SATEWH  BTO05% B7.05% 67.05% ET.05%  6T.05%

Portand General Eleclric Company POR B6.00% E350% BIOOW 5850% S600%  57.58% SEIB¥ 6073 B2.21% 6389 BIATE E7.05% 67.05% G7.05% 6705% 67.05%

Sodbem Cargany 80 75.00% T425% VISOA 72T5%  T200% T1ERW%  TOLE% 60.86% 60.17% 6848% 6776%  67.05% 67.05% B7.05% 67.05% G6T.05%

Weatar Erergy. inc Wi 5500% SG25% 57.50% K57s%  6DGOM  6101% 6201% 6£307% B4.03% 65.03% E504% 6705% 67.05% 6T.05% 67.05% 67.05%
Projectss Annaal

Cash Flowe “n 148 43 159 153 1521 153 [54F £35] 1558 557) 158) [58] 2] Bt o2 153)

Termrenal

Company Ticker 2013 2014 2035 218 2017 2018 2018 Fazad 2021 2022 2023 2024 2025 2026 2027 2078 Valua
American Eleclric Power Company, Inc. AEP s1.89 $266 $2.14 $2.22 231 $243 5255 $269 3204 529 $3.16 $324 $349 5366 $3.83 o8 59220
Cleea Corporaton CHL $1.52 $1.81 .7 $181 $1982 5205 3220 $2.35 s2.52 5270 5285 $3.09 §324 $3.3% $3.55 3371 $3426
Duke Energy Corporakicn DUK 52903 5291 5289 $2.88 4283 5297 $3.42 a2y §3.45 5363 $3E3 $4.04 8423 $4.43 s4.64 $485 $131.48
Empire Dés¥ick Eleciic Company EDE $0.82 §094 $0.85 90e7 3083 £5.02 105 $1.10 SE15 $1.21 E3%-74 51.34 3140 $1.45 $1.53 5161 54262
Great Fians Eneigy ing. GXP $278 §0.56 30.95 $1.04 5115 $521 $127 §1.34 S1.4f $1.48 5655 §1.62 $17 s $1.67 5168 E4BA2
Haaatan Pecinic Indusines, fne HE $4.36 $1.39 5142 $1.45 S148 55.51 8154 $1.58 $1.62 §$1.67 #72 $1.77 $1.86 $1.84 $2.03 $213 84500
BIACORP, Ene. 1A $1.55 $1.72 5990 $2.08 5227 $235 $2.44 $254 5267 $2ED $285 2314 $329 5344 $3.60 $377 510233
HexiEra Energy. Ic. WEE $257 $275 $2.94 $314 $335 §357 381 05 $4.32 $4.60 $He0 522 $5.46 $5.72 3589 627 BITAES
Hortheast Lises KU §1.18 $125 $1233 $1.40 $14% 5161 $1L.75 $1.63 $2.03 $2.19 2 §2.50 $262 5274 $2.87 5300  $85.36
Otter Tal Copotaton OTIR £0.07 084 5o $0.87 §0.63 $080 097 $1.04 $1.19 $1.19 $1.27 $1.36 $1.42 5549 $5.66 $1863  $5654
FPrnacis Wes! Capial Corporaton PHYY $228 $237 5248 $2.60 $273 §$255 $249 $3.14 $330 $347 %365 $385 $403 $4.22 $4.41 S452 BH01L74
PHM Resources, inc Pray 3070 3076 4082 $0.49 5483 5108 N $1.34 $148 5163 $1.77 s1.92 $208 32,44 3221 $231  $51.55
Porlard General Ebeclric Company POR $128 5127 51.26 $1.26 $124 $1.32 $1.41 $1.50 $1.61 $1.72 $1.84 $1.97 $207 £2.16 $226 5237 559
Southem Company 50 $z207 §$2.142 §2.18 $223 $723 $234 §240 $2.47 §255 §$263 272 $262 $205 $300 $323 5338 3§78.51
Nizstar Energy, Ios. WR $122 5128 $1.34 $1.44 3145 3155 $1e2 $1.71 $1.60 319 20 52,94 $224 $2.35% 5245 $2.57  $63.89
Projected Arnual Data

ivevicr Cash Float 164) 831 158 87 i) 153] 70} 74 172 73 74 s} {75] 77} 74} I8 ]

sntial

Comparry Ther Outfow  4HSM4 1231714 &5 620456 63017 &30S G009 &f30/20 60021 60022 6023 63024 63025 &6 6027 6130028
American Electic Power Company, Inc.  AEP (3ME45) 3000 §$1.45 5214 $222 $2.31 §243 5255 $289 $284 $269 3316 334 $349 §365 5383 §9821

Cleco Corporation CHL (34820) 3000 5t $1H $1.81 $182 $205 $220 3235 252 $270 $269 3369 $324 5339 $355 9783

Duks Ereogy Comporaton DUK  ($59.79) §000 $2.13 $2.89 $2545 §2.83 s297 $3.42 $3.27 8345 £363 38 Ho4 23 $4.43 $H84 313532

Empire District Electric Cocnpanyy EDE ($2323) $000 $067 5085 $0.07 $0.63 $t.o2 5106 $1.10 $1.15 &2t 8127 $1.34 $1.40 5645 153 Sds522

Great Piabs Energy Inc. GXP (32525} $0.00 057 5895 $1.04 $1.15 $in $1.27 1M 14 $t48 $1.55 5163 1.7 3173 $567  $5028

Haeaian Elclric ndustics, Ino. HE (32545) 8000 $0.63 5142 5145 148 $1.51 3154 £1.53 §162 $1.67 $1.72 $1.77 §188 $1.84 $203  $4803
DACORP, e DA ($53.48) $000 $1.11 5180 $248 §227 $235 52.44 $2.54 52867 §250 §2¢65 $3.94 $31 5344 $360 510618
KexiEra Enzrgy, Inc NEE (539.87) $000 187 $294 $3.14 §235 $387 $358¢ 3405 8432 450 $480 $5.22 548 31 559 $180.94
Norhesst hizes HU (34248 S0.00 $0.87 513 $1.40 $1.46 3161 3175 $1.69 $2.03 $2.18 2.4 $2.50 $262 $274 SZBT 58835

Otier Ted Coqporation OTTR (528.4%) $0060 07 5091 toer 4083 $0.50 $097 SEON 1 AR 3127 $133 $142 $14% 8155  §50%8

Panacie YWest Caplal Corporation PHEVY  ($53.65) $0.00 LIE- $248 35280 $273 $285 $289 §3.14 $3.30 3347 $365 5383 $4.00 s422 $4.51 $10537

PH Rescuress, Ine. Phid (32565 $000 3052 $0.82 089 0.5 31.08 $1.21 $134 $148 5163 $1.77 $1.02 $201 21 5221  §53487

Poctard Genera! Eleclic Company FOR (53080 S$ob0 $0.03 §1.26 $126 124 $1.02 14 $1.50 $i61 $172 §i24 a7 $207 $218 $226  %61m

Southemn Company SO (54158 S000 FLEQ §2.18 5223 $228 LA 5240 $2.47 §255 5263 $272 §2.82 $285 $3.09 $323 §78.89

Yestar Enecgy, e VR (33344 3000 $0.£3 51.24 $1.44 #1485 §1.55 $162 171 $1.80 $1.90 $2.01 $2.14 $224 $235 $§246  §56.38

Schedule MPG-SR-2
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Ameren Missouri

Revision of Exhbd RBH-10
Mu-Stage Growih Discounted Cath Flow Model

180 Day Averaga Stock Price
Averagas EPS Groath Rale Estmate in First Stage
dnputs 1 2] 3 U] 5] 18] 1 18 18] 19} [11) 112} (13
Stock EPS Growth Ra'e Estmatss Long-Term Payout Rafo lerative Solvtion Tenmenal Termnal
.
Company Ticker Prica  Zacks FirstCall Lins  Averag2  Groath 2013 2017 2024 Proof IRR  P/E Ra%oPEG Rato
American Electic Power Company, Inc.  AEP $4569 4 423% A50% 434% 470% €4 00% 63.00% B7.05% #w 9.47% 1473 3.13
Cleto Corporation CHL $47.08 B800% B8.00% 450% 683% 470% 54.00% 57.00% 67.05% 9.69% 1407 269
Duke Enargy Corporation DUK $5939 2380% 362% 4.00% 394% 4.70% 76.00% 63.00% 67.05% 0w 8.E0% 17.¢3 383
Empire District Electric Company EDE s$2271 300% 300% 400% 333% 4.70% 6800% 6E400% 6705% $© 875% 1735 369
Greal Plains Energy Inc GXP $£2416 520% 517% 600% 546% 470% 5500% 66.00% 67.05% 9.23% 15.51 330
Hawaian Electic Indusides, Inc HE $2588 600% 420% 350% 457% 470% 7800% T4.00% 67.05% o 9.03% 1342 285
IDACORP, Inc. DA $51.73  400% 400% 200% 333% 470% 4500% 61.00% B7.05% $ow o.11% 15.92 339
NextEra Enecgy, Inc NEE $8564 610% 648% 450% 569% 470% E400% 59.00% 67.05% 800 8.85% 16.50 s
Hortheast Utites KU $4273 780% B828% BO00% T7.35% 470% 59.00% 58.00% 67.05% S0 8.75% 17.34 369
Otier Tad Corporation OTTR $2904 NA 600% 1500% 1050% 470% 87.00% 59.00% 67.05% 0 883% 1661 353
Pinnacle Wesl Capital Corporation PHW $5452 480% 4.13% 400% 424% 470% 6200% 64.00% 67.05% W 9.46% 1473 313
PNM Resources, Inc. PNV $2408 760% 820% 1200% 927% 470% 50.00% 51.00% 67.05% s 10.16% 1280 272
Portiand General Electric Company POR $2098 660% 1089% 350% 7.00% 470% E5.00% 56.00% 67.05% s 1022% 1273 27
Southem Company SO 4192 370% 355% 350% 358% 470% 7500% 7200% B7.05% #3900 037% 1505 an
Viestar Energy, Inc WR  $3249  430% 280% 600% 437% 470% 55.00% 60.00% 67.05% s 9.56% 14.43 307
DCF Result
[TWeaTeasw] 52 325
Max 1022% 1768 383
Min 8.60% 1273 2n
Projected Arnual
Earnings per Share [14} [15]) [16] {17 [18) [16) {20 121} [22] 123 [24) 125) (28] [27) [28) [29) 30)
Company Ticker 2012 2013 2014 2015 2018 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Amancan Electric Power Company, Inc.  AEP  $288 a1 $324 $339 $353 $369 $3185 5402 $4.19 $428 $4.58 $4 B0 §$502 -$526 551 3577 504
Clzco Corporaton CKNL $270 §288 $3.08 $329 $3.52 $378 $4.01 $427 5454 $4.80 $5.05 $5.31 $5.56 $582 $6.10 $5.38 §568
Duke Energy Corporation DUK 8371 $385 $4.01 417 $4.33 $4.50 468 $487 §5.07 §520 §553 $578 §6.05 §5.34 $563 $595 $727
Empire District Electric Company EDE $132 81356  $141 $145  $150 $1.56 $161 S166 S$1.73  $180 $187 S156 $205 $214 $225 $235 $248
Grealt Piains Energy Inc. GXP $1.35 §142 $1.50 $158 5167 $1.78 s1ee $185 $206 $2.18 s227 $238 $249 $261 $273 $288 s289
Hawaian Electric Industries, Inc. HE $168 $1.76 sie4 $1.92 s201 $2.10 $220 $23 $2.40 $251 $263 $275 $288 $3.02 $3.16 $331 $3.47
IDACORP, Inc. DA $337  $348  §360 $372  $384 $ie7 $4.10 $425 $441 $459 3478 500 $523 $548 $573 $500 629
NexiEra Erergy, Inc. HWEE 8456 §4.82 §5.09 $5.38 $569 §5.01 $6.36 87 57.07 §7.44 $7.81 $8.19 3857 $863 $9.40 $9.84 $1030
Norheast Utites HU $1.89 $2.03 $2.18 $234 §251 $270 $289 $30 $39 §$3.40 $369 $368 $406 $425 $§4.45 $466 $488
Otter Tad Corporation OTIR  $105 $1.16 $128 $1.42 $157 $1.73 s1.91 $209 §227 $245 5261 $276 $289 $302 $3.16 $331 $347
Pinnacle VWest Capital Corporaton PN 8350 $3165 $3.80 3386 $4.13 $4.31 §$4.49 5469 5469 5.1 $5.04 §558 $585 $5.13 $5.41 572 §7.03
PNM Resources, Inc. PHM $131 $1.43 $1.55 $1.71 s187 $2.04 $223 5242 §281 $278 $2%6 $3.492 3327 $3.42 $3.59 $375 $383
Porttand General Electric Company POR  $187 $200 $2.14 $229 $2.45 $262 s2.81 §299 $3.18 $333 $355 8373 $380 $4.09 $423 $4.48 $4.69
Southem Company 50 $267 §2717 $2.86 $297 307 $3.18 $330 $342 $356 $3T $3.87 $4.04 $423 $4.43 $464 $4.85 $508
Westar Energy, Inc. WR_ $215 §224 $234 $244 $2.55 5265 $2.78 $290 $3.03 $3.97 $33% $347 $363 $3E0 $388 3447 $4.36
Projected Annual
Dividend Payoul Ratic 131) 132) 23] (34} 135) 138) [37) [38) 138) [40) 41] 142} 43 44 45) 46
Company Ticker 2013 2014 2015 2016 2017 2018 2018 2020 2021 2022 2023 2024 2025 2028 2027 2028
Amencan Elecine Powef Company, Inc.  AEP 6400% ©375% B6350% 6325% 6300% 6158% E4.16% E4.73% 6531% 6589% €E547% 6705% 67.05% 67.05% 67.05% 6705%
Cleco Corporation CHL 5400% 5475% 5550% 35625% 57.00% 58.44% 5987% 6131% 6274% B4.18% 6561% 67.05% 67.05% 67.05% 67.05% 67.05%
Duke Energy Corporaton DUK 7600% 7275% 6950% 6625% 6100% 6158% E416% 64.73% 6531% 6580% €647% 67.05% 67.05% 67.05% 67.05% 67.05%
Empire District Electric Company EDE 6800% 67.00% 6600% 6500% C4.00% 6E444% E487% 6531% 6574% €6.18% €561% 67.05% 67.05% 67.05% 67.05% 67.05%
Greal Plains Enargy Inc GXP 5500% 57.75% G6050% 6325% 66.00% €8.15% 6630% 6645% 6560% 6675% 6550% 67.05% 67.05% 67.05% 67.05% 67.05%
Hawafan Elxctric Indusiies, Inc HE 7800% 77.00% 7600% 7500% 7400% T301% 7201% 71.02% 70.03% 69.03% 6804% 67.05% 67.05% 67.05% 67.05% 67.05%
IDACORP, Inc. oA 4500% 49.00% S5300% 57.00% 61.00% G1E6% B273% 6359% E445% 6532% 66.18% 67.0%% 6705% 6705% 67.05% 67.05%
KextEra Energy, Inc. KEE 5400% B6525% 6650% 5775% 5900% €0.15% 61.30% 6245% 6360% E475% 6560% 67.05% 67.05% 67.05% 67.05% 67.05%
Horiheast Utities U 5900% 5875% 5850% 5825% BB00% 6020% E058% G61.B6% 63.17% 64.46% 6575% 67.05% 67.05% 67.05% 67.05% 67.05%
Otter Tal Corporaton OTTR 87.00% €0.00% 7300% €600% 5000% ED15% 6130% 6245% 6360% OG4T5% 6590% ©705% 67.05% 6705% 67.05% 6705%
Pinnacie Wesl Capital Cocporation PHW 6200% 6250% O6300% 6350% 6400% E444% O6487% 6531% 6574% €6.16% 6561% 67.05% 67.05% 67.05% 67.05% 67.05%
PNM Resources, Inc. PHM 5000% 5025% 5050% 5075% 51.00% S5320% O5558% OS7TEB% 60.17% 6246% 6€4.75% 67.05% 67.05% 67.05% 67.05% 67.05%
Portiard General Elsclric Company POR E600% 6350% 6100% 5850% 5600% 57.58% 5916% 6€073% 6231% 63689% 6547% 6705% 67.05% 67.05% 67.05% 6705%
Southem Company S0 T500% T425% T3S50% T7275% T200% T120% T058% 69.86% 60.17% €846% 67.75% 67.05% 67.05% 67.05% 67.05% 67.05%
Viestar Energy, Inc wR 5500% £5825% 5750% 5375% 6000% 6101% 6201% 63.02% 6403% 6503% 6504% 67.05% 67.05% 67.05% 67.05% 67.05%
Projected Annual
Cash Flowt (i} [48) 1) 150} 54 152) 153] 154 155) 1551 157} 158) 158) 1s0] 161} 2] 163)
Termenal
Company _ Ticker 2013 2014 2015 2016 2087 2018 2019 2020 2020 2022 2023 2024 2025 2028 2027 2028 Vaue
Amarican Electrc Power Company, Inc.  AEP §$1.69 $2.07 $2.15 $223 $2.32 §245 $258 $272 $283 $3.02 $3.19 $337 $383 $3.69 $387 $405 se391
Clzco Corporation CHL $1.56 $1.69 5183 $1¢3 $2.14 $2.35 $256 $2.78 $301 §325 $349 $373 $380 $4.09 423 $4.48 58407
Duke Energy Corporation DUK $283 s2.02 $280  $2.87 sz2ed 5207 $312  §32 $3.48 $3e4 384 $4.08 $425  $4.45 466 $488 §12074
Empire Dis¥ict Ekctric Company EDE $0.03 §0.e4 $0.66 $0.63 $1.00 $1.04 $1.08 $1.13 s$1.18 $1.24 $1.30 $1.37 $1.44 $1.51 $158 $1865 $4271
Great Piaing Ensrgy Inc. GXP $0.78 o087 3056 $1.05 $118 5123 $130 $1.37 $1.44 $1.51 $1.59 $167 $175 $1.83 $1.62 $2.01 £46.42
Hawasan Ekectric Industies, Inc. HE $137 §1.41 $146 $1.54 $1.55 5160 $165 S1.71 $1.76 $1.62 $1.87 s1e3 $202 $2.12 $222 $232 $4850
IDACORP, Inc. DA $157 176 $1.97 $2.19 §242 $254 $267 $280 5268 3142 $33 351 367 $3e4 $4.02 £421 §100.03
NaxiEra Engigy, Inc KEE 5260 $281 3304 $329 $355 $382 s4.11 s4.41 $473 $505 $540 $575 $8.02 $8.30 $560 $591 $170.04
Northsast Utities. KU $120 $128 $137 146 $1.58 $1.72 187 §204 $221 $238  $255 5272 §285 §263 $3.412 5327 s8462
Otier Tad Corporation OTIR $1.01 $1.03 $1.03 $1.03 $1.02 $1.15 $123 $1.42 $1.56 $1.69 $1.82 $1e $203 $2.92 $222 $2.32 8§51.57
Pninzacla YWest Cepital Corporation P §228 $238 5250 $262 $2.76 $2869 $304 §3.18 $335 $354 $372 $362 .11 $430 450 $471  $103861
PNM Resources, Inc. PHM $072 $0.79 $oes $065 $1.04 $1.19 $1.34 $1.51 $16€8 $1.85 $202 $219 $230 $2.40 $252 $263 §5032
Portizand General Electric Company FOR $1.32 $1.36 $1.40 $143 $1.47 $1.62 $1.77 $1.83 $2.10 s227 $244 $262 274 s2.87 $3.00 $3.14 $53.69
Southem Compary 80 $207 $2.13 $2.18 $224 8229 8235 §242 §240 $285 $265 8274 $284 $297 s 325 $3.41 §78.47
Westar Erergy, Inc WR $123 $1.32 $141 $1.50 $1.60 $1.70 $1.80 $191 $203 $2.16 $229 $243 $255 $2.67 $2.79 $2903  $6297
Projecied Annual Data
Invesior Cash Flont 164} 18] 166) (i} 1E0] 168} 7o) | 4))] 172) 173) 74 2] [78) L2 ] 178) 120
Intal
_Company Ticker Ouifiow 4/15/14 1231714 630415 6230/16 603017 €30/18 62019 63020 6430721 8022 6/30723 63024 630725 6/3026 623027 63028
Amencan Eleclic Power Company, Inc.  AEP  (546.68) $0.00 $1.45 §2.15 $223 $232 $245 §258 $272 §2.85 $302 $3.19 $3.37 $353 $369 8387 $9298
Cieco Corporation CHL ($47.08) $000 $1.15 5183 8168 $2.14 $235 §255 $278 $3.01 $325 $349 $373 $360 S409 $428 $9355
Duke Energy Corpotation DUK (359.3%) $§000 $2.13 $2¢0 s287 $284 $297 8312 $328 $346 $3e4 $3e4 05 $425 $4.45 $466 513561
Emgire District Eleclric Company EDE ($22.71) $000 067 5056 $0.63 $1.00 $1.04 $1.03 s$1.13 $1.18 $1.24 $130 $1.37 $1.44 $1.51 $158 84438
Great Pians Energy Inc. GXP ($24.16) $000 s057 $0¢e6 $1.05 $1.16 $1.23 $1.30 $137 $1.44 $1.51 5159 $167 $1.75 $183 $192 s4843
Hawaian Esctric Indusiies, Inc. HE (325.58) %000 $1.00 $145 $1s1 $1.55 $1.60 $1.65 1 $1.76 $1.82 $187 $1.83 $202 §2.12 $222 s4882
IDACORP, Inc. IDA  (§51.73) $§0.00 $1.13 5197 $2.19 $242 $254 267 $280 $265 $3.12 33 $3.51 $367 $384 8402 510424
NextEra Energy, Inc KEE ($85864) $000 $1.01 $304 $323 $3.55 $ae2 $4.11 44 $4.73 $5.08 $5.40 $575 $6.02 5630 $560 $176.85
Norihzast niites HU  (542.73) $0.00 $0E8 $1237 3145 $1.55 §1.72 $1.87 $204 22 $238 $255 $272 $285 §288 $312 $8789
Otter Tad Corpotaton OTTR (520.04) $0.00 $076 §1.03 $1.03 $1.02 $1.15 $128 $1.42 $1.55 $1.69 $182 $1.93 $203 $2.12 $222 $59¢0
Pinnacia West Capital Corporaton PHW ($5452) $§000 $165 §250 262 $276 $289 $304 $319 $338 $354 $372 $3€2 $4.11 $430 $450 510832
PHM Resources, Inc. PRM  ($2407) §0.00 $0.53 §0.85 085 $1.04 $1.18 $1.34 5151 5168 $1.65 $202 $2.19 $230 $2.40 $252 §52¢98
Portand General Electric Corrpany POR ($2098) §000 $067 §1.40 §1.43 $1.47 $1.62 $1.77 $1.93 $2.10 s$227 $244 $262 $274 $287 $300 s52¢84
Southem Compary SO ($4192) $000 $1.50 $218 $224 22 $235 $242 $243 $2.56 $265 $274 $284 $297 s $325 $78e3
Westar En2rgy, Inc. WR ($3249) 8000 $0.80 $1.41 3150 $1.60 §1.70 S160 $1.81 $203 s$2.18 $229 $243 $255 s267 $270 §5589
Schedule MPG-SR-2
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Revised Hevert CAPM Return

Description

Risk-Free Rate'
Risk Premium?®
Bloomberg Beta
CAPM

Average

Risk-Free Rate'
Risk Premium?

Value Line Beta'
CAPM
Average

Risk-Free Rate’
Risk Premium?

Bloomberg Beta'
CAPM
Average

Risk-Free Rate’
Risk Premium?®

Value Line Beta'
CAPM
Average

Sources:
T Exhibit RBH-13.

High
Market Risk
Premium

(1)

3.60%
6.96%
0.766

8.93%

3.60%
6.96%

0.769
8.95%

4.15%
6.96%

0.766
9.48%

4.15%
6.96%

0.769
9.50%

8.64%

8.66%

9.18%

9.21%

Low
Market Risk
Premium

(2)

3.60%
6.20%
0.766

8.35%

3.60%
6.20%

0.769
8.37%

4.15%
6.20%

0.766
8.90%

4.15%
6.20%

0.769
8.92%

2 Morningstar, Inc. Ibbotson SBBI 2014 Classic Yearbook at 91 and 152.
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