Schedule SDA-1

Standard & Poor’s Financial Targets

FFO/Total Debt

Business

Position
          AA

A

BBB

      BB

     B

1
20.0
16.5
16.5
12.5
12.5
7.0
<7.0


-

2
25.0
21.0
21.0
16.0
16.0
10.5
<10.5


-


3
31.5
26.0
26.0
20.0
20.0
14.0
14.0

9.5
9.5
4.0

4
36.5
30.5
30.5
24.5
24.5
17.5

17.5
12.0
12.0
6.0

5
40.0
33.0
33.9
27.0
27.0
20.5
20.5
15.0
15.0
7.5

6
47.0
39.0
39.0
31.0
31.0
22.0
22.0
16.0
16.0
8.5

7
56.0
47.0
47.0
36.5
36.5
24.5
24.5
17.0
17.0
9.5

8
66.0
55.0
55.0
42.5
42.5
27.5
27.5
18.0
18.0
11.0

9
-
-
64.5
49.5
49.5
32.0
32.0
22.0
22.0
12.5

10
-
-
78.0
60.5
60.5
39.0
39.0
28.0
28.0
17.5

FFO/Interest Coverage



AA

     A

     BBB

     BB

      B

1
3.1
2.6
2.6
1.9
1.9
0.9
<0.9

-
-

2
3.9
3.3
3.3
2.5
2.5
1.5
<1.5

-
-

3
4.5
3.9
3.9
3.1
3.1
2.1
2.1
1.3
1.3
.05

4
5.1
4.5
4.5
3.8
3.8
2.7
2.7
1.8
1.8
.09

5
5.4
4.8
4.8
4.0
4.0
3.0
3.0
2.1
2.1
1.1

6
6.6
5.7
5.7
4.5
4.5
3.1
3.1
2.2
2.2
1.2

7
8.4
7.0
7.0
5.1
5.1
3.3
3.3
2.3
2.3
1.3

8
10.2
8.3
8.3
5.9
5.9
3.5
3.5
2.4
2.4
1.5

9
-
-
9.5
7.1
7.1
4.3
4.3
2.9
2.9
1.8

10

  -

11.3
8.6
8.6
5.3
5.3
3.6
3.6
2.3

Pre-tax Interest Coverage



AA

     A

     BBB

  BB

     B

1
2.8
2.4
2.4
1.8
1.8
0.8
<0.8

-
-

2
3.4
2.9
2.9
2.3
2.3
1.3
<1.3

-
-


3
4.0
3.4
3.4
2.8
2.8
1.8
1.8
1.1
1.1
0.3

4
4.6
4.0
4.0
3.3
3.3
2.2
2.2
1.3
1.3
0.5


5
5.0
4.3
4.3
3.5
3.5
2.4
2.4
1.5
1.5
0.6

6
6.2
5.2
5.2
4.0
4.9
2.6
2.6
1.6
1.6
0.7

7
8.0
6.5
6.5
4.7
4.7
2.8
2.8
1.8
1.8
0.9

8
9.9
8.0
8.0
5.5
5.5
3.0
3.0
2.0
2.0
1.1

9
-
-
9.1
6.6
6.6
3.7
3.7
2.5
2.5
1.4

10
-
-
11.1
8.4
8.4
5.0
5.0
3.3
3.3
1.8

Total Debt/Total Capital



AA

  A

    BBB

     BB

       B

1
50.5
55.0
55.0
60.5
60.5
67.5
     >67.5

   -
   -

2
46.5
51.0
51.9
56.5
56.5
63.5
     >63.5

   -
   -

3
42.0
47.5
47.5
53.0
53.0
61.0
61.0
67.0
67.0
74.0

4
37.5
43.0
43.0
49.5
49.5
57.0
57.0
64.0
64.0
72.5

5
36.0
41.5
41.5
47.0
47.0
55.0
55.0
62.5
62.5
71.0

6
32.5
39.5
39.5
46.0
46.0
53.5
53.5
60.5
60.5
69.0

7
30.5
37.5
37.5
45.0
45.0
52.5
52.5
59.5
59.5
68.0

8
28.0
35.0
35.0
43.0
43.0
51.5
51.5
58.0
58.0
66.0

9
  -
  -
30.0
39.0
39.0
47.5
47.5
54.0
54.0
61.5

10
  -
  -
24.0
33.0
33.0
40.5
40.5
46.0
46.0
53.0

Schedule SDA-2

Financial Metrics


FFO/Total Debt

($000,000)







MPS


SJL&P

Net Income

$  21.1


$   5.9

Depreciation & Amortization


    34.7


     9.9

Deferred Taxes & ITC


      2.6


    (0.6)

FFO (funds from operations)


$  58.4


$  15.2

Long term debt



  423.0


  118.4

FFO/Total Debt



   13.8%

    12.8%

S&P Guidelines for Business Risk “5”


BBB

27.0% to 20.5%







BB

20.5% to 15.0%

B

15.0% to 7.0%

Conclusion:  MPS and SJL&P qualify for a “B” rating on this metric

FFO/Interest Coverage

FFO





 $  58.4

$15.2

Interest Expense



     32.3

    9.0

FFO/Interest expense



   1.81x

  1.69x

S&P Guidelines for Business Risk “5”

BBB

4.0x-3.0x

BB

3.0x-2.1x

B

2.1x-1.1x

Conclusion:  MPS and SJL&P qualify for a “B” rating on this metric

Pretax Interest Coverage


MPS
SJL&P

Net Income
$  21.1
$   5.9

Income Taxes
    13.1
     3.7

Interest Expense
    32.3
     9.0

Pre-tax income
$  66.5
  18.6

Interest Expense
    32.3
    9.0

Pre-tax Interest Coverage
  2.06x
  2.07x

S&P Guidelines for Business Risk “5”

BBB
3.5x-2.4x

BB
2.4x-1.5x

B
1.5x-0.6x

Conclusion:  MPS and SJL&P qualify for a BB rating on this metric

Total Debt/Total Capitalization

Total Debt/Total Capitalization
64.7%
64.7%

S&P Guidelines for Business Risk “5”

BBB
47.0%-55%

BB
55.0%-62.5%

B
62.5%-71.0%

Conclusion:  MPS and SJL&P qualify for a B rating on this metric

�  According to Staff Assumptions


	-Rate base equals $654,000,000 for MPS and $183,000,000 for SJL&P


	-Midpoint allowed ROE of 9.14% with cost of debt 7.63%


	-Equity as percent of total capital equals 35.3%


-Income tax rate of 38.4% with deferred taxes for MPS of $2.6 million and for SJL&P -$.6 million


-Amortization and depreciation is $34.7 million for MPS and $9.9 million for SJL&P


-Business risk assumed as “average” or “5” out of “10” on  S&P’s scale























Schedule SDA-3





RRA Grading System








Above Average			   Average			Below Average





	1	1	1				


        None				    11 States			     5 States








	2	2	2








	5 States	10 States		  None








	3	3	3








	2 States	16 States			        None





