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DIRECT TESTIMONY
or
ROBERT B. HEVERT
CASE NO. ER-2012-0166
I. INTRODUCTION
Please state your name, affiliation and business address.
My name is Robert B. Hevert. 1 am Managing Partner of Sussex Economic
Advisors, LLC, and an Executive Advisor to Concentric Energy Advisors, Inc. (“Concentric™),
located at 293 Boston Post Road West, Suite 500, Marlborough, Massachusetts 01752,

Q. On whose behalf are you submitting this testimony?

A. I am submitting this testimony on behalf of Union Electric Company d/b/a
Ameren Missouri (“Ameren Missouri” or the “Company™) in this proceeding before the Missouri
Public Service Commission (“Commission™).

Q. Please describe your educational background and professional experience in
the energy and ufility industries,

A, I received my Bachelors of Science degree in Finance from the University of
Delaware, and my Master’s degree in Business Administration from the University of
Massachusetts. 1 also hold the Chartered Financial Analyst designation. I have served as an
executive and manager with other consulting firms (REED Consulting Group and Navigant
Consulting, Inc.), and as a financial officer of Bay State Gas Company. 1 have provided
testimony regarding strategic and financial matters, including the cost of capital, before several
state utility regulatory agencies as well as the Federal Energy Regulatory Commission (“FERC”)
on approximately 80 occasions, and have advised numerous energy and utility clients on a wide

range of financial and economic issues including both asset and corporate-based transactions.
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Many of those assignments have included the determination of the cost of capital for valuation
purposes. Additional information on my qualifications and a listing of testimony that [ have
provided in prior proceedings is included as Attachment A to my direct testimony.

Q. Please deseribe Concentric’s activities in energy and ufility engagements.

A, Concentric provides financial and economic advisory services to many and
various energy and atility clients across North America, The firm’s regulatory economic and
market analysis services include utility ratemaking and regulatory advisory services; energy
market assessments; market enfry and exit analysis; corporate and business unit strategy
development; demand forecasting, resource planning, and energy conitact negotiations. Its
financial advisory activities include both buy and sell side merger, acquisition and divestiture
assignments, due diligence and valuation assignments, project and corporate finance services,
and transaction support services. In addition, Concentric provides litigation support services on
a wide range of financial and economic issues on behalf of clients throughout North America.

II. PURPOSE AND OVERVIEW OF TESTIMONY

Q. What is the purpose of your direct testimony?

A, The purpose of my direct testimony is to present evidence and provide a
recommendation regarding the Company’s Return on Equity (“ROE”).! My analyses and
recommendations are supported by the data presented in Schedule Nos, RBH-E1 through
RBH-E8, which have been prepared by me or under my direction.

Q. What are your conclusions regarding the appropriate Cost of Equity for the
Company?

A. My analyses indicate that the Company’s Cost of Equity is currently within the

range of 10.50 percent fo 11.00 percent. Based on the quantitative and qualitative analyses

' Throughout my direct testimony, I interchangeably use the terms “ROE” and “Cost of Equity.”

2
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discussed throughout my direct testimony, and in light of the Commission’s traditional reliance
on the Discounted Cash Flow (“DCF”) model and, in particular, in recognition of the
Commission’s recent reliance on the multi-stage form of that model, I recommend that the
Commission authorize Ameren Missouri the opportunity to earn an ROE of 10.75 percent.

Q. Please provide a brief overview of the analyses that led to your ROE
recommendation.

A. As discussed in more detail in Section VI, in light of recent capital market
conditions, and given the fact that equity analysts and investors tend to use mulitiple
methodologies in developing their return requirements, it is extremely important to consider the
.1‘csults of several analytical approaches in determining the Company’s ROE. In order to develop
my ROE recommendation, | therefore applied two forms of the DCF model and two forms of the
Capital Asset Pricing Model (“CAPM”), as well as the Risk Premivm approach. As discussed
more fully in Section VI, in light of the weight given to the Constant Growth and multi-stage
forms of the DCF model by the Comlﬁission in the previous Ameren Missourt electric rate case,2
my recommendation places greater emphasis on the results of those models than it does on the
other methodologies.

In addition to the analyses discussed above, my recommendation also takes into

consideration the regulatory environment in which the Company operates, including the

regulatory mechanisms in place at Ameren Missouri as compared to those for the proxy group.?
While I did not make any explicit adjustments to my ROE estimates for those factors, 1 did take
them into consideration when determining where the Company’s ROE falls within the range of

analytical results.

2 Report and Order, Case No, ER-2011-0028, at 63-72.
* Section V of my direct testimony discusses the process by which the proxy companics were selected.

3
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Q. How is the remainder of your direct testimony organized?

A, The remainder of my direct testimony is organized in six sections. In Section I1J,
I discuss the regulatory guidelines and financial considerations pertinent to the development of
the cost of capital. Section IV briefly discusses the current capital market conditions and the
effect of those conditions on the Company’s Cost of Equity. Section V explains my selection of
a proxy group of integrated electric utilities used to develop my analytical results. Section VI
explains my analyses and the analytical basis for the recommendation of the appropriate ROE for
Ameren Missouri. Section VII provides a discussion of specific risks that have a direct bearing
on the ROE to be authorized for the Company in this case. Section VIII summarizes my
conclusions and recommendations.

III. REGULATORY GUIDELINES AND FINANCIAL CONSIDERATIONS

Q. Please describe the guiding principles to be considered in establishing the
cost of capital for a regulated utility,

A. The United States Supreme Cowt’s precedent-setting Hope and Bluefield cases
established the standards for determining the fairness or reasonableness of a utility’s allowed
ROE. Among the standards established by the Court in those cases are: (1) consistency with
other businesses having similar or comparable risks; (2) adequacy of the return to support credit
quality and access to capital; and (3) the principle that the specific means of arriving at a fair

return are not important, only that the end result leads to just and reasonable rates.*

Y Bluefield Waterworks & Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679 (1923);
Federal Power Conmmission v. Hope Natwral Gas Co., 320 1.8, 591 (1944),

4
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Q. Has the Commission provided similar guidance in establishing the
appropriafe return on common equity?

A. Yes. In arecent order, the Commission cited the Hope and Bluefield decisions
at some length and acknowledged its authority and responsibility to set “just and reasonable”
rates for public utility service, stating that:

A “just and reasonable” rate is one that is fair to both the utility and its
customers; it is no more than is sufficient to “keep public utility plants in

proper repair for effective public service, !and] ...to insure fo the investors
a reasonable return upon funds invested.”

Based on those standards, the consequence of the Commission’s decision in this case,
therefore, should be to provide the Company with the opportunity to earn an ROE that is:
(1) adequate to attract capital at reasonable terms, thereby enabling it to continue to provide safe
and reliable electric service; (2) sufficient to ensure its financial integrity; and (3) commensurate
with returns on investments in enterprises having corresponding risks. The allowed ROE should
cnable the Company to finance capital expenditures at reasonable rates and to maintain its
financial flexibility over the period during which rates are expected to remain in effect. To the
extent Ameren Missouri is provided the opportunity to earn its market-based cost of capital,
neither customers nor sharcholders are disadvantaged.

Q. Is it important for a utility to be allowed the opportunity to earn a return
that is adequate to attract equity capital at reasonable terms?

A. Yes. A return that is adequate to attract capital at reasonable terins enables the
Company to provide safe, reliable electric service while maintaining its financial integrity.
While the “capital attraction” and “financial integrity” standards are important principles in

normal economic conditions, the practical implications of those standards are even more

> In the Matter of Missouri Gas Energy and its Tariff Filing to Implement a General Rate Increase for Natural Gas
Service, Report and Order, Missouri Public Service Commission, Case No. GR-2009-0355. Febiuary 10, 2010,
at7.
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pronounced in the current financial environment. As discussed in more detail in Section IV,
continued equity market volatility, together with sustained increases in utility debt credit spreads
(that is, the difference in debt yields of utilitics with varying credit ratings) have intensified the
importance of maintaining a strong financial profile.

IV. CAPITAL MARKET ENVIRONMENT

Q. How do economic condifions influence the required cost of capital and
required ROE?

A. The required cost of capital, including the ROE, is a function of prevailing and
expected economic and capital market conditions. During times of capital market instability,
risk aversion increases, which causes investors to seek the relative safety of U.S. Treasury debt,
resulting in lower Treasury yields. At the same time, current and expected mérket volatility, as
measured by indicators such as the Chicago Board Options Exchange (“CBOE”) Volatility Index
(“VIX™), tends to increase. A direct result of elevated volatility is a cotresponding increase in
the risk premium required by investors as compensation for taking on the risks associated with
equity ownership.

Q. What analysis have you conducted to assess current capital market
condifions?

A. As discussed below, I considered several widely-recognized measures of investor
risk sentiment, including: (1) incremental credit spreads; (2) market volatility; and (3) the
relationship between the dividend yields of the proxy group companies and Treasury yields,
Except where noted, I compared current market conditions to the two-year period prior to the
2007-2009 recession (ie., January 2006 through November 2007), and to the capital market

contraction period of 2002-2003. As shown in Table 1, those metrics indicate that current levels
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of instability and risk aversion are significantly higher than the levels observed prior to the recent

recession, as well as the levels experienced during the 2002-2003 capital market contraction.

Table 1: Risk Sentiment Indicators

(90-day average unless otherwise specified)

Pre-recession
(Jan-2006 Jan-2002
December 31, through through Dec-
2011° Nov-2007) 2003
Credit Spreads (Moody’s Utility Bond Index)
Baa-rated bond to A-rated bond 0.68% 0.25% 0.46%
Market Volatility
CBOE VXV and CBOE VIX Futures 30.827 14.90° 24.64°
Dividend Yield Spreads
Proxy Group to 10-year Tteasury 2.34% -0.75% 1.43%

A, Tucremental Credit Spreads

Q. How have credit spreads been affected by current market conditions?

A, As a preliminary matter, the “credit spread” is the incremental return required by
debt investors to take on the default risk associated with securities of differing credit quality. As
shown in Table ! and as Chart 1 demonstrates, the 90-day moving average spread as of
December 31, 2011 between the Moody’s Baa-rated utility bond index and the Moody’s A-rated

utility bond index is 43 basis points above - or approximately 173.00 percent higher than — the

13

comparable average credit spread immediately prior to the onset of the recent recession.

¢ Represents the 90-trading day average as of December 31, 2011, except as noled otherwise,

7 Represents the 30-trading day average pricing of six-month forward volatility. Please note that the VI1X is a one-
month measure of volatility, while the VXV is a three-month measure.

¥ Represents the average VIX measured from January 2006 to November 2007.

? Represents the average VIX measured fiom January 2002 to December 2003,

7
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Chart 1: Moody?’s Utilify Bond Index Baa-A Credit Spread
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Q. What are the implications of higher credit spreads as compared to the long-
term average?

A, To the extent that credif spreads have increased, it is an observable measure of the
capital markets’ increased risk aversion; increased risk aversion clearly is associated with a
higher Cost of Equity. Although increased credit spreads have recently coincided with a
reduction in the absolute level of utility bond and Treasury yields, that fact does not imply a
lower Cost of Equity; as discussed in more detail later i‘n my testimony, there is a clear and well-
established inverse relationship between the level of interest rates and the equity risk premium.'
Consequently, lower utility bond yields, which are a function of lower Treasury yields, do not
imply a lower Cost of Equity, particularly considering that the current level of credit spreads is

higher than the long-term average.

1 Robert S. Harris and Felicia C. Marston, Estimating Shareholder Risk Premia Using Analysts’ Growth R. Vinson,
The Risk Premium Approach fo Measuring a Utility’s Cost of Equity, Financial Management, Spring 1985,
at 33-45; and Farris M. Maddox, Donna T. Pippert, and Rodney N. Sullivan, An Empirical Study of Fx Ante Risk
Premiums for the Electric Utility Industry, Financial Management, Autumn 1995, at 89-95.

8
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B, Equity Market Volatility

Q. What does equity market volatility suggest about current market conditions
and the Company’s Cost of Equity?

A. A directly observable measure of market volatility is the VIX. The VIX
represents the forward-looking (ex-anre} implied (one-month) volatility of the Standard and
Poor’s (“S&P”) 500 Index and as such, is an observable measure of investors’ expectations of
volatility and, therefore, risk. Since the inception of the VIX in 1990, its average has been
approximately 20.57."" In contrast, forward-looking estimates of volatility as of December 31,
2011 (as measured by futures prices on the VIX and the CBOE S&P 500 VXV index, which is a
three-month volatility index) average approximately 30.82. The currently anticipated level of
volatility is measurably above the pre-recessionary period (i.e., January 2006 to November 2007)
during which the VIX averaged 14.90, and also is approximately 25.09 percent higher than the
volatility experienced during the market contraction in 2002 and 2003, when the VIX averaged
24.,64. As discussed earlier, there is a direct relationship between market volatility and the equity
risk premium and, as such, the comparatively high forward-looking volatility measures indicate
higher, not lower, required equity returns,

C. Yield Spreads

Q. Please discuss your analysis of the relationship between dividend yields and
Treasury yields.

A. As a preliminary matter, the “yield spread” is the difference between dividend
yields and long-term Treasury yields.”” Investors often consider yield spreads in their assessment

of security valuation and capital market conditions. As shown in Chart 2, the 2008 — 2009

Y The 20.57 percent average volatility is approximately equal to the long run (i.e., 1926-2010) market volatitity
reported by Morningstar, Inc.
"* The analysis presented here is based on yield spreads calculated using [0-year Treasury Bond Yields.

9
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financial market dislocation created the first significant inversion of the yield spread (i.e., the
average dividend yield for the proxy group was higher than the 90-day average Treasury yield)
in five years, Prior to that time, the most recent period during which dividend yields for the
proxy group were significantly higher than Treasury yields was from mid-2002 through mid-
2003, which itself was a period of credit and equity valuation confraction.

Chart 2: Treasury Yield/Dividend Yield Divergence

(Janruary 1, 1996 — December 31, 2011)
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An atticle in The Wall Street Jowrnal noted this same relationship between utility

dividend yiclds and the ten-year Treasury yield, observing that, “Dividend yields have tended to

track the yield on 10-year Treasurys closely.”"

B Denning, Liam, A Short Circuit in the Stock Market, The Wall Street Journal, October 23, 2009, at C10.

10
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Q. Why is the confinued divergence between utility dividend yields and ten-year
TFreasury yields relevant in determining the Company’s Cost of Equity?

A. First, as suggested by The Wall Street Journal, investors often look to the
relationships among financial metrics to assess current and expected levels of market stability.
To the extent that such relationships materially and persistently deviate from long-term norms, it
may be an indication of continuing or expected instability. In the case of the yield spread, the
fact that continued Federal intervention in the capital markets has been required to maintain
relatively low Treasury yields introduces yet another significant element of capital market
uncertainty. Again, investors require increased returns to compensate for taking on such risk.

It also is important to recognize that Federal intervention in the capital markets has
created additional uncertainty. For example, in its second round of “Quantitative Easing”, the
Federal Reserve Board (“Fed”) purchased $600 billion of Treasury securities between November
2010 and June 2011, thereby injecting additional liquidity into capital markets. In an effort to
reduce interest rates on longer-term government bonds, on September 21, 2011, the Fed
announced plans to purchase by June 2012 $400 billion in Treasury securities with remaining
maturities of six to 30 years and to sell an equal amount of Treasury securities with remaining

maturities of three years or less.

The widened yield spread, which began in 2008, has continued. From January 2000
through September 15, 2008 (i.e., the time of the Lehman Brothers bankruptcy filing), the
average yield spread between the proxy group average dividend yield and ten-year Treasury
securities was 23 basis points. During the two-year period' prior to the recession, the average

yield on ten-year Treasury securitics exceeded the proxy group average dividend yield by

™ This analysis includes the 23 months beginning January 2006 and ending November 30, 2007, just prior to the
start of the recent recession, as defined by the National Bureau of Economic Research,

11
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approximately 75 basis points. As Chart 3 indicates, the 90-day average yield spread as of

December 31, 2011 was 234 basis points.

Chart 3: Proxy Company Yield Spread
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Finally, while not included in Chart 3 (above), another measure of the unusual capital
market conditions is the relationship between the yield on ten-year Treasury securities and the
average dividend yield on the S&P 500 index. Over time, the ten-year Treasury yield has been
consistently higher than the S&P 500 dividend yield. Since 1958, there have been only two
instances in which those yields became inverted (i.e., the dividend yield exceeded the Treasury
yield): November 2008," and the period from August 2011 through present. As noted earlier,
such deviations from long-term market relationships demonstrate the significant degree of

uncertainty and instability in financial markets.

5 See, for example, Randall W. Forsyth, Reversal of Fortunes Between Stocks and Bonds, Barron's Online,
November 19, 2008.

12
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Q. What conclusions do you draw from those analyses?

A. First, those analyses clearly demonstrate that current market conditions are similar
to the 2002-2003 market dislocation that affected all market segments, including utilities. One
outcome of the 2002-2003 market dislocation was a renewed emphasis on capital market access
and the importance of maintaining a strong financial profile, both of which are equally important
in the current market environment. The result of market instability and risk aversion, of course,
is an increased, not a decreased Cost of Equity. The extent of that uncertainty manifested, at
least in patt, in the significant decrease in long-term Treasury yields since S&P downgraded U.S,
sovereign debt on August 5, 2011. Even though that ratings action would call into question the
meaning and application of the “Risk Free Rate,” investors still have sought safety in Treasury
securities. In summary, market instability and measures of risk aversion remain above historical
norms.

V. PROXY GROUP SELECTION

Q. Why have you used a group of proxy companies to determine the Cost of
Equity for Ameren Missouri?

A. First, it is impottant to bear in mind that the Cost of Equity for a given enterprise
depends on the risks attendant to the business in which the company is engaged. According to
financial theory, the value of a given company is equal to the aggregate market value of its
constituent business units. The value of the individual business units reflects the risks and
opportunities inherent in the business sectors in which those units operate. In this proceeding,
we are focused on estimating the Cost of Equity for the Missouri electric utility operations of
Ameren Missouri, a rate-regulated, wholly-owned subsidiary of Ameren Corporation. Since the
ROE is a market-based concept, and given the fact that Ameren Missouri is not publicly traded,

it is necessary to establish a group of companies that are both publicly traded and comparable to

13
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Ameren Missouri in certain fundamental business and financial respects to serve as its “proxy”
for purposes of the ROE estimation process.

Even if Ameren Missouri were a publicly traded entity, it is possible that transitory
events could bias its market value in one way or another over a given period of time. A
significant benefit of using a ﬁ]‘oxy group, therefore, is its ability to mitigate the effects of
anomalous events that may be associated with any one company. As discussed later in my direct
testimony, the proxy companies used in my analyses all possess a sei of operating and risk
characteristics that are substantially comparable to Ameren Missouti’s electric utility operations,
and thus provide a reasonable basis .for the derivétion and assessment of ROE estimates.

The importance of selecting a proxy group that is similar in overall financial and business
risk to the subject company was endorsed by the United States Court of Appeals for the District
of Columbia (the “Court of Appeals™) in the Petal Gas Storage decision. The Cowrt of Appeals
acknowledged that the goal of a proxy group is to rely on companies that possess similar risk to
the subject company for the determination of the Cost of Equity:

That proxy group arrangements must be risk-appropriate is the common
theme in each argument. The principle is well-established. See Hope
Natural Gas Co., 320 U.S. at 603 (“[T]he return to the equity owner
should be commensurate with returns on investments in other enterprises
having corresponding risks.”y; CAPP 1, 254 F.3d at 293 (“TA] utility must
offer a risk-adjusted expected rate of return sufficient to attract
investors.”). The principle captures what proxy groups do, namely,
provide market-determined stock and dividend figures from public
companics comparable to a target company for which those figures are
unavailable. CAPP I, 254 F3d at 293-94. Market determined stock
figures reflect a company’s risk level and, when combined with dividend
values, permit calculation of the “risk-adjusted expected rate of return
sufficient to attract investors.”'®

What matters is that the overall proxy group arrangement makes sense in
terms of relative risk and, even more importantly, in terms of the statutory
command to set “‘just and reasonable” rates, 15 U.S.C. § 717¢c, that are

¥ Petal Gas Storage v. FERC, 496 1.3d 695, 699 (ID.C. Cir. 2007).

14
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“commensutate with returns on investments in other enterprises having
corresponding risks” and “sufficient to assure confidence in the financial

integrity of the enterprise . . . {and] maintain its credit and . . . attract
capital,” Hope Natural Gas Co., 320 U.S, at 603.7

Thus, regulatory commissions and analysts alike recognize the importance of developing
a proxy group that adequately represents the ongoing risks and prospects of the subject company,

Q. Does the rigorous selection of a proxy group suggest that analytical resulis
will be tightly clustered around average (/.e, mean) results?

A. Not necessarily. As discussed in greater detail in Section VI, the DCF approach is
based on the theory that a stock’s current price represents the present value of its expected future
cash flows. For example, the Constant Growth form of the DCF model is defined as the sum of
the expected dividend yield and projected long-term growth. Notwithstanding the care taken to
ensure risk comparability, market expectations with respect to future risks and growth
opportunities will vary from company to company. Therefore, even within a group of similarly
situated companies, it is common for analytical results to reflect a seemingly wide range. At
issue, then, is how to select an ROE estimate in the context of that range. As discussed
throughout my direct testimony, that determination must necessarily be based on an assessment
of the company-specific risks relative to the proxy group, as well as the informed judgment and
experience of the analyst,

Q. Please provide a summary profite of Ameren Missouri.

A. Ameren Missouri, a direct subsidiary of Ameren Corporation, provides electric
service to approximately 1,200,000 retail customers, and natural gas distribution service to
approximately 127,000 retail customers in Missouri, Operating income from regulated electric

operations accounted for approximately 97.64 percent of Ameren Missouri’s total operating

7 rbid, at 7.
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income in 2010."® Ameren Missouri currently has Long Term Issuer credit ratings from S&P of
BBB- (Outlook; Positive), from Moody’s Investors Service (“Moody’s™) of Baa2 (Outlook;
Stable) and from Fitch Ratings of BBB+ (Outlook: Stable).

Q. How did you select the companies included in your proxy group?

A. I began with the companies that Value Line classifies as “Electric Utilities”,
which comprise a group of 53 domestic U.S. utilities, and simultancously applied the following
screening criteria to exclude:

e Companies that do not pay consistent quarterly cash dividends;

e Companies that are not covered by at least two generally recognized utility
industry equity analysts;

e Companies that do not have senior bond and/or corporate ratings from Standard
and Poor’s of BBB-to AAA;

e Companies that are not vertically integrated utilities (7.e., utilities that own and
operate regulated generating assetsj;

¢ Companies whose regulated operating income in 2008, 2009, and 2010 comprised
less than 60.00 percent of the respective totals for the company;

» Companies whose regulated electric operating income in 2008, 2009, and 2010
represented less than 90.00 percent of the respective totals for the company;

e Companies where coal-fired generation does not constitute at least 10.00 percent

of net generation™; and

'® Source: Union Electric Company, 2010 FERC Form No. 1, Annual Report of Major Electric Utilities, Licensees
and Others and Supplemental Form 3-Q Quarterly Financial Report, at 114-115.
% The average percentage of coal-fired generation for the proxy group companies in 2010 was 64.93 percent.
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e Companies that are currently known to be party to a merger or other transforming
transaction.

Q. Did you include Ameren Corporation in your proxy group?

A. No, I did not. In order to avoid the circular logic that otherwise would occur, it is
my practice to exclude the subject company, or its parent holding company, from the proxy
group.

Q. What companies met the screening criferia for your proxy group?

A. As shown in Table 2 (below), based on the above screening criteria the proxy
group consists of the following eleven companies.

Table 2: Proxy Group

Company Ticker
American Electric Power Company, Inc. AEP
Cleco Corp. CNL
Edison International EIX
Great Plains Energy Incorporated GXP
IDACORP, Inc. DA
Integrys Energy Group, Inc. TEG
Otter Tail Corporation OTTR
Pinnacle West Capital Corp. PNW
Portland General Electric Company POR
Southern Company SO
Westar Energy, Inc, WR

VI. COST OF EQUITY ESTIMATION
Q. Please briefly discuss the ROE in the context of the regulated rate of return.
A. Regulated utilities primarily use common stock and long-term debt to finance
their permanent property, piant, and equipment. The overall rate of return (“ROR”} for a
regulated utility is based on its weighted average cost of capital, in which the cost rates of the
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individual sources of capital are weighted by their respective book values, While the costs of
debt and preferred stock can be directly observed, the Cost of Equity is market-based and,
therefore, must be estimated based on observable market information.

Q. How is the required ROE determined?

A, The required ROE is estimated by using one or more analytical techniques that
rely on market-based data to quantify investor expectations regarding required equity returns,
adjusted for certain incremental costs and risks. By their very nature, quantitative models
produce a range of results from which the market required ROE must be selected. As discussed
throughout my direct testimony, that selection must be based on a comprehensive review of
relevant data and information, and does not necessarily lend itself to a strict mathematical
solution. As a general proposition, the key consideration in determining the Cost of Equity is to
ensure that the methodologics enﬁployed reasonably reflect investors’ view of the financial
markets in general, and the subject company (in the context of the proxy group) in particular.

Q. What methods did you use to determine the Company’s ROE?

A. 1 used two forms of the DCF model: a Constant Growth DCF model and a Multi-
Stage DCF model as the primary approaches. [ then considered the results of the CAPM and an
alternative Risk Premium approach in assessing the reasonableness of the DCF results in
developing my ROE recommendation. As discussed in more detail below, the use of a historical
market risk premivm in the CAPM produces results that are entirely inconsistent with current
market conditions. Thus, a reasonable ROE estimate appropriately considers alternate

methodologies and the reasonableness of their individual and collective results,
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Q. Why do you believe it is important fo use more than one analytical
approach?
A. It is important to use more than one approach because the Cost of Equity is not

directly observable, and therefore must be estimated based on both quantitative and qualitative
information. When faced with the task of estimating the Cost of Equity, analysts and investors
are inclined fo gather and evaluate as much relevant data as reasonably can be analyzed. As a
resulf, a number of models have been developed to estimate the Cost of Equity. For that reason,
I use muitiple approaches to estimate the Cost of Equity used in performing valuations in the
context of niy financial advisory and transaction practices.

As a practical matter, however, all of the models available for estimating the Cost of
Equity are subject to limiting assumptions or other methodological constraints. Consequently,
many finance texts recommend using multiple approaches when estimating the Cost of Equity.
For example, Copeland, Koller and Murrin,”® suggest using the CAPM and Arbitrage Pricing
Theory model, while Brigham and Gapenski,”' recommend the CAPM, DCF and “bond yield
plus risk premium” approaches.

In essence, analysts and academics understand that ROE models are tools to be used in
the ROE estimation process and that strict adherence to any single approach, or the specific
results of any single approach, can lead to flawed and irrelevant conclusions. That position is
consistent with the Hope and Bluefield finding that it is the analytical result, as opposed to the

methodology, that is confrolling in arriving at ROE determinations. A reasonable ROE estimate

% Tom Copeland, Tim Koler and Jack Murrin, Valuation: Measuring and Managing the Value of Companies,
3rd Ed. {New York: McKinsey & Company, linc., 2000}, at 214,

*! Eugene Brigham, Louis Gapenski, Financial Management: Theory and Practice, 7th Ed. (Orlando: Dryden Press,
19943, at 341,
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therefore considers alternative methodologies, observable market data, and the reasonableness of
their individual and collective results.

Consequently, in my view, it is both prudent and appropriate to use multiple
methodologies in order to mitigate the effects of assumptions and inputs associated with relying
exclusively on any single approach, Such use, however, must be tempered with due caution as to
the results generated by each individual approach. Therefore, in light of the capital market
practices discussed above, I have relied on the results of both the Constant Growth and multi-
stage forms of the DCF model, the CAPM and the Risk Premium approach. The importance of
considering multiple approaches also has been recognized by the Commission, which noted in a
recent Ameren Missouri case that “[f]inancial analysts use variations on three generally accepted
methods to estimate a company’s fair rate of return on equity.” The three methods noted by the
Commission were the DCF, the Risk Premium and the CAPM approaches. The Commission
further noted that “[n]o one method is any more ‘correct’ than any other method in all
circumstances. Analysts balance their use of all three methods to reach a recommended return
on equity.”

Q. Are you aware that in prior orders, the Commission has looked fo the
average authorized return for clectric utilities as a point of reference for the purpose of
assessing the reasonableness of ROF estimates and recommendations?

A. Yes, I am. As the Commission recognized in prior proceedings, the results of
quantitative models, when viewed in the context of capital market requirements, produce a range

of results from which the market required ROE is selected. In its Order in the Company’s most

recent rate case, the Commission noted that:

" In the Matter of Union Electric Company, dibva Ameren Missouri's Tariffs to Increase Its Annual Revenues for
Flectric Service, Report and Order, Missouri Public Service Commission, Case No. ER-2011-0028, July 13,
2011, at 67.
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Before examining the analysts® use of these various methods to arrive at a
recommended return on equity, it is important to look at another number.
For 2010, the average return on equity awarded to integrated electric
ufilities by state commissions in the country was 10.30 percent. Among
states neighboring Missouri, the average authorized return on equity over
the same period was 10.23 percent,

Fedek

The Commission mentions the average allowed return on equity not
because the Commission should, or would slavishly follow the national
average in awarding a return on equity to Ameren Missouri. However,
Ameren Missouri must compete with other utilities all over the country for
the same capital. Therefore, the average allowed return on equity provides
a reasonableness test for the recommendations offered by the return on
equity experts.”

As discussed later in my direct testimony, the range of recently authorized returns fully
supports my ROE recommendation of 10,75 percent.®*
A. Constant Growth DCF Model

Q. Are DCF models widely used to determine the ROE for regulated utilities?

A. Yes, DCF models are widely used in regulatory proceedings and have sound
theoretical bases, although neither the DCF model nor any other model can be applied without
considerable judgment in the selection of input data and the interpretation of results. In its
simplest form, the DCF model expresses the Cost of Equity as the sum of the expected dividend
yield and long-term growth rate.

Q. Please describe the DCF approach.

A. The DCF approach is based on the theory that a stock’s cuirent price represents
the present value of all expected future cash flows. In its most general form, the DCF model is

expressed as follows:

23 2
Ibid.

2 As discussed later in this section, the Risk Premium method also relies on authorized ROEs as an important
model input.
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D, D, D

o

P = + ot
T +k) (1+k) +0”

where:
Py = the current stock price;
D ... D, =all expected future dividends; and
k = the discount rate or required ROE.
Equation [1] is a standard present value calculation that can be simplified and rearranged

into the famifiar form:

(o Di+g)

p ¢

[2]

Equation [2] is often referred to as the “Constant Growth DCF” model in which the first
term (D) is the expected dividend yield and the second term (g) is the expected long-term growth
rate.

Q. What assumptions are required for the Constant Growth DCF model?

A. The DCF model requires the following assumptions: (1) a constant growth rate
for earnings and dividends; (2) a stable dividend payout ratio; (3) a constant price-to-carnings
multiple; and (4) a discount rate greater than the expected growth rate. To the extent that any of
these assumptions is violated, considered judgment and/or specific adjustinents should be applied

to the resulis,
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B. Dividend Yield for the Constant Growth DCF Model

Q. What market data did you use fo calculate the dividend yield in your
Constant Growth DCF model?

A. The dividend yield is based on the proxy companies’ current annualized dividend,
and average closing stock prices over the 30, 90, and 180-trading days ended December 31,
2011.

Q. Why did you use three averaging periods?

A. 1 believe it is important to use an average of recent trading days to calculate the
stock price for each proxy company (term Py in the DCF model) to ensure that the calculated
ROE is not skewed by anomalous events that may affect stock prices on any given trading day.
In that regard, the averaging period should be reasonably representative of expected capital
market conditions over the long term. At the same time, it is important to reflect the
extraordinary conditions that have defined the financial markets over the recent past. In my
view, the use of the 30, 90 and 180-day averaging periods reasonably balances those concerns.

Q. Did you make any adjustments to the dividend yield to account for periodic
g:°0\vtl: in dividends?

A. Yes. Since utility companies tend to increase their quarterly dividends at different
times throughout the year, it is reasonable to assume that dividend increases will be evenly
distr.ibuted over calendar quarters. Given that assumption, it is reasonable to apply one-half of
the expected annual dividend growth for purposes of calculating the expected dividend yield
component of the DCF model. This adjustment ensures that the expected dividend yield is, on
average, representative of the coming twelve-month period, and does not overstate the

aggregated dividends to be paid during that time. Accordingly, the DCF estimates provided in
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Schedule RBH-E1 reflect one-half of the expected growth in the dividend yield component of the
model. The Commission endorsed this approach in its recent Missouri Gas Energy Order.”®
C Growth Rates for the DCF Model

Q. Is it important to select appropriate measures of long-term growth in
applying the DCF model?

A. Yes. In its Constant Growth form, the DCF model (i.e., Equation [2]) assuines a
single growth estimate in perpetuity. In order to reduce the long-term growth rate tfo a single
measure, one must assume a constant payout ratio, and that earnings per share, dividends per
share and book value per share all grow at the same constant rate. Over the long term, however,
dividend growth can only be sustained by earnings growth, Consequently, it is important to
incorporate a variety of measures of long-term earnings growth into the Constant Growth DCF
model. This can be accomplished by averaging those measures of long-term growth that tend to
be least influenced by capital allocation decisions that companies may make in response to near-
term: changes in the business environment. Sinece such decisions may directly affect near-term
dividend payout ratios, estimates of earnings growth are more indicative of long-term investor
expectations than are dividend growth estimates. Therefore, for the purposes of the Constant
Growth form of the DCF model, growth in earnings per share represents the appropriate measure
of long-term growth.

Q. Please summarize your inputs to the Constant Growth DCF model.

A, 1 applied the Constant Growth DCF model to the proxy group of integrated

electric utility companies using the following inputs for the price and dividend terms:

% In the Matter of Missouri Gas Energy and its Tariff Filing fo Implement a General Rate Increase for Natural Gas
Service, Report and Order, Missouri Public Service Comntission, Case No. GR-2009-0355, February 10, 2010,
at 32.
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1. The average daily closing prices for the 30-, 90-, and 180-trading days ended
December 31, 2011 for the term Pg; and

2. The annualized dividend per share as of December 31, 2011 for the term Dy.

I then calculated the DCF results using each of the following growth terms:

. The Zacks consensus long-term earnings growth estimates;
2. The First Call consensus long-term earnings growth estimates; and

3. The Value Line long-term earnings growth estimates.
D, Multi-Stage DCF Model

Q. What other forms of the DCF model have you considered?

A. In order to address some of the limiting assumptions underlying the Constant
Growth form of the DCF model, I also considered the results of a multi-period (three-stage)
Discounted Cash Flow Model. The multi-stage model, which is an extension of the Constant
Growth form, enables the analyst to specify growth rates over three distinct stages. As with the
Constant Growth form of the DCF model, the multi-period form defines the Cost of Equity as the
discount rate that sets the current price equal to the discounted value of future cash flows.
Unlike the Constant Growth form, however, the multi-period model must be solved in an
iterative fashion.

Q. Please generally describe the structure of your multi-stage model.

A, As noted above, the model sets the subject company’s stock price equal to the
present value of future cash flows received over three “stages”. In the first two stages, “cash
flows™ are defined as projected dividends. In the third stage, “cash flows” equal both dividends
and the expected price at which the stock will be sold at the end of the period. The expected
terminal stock price is based on the Gordon model, which defines the price as the expected
dividend divided by the difference betwveen the Cost of Equity (i.e., the discount rate} and the

long-term expected growth rate. In essence, the terminal price is defined by the present value of
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the remaining “cash flows” in perpetuity. In each of the three stages, the dividend is the product
of the projected earnings per share and the expected dividend payout ratio. A summary
description of the model is provided in Table 3 (below),

Table 3: Multi-Stage DCT Structure

Stage 0 1 2 3
Cash Flow Initial Stock Expected Expected E’.{p.e oted
. L s, Dividend +
Component Price Dividend Dividend .
Terminal Value
E;(:'ili(ng:i’{;r Expected EPS
Tnouts Share (EPS) Expected EPS Expected EPS Expected DPS
np . Expected DPS Expected DPS Terminal Value
Dividends Per
Share (DPS)
. 30,90, and 180- | pog growth rate Long-term
Assumptions day average . ) i
. Payout ratio growth rate
stock price

Q. What are the specific benefits of a three-stage model?

A. Because the second stage allows for a transition from the first stage growth rate to
the long-term growth rate, it avoids the often unrealistic assumption that growth will change
immediately between the first and final stages. Because the model projects dividends as the
product of earnings and the payout ratio, it adds the important ability to recognize that during
periods of elevated capital expenditures, payout ratios may be somewhat lower than they
otherwise would be,

It also is very important to note that while the model! calculates the Cost of Equity based
on expected dividends, it does not rely solely on Value Line for dividend growth rate projections.
In my experience, a common and legitimate criticism of DCF models that rely on projected

dividend growth rates (especially in the Constant Growth form of the model) is that Value Line
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is the sole source of such projections.® While the form of the three-stage model I have used
relies on Value Line for projected payout ratios, the potential bias resulting from reliance on a
single analyst is mitigated by the use of consensus earnings forecasts. The model also enables
the analyst to assess the reasonableness of the inputs and results by reference to certain market-
based metrics. For example, when using the Gordon model to estimate the terminal price, the
stock price estimate can be divided by the expected earnings per share in the final year to
calculate an average P/E ratio. To the extent that the projected P/E ratio is inconsistent with
either historical or expected levels, it may indicate incorrect or inconsistent assumptions within
the balance of the model.

Q. Please summarize your inputs to the Multi-Stage DCF model.

A. I applied the multi-stage DCF model to the proxy group described earlier in my
direct testimony. My assumptions with respect to the various model inputs are described in

Table 4 (below).

* Jbid  See, for example, Harris and Marston, Estimating Shareholder Risk Premia Using Analysis’ Growth
Forecasts, Financial Management, 21 (Summer 1992).
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Table 4: Multi-Stage DCF Model Assumptions

Stage 0 1 2 3
30, 90, and 180-
day average stock
Stock Price price as of
December 31,
2011
EPS growth as
average of (1) Transition fo
T Value Line; Long-term GDP ]
Earnings Growth EPS as 1epc:uted (2) Zacks; and (3) | growth on Lfmg—teun GDP
by Value Line s N _ growth
First Call geometric average
projected growth | basis
rates
Transition to
' industry average Long-term
: Value Line payout ratio . } )
Payout Ratio . y industry average
company-specific | on a geometric o
j payout ratio
average
basis
Expected
dividend in final
Terminal Value year divided by
solved cost of
equity less long-
term growth rate

Q. How did you calculate the long-term Gross Domestic Product (“GDP”)
growth rate?

A. The long-term growth rate of 5.61 percent is based on the real GDP growth rate of
3.26 percent from 1929 through 2010,” and an inflation rate of 2,28 percent. The GDP growth
rate is calculated as the compound growth rate in the chain-weighted GDP for the period from
1929 through 2010. The rate of inflation of 2.28 percent is a compound annual forward rate
starting in ten years (i.e., 2022, which is the beginning of the terminal period) and is based on the

30-day average as of December 31, 2011 of projected inflation from three sources. The first

¥ Bureau of Economic Analysis, December 20, 2011 update.
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estimate (2.29 percent) is based on the spread between yields on long-term nominal Treasury
Securities and long-term Treasury Inflation-Protected Securities (“TTPS™), known as the “TIPS
spread”. The second estimate (2.56 percent) is based on the imbedded inflation in Zero-Coupon
Inflation Index Swaps. The final estimate is the average of the compound annual Consumer
Price Index (“CPI”) growth rate of 2.07 percent and the annual GDP Price Index growth rate of
1.87 percent projected by the Energy Information Administration (“EIA”)} in the Annual Energy
Outlook 20112 The long-term growth rate therefore, reflects long-term historical real growth,
and the market’s expectation of long-term inflation.

Q. What were your specific assumptions with respect to the payout ratio?

A. As noted in Table 4, for the first two periods 1 relied on the first year and long-
term projected payout ratios reported by Value Line for each of the proxy group companies. 1
then assumed that by the end of the second period (i.e., the end of year ten), the payout ratio will
converge to the long-term industry median payout ratio of 66.42 percent for the period from
1987 through the present.

E. Discounted Cash Flow Model Results

Q. Piease summarize the resulfs of your DCF analyses.

A. Table 5 (below), (see also Schedules RBH-E1 and RBH-E2), presents the results
of the Constant Growth and multi-stage DCF analyses, The Constant Growth DCF model
produces a range of mean results from 10.12 percent to 10.26 percent; the mean high DCF results
range from 11.54 percent to 11.69 percent. The multi-stage DCF analysis produces a range of

mean results from 10.64 percent to 10.81 percent.

% EIA Annual Energy Outlook 2011, Table 20, Macroeconomic Indicators. Please note that 5.61% = [(143.26%) x
(14+2.28%3]-1.
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Table 5: Discounted Cash Flow Analyses Results

Mean Low Mean Mean High

Constant Growth DCF

30-Day Average 8.76% 10.12% 11.54%
90-Day Average 8.88% 10.24% 11.67%
180-Day Average 8.90% 10.26% 11.69%
Multi-Stage DCF Low Mean High
30-Day Average 9.81% 10.64% 11.38%
90-Day Average 9.94% 10.76% 11.50%
180-Day Average 10.12% 10.81% 11.47%

Q. Referring to your Constant Growth DCF model, how did you calculate the
mean high and mean low results?

A. T calculated the mean high result for my Constant Growth DCF model using the
maximum growth rate (i.e., the maximum of the Zacks, First Call, and Value Line EPS growth
rates) in combination with the dividend yield for each of the proxy group companies. Thus, the
mean high result reflects the maximum DCF result for the proxy group. Iused a similar method
to calculate the mean low results, using the minimum growth rate for each proxy group
company.

Q. Referring now to your multi-stage DCEF model, are those results consistent
with other market indicators?

A. Yes, they are. Based on the assumptions described earlier, when using the
Gordon model method to estimate the terminal price, the multi-stage model produces median

price to earnings (“P/E”) multiples of 13.24 to 13.61 (depending upon the stock price averaging
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period). This range is generally consistent with the historical median P/E ratio of the proxy
group companies of 13.73.%
Q. Did you undertake any additional analyses to support your DCF model
results?
A. Yes. As noted earlier, 1 also used the CAPM and the Risk Premium approaches
as a means of assessing the reasonableness of my DCF results.
F, CAPM Analysis
Q. Please briefly describe the general form of the Capital Asset Pricing Model.
A. The CAPM is a risk premium approach that estimates the Cost of Equity for a
given security as a function of a risk-free return plus a risk premium (to compensate investors for
the non-diversifiable or “systematic” risk of that security). As shown in Equation [3], the CAPM
is defined by four components, each of which must theoretically be a forward-looking estimate:
Ke= 1yt Blm—1) [3]
where:
K, = the required market ROE;
B = Beta of an individual security;
rr=the risk-free rate of return; and
ry, = the required return on the market as a whole.
In this specification, the term (5, — ;) represents the market risk premivm. According to
the theory underlying the CAPM, since unsystematic risk can be diversified away, investors
should be concerned only with systematic or non-diversifiable risk, Non-diversifiable risk is

measured by Beta, which is defined as:

¥ Equals the average median payout ratio for the proxy group companies for the period 1992-2011.
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_ Covariance(s,,r,,)

[4]

Variance(r,,)

The variance of the market return, noted in Equation {4}, is a measure of the uncertainty
of the general market, and the covariance between the return on a specific security and the
market reflects the extent to which the return on that security will respond to a given change in
the market return, Thus, Beta represents the risk of the security relative o the market.

Q. Has the CAPM been affected by recent economic conditions?

A. Yes. The recent market has affected the CAPM in a number of important ways.
First, as noted above, the risk fiee rate, “r/”, in the CAPM formula is represented by the interest
rate on long-term U.S. Treasury securities. During the financial market dislocation, investors
reacted to the extraordinary levels of market volatility discussed earlier by investing in low-risk
securities such as Treasury bonds. Consequently, the first term in the model (i.e., the risk-free
rate) is lower than it would have been absent the elevated degree of risk aversion that has, at least
in part, resulted in historically low Treasury yields.

In addition, as a result of the extraordinary loss in equity values during 2008, the Market
Risk Premium, when measured on a historical basis, actually decreased from the prior year, even
though other measures of investor sentiment, including market volatility and credit spreads,
indicated exiremely high levels of risk aversion. That result is, of course, counter-intuitive.
While the 2009 market rally resulted in a somewhat higher Market Risk Premium, it still remains
below its pre-financial crisis level.

Finally, Beta coefficient estimates reported by Bloombetrg and Value Line calculate the
Beta for each company over historical periods of 24 and 60 months, respectively. Because the
Value Line Beta coefficients include market data from the financial market dislocation, those

Beta coefficients tend to underestimate the “systematic” risk that investors are compensated for
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in the CAPM analyses. For that reason, I place a greater amount of weight on the Beta
coefficients calculated over a two-year period as provided by Bloomberg.

Q. How might the CAPM be misapplied under current market conditions?

A. As a consequence of the current market conditions discussed above, it is possible
to derive unreliable results from the CAPM, if the model is not properly applied. For example, it
would not be appropriate to use the current yield on Treasury securities as the risk-fiee rate in
conjunction with a historical Market Risk Premium, because the current Treasury yield is
affected by increased risk aversion and volatility that is not reflected in the historical Market
Risk Premium. That application would understate the required ROE.

Q. With those qualifications in mind, what assumptions did you use in your
CAPM model?

A. Since both the DCF and CAPM models assume long-term investment horizons, I
used the current 30-day average yield on 30-year Treasury bonds (i.e., 2,97 percent) and the
near-term projected 30-year Treasury yield (f.e., 3.43 percent) as my estimate of the risk-fiee
rate.

Q. What Market Risk Premia did you use in your CAPM model?

A, For the reasons discussed above, I did not use a historical average; rather, |
developed two forward-looking (ex-ante) estimates of the Market Risk Premium.

Q. Please describe your first approach to estimating the Market Risk Premium.

A. The first approach is based on the expected return on the S&P 500 Index, less the
current 30-year Treasury bond yield. The expected return on the S&P 500 is calculated using the
constant growth DCF model discussed earlier in my testimony for the companies in the S&P 500

Index for which long-term earnings projections are available.
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Q. Piease describe the second approach used to estimate the ex-anfe market risk
premium.

A. The second approach assumes a constant Sharpe Ratio, which is the ratio of the
risk premium relative to the risk, or standard deviation of a given security or index of securities.
The Sharpe Ratio is relied upon by financial professionals to assess how much additional return
an investor receives for holding a risky (7.e., more volatile) asset rather than a risk-fiee (i.e., less
volatile) asset. The formula for calculating the Sharpe Ratio is expressed as follows:

S(X) = (R, — R)/Std Dev (X) (5]
where;
X = the investment;
R, = the average return of X;
Ry= the best available rate of return of a risk fiee security; and
Std Dev = the standard deviation of vy

As shown in Schedule RBH-E4, the constant Sharpe Ratio is the ratio of the historical
Market Risk Premium of 6.70 percent (the numerator of Equation 5) and the historical market
volatility of 20.28 percent (the denominator of Equation 5).>° The expected Market Risk
Premium is then calculated as the product of the Sharpe Ratio and the expected market volatility,
For the purpose of that calculation, 1 used the thirty-day average of the Chicago Board Options
Exchange’s three-month volatility index (i.e., the VXV) and the same thirty-day average of
settlement prices of futures on the CBOE’s one-month volatility index (i.e., the VIX) for April

2012 through June 2012,

*® The standard deviation is easily calculated from the Morningstar data, See also Morningstar Inc., Tbbotson,
Stocks, Bonds, Bills and Inflation, 2011 Valuation Ycarbook, Large Company Stocks: Total Returns Table B-1,
at 162-163.

34



10

11

12

13

14

15

16

17

18

19

Direct Testimony of
Robert B, Hevert

Q. What measures of the Beta coefficient did you use in your CAPM model?

A. 1 considered two separate Beta coefficients for the proxy group companies:
(1) the reported Beta coefficients from Bloomberg (which are calculated using 24 months of
data); and (2) the reported Beta coefficients from Value Line (which are calculated using
60 months of data). As discussed above, I place a greater amount of weight on the Beta
coefficients provided by Bloomberg because their default calculation does not include the
financial market dislocation of 2008 and 2009.

Q. How did you apply your CAPM?

A. I relied on the ex-ante Market Risk Premium and the Bloomberg and Value Line
Beta coefficients for the proxy group to calculate the CAPM model using both the current 30-day
average yield on the 30-year U.S. Treasury bond and near-term projections of the 30-year
Treasury Bond yield as the risk-free rate. As shown in Schedule RBH-E4, the use of ex-anfe
market risk premia and risk-free rates produces a range of results that is generally consistent with
the range of results produced by the other calculation methods.

Q. What are the results of your CAPM analyses?

A. As shown in Table 7 (below), (see also Schedule RBH-E4), the CAPM analysis
based on Bloomberg estimates of Beta coefficients results in a range of returns from 10.68
percent to 11.33 percent, while relying on Value Line estimates of Beta coefficients produces a

range of returns from 10.38 percent to 11.02 percent.
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Table 7: Ex-Anfe CAPM Results

Sharpe Ratio DCF Derived
Derived Market Market Risk
Risk Preminm Premium
Bloomberg Bela Cocfficient
Current 30-Year Treasury o o
(2.97%) 10.87% 10.68%
Projected 30-Year Treasury o o
(3.43%) 11.33% 11.14%
Value Line Beta Coefficient
Current 30-Year Treasury o 0
(2.97%) 10.56% 10.38%
Projected 30-Year Treasury o o
(3.43%) 11.02% 10.84%

Q. Does your ROE recommendation substantially rely on any of the CAPM
results you presented in Schedule RBH-E4?

A. No, it does not. While I have calculated the CAPM results using the approaches
and assumptions discussed above, I did not give any specific weight to those results. Rather, |
used the CAPM results to assess the reasonableness of the DCF results discussed earlier.

G. Bond Yield Plus Risk Preminm Analysis

Q. Please describe the bond yield plus risk premium approach you employed.

A. In general terms, this approach is based on the fundamental principle that equity
investors bear the residual risk associated with ownership and therefore require a premium over
the return they would have earned as a bondholder. That is, since returns to equity holders are
mote risky than returns to bondholders, equity investors must be compensated for bearing that
risk. Risk premium approaches, therefore, estimate the Cost of Equity as the sum of the equity
risk premium and the yield on a particular class of bonds. As noted in my discussion of the
CAPM, since the equity risk premium is not directly observable, it typically is estimated using a

variety of approaches, some of which incorporate ex-anfe, or forward-looking estimates of the
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Cost of Equity, and others that consider historical, or ex-post, estimates, In the case of the
CAPM, those estimates are with respect to the return on the broad market. An alternative
approach is to use actual authorized returns for electric utilities as the measure of the Cost of
Equity to determine the Equity Risk Premium.

Q. What did your bond yield plus risk premium analysis reveal?

A. As shown on Chart 5 (below), from 1992 through 2011, there was, in fact, a
strong negative relationship between risk premia and interest rates, To estimate that relationship,
[ conducted a regression analysis using the following equation;

RP=a+bxT [06]
where:
RP = Risk Premium (difference between allowed ROEs and the 30-Year Treasury
Yield);
a = Intercept term;
b = Slope term; and
T'=30-Year Treasury Yield.
Data regarding allowed ROEs were derived from 520 electric utility rate cases™ from

1992 through December 31, 2011, as reported by Regulatory Research Associates.

3 Includes both vertically-integrated and T&D only companies.
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Chart 5: Risk Premium Results
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As shown on Schedule RBH-ES, from 1992 through December 31, 2011, the average risk
premium was approximaftely 5.50 percent. Based on the regression coefficients provided in
Schedule RBH-ES, however, the risk premium would be 7.03 percent when using the current
30-day average of the 30-year Treasury bond yield, resulting in an ROE of 10.00 percent. When
using the near- and long-term projections of the 30-year Treasury bond yield, the risk premium
would be 6.75 percent and 5.63 percent, respectively, resulting in a 10.19 percent and 10.93
percent ROE, respectively. It is important to note, however, that this estimate does not include
the effect of the Company’s specific risk factors, as discussed in Section VII of my direct

testimony.
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H. Recently Authorized Returns

Q. Has the Commission offered any guidance in past proceedings regarding the
use of returns authorized in other jurisdictions as a metric by which ROE estimates and
recommendations might be assessed?

A. Yes, it has. In the Order in Ameren Missouri’s most recent rate case, the
Commission determined that it was appropriate to consider the average authorized ROE for
integrated electric utilities in other jurisdictions during 2010 to test the reasonableness of
recommended returns on equity.”

Q. Have you conducted any analysis of recently authorized refurnms in other
jurisdictions?

A, Yes, | have analyzed recently authorized returns for integrated electric utility
companies as reported by RRA. For the twelve months ending December 31, 2011, RRA repoits
a range of authorized ROEs for integrated electric utility companies from 9.80 percent to 11.35
percent, with an average allowed ROE of 10.27 percent,

VII. REGULATORY RISKS

Q. Do the mean DCF, CAPM, and Risk Premium results for the proxy group
provide an appropriate estimate of the Cost of Equity for Ameren Missouri?

A. No, the mean results do not necessarily provide an appropriate estimate of the
Company’s Cost of Equity. In my view, there are additional factors that must be faken into
consideration when determining where the Company’s Cost of Equity fails within the range of
results, Those factors include the regulatory environment in which the company operates,

including the cost recovery mechanisms in place at Ameren Missouri as compared to those for

> Report and Order, Case No. ER-2011-0028, at 67.
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the proxy group. Those risk factors, which are discussed below, should be considered with
respect to their overall effect on the Company’s risk profile and therefore its Cost of Equity.
Q. How does the regulatory environment in which a utility operates affect its

access to and cost of capital?

A. The regulatory environment can significantly affect both the access to, and cost of
capital in several ways. First, the proportion and cost of debt capital available to utility
companies are influenced by the rating agencies’ assessment of the regulatory environment., As
noted by Moody’s, “the predictability and supportiveness of the regulatory framework in which a
regulated utility operates is a key credit consideration and the one that differentiates the industry
from most other corporate sectors.” As discussed in the testimony of Company witness Reed,
investors recognize that a reasonable allowed ROE that is subject to earnings atfrition due to
unfavorable regulatory or economic factors does not provide any assurance that the utility wifl

actually recover its costs or earn a reasonable return.

S&P notes that regulatory commissions should eliminate, or at least greatly reduce, the
issue of rate-case lag.* Moody’s agrees that timely cost recovery is an important determinant of
credit quality, stating that “[t]he ability to recover prudently incurred costs in a timely manner is
perhaps the single most important credit consideration for regulated utilities, as the lack of timely
recovery of such costs has caused financial stress for utilities on several occasions.” Similarly,

Fitch Ratings (*Fitch™) notes that in the current environment of rising costs, utilities will require

** Moody’s Global Infrastructure Finance, Regulated Electric and Gas Utilities, August 2009, at 6.

M Standard and Poor’s, Assessing Vertically Integrated Utilities® Business Risk Drivers, U8, Utilitics and Power
Commentary, November 20006, at 10.

** Moody’s, Global Infrastructure Finance, Regulated Electric and Gas Utilities, August 2009, at 7.
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more frequent rate increases to maintain financial results, resulting in further exposure to
regulatory risks.*®

It also is important to recognize that regulatory decisions regarding the authorized ROE
and capital structure have direct consequences for the subject utility’s internal cash flow
generation (sometimes referred to as “Funds Flow from Operations”, or “FF0”). Since credit
ratings are intended to reflect a company’s ability to fund financial obligations, the ability to
internally generate the cash flows required to imeet those obligations (and to provide an
additional amount for unexpected events) is of critical importance to debt investors. Two of the
most important metrics used to assess that ability are the ratios of FFO to debt, and FFO to
interest expense, both of which are directly affected by regulatory decisions regarding the
appropriate rate of return and capital structure.

Q. Please explain how credit rating agencies consider regulatory risk in
establishing a company’s credit rating.

A, While both S&P and Moody’s consider regulatory risk in establishing credit
ratings, Moody’s has published a report quantifying the importance of this metric. Moody’s
establishes credit ratings based on four key factors: (1) regulatory framework; (2) the ability to
recover costs and earn returns; (3) diversification; and (4} financial strength, liquidity, and key
financial metrics. Of those criteria, regulatory framework and the ability to recover costs and
earn refurns are each given a broad rating factor of 25.00 percent. Therefore, Moody’s assigns
regulatory risk a 50.00 percent weighting in the overall assessment of business and financial risk

for regulated utilities.”

38 Fitch Ratings, U.S. Utilities, Power, and Gas 2010 Outlook, December 4, 2009, at 1.
7 Moody*s Global Infrastructure Finance, Regulated Electric and Gas Utilities, August 2009, at 4.
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With respect to Ameren Missouri in particular, Moody’s has noted that the Company
“operates in what Moody’s has considered to be a below average regulatory framework, which
has resulted in significant regulatory lag and prevented the utility from earning close to its
allowed return on equity.”® As a consequence, Moody’s assigned the Company’s Regulatory
Framework factor a rating of Ba (which corresponds to below investment grade, for that factor).”
In discussing the reasoning for the Company’s Ba rating for the Regulatory Framework factor,
Moody’s explained that its assessment reflects “lengthy 11 month base rate case timelines; the
lack of interim rate relief; the use of historical test years; and less than full recovery of fuel costs
in rates.””

Q. What are your conclusions regarding regulatory guidelines and capital
market expectations?

A. The regulatory environment is one of the most important issues considered by
both debt and equity investors in assessing the risks and prospects of utility companies. From
the perspective of debt investors, the authorized return should enable the Company to generate
the cash flow needed to meet its near-term financial obligations, make the capital investments
needed to maintain and expand its system, and maintain sufficient levels of liquidity to fund
unexpected events, This financial liquidity must be derived not only from internally generated
funds, but aiso by efficient access to capital markets. Moreover, because fixed income investors
have many investment alternatives, even within a given market sector, the Company’s financial
profile must be adequate on a relative basis to ensure its ability to attract capital under a variety
of economic and financial market conditions. From the perspective of Ameren Corporation, the

parent holding company of Ameren Missouri, the authorized return must be sufficient to provide

* Moody’s Investors Service, Credit Opinion, Union Electric Company, August 12, 2011.
* Ibid.
© Ibid,
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Ameren Corporation with an incentive to allocate equity capital to Ameren Missouri in order to
fund capital investments that will assure the Company’s ability to continue to provide safe and
reliable service. From the perspective of equity investors, the authorized return must be adequate
to provide a risk-comparable refurin on the equity portion of the Company’s capital investments,
Because equity investors are the residual claimants on the Company’s cash flows (which is to
say that the equity return is subordinate to interest payments), they are particularly concerned
with regulatory uncertainty and its effect on future cash flows.

Q. Have you compared Ameren Missouri’s regulatory risks to those of the
proxy group companies?

A, Yes, 1 have compared the regulatory risk of operating in Missouri, which is the
risk faced by Ameren Missouri, to the regulatory risk of each of the proxy group companies
using the scale developed by S&P.*' T used a numerical ranking system that ranks jurisdictions
from 5 (most credit supportive) to 1 (least credit suppottive), Under this approach, higher values
indicate a more credit supportive jurisdiction. I applied that ranking system to the proxy group
companies by regulatory jurisdiction. For each proxy group company that operates in multiple
jurisdictions, T considered the ranking for each regulatory jurisdiction in which they operate. As
shown in Schedule RBH-ES, the simple average of the S&P rankings for each of the proxy group
companies, in all jurisdictions, is 2.93 (ie, credit supportive) whereas Ameren Missouri’s

ranking is 2.00 (i.e., less credit supportive).

' Standard & Poor’s, Updates lts U.S. Utility Regulatory Assessments, March 12, 2010, at 1.
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Q. What is your conclusion regarding the effect of Ameren Missouri’s
regulatory risk on its ROE?

A. As discussed above, the regulatory environment in which a company operates is
of significant importance té investors. From the perspective of both debt and equity investors,
Ameren Missouri appears to be subject to greater regulatory risks than the proxy companies,

Q. Have you examined the regulatory mechanisms in place at Ameren Missouri
and the proxy group companies operating in other jurisdictions in order fo further
evaluate the extent of regulatory protection at Ameren Missouri relative to the proxy
group?

A, Yes, I have. As shown in Schedule RBH-E7, the Company has implemented for
fuel and purchased power cost adjustments, vegetation management and infrastructure
inspection, pension and other post-employment benefits, and a FIN 48 tracker. Similarly, the
proxy group companies operating in other jurisdictions also have implemented regulatory
mechanisms, including rate adjustment clauses, that allow them to stabilize revenues and
enhance the predictability of cash flows. Although the individual mechanisms are specific to
each company within the proxy group, the results of my study indicate that both Ameren
Missouri and the proxy group companies have been allowed to recover certain cosis through
adjustment clauses, tracking mechanisms, and surcharges.

Q. Have you considered the effect of those cost recovery mechanisms on the
Cost of Equity?

A. Yes, I have. In my view, the relevant analytical issue is not whether the
Company’s revenue is less volatile as a result of cost recovery mechanisms than it would be in

the absence of such mechanisms, nor is it whether certain clements of regulatory risk may be
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mitigated or deferred in an absolute sense. Rather, the relevant issue is whether Ameren
Missouri’s mechanisms rendet the Company more or less risky relative to the proxy companies
in the long run so that investors would knowingly and meaningfully change their return
requirements as a direct result of those mechanisms. A necessary first step in making that
determination is to review the overall rate structures that have been implemented by Ameren
Missouri and the proxy companies.

Q. Please summarize the findings of that review.

A, Schedule RBH-E7 summarizes the rate structores for Ameren Missouri and the
ProxXy group companies operating in other jurisdictions. As shown in that Schedule, some of the
proxy group companies have implemented more comprehensive adjustment mechanisms than
Ameren Missouri’s current adjustment clauses, tracking mechanisms and riders/surcharges. For
example, Ameren Missouri’s fuel and purchased power adjustment clause allows for recovery of
95.00 percent of the variation between projected fuel costs and actual fuel costs, while the vast
majority of operating utilities within the proxy group are allowed to recover 100,00 percent of
fuel and purchased power costs. In addition, each of the proxy group companies has cost
recovery mechanisms for capital replacement programs or other cost trackers for exogenous
expenses that provide for revenue stabilization that are similar to the effect of Ameren Missouri’s
current and proposed cost recovery mechanisms. On balance, Schedule RBH-E7 demonstrates
that the proxy group companies operating in other jurisdictions, have rate mechanisms that

provide for more timely recovery of capital costs than does Ameren Missouri.
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Q. Have you also considered any other factors related fo cost recovery at
Ameren Missouri as compared fo the proxy group?

A. Yes, I have. In addition to the mechanisms discussed above, I also compared
Ameren Missouri to the proxy group companies on three other factors: (1) the ability to earn a
cash return on construction work in progress (“CWIP”) by placing it in rate base; (2) the type of
test year used (e.g., historical, forecasted, hybrid, etc.) by the Commission to establish base rates;
and (3) whether the utility is allowed to request interim rates to mitigate the effects of regulatory
lag while a rate case is pending.

Q. Have you reviewed the proxy group companies relative to Ameren Missouri
on the basis of those cost recovery factors?

A. Yes. Ameren Missouri is not allowed to earn a cash return on CWIP, is required
to establish base rates using a historical test year adjusted for known and measurable changes,
and has limited ability to request interim rates under emergency circumstances while a rate case
is pending. By contrast, as shown on Schedule RBH-E8, 64.71 percent (i.e., 22 of 34
companies) of the operating subsidiaries in the proxy group are allowed to earn a cash return on
CWIP by placing it in rate base, 55.88 percent (i.e, 19 of 34 companies) of the operating
subsidiaries are allowed to use a forecasted or partially forecasted test year to establish base
rates, and interim rate relief is commonly available to the operating subsidiaries in certain
jurisdictions. Consequently, the proxy group companies have substantially more protection
against regulatory lag than does Ameren Missouri, and therefore a better opportunity to earn

their authorized ROE than does Ameren Missouri,
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Q. Have credit rating agencies commented on the importance of reducing
regulatory lag and enhancing cost recovery for a regulated uftility such as Ameren
Missouri?

A. Yes. Moody’s has commented on the effect of the regulatory framework in
Missouri on Ameren Missouri’s ability to earn its authorized ROE as follows:

Union Electric operates in what Moody’s has considered to be a below
average regulatory framework, which has resulted in significant regulatory
lag and prevented the utility from earnings close to its allowed return on
equity. Factors contributing to Moody’s below average regulatory
assessment include lengthy 11 month base rate case timelines; the tack of
interim rate relief; the use of historical test years; and less than full
recovery of fuel costs in rates.”

Q. What are your conclusions regarding whether Ameren Missouri has
adequate cost recovery mechanisms that would serve to mitigate regulatory lag and reduce
earnings attrition relative to the proxy group?

A, As discussed above, Ameren Missouri is not allowed to earn a cash return on
CWIP, is required to set rates based on a historic test year adjusted for known and measurable
changes, and is not allowed to implement interim rates except under emergency circumstances.
For all of those reasons, I have determined that Ameren Missouri’s existing mechanisms are not
adequate to mitigate regulatory fag and substantially undermine the Company’s ability to have a
reasonable opportunity to earn its authorized ROE. By contrast, many of the proxy group

companies have more favorable cost recovery mechanisms in terms of reducing regulatory lag

and providing a supportive credit environment.

2 Moody’s Investors Service, Credit Opinion: Union Electric Company, August 12, 2011, at 2.
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VIII. CONCLUSIONS AND RECOMMENDATION

Q. What is your conclusion regarding a fair ROE for Ameren Missouri?

A. As discussed earlier in my direct testimony, while 1 have performed several
analyses to estimate the Company’s Cost of Equity, | recognize that the Commission has
expressed its preference for DCF-based methodologies. 1 also appreciate that in past
proceedings, the Commission has been inclined to attribute certain weight to the multi-stage
form of the DCF model, and to take into consideration (but not be bound by) authorized retutns
from other regulatory commissions. In light of those considerations, and given the corroborating
nafure of the CAPM analyses, | believe that a reasonable range of results is from 10.50 percent to
11.00 percent.

In light of the relative risks of Ameren Missouri compared to the proxy group, and
reflecting the Commission’s practice of considering returns authorized in other jurisdictions, it is
my view that an ROE of 10.75 percent is reasonable. That estimate reasonably balances the
interests of customers and shareholders by enabling the Company to maintain its financial
integrity and therefore its ability to attract capital at reasonable rates under a variety of different

economic and financial market conditions.
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Table 8: Summary of Analytical Results

Mean Low Mean Mean High

Constant Growth DCF

30-Day Average 8.76% 10.12% H.54%

90-Day Average 3.88% 10.24% [1.67%

180-Day Average 8.90% 10.26% 11.65%

Low Mean High

Multi-Stage DCF — Gordon Growth Model

30-Day Average 9.81% 10.64% 11.38%

90-Day Average 9.94% 10.76% 11.50%

180-Day Average 10.12% 10.81% 11.47%

Supporting Methodologies
Sharpe Ratio DCF Derived
Derived Market Market Risk
Risk Premium Premium
CAPM — Bloomberg Beta
Current 30-year Treasury (2.97%) 10.87% 10.68%
Near-Term Projected 30-year Treasury (3.43%) 11.33% 11.14%
CAPM — Value Line Beta
Current 30-year Treasury (2.97%) 10.56% 10.38%
Near-Term Projected 30-year Treasury (3.43%) 11.02% 10.84%
Treasury Yield Plus Risk Premiwm
Low Mean High
Risk Premium 10.00% 10.37% 10.93%
Q. Does this conclude your direct testimony?

A,

Yes, it does.
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ATTACHMENT A

Robert B, Hevert, CFA
Executive Advisor

Mr. Hevert is an economic and financial consultant with broad experience in the energy industry. He has an
extensive background in the areas of corporate strategic planning, energy market assessment, corporate
finance, mergers, and acquisitions, asset-based transactions, asset and business unit valuation, market entry
strategies, strategic alliances, project development, feasibility and due diligence analyses. Mr. Hevert has
significant management expedence with both operating and professional services companies.

REPRESENTATIVE PROJECT EXPERIENCE

Financial and Economic Advisosy Services

Retained by numerous leading energy companies and financial institutions throughout Notth America to
provide services relating to the strategic evaluation, acquisition, sale ot development of a variety of regulated
and non-regulated enterprises. Specific services have included: developing strategic and financial analyses and
managing multi-faceted due diligence reviews of proposed corposate M&A counter-parties; developing,
screening and recommending potential M&A iransactions and facilitating discussions between senior utility
executives regarding transaction strategy and structure; performing valvation analyses and financial due
dilipence teviews of electric generation projects, retail marketing companies, and wholesale trading entities in
support of significant M&A transactions.

Specific divestiture-related services have included advising both buy and sell-side clients in transactions for
physical and contractual clectric generation resources. Sell-side services have included: development and
implementation of key aspects of asset divestitore programs such as marketing, offering memorandum
development, development of transaction terms and conditions, bid process management, bid evaluation,
negations, and regulatory approval process. Buy-side services have included comprehensive asset screening,
selection, valuation and due diligence reviews. Both buy and sell-side setvices have included the use of
sophisticated asset valuation techniques, and the development and delivery of fairness opinfons.

Specific corporate finance experience while a Vice President with Bay State Gas included: negotiation,
placement and closing of both private and public long-term debt, preferred and commeon equity; structured
and project financing; corporate cash management; financial analysis, planning and forecasting; and various
aspects of investor telations.

Representative non-confidential chients have inchuded:
s  Conectiv generation asset divestiture
¢ Eastern Utilities Associates (prior to acquisition by National Giid, PLC) generation asset divestiture
e Niagara Mohawk -- sale of Niagara Mohawk Energy
¢ Potomac Electric Company generation asset divestiture

Representative confidential engagements have included:
e Buy-side valuation and assessment of merchant generation assets in Midwestern U.S.
¢  Buy-side due diligence and veluation of wholesale energy marketing companies in Eastern and
Midwestern 1.8,
¢ Buy-side due diligence of natural gas distribution assets in Nottheastern U.S,
e Financial feasibility study of natural gas pipeline in upper Midwestern U.5.

CONCENTRIC ENFRGY ADVISORS, INC, PAGE]
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o  Financial valuaton of natural gas pipeline in Southwestern U.S,

Regulatory Analysis and Ratemaking

On behalf of electric, natural gas and combination utilities throughout North America, provided services
relating to energy industry restructuring incliding merchant function exit, residual energy supply obligations,
and stranded cost assessment and recovery. Also petformed rate of return and cost of service analyses for
municipally owned gas and clectric utilities. Specific services provided include: performing strategic review
and development of merchant function exit strategies including analysis of provider of last resort obligations
in both electric and gas markets; and developing value optimizing strategies for physical generation assets,

Representative engagements have included:
o Performing rate of return analyses for use in cost of service analyses on behalf of municipally owned
gas and electric wtilities in the Southeastern and Midwestern US.
e Developing merchant function exit strategies for Northeastern U.S. natural gas distribution
companies
¢  Developing regulatory and ratemaking strategy for mergers including several Northeastern natural
gas distribution companies

Litigation Support and Expert Testimony

Provided expert testimony and suppozt of litigation in various regulatory proceedings on a variety of energy
and economic issues including the proposed transter of power purchase agreements, procurement of residual
service electric supply, the legal separation of generation assets, and specific financing transactions. Setvices
provided also included collaborating with counsel, business and technical staff to develop litigation strategies,
preparing and reviewing discovery and brefing materials, preparing presentation materials and participating in
technical sessions with regulators and intervenoss.

Energy Market Assessment

Retained by numerous leading energy companies and financial institutions nationwide to manage or provide
assesstments of regional energy markets throughout the U.S. and Canada. Such assessments have included
development of electric and natural gas price forecasts, analysis of generation project entry and exit scenarios,
assessment of natural pas and electric transmission infrastructure, market structure and regulatory situation
analysis, and assessment of competitive position. Market assessment engagements typically have been used as
integral elements of business unit or asset-specific strategic plans or valuation analyses.

Representative engagements have included:
»  MManaging assessments of the NYPOOL, NEPOOL and PJM matkets for major North American
energy companics considering entering or expanding their presence in those markets
*  Assessment of ECAR, MAPP, MAIN and SPP markets for a large U.S. integrated utility considering
acquisition of additional electric generation assets
o  Assessment of natural gas pipeline and storage capacity in the SHRC and FRCC markets for a major
international energy company

Resource Procurement, Contracting and Analysis

Assisted vatious clients in evaluating alternatives for acquiring fuel and power supplies, including the
development and negotiation of energy contracts and tolling agreements.  Assignments also have included
developing generation resource optimization stratepies. Provided advice and analyses of transition service
power supply contracts in the context of both physical and contractual generation resource divestiture
fransactions.
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ATTACHMENT A

Business Strategy and Operations

Retained by numerous leading North American energy companies and financial institutions nationwide to
provide services relating to the development of strategic plans and planning processes for both regulated and
non-tegulated enterprises.  Specific services provided include: developing and implementing clectde
generation strategies and business process redesign initiatives; developing matket entry strategies for retail and
wholesale businesses including assessment of asset-based marketing and trading strategies; and facilitating
executive level strategic planning retreats. As Vice President, Enetgy Ventures, of Bay State was responsible
for the company’s strategic planning and business development processes, played an integral role in
developing the company’s non-regulated marketing affiliate, EnergyUSA, and managed the company’s non-
regulated investments, partnerships and strategic alliances,

Representative engagements have included:

s Developing and facilitating executive level strategic planning retreats for Northeastern natural gas
distribution companies

e Developing organization and business process redesign plans for municipally owned
gas/electric/water utility in the Southeastern U.S.

* Reviewing and revising corporate merchant generation business plans for Canadian and U.S.
integrated utilities

e Advising client personnel in development of business unit level strategic plans for various natural gas
distribution companies

PROERESSIONAL HISTORY

Sussex Economic Advisors, LLC (2012 — Present)
Managing Pactuer

Concentric Energy Advisots, Inc. (2002 - Present)
Executive Advisor
President

Navigant Consulting, Inc. (1997 - 2001)

Managing Divector (2000 — 2001)

Ditector {1998 — 2000)

Vice President, REED Consuliing Group {1957 — 1998)

REED Coensulting Group (1997)
Vice President

Bay State Gas Company (1987 —1997)
Vice President, Energy Ventures and Assistant Treasurer

Boston Colege (1986 —1987)
Financial Analyst

General Telephone Company of the South (1984 — 1986)
Revenue Requirements Analyst

EDUCATION

CONCENTRIC ENERGY ADVISORS, INC. PAGE3



NTTACIIMENT A

M.B.A., University of Massachusetts at Amherst, 1984
B.S., University of Delaware, 1982

DESIGNATIONS AND PROFESSIONAL AFFILIATIONS

Chartered Financial Analyst, 1991
Association for Investment Management and Research
Boston Security Analyst Society

PUBLICATIONS/PRESENTATIONS

Has made numerous presentations throughout the United States and Canada on several topics, including:

L]

Generation Asset Valuation and the Use of Real Options

Retail and Wholesale Market Entry Strategies

The Use Strategic Alliances in Restructured Enecrgy Markets

Gas Supply and Pipeline Infrastructure in the Northeast Energy Markets
Nuclear Asset Valuaton and the Divestiture Process

AVAILABLE UPON REQUEST

Extensive cHent and project listings, and specific references,
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ATTACHMENT A

SPONSOR

CASE/APPLICANT

DoCEET NoO.

SUBJECT

“Arizona Corporation Commission. | -

Southwest Gas Corporation

11/10

Southwest Gas Corporation

Docket No. G-01551A-10-
0458

Return on Equity

CentetPoint Energy Resources Corp.
d/b/a CenterPoint Energy Arkansas
Gas

01/07

Corp.
d/b/a CenterPoint Enetgy
Arkansas Gas

Docket No

.06-161-U

Renurn on Equity

_Colorado Public Utilities Commission’ =

Public Service Company of Colorado

11/11

Public Service Company of
Colorado

Docket No. 11AL-947E

Return on Equity

(electric)

Xcel Energy, Inc.

12/10

Public Service Company of
Colorado

Docket No. 10AL-963G

Return on Equity
(electtic)

Atmos Energy Corporation

07/09

Atmos Energy Colorado-Kansas
Division

Docket No. 09AT-507G

Return on Equity (gas)

Xcel Energy, Inc.

12/06

Public Service Company of
Colorado

Docket No. 065-656G

Return on Equity (gas)

Xcel Energy, Inc.

04/06

Public Service Company of
Colorado

Docket No. 065-234EG

Return on Equity
(electric)

Xcel Energy, Inc.

08/05

Public Service Company of
Colorado

Docket No. 058-3698T

Return on Equity (steam)

Xcel Energy, Inc.

05/05

Public Service Company of
Colorado

Docket No. 055-264G

Return on Equity (gas)

_Columbia Public Service Commission. .~

Potomac Electric Power Company

| 07/11

| Potomac Electric Power Company

Formal Case No. FC1087

Return on Equity

_Connecticut Department of Public Utility Control

Southemn Connecticut Gas Company

09/08

Southern Connecticut Gas
Company

Docket No. 08-08-17

Return on Equity

CONCENTRIC ENERGY ADVISORS,

Inc.

PAGE 5




ATTACEMENT A

 Federal Energy Regulatory Commission

SPONSOR DATE | CASE/APPLICANT DOCEET No. SUBJECT

Southern Connecticut Gas Company 12/07 | Southern Connecticut Gas Docket No. 05-03-17PH02 | Return on Equity
Company

Connecticut Natural Gas 12/07 | Connecticut Natural Gas Docket No. 06-03-04PHO2 | Return on Equity

Corporation Cotporation

Delmarva Power & Light Company | 12/11 | Delmarva Power & Light Company | Case No. 11-528 Return on Equity

Public Service Company of New

Docket No. ER11-1915-

Public Service Company of New 10/10 Return on Equity

Mexdco Mexico 000

Portland Natural Gas Transmission 05/10 | Portland Natural Gas Transmisston | Docket No. RP10-729-000 | Return on Equity

System System

Florida Gas Transmission Company, 10/09 | Florida Gas Transmission Docket No. RP10-21-000 | Return on Equity

LLC Company, LLC

Maritimes and Northeast Pipeline, 07/09 Maritimes and Northeast Pipeline, Docket No. RP09-809-000 | Return on Equity

LLC L1LC

Spectra Energy 02/08 | Saltville Gas Storage Docket No. RP08-257-000 | Return on Equity

Panhandle Energy Pipelines 08/07 | Panbandle Energy Pipelines Docket No. PL07-2-000 Response to draft policy
statement regarding
inclusion of MLPs in
proxy groups for
determination of gas
pipeline ROEs

Southwest Gas Storage Company 08/07 | Southwest (Gas Storage Company Docket No. RP07-541-000 | Return on Equity

Southwest (Gas Storage Company 06/07 | Southwest Gas Storage Company Docket No. RP07-34-000 | Return on Equity

Sea Robin Pipeline LLC 06/07 | Sea Robin Pipeline LLC Docket No. RP07-513-000 | Return on Equity

Transwestern Pipeline Company 09/06 | Transwestern Pipeline Company Docket No. RP06-614-000 | Return on Equity

GPU International and Aquila 11/00 | GPU International Docket No. EC01-24-000 | Market Power Study

CONCENTRIC ENERGY ADVISORS, INC.
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ATTACHMENT A

SPONSOR

DaTe

CASE/APPLICANT

DOCKET NoO.

SUBJECT

“Georgia Public Service Commission =~ &

Atlanta Gas Light Company I

05/10 | Atlanta Gas Light Company
Illinois Commerce Commission. =~ o o

Docket No. 31647-U

I Return on Equity

Ameren Illinois Company
d/b/a Ameren Hlinois

02/11

Ameren Illinois Company
d/b/a Ameren Tllinois

Docket No. 11-0279

Return on Equity
(electric)

Ameren Illinois Company
d/b/2 Ameren Illinois

0z/11

Ameren Illinois Company

d/b/a Ameren Illinois

Docket No. 11-0282

Return on Equity (gas)

- Maine Public Utilities Commission

Central Maine Power Company

06/11

Central Maine Power Company

Docket No. 2010-327

collections processes

Response to Bench
Analysis provided by
Commission Staff
relating to the
Company’s credit and

‘Maryland Public Service Commission

Delmarva Power & Light Company

12/11

Delmarva Power & Light Company

Case No. 9285

Return on Equity

Potomac Electric Power Company

12/11

Potomac Electric Power Company

Case No. 9286

Return on Equity

Deltmarva Power & Light Company

12/10

Delmarva Power & Light Company

Case No. 9249

Return on Equity

Nadonal Grd

08/09

Massachusetts Electric Company

d/b/a National Grid

DPU 09-39

Revenue Decoupling and
Return on Equity

National Grid

08/09

Massachusetts Electtic Company
and Nantucket Electric Company

d/b/a National Grid

DPU 09-38

Return on Equity — Soiar
Generation

Bay State Gas Company

04/09

Bay State Gas Company

DTE 09-30

Return on Equity

NSTAR Electric

09/04

NSTAR Electric

DTE 04-85

Divestiture of Power
Purchase Agreement

CONCENTRIC ENERGY ADVISORS, INC.
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ATTACHMENT A

SPONSOR DATE | CASE/APPLICANT Docker No. SUBJECT
NSTAR Electric 08/04 | NSTAR Electtic DTE 04-78 Divestiture of Power
Purchase Agreement
NSTAR Electric 07/04 NSTAR Electic DTE 04-68 Divestiture of Powet
Purchase Agreement
NSTAR Electric 07/04 NSTAR Electric DTE 04-61 Divestiture of Power
Purchase Agreement
NSTAR FElectric 06/04 | NSTAR Electric DTE 04-60 Divestiture of Power
Purchase Agreement
Uniti] Corporation 01/04 | Fitchburg Gas and Electric DTE 03-52 Integrated Resource
Plan; Gas Demand
Forecast
Minnesota Public Utilities Commission® "0 0 00 o .
Otter Tail Power Corporation 04/10 Otter Tail Power Company Docket No. E-017/GR~ Return on Equity
10-239
Minnesota Powet a division of 11/09 Minnesotz Power Docket No. E-015/GR- Return on Equity
ALLETE, Inc. 09-1131
CenterPoint Energy Resources Corp. 11/08 | CenterPoint Energy Minnesota Gas | Docket No. G-008/GR- Return on Equity
d/b/a 08-1075
CenterPoint Energy Minnesota Gas
Otter Tail Power Corporation 10/07 | Otter Tail Power Company Docket No. E-017/GR- Return on Equity
07-1178
Xcel Energy, Inc. 11/05 | NSP-Minnesota Docket No. E-002/GR- Return on Equity
05-1428 (electric)
Xcel Energy, Inc. 09/04 NSP Minnesots Docket No. G-002/GR- Cost of Capital (gas)
04-1511

CONCENTRIC ENERGY ADVISORS, INC.
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ATTACHMENT A

SPONSOR

DATE

CASE/APPLICANT

DockET NoO.

SUBJECT

"Mississippi Public Service Commission

CenterPoint Energy Resources,
Corp. d/b/a CenterPoint Encrgy
Entex and CenterPoint Energy
Mississippi Gas

07/09

CenterPoint Energy Mississippl Gas

Docket No. 09-UN-334

Return on Equity

‘Missouri Public Service Commission -~ o

Union Electric Company d/b/a
AmerenUER

09/10

Union Electric Company d/b/a
AmerenUE

Case No. ER-2011-0028

Return on Equity
(electzic)

Union Electric Company d/b/a
AmetrenUE

06/10

Union Electtic Company d/b/a
AmetenUE

Case No. GR-2010-0363

Return on Equity (gas)

“Nevada Public Utilities Commission

Nevada Power Company |

06/1

‘New Hampshite Public Utilities Commission = "

evada Power Company

Docket No. 11-06006

Return on Equity

EnergyNorth Natural Gas d/b/a
National Grid NI

02/10

EnergyNorth Natural Gas d/b/a
National Grid NH

Docket No. DG 10-017

Return on Equity

Unitil Energy Systems, Inc.
(“Unitl”), EnergyNorth Natural
Gas, Inc. d/b/a National Grid NH,
Granite State Electric Company
d/b/a National Grid, and Notthern
Utilities, Inc, — New Hampshire
Division

08/08

Unitil Energy Systems, Inc.
(“Unitil”), EnergyNorth Natural
Gas, Inc. d/b/a National Grid NH,
Granite State Electric Company
d/b/a National Grid, and Northern
Utilities, Inc. — New Hampshire
Division

Docket No. DG 07-072

Carrying Charge Rate on
Cash Working Capital

“New Jorey Board of Public Usiliges

Atlantic City Electric Company

08/11

Atlantic City Electric Company

Docket No. ER11080469

Return on Equity

Pepco Holdings, Inc.

09/06

Atlantic City Electric Company

Docket No. EMO60%0638

Divestiture and
Valuation of Electric
Generating Assets

CONCENTRIC ENERGY ADVISORS, INC.
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ATTACHMENT A

SPONSOR DaTE | CASE/APPLICANT DocCkeET NoO. SUBJECT

Pepco Holdings, Inc. 12/05 | Atantic City Electric Company Docket No. EM05121058 | Market Value of Electric
Generation Assets;
Auction

Conectiv 06/03 | Atlantic City Electtic Cotnpany Docket No. EO03020091 | Market Value of Electric

Generation Assets;

'New Mexico Public Regulation Commission

Auction Process

Southwestern Public Service

Return on Equity

Southwestern Public Service 02/11

Company Company (electric)

Public Service Company of New 06/10 | Public Service Company of New Case No. 10-00086-UT Return on Equity
Mexico Mexico (electric)

Public Service Company of New 09/08 | Public Service Company of New Case No. 08-00273-.UT Return on Equity
Mexico Mexico (electric)

Xcel Energy, Inc. 07/07 | Southwestern Public Service Case No. 07-00319-UT Return on Equity

{electric)

‘New York State Public Service Commission =

Company

Orange and Rockland Utlides, Inc.

Return on Equity

Orange and Rockland Utlides, Inc. 07/11 Case No. 11-E-0408
(electric)
Orange and Rockland Utilities, Inc. 07/10 Orange and Rockland Utlities, Inc. | Case No. 10-E-0362 Return on Equity
{electric)
Consolidated Edison Company of 11/09 | Consolidated Edison Company of | Case No. 09-G-0795 Return on Equity (gas)
New New York, Inc.
York, Inc.
Consolidated Edison Company of 11/09 | Consolidated Edison Company of | Case No. 09-5-0794 Return on Equity (steam)
New York, Inc. New York, Inc.
Niagara Mohawk Power Cotporation | 07/01 | Niagara Mohawk Power Case No. 01-E-1046 Power Putchase and Sale

Corporation

Agreement; Standard
Offer Setvice Agreement

CONCENTRIC ENERGY ADVISORS, INC,
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ATTACHMENT A

SPONSOR

CASE/APPLICANT

SUBJECT

‘Notth:Carolina Utilities Commission =

Duke Energy Carolinas, LLC

Duke Enexgy Carolinas, LLC

Docket No. E-7, Sub 989

Return on Equity
(electric)

North Dakota Public Service Commission = =0

Otter Tail Power Company

Otter Tail Power Company

Docket No. 08-862

Return on Equity

‘Oklahoma Corporation Commission . = =

(clectd)

Oklahoma Gas & Electric Company

Oklahoma Gas & Electric

Company

Cause No. PUD201100087

Return on Equity

CenterPoint Energy Resources
Corp.,

d/b/a CenterPoint Energy
Oklahoma

Cras

CenterPoint Energy Oklahoma

Gas

Cause No. PUD200900055

Return on Equity

‘Rhode Island Public Utilities Commission .. .

National Gtid RI — Gas

National Grid RI — Gas

Docket No.

Revenue Decoupling and

‘South Casolina Public Service Commission -~ =

Return on Equity

Duke Energy Carolinas, LLC

Duke Energy Carolinas, LLC

Docket No. 2011-271-E

Return on Equity
(electric)

South Carolina Electric & Gas

South Carolina Electric & Gas

Docket No. 2009-489-E Return on Equity

‘South Dakota Public Utilities Commission

Otter Tail Power Company

Otter Tail Power Company

Docket No. EL10-011

Return on Equity

(electric)

Notthern States Power Company

South Dakota Division of Northern

States Power

Docket No

Return on Equity
(electric)

Otter Tail Power Company

Otter Tail Power Company

Docket No. ELO8-030

Return on Equity
{electric)

CONCENTRIC ENERGY ADVISORS, INC.
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ATTACHMENT A

SPONSOR

DOCKET NO

“Texas Public' Utility Commission

CaSE/APPLICANT

SUBJECT

Oncor Electric Delivery Company,

Oncor Electric Delivery Company,

Docket No. 38929

Return on Equity

LLC LLC

Texas-New Mexico Power Company 08/10 | Texas-New Mexico Power Docket No. 38480 Return on Equity
Company (electtic)

CenterPoint Energy Houston 07/10 | CenterPoint Energy Houston Docket No. 38339 Return on Equity

Electric LLC Electric LLC

Xcel Energy, Inc. 05/10 | Southwestern Public Service Docket No. 38147 Return on Equity
Company (electric)

Texas-New Mexico Power Company 08/08 Texas-New Mexico Power Docket No. 36025 Return on Equity
Company (electric)

Xcel Energy, Inc. 05/06 | Southwestern Public Service Docket No. 32766 Return on Equity

 Texas Railroad Commission: - .

Company

{electric)

12/10

Centerpoint Energy Resources

GUD 10038

Centerpoint Energy Resources Corp.
d/b/a Centerpoint Energy Entex Corp.
and d/b/a Centerpoint Enetgy Entex
Centerpoint Energy Texas Gas and
Centerpoint Energy Texas Gas
Atmos Pipeline - Texas 09/10 | Atmos Pipeline - Texas GUD 10000 Return on Equity
CenterPoint Energy Resources Corp. | 07/09 | CenterPoint Energy Resources GUD 9902 Return on Equity
d/b/a CenterPoint Energy Entex Corp. d/b/a CenterPoint Energy
and CenterPoint Energy Texas Gas Entex and CenterPoint Energy
Texas Gas
CenterPoint Energy Resources Corp. 03/08 | CenterPoint Energy Resoutces GUD 9791 Return on Equity

d/b/a CenterPoint Energy Texas
(GGas

Corp.
d/b/a CenterPoint Energy Texas

' Utah Public Service Commission.

CONCENTRIC ENERGY ADVISORS, INC.
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ATTACHMENT A

SPONSOR Date | CASE/APPLICANT DockeT NO. SUBJECT
Questar Gas Company 12/07 | Questar Gas Company Docket No. 07-057-13 Return on Equity
| Vermont Public Service Board -+ o 0 o i .
Central Vermont Public Setvice 12/10 | Central Vermont Public Service Docket No. 7627 Return on Equity
Corporation Corporation (electric)
Green Mountain Power 04/06 | Green Mountain Powet Docket Nos. 7175 and Return on Equity
7176 {electric)
Vermont Gas Systems, Inc. 12/05 | Vermont Gas Systems Docket Nos. 7109 and Return on Equity (gas)
7160
Virginia State Corporation Commis ... s
Columbia Gas Of Virginia, Inc. Columbiz Gas Of Virginia, Inc. Case No. PUE-2005-00098 | Metger Synergies

Dominion Resources

Virginia Electric and Power
Company

Case No. PUE000O584

Corporate Structure and
Electric Generation

Strategy
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30-DAY CONSTANT GROWTH DCF

1 2] 3] 4 [5] i6] i7] (8] [9] [10] [11]
Expected  First Call Zacks  Value Line Average

Annualized  Stock Dividend Dividend FEarnings Earnings Earnings Eamings Low Mean High

Cornpany Ticker  Dividend Price Yield Yield Growth Growth Growth Growth ROE ROE ROE
American Electric Power Company, Inc. AEP $1.88 $39.50 4.76% 4.86% 3.87% 4,00% 4.50% 4.12% 8.72% 8.98% 9.37%
Cleco Corp. CNL $1.25 $36.20 3.45% 3.55% 3.00% 7.00% 6.00% 5.33% 6.51% 8.88% 10.57%
Edison International EIX $1.30 $39.46 3.29% 3.36% 3.18% 5,00% n/a 4.08% 6.53% 7.45% 8.38%
Great Plains Energy Inc. GXP $0.85 $20.98 4.05% 4.16% 4.10% 6.50% 6.00% 5.53% 8.23% 9.70% 10.68%
IDACORP, Inc. DA $1.20 $40.76 2.84% 3.01% 4.50% 4.70% 4.00% 4.40% 7.00% 7.41% 7.71%
Integrys Energy Group, Inc. TEG $2.72 $51.48 5.28% 5.49% 9.40% 4.50% 9.00% 7.63% 9.90% 13.12% 14.93%
Otter Tall Corporation OTTR $1.19 $21.20 5.61% 5.83% 5.00% 5.00% 13.00% 7.67% 10.75% 13.50% 18.98%
Pinnacle West Capital Corp. PNW $2.10 $46.61 4.51% 4.63% 5.58% 5.30% 8.00% 5.63% 9.92% 10.26% 10.64%
Portland General Electric Company POR $1.08 $24.61 4.31% 4,44% 5.88% 5.00% - 7.50% 6.13% 9.41% 10.57% 11.97%
Southern Company S0 $1.89 $44.38 4.26% 4.38% 5.92% 5.10% 6.00% 567% 9.47% 10.05% 10.39%
Westar Energy, Inc. WR $1.28 $27.40 4.67% 4.83% 5.08% 6.10% 8.50% 6.56% 9.87% 11.39% 13.37%
MEAN 4.29% 4.41% 5.05% 5.29% 7.05% 5.71% 8.76% 10.12% 11.54%

Notes:

[1] Source: Bloomberg Professional

[2] Source: Bloomberg Professional, equals 30-trading day average as of December 31, 2011

[31 Equals [1]/[2]

[4] Equals [3] x (1 + 0.5 x [8]}
[5] Source: Yahoo! Finance

[6] Source: Zacks

[7] Source: Value Line

[8] Equals Average([5], [6], [7]}

[9] Equals [3] x (1 + 0.5 x Minimum(j5], 6], [7])} + Minimum({5], B [7D

[10] Equals [4] + [8]

[11] Equals [3] x (1 + 0.5 x Maximum({{5], {6]. [7]) + Maximum([5], [6], [7]}

Schedule RBH-E1
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90-DAY CONSTANT GROWTH DCF

il [2] [3] [4] (51 (6] [7] [€] 19] [10] [11]
Expected  First Call Zacks Value Line  Average
Annualized  Stock Dividend Dividend Earings Eamings Eamings  Earnings Low Mean High
Company Ticker Dividend Price Yield Yield Growth Growth Growth Growth ROE ROE ROE
American Electric Power Company, Inc. AEP $1.88 $38.89 4.86% 4.86% 3.87% 4.00% 4.50% 4.12% 8.82% 9.06% 0.47%
Cleco Corp. CNL $1.25 $35.57 3.51% 3.81% 3.00% 7.00% 6.00% 5.33% 6.57% 8.94% 10.64%
Edison International EIX $1.30 $38.63 3.37% 3.43% 3.18% 5.00% n/a 4.09% 6.60% 7.52% 8.45%
Great Plains Energy Inc. GXP $0.85 $20.28 4.19% 431% 4.10% 6.50% 6.00% 5.53% 8.38% 9.84% 10.83%
IDACORP, Inc. IDA $1.20 $39.48 3.04% 3% 4.50% 4.70% 4.00% 4.40% 7.10% 7.51% 7.81%
Integrys Energy Group, Inc. TEG $2.72 $50.46 5.39% 5.60% 8.40% 4.50% 9,00% 7.83% 10.01% 13.23% 15.04%
Otter Tail Corporation OTTR $1.19 $20.17 580% 8.12% 5.00% 5.00% 13.00% 7.67% 11.05% 13.79% 19.28%
Pinnacle West Capital Corp. PNW $2.10 $45.08 4.66% 4,79% 5.58% 5.30% 8.00% 5.63% 10.08% 10.42% 10.80%
Portiand General Electric Company POR $1.08 $24.24 4.37% 4.51% 5.88% 5.00% 7.50% 6.13% 0.48% 10.63% 12.04%
Southern Company S0 $1.89 $43.09 4.39% 4.51% 5.92% 5.10% 6.00% 567% 9.60% 10.18% 10.52%
Westar Energy, Inc. WR $1.28 $26.84 477% 4.92% 5.08% 8.10% 8.50% 8.56% 9.97% 11.48% 13.47%
MEAN 4.40% 4.53% 5.05% 5.29% 7.05% 5.71% 8.88% 10.24% 11.67%
Notes:

[1] Source: Blosmberg Professional

[2} Source: Bloomberg Professional, equals 90-frading day average as of December 31, 2011

[3] Equals [1]/[2]

[4] Equals [3] x (1 + 0.5 x [B])
[5] Source: Yahoo! Finance
[6] Source: Zacks

[7] Source; Value Line

{8] Equals Average([5], (6], {7])

[91 Equals 3] x (1 + 0.5 x Minimum({[5], [B], [7])) + Minimum([5], [E], [T])

[10] Equals 4] + [8]

[11] Equals [3] x (1 + 0.5 x Maximum([5], [6], [7])) + Maximum([5], [6], [T])

Schedule REH-E1
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180-DAY CONSTANT GROWTH DCF

[ 12] £3] [4] [5] [6] {71 (8] [9] [10] [11]
Expected  First Call Zacks  Valug Line  Average

Annualized  Stock Dividend  Dividend Earings Eamings Eamings  Eamings Low Mean High

Cempany Ticker Dividend Price Yield Yieid Growth Growth Growth Growth ROE ROE ROE
American Electric Power Company, Inc, AEP $1.88 $37.96 4.95% 5.05% 3.87% 4.00% 4.50% 4.12% 8.92% 9.18% 9.56%
Cleco Corp. CNL $1.25 $35.04 3.57% 3.66% 3.00% 7.60% 6.00% 5.33% 6.62% 9.00% 10.69%
Edison International ElX $1.30 $38.48 3.38% 3.45% 3.18% 5.00% nfa 4.09% 6.51% 7.54% 8.46%
Great Plains Energy Inc. GXP 50.85 $20.27 4.19% 4.31% 4.16% 6.50% 6.00% 5.53% 8.38% 8.84% 10.83%
IDACORP, Inc. DA $1.20 $39.08 3.07% 3.14% 4.50% 4.70% 4.00% 4.40% 7.13% 7.54% 7.84%
Integrys Energy Group, Inc. TEG $2.72 $50.7C 5.38% 5.57% 9.40% 4.50% 9.00% 7.63% 9.99% 13.20% 15.02%
Otter Tail Corporation CTTR $1.19 $20.82 5.72% 5.94% 5.00% 5.00% 13.00% 7.67% 10.86% 13.60% 19.09%
Pinnacle West Capital Corp. PNW $2.10 $44.28 4.74% 4.88% 5.58% . 5.30% 6.00% 5.63% 1017% 10.50% 10.88%
Portland General Electric Company POR $1.06 $24.55 4.32% 4.45% 5.88% 5.00% 7.50% 6.13% 9.43% 10.58% 11.08%
Southern Comparny 50 $1.89 $41.42 4,56% 4.69% 5.92% 5.10% 6.00% 5.87% 9.78% 10.37% 10.70%
Westar Energy, Inc. WR $1.28 $26.63 4.81% 4.97% 5.08% 6.10% 8.50% 6.56% 10.01% 11.53% 13.51%
MEAN 4.42% 4.55% 5.05% 5.29% 7.05% 5.71% 8.90% 10.26% 11.69%

Notes:

1] Seurce: Bloomberg Professional

£2] Seurce: Bloomberg Professienal, equals 180-trading day average as of December 31, 2011

3] Equals [11/12]

4] Equals [31x (1 + 0.5 x [8])
{5] Source: Yahoo! Finance
6] Source: Zacks

[7] Sourge: Value Line

[8] Equals Average([5], [6], [7]

[97 Equals [3] x {1 + 0.5 x Mimimum([5], [8], 7)) + Minimum([5], [], [7])

[10] Equals [4] + [8]

[11] Equals [3] x {1 + 0.5 x Maximum([5], [6], [7]} + Maximum{5}, 8], [7])

Schedule RBH-E1
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American Electt Paver Corpany, re. FEP $32.50 5280 4 92% 5E1% 5ILU% H500% HSA2% $0EQ Work

oo Gop CHL 5320 §229  SW%  SEIR% 4500%  SALUR BSAZ% OO 1D2d%
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Purand Genersl Elediic Corpary POR 52481 S163 SI3% 5ET% SI00%  SLMO%  6A2% K00 10M%
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Wstar Erergy, lod. W 2742 ME0 85 SEI% Ta00%  00%  &5O% W00 1058%
FNERGGE EXE) €is _ GIEI% 0ES

] n U il 1 45 t u 3 IS [ri}] 2z £3 pa 2 I -
Tkee 212 7 12 birii ) 2014 i3 2013 27 ity 2012 2020 2091 2082 2023 024 pive) 2055

Avoarican Blectric Pover Canpary. bre. AED $250 $27t 282 e paXecd 3218 3231 3345 $3£2 4173 152 H2 44 §a62 $455 523 4552

ooy Coep. ©a $124 $24y $258 $2ES e $287 3313 $338 $347 1IES 7 Hoa $431 55 2t 1508 3538
Edson Irfermasonal Ex $335 $3a3 $353 3378 a5 oS HH A5 $4ES $4e3 §512 554 3870 502 5.3 win $703

G al Plaivs Erergy Ints P 153 3181 5530 3180 $1sl 3203 2711 p 5] 3235 4243 $262 $237 293 $309 a5 145 3

Py 4108 §125 B4 363 1383 oS a3 52 haatd 3504 532 §562 $594 w2r e 159 ETE S
Portiand Ganerad Eled e Coopany POR 165 75 s5ar $158 Rrall 4223 $237 $251 1768 222 5283 1315 $333 3357 $an $92 o
Eoulhern Compary S0 §237 §250 SLES $2.80 - 342 3330 $43 188 $IE i M 59 454 541 5.4 3T
Micstar Erergy. e, R HE 5192 5204 S213 kr] 3247 ki) $28) 3258 135 3335 1354 5374 85 AT $442 3055
D derd Payout Fate e i =25 7 it #3 BY ol =5] e B B B B3 b\ P
Compery. Teker 2018 2052 2013 2014 2015 Al T 2518 018 2020 e 2422 a2y Fori] 25 iz
#merican Eledlric Povat Corpary,Ine AZP £900%  500%  STOVR% SAL0% S5O0  5643% SAMGN SRESN ISR £33 HATIN a2 £542%  BAUE ES 4%
Cleeny CHL A5L0% 4925%  S250%  SE7S% FALOR BOGE% 6112% B2MA BI24% BAX% £534% eAAx E642Y%  E54I%  ESAR
EX 5000 4300%  A800%  ATLO% 45D0Fm H4H% S1E% SMEER SIETR BOSSE S3%0% sGd2% EGAZY,  E547%  £44YR
cric) SIOYA £225%  BLSGT EIS® G000% EOMIB E1EME 6275% EIGTA  GEGW  ESED% GBAXX E242%  E5AX% AR
pa 00 50X 4200%  ARm SN AB08% S11% SUEN S724 0 £030% G336% a2 B542% ESAXR 654Z%
Tea [rdiaat TSR TROO% TisrR BSLFR EFTFR EIXER BTN LR ES AR LOESN 42N EGAI%  BALZR €0AZ%
OTIR ' nfa 5] (X] B o 'z n'z r'a oa »fa " na w3 s
Pl T00m AR TOEUR 61753 GSO0%  ESXU%  BSAVR  B36IN  ES81%  EAOI%  BAEIm G2 £EA2E  B6ArE  £542%
PR S300%  S27E%  B2EO% RIS S200%  S409%  BAX BAdN 025 E230%  S435%  fG2% E642%  BAAZR  BE42Y%
30 7300% % TOER 6325% BELOR GITT% GTES® FTOR BROW EGAT% BESN A% EB312%  E2ER E6aT%
we F200%  BETS%  BSEG%  £225%  EALO%  600G% 61 12%  E 1% B3R B430% EA3En A% EGAZ%  EEA2R  E6ATR
Dhviderds Per Stara & Tesminal Warked Vatn [iE] g 2k ] 3 23] 1 3
Terrgal  Temtal
Comgary Tckar X2 2013 BTE 216 ik Fkd 3 Ay prrid Farhl 02 u23 2024 oy} 025 Pring. PE fafio
Asmerican Blecki Pavet Lorpary, e AER 1153 167 3t $175 2] 24 5247 23 257 272 §265 21 0% $3a47 3387 87 1551
Clecn Corp. o 4125 101 15T 575 128 241 5215 232 1743 1267 $263 a2 3313 4337 5355 L3 34r
Edeon riecrztonal EX 178 nan §5ES 568 5205 52348 $255 $28t 30 B3 bl .00 b osid L5 47 a3 ez
Gre sl Pins Enegyinc. i) $105 sin 5545 $i20 129 §133 5145 F18 $170 3182 154 205 217 §229 $ra e N
DACHRP, e 1A 130 141 §i52 §5L5 $EE4 284 227 2352 279 1309 3342 nel 281 3403 $5 §95.81 195
gy Erargy Gep, 15¢ TEQ 255 3303 $34t 4318 534t $IE5 38 $41g 3 45T HEe? B 3543 503 5506 $110T4 1245
Orizr ¥l Corporation OFR o' ol na vl 2 ©a ra nia '3 " 'z ra e na na n'a wa
Prnase Wt Caplal Comp, ey $251 $25 §280 178 208 5285 5313 §337 351 332 el 18 Had A 450 $004 1353
Pedbnd Graerat Eledtr Compary POR $259 104 N 5115 $i23 14t N (1351 2 4203 uM1 24 247 264 $275 $55E5 1353
Egufhern Compary 50 19y 3147 5205 52352 5224 §238 4213 $241 275 F2E3 s 322 1343 $358 §373 $3517 1583
Wester Evergy, e, NR 51A) $1.4 $144 3145 3153 $17t $185 $200 52,15 231 3128 h 1] 4277 3252 $200 50,70 1385
Lrvestor Cesh Floes Fel EN 2 &2 i i [ Lt o4 ra g
nal
Congary Tiker  Oulow 1231201 07012012 0101203 07042014 07012015 0T.012018 CR0Y2G17 07012018 07012019 OTG12020 OT4H2023 UTC172022 OXO1PE)5 OTOLE024 01012025 01917008
Areerivan Eeotic Povet Compary, e FEP Gy 5§00 63 5T Hh 15 HId 3204 v $233 §252 s 1285 $31t 3323 3247 $atdd
Cheon Cop, CHL 33620} 040 $125 3141 87 3175 $.83 $201 215 $232 $243 $267 WES 302 4313 37 $e453
Eden Inlerational (34 (33345) 00 178 $i21 3185 153 3208 2.3 4255 §281 $312 3348 4302 B0 2373 His §5M4
Great Plains Enemy fr P {($2052) 000 105 111 3135 $2 i 3133 $148 158 §1.70 182 (35 §205 27 3224 3 ee
DWEORP, Ire. 1Dy BRI $2.00 330 147 $5852 5163 §1a4 5204 $227 3252 $1.7% B3 3342 $356% 38t . Jioer
filegys Erergy Grog, e TEG (451.42) 4002 $295 B S35 5316 $341 5363 5353 RIAL) $433 HEY 487 5B 3543 3573 §IHTE
Ootet Tl Corpommlien OTIR ] 000 =] A na n3 na =] nE nia na ra n'a n'a na s 9
Firache West Captad Corp- Pl (864 0.0 152 3258 3283 §253 273 256 $313 $33 $351 272 3354 H1E 3440 Hes 10424
Portand Geveral Fledos Corpary POR (2457} p ol 3355 o $110 $1.18 st 5541 5555 i HEF $2103 323 $234 1247 $261 384
Sauthr Corgany 0 430 e 17 205 §212 L3 3236 5255 261 1275 2 05 £ .8 B ¥:355
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Compary ket Pree EPS v&h Gl by [
American Bledhric Poved Corpay, frg AEP $REY $L60 412% SE1% 30006 SA0G% 68.42% $1.00 121%
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e Corp, CHL $35.04 2w 535% 564% 4500% PGB BRUN Eoloed 1038%
Edisan ndematonal Eid $3343  $335  409%  SEI% D000%  4500%  65.42% 00D HaT%
Grend Piains. Energy e, GAP S 153 553% 561N 6300%  BOOON  eSaz% $AOD 1%
DACORP tre DA 308 263 A4 SE1% FI0% SHOGNH BBATK 00 10.45%
Iregrys Enengy Grocp, e, TEG  S5070 4324 7EI%  SEVE  S200%  GBOOX  BSAI% 00D 16.47%
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Pinracls Visst Capltst Corp. PN $423 $303 SE8% SEI%  TGO00%  65C0%  65.43% 3000 MoT
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Edison Irtarnationat B 0335 Pov] 5363 WATE k1§40 $46 $445 a5 3483 8542 $540 ST 4802 %3 BT §703
Grest Prains Energy be. @F 5583 $161 5170 %180 S5s0 S200 %2 5223 3235 $2.49 5262 5227 $283 03 8528 3345 $154
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Multi-Stage DCF Nofes:

[1] Source: Bleomberg; based on 39, 90, and 180-day histerical average

[2] Source: Valug Line

[3] Source: Yahoo! Finance, Zacks & Value Line; equals average eamings growth estimate
[4] Source: EIA Arnual Energy Outfook 2011, Bloomberg Professional, Bureau of Economic Analysis
[5] Source: Valug Line

[6] Source: Value Line

[7] Equals indusiry average historical payout ratio (1987-present)

[8] Equals Column {1] + Column [60]

[97 Equals result of Excel Sciver function; goal: Column {8} equals $0.00

[10] Equals Column [2]

{11} Equals Column {10] x (1 + Golumn [3])

{12} Equals Column {14) x (1 + Column [3])

[13] Equals Column [11] X (T + Column {3])

{14} Equals Column {11] x (T + Column [3})

{156] Equals Column {14] x {1 + Column {3])

{16] Equals Column {15] x {1 + Column {3}

[17] Equals (1 + {Column {3] + {{Column [4) ~ Column [3}} / (2021 - 206 + 1)} x (2017 ~ 2018)})) x Column {18)
[18] Equals {1 + {Column {3] + {{Column [4} - Column [3}} / (2021 ~ 2016 + 1)} x (2018 — 2018}}}) x Column {17]
[19] Equats {1 + (Column {3] + {{{Column [4} — Column [3}) (2021 ~ 2016 + 1)) x (2019 - 2016)}}} x Column [18]
[20] Equals {1 + {Column {3] + {{{Calumn {4} - Column [3}}/ (2021 ~ 2016 + 1)} x (2020 ~ 2016)))) x Cclumn [18)
[21] Equals {1 + {Column {3] + ({{Column [4} - Column [3)) / (2021 ~ 2076 + 1)} x (2021 - 2016)})) x Column [20]
[22] Equals Cofumn {21] x {1 + Column [4)

[23] Equals Column {22]x {1 + Column [4]}

[24] Equals Cotumn {23] x (t + Column [4])

{25] Equals Cofumn {24]x {1 + Column [4])

{26] Equals Cotumn {25] x {t + Column {4]}

f27] Equals Column {5]

{28] Equals Column {27] + ({(Column [31] - Column {27]} / 4)

{29] Equals Cotumn {28] + ((Column [31] ~ Column {27]}/ 4)

{30] Equals Colurn [29] + {{Column [31] — Column {27]} 1 4}

{31] Equals Cotuma [6)

{32] Equals Column {31] + ({Column [38] - Column {31]}/7)

{33] Equals Columa [32] + ({Column {38] — Column {31}}/ 7)

[34] Equals Column [33] + ((Column {38] ~ Column {31}}/7)

[35] Equals Colurnn [34] + {{Column [38] — Column [31B/7)

[36] Equals Column [35] + ((Column [38] — Column [31)} 7 7)

[37] Equals Column [36] + {{Column {38] — Column [31)}/ 7)

[38] Equals Column [7]

[39] Equals Column [7]

(40} Equals Column (7]

[41} Equals Column (7]

[42] Equals Column (7]

[43] Equals Column [12} x Column [28]

[44) Equals Column [13} x Column [28]

[45] Equals Column [14]} x Column [30]

[46] Equals Column [15] x Column [31]

[47) Equals Column [16] x Columin [32}

[48) Equals Column [17] x Column {33}

[49] Equals Column [18] x Column {34}

[50] Equals Column [19] x Column {35}

[51] Equals Column [20] x Column {36}

562] Equals Column [21] X Column {37}

{53] Equals Column [22] x Column {38]

[64] Equals Column [23] x Column {39]

185] Equals Column [24) x Column {40]

{66] Equals Column [25] x Column {41]

{5671 Equals Column [26] x Column {42]

[58] Equals (Column [57] x (1 + Column {4]))  {Column [9] - Column [4])

[59] Equals Column {58] / Column [28}

[60) Equals negative net present value; discount rate equals Coluran [9], cash flows equal Column [61] through Column [78)
[81} Equals $0.00

{82} Equals Column [43]

{83} Equals Column {44]

{64} Equals Column {45]

{65] Equals Column [48]

{68] Equals Column {47]

{67] Equals Column [48]

{68] Equals Column [49]

{69] Equals Column [50]

{70] Equals Column [51]

{71] Equals Column [52]

{72] Equals Column [53]

{731 Equals Column [54]

[74] Equals Column [55]

[75] Equals Column [56]

[78] Equals Column [57} + Column [58]
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AVERAGE HISTORICAL BETAS
BLOOMBERG AND VALUE LINE

AS OF DECEMBER 31, 2011

[

12)

Bloomberg Value Line

American Electric Power Company, inc. AEP 0.69 0.70
Cleco Corp. CNL 0.80 0.70
Edison International EIX 0.76 0.80
Great Plains Energy Inc. GXP 0.83 0.75
IDACORP, Inc. IDA 0.86 0.70
Integrys Energy Group, Inc. TEG 0.83 0.90
Otter Tail Corporation OTTR 0.91 0.80
Pinnacle West Capital Corp. PNW 0.77 0.70
Portland General Electric Company POR 0.78 0.75
Southern Company SC 0.57 0.55
Westar Energy, Inc. WR 0.75 0.75
Average 0.776 0.745
Notes:

[1] Source: Bloomberg Professional

[2] Source: Value Line; dated Nov. 2, 2011; Nov. 25, 2011; and Dec. 23, 2011

Schedule RBH-E3
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CAPM USING ALTERNATIVE MARKET RISK PREMIUM CALCULATIONS

] 14} 5] I8} 17 8
Return on Equity
Market Risk Premium CAPM
Sharpe Market { Sharpe  Markel
Risk-Free  Average Ratio DCF Ratio OCF
Rale Bela Derived  Derived | Derived  Derived
PROXY GROUP BLOOMBERG BETA
{1] Cuitent 30-Year Treasury {30-day average) 2.97% 0.776 10.18% 994% 1087% 10.68%
{2) Near-Temn Projected 30-Year Treasury 3.43% 0778 10.18% 9.94% 1133% 11.44%
11.10%  10.91%
PROXY GROUP VALUE LINE BETA
[1] Current 36-Year Treasury {30-day average) 297% 0.745 10.18% 9.94% 10.68%  10.38%
[2] Near-Term Projected 30-Year Treasury 343% 0.745 10.18% 9.94% 15.02%  10.84%
10.79% 1061%
Noles:
[1] Sowrce: Bloemberg Professional
[21 Source: Blue Chip Financial Forecasts, Vol 30, No. 12, December 1, 201, at 2
[3] see Notes [} and {2}
[4} Source: Schedule RBH-E3
{5] Equals Col. §43]
{8} Source; Schedule RBH-E3
{7) Equals Col. [3] + {Col. [4] x Col. [5))
18] Equals Col. [3] + (Cot. [4] x Col. [6]))
MARKET RISK PREMIUM USING EXPECTED MARKET SHARPE RATIO
[ {103 {11) {12} {13)
Historical Market
RB, Vol, VoL, Sharpe Ratie RP,
8.70% 20.28% 30.82% 33.04% 10.16%
134] [15] [16] 117)
Apr 121X May 12VIX Jun12 ViX
Dale N2\ Futures Futures Futures
12/30/2011 2686 28,49 2870 2910
1242912011 2625 28.05 28.45 2890
122802011 2875 2840 28.90 2825
122742011 25654 27.90 2830 28.70
122342014 2622 2816 28.55 2895
1212212011 28.50 2885
12242011 28.45 28.75
12/20/2011 2885 3020
12197201 2085 31,10
121672011 31.10 31.30
121572011 .15 31.35
1211482041 31.70 ales
1211372011 31.55 31.70
1211272011 31.30 3145
120912011 30.80 31.00
12/08/2041 31.55 3t.60
121072041 30,70 3080
1210612011 30.35 3045
1210542011 30.35 3045
12/02£2011 3065 3080
1201120114 3085 3085
113072011 31.05 31.00
1172812011 3255 32.70
11#2812011 3285 3300
11252011 34.10 .15
112372011 3385 33.70
1172272011 3285 33.05
111217201 33,10 3325
N80 3265 3260
NA72001 32.80 3260
Averags| 30.82 |
Noles:

[9] Sourca: Morpingsiar, Inc.

RP,, =historical anithmetic average Risk Fremium

{10] Source: Momingsiar, inc.
Vol , = historical market volatility

{11] Vol . = expecled market volatifty {average of Cols. [14H17])

[12] Equals Cot. [9]7 Col. {10]

[13} Equals Col [11}x Col. [12]

[14} Source: Bloomberg Professional
{15} Sourea: Bloombery Professionat
{16} Source: Bloomberg Professionat
{17] Source: Bloomberg Professional
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NMARKET RISK PREMIUM DERIVED FROM ANALYSTS LONG-TERM GROWTH ESTIMATES

[18] it9] 120}
Estimated Weighted Index S&P 500
Weighted Indax Long-Term Growth Est. Required
Dividend Yieki Rate Market Return
2.92% 10.68% 12.91%
[21] Cursent 30-Year Treasury {30-day average): 2.97%
[22] ImpBed Maske! Risk Premium: 9.84%
STANDARD AND POOR'S 500 INDEX
£23) {241 2% [26] 127]
Cap-Weighted
Welght in Estimated Cap-Welghted Long-Tem Long-Term
Name Ticker Index Dividend Yield __Dividend Yield Growth Est. Growth Est.

3MCOo MMM 048% 273% C01% J267% 3.0621%
ABBOTT LABORATORIES ABT 0.75% 337% 0.03% 9.12% 0.0684%
ABERCRONMBIE & FITCH CO-CLA ANF 0.04% 1.44% B00% 19.38% Q0070%
ACCENTURE PLCCLA ACHN 0.30% 2.46% 001% 14.00% 0.0413%
ACELTD ACE 020% 1.92% 0.00% 1120% D.0228%
ADOBE SYSTEMS NG ADBE 0.92% 0.06% 0.00% 10.22% 00122%
ADVANCED MICRO DEVICES AMD §G03% 0.00% 0.00% 11.16% 0.0035%
AES CORP AES L08% 0.06% 0.00% 8.00% 0.0062%
AETNA INC AET £.13% 1.06% 0.00% 19.50%% 00138%
AFLACING AFL 0.17% 283% 0.00% 12.00% 0.0209%
AGILENT TECHNOLOGIES INC A G.10% 0.00% 0.00% 14.52% 0.0151%
AGL RESOURCES INC GAS 0.04% 422% 0.00% 4.00% 0.0017%
AIR PRODUCTS & CHEMICALS ING APD 0.15% 283% 0.00% 9.48% 00146%
AIRGASINCG ARG 0.05% 1.56% 0.00% 13.85% 0.0076%
AKAMAI TECHNGCLOGIES INC AKARM 005% 000% 0.00% 13.57% 0.0087%
ALCOA ING AA £.08% 1.36% 0.00% 10.00% 0.0078%
ALLEGHENY TECHNOLGGIES INC ATE 0.04% 1.51% 0.00% 15.00% 0.0085%
ALLERGAN INC AGN 023% 0.23% 0.00% 15.28% 0.0351%
ALLSTATE CORP ALL 0.12% 3.05% 0.00% 10.00% 0.0119%
ALPHA NATURAL RESOURCES ING ANR 0.04% 000% 0.00% na na
ALTERA CORP ALTR 0.10% 0.74% 0.00% 14.71% 00150%
ALTRIA GROUP INC MO 0.52% 5.38% 0.03% 8.00% 0.0497%
AMAZON.COM INC AMZN 067% 0.00% 0.00% 31.26% D2105%
AMEREN CORPORATION AEE 0.07% 4.668% 0.00% wa na
AMERICAN ELECTRIC POWER AEP 0.174% 4.45% 0.0i% 367% 0.6083%
AMERICAN EXPRESS CO AP 0.47% 1.53% 0.04% 11.40% 0.0535%
AMERICAN INTERNATIONAL GROUP ARG 0.38% 0.00% 0.00% 11.00% 0.0416%
AMERICAN TOWER CORP-CLA ANT 0.20% 0.17% 0.00% 20.59% 0.0418%
AMERIPRISE FINANCIAL INC AMP 0.10% 1.73% G003 12.33% 00119%
AMERISOURCEBERGEN CORP ABC 0.08% 1.13% 9.00% 13.00% 00167%
AMGEN INC AMGN 0.49% 1.03% 00% 10.03% 0.0489%
AMPHENOL CORP-CL A APH 0.06% 0.13% 0.00% 15.00% 0.0087%
ANADARKO PETROLEUM CORP APC 0.33% 0.47% 0.06% 19.35% 060532%
ANALOG BEVICES ING ADE 8.03% 284% 0.00% 11.25% L.0H03%
ACNCORP ACHN 0.13% 1.29% 0.00% 8.33% 4.0108%
APACHE CORP APA 0.36% 0.71% a00% 9.52% ©.0284%
APARTIENT INVT & GMT CO-A AV 902% 2 10% 0.00% 969% 0.0023%
APOLLC GROUPINC-CLA APOL 0.08% 0.00% 000% 1030% 0.0062%
AFPPLE ING AAPL 322% 0.00% 0.00% 21.14% 0.6810%
APPLIEDMATERIALS INC AMAT $.12% 271% 0.00% 13.00% 0.0156%
ARCHER-DANIELS-MIDLAND CO ADM 2.16% 230% 0.00% 10.00% DO163%
ASSURANT INC AlZ 0.03% 1.70% 0.00% 10.33% 0.0034%
ATET NG T 3.63%: 571% 0.09% A4.92% 0.0755%
AUTCDESKING ADSK £.068% 0.00% 0.00% 15.60% 0.0038%
AUTOMATIC DATA PRCCESSING ADP 0.23% 274% 0.01% 10.67% 0.0242%
AUTONATION ING AN 0.04% 0.00% 0.00% 17.34% 0.0077%
AUTOZONE INC AZO 0.41% 000% 0.00% 16.50% oo7i%
AVALONBAY COMMUNITIES INC AVB £.91% 271% 0.00% 13.60% 0.0145%
AVERY DENNISON CORP AVY B.03% 3.49% 0.00% 7.00% 0.0018%
AVON PROBUCTS ING AVP 0.05% 5.25% 0.00% 11.00% 0.0071%
BAKER HUGHES ING BHI G.18% 122% 0.00% 2875% 0.0433%
BALL CCORP BLL 0.05% 0.76% 0.00% 5.00% 0.0025%
BANK OF NEW YORK MELLON CORP BK 0.21% 241% 0.00% 18.70% 0.0221%
BANK OF AMERICA CORP BAG 0.48% 0.73% 0.00% 8.87% 0.0414%
BAXTER INTERNATIONAL iNC BAX 024% 256% 0.01% 10.00% 0.0236%
BB&T CORP 8BT 0.15% 256% 0.50% 1.00% 00105%
BEAM INC BEAN 0.07% 1.48% 0.90% 14.50% 0.0078%
BECTON DICKINSON ANDCO BDX 0.14% 2.36% 0.00% 8.85% 0.0122%
BED BATH & BEYONDINC BBBY 0.12% 0.66% 0.06% 15.67% 0019i%
BEMIS COMPANY BMs 0.03% B3.18% 0.06% 7.00% 0.0018%
BERKSHIRE HATHAWAY INCCL B BRK/B 0.70% na wa na wa
BEST BUY COINC BBY 0.07% 2.68% 0.00% B825% 0.0060%
BIGLOTSING BIG 0.02% nfa va 11.60% 0.0023%
BIOGENIBEC INC BIlB 9.23% 0.00% 0.00% 10.53% 0.0242%
BLACKRCCKING BLK 021% 2.08% 0.01% 11.00% 0.0233%
BHC SOFTWARE ING BMC 9.05% 0.00% 0.00% 8.00% 0.0038%
BOEING COTHE BA 947% 2.33% 0.01% 12.83% 0.0599%
BORGWARNER INC BWA 3.06% 0.00% Q00% 21.75% 0.0131%
BOSTON PROPERTIESING BXP 0.13% 2.00% 0.00% 1.32% 0.0093%
BOSTON SCIENTIFIC CORP BSX 0.07% 0.00% 0.00% 7.00% 0.0048%
BRISTOL-MYERS SQUIBR CO BMY 351% 3.73% 0.02% 2.56% D.0131%
BROADCCM CORP-CLA BRCIS 0.12% 1.22% 000% 15.00% 0.0183%
BROWN-FORMAN CORP-CLASS B BFB 0.06% 1.82% 0.00% wa /a
CAING CA 0.08% 0.69% 0.00% 11.00% 0.0024%
CABLEVISION SYSTEMS-NY GRP-A cve J03% 404% 0.00% 867% 0.0024%
CABOT OIL & GAS CORP [ele.c) 0.07% 0.16% 0.00% 10.00% 0.0063%
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STANDARD AND PCOR'S 500 INDEX

(23] [24 125] 125} 127
Cap-Weighled
Weight in Estimated CapWeighted Long-Term Long-Tem:
Name Ticker Index Djvidend Yield  Dividend Yield Growth Est. Growth Est.

CAMERON INTERNATIONAL CORP CAM 0.10% 0.00% 0.00% 17.06% G.0178%
CAMPBELE SQUP CO CPB 0.09% 3645 0.00% 6.00% 0.0054%
CAPITAL ONE FINANCIAL CORP COF 0.17% 0A47% 0.00% 10.33% 00173%
CARDINAL HEALTH INC CAH 0.12% 185% 0.00% 12.75% 0.0154%
CAREFUSION CORP CFN 0.05% 0.00% 0.00% 13.32% 0.0065%
CARMAXING MY 0.06% afa nfa 13.98% 0.0083%
CARNIVAL CORP CCL 0.17% 346% 0.01% 13.19% 0.0218%
CATERPILLAR ING CAY 0.50% 1.96% 0.01% 13.33% 0.0672%
CBRE GROUP INC €BG 0.04% 0.00% 0.00% 13.33% 0.0057%
CBS CORP-CLASS B NON VOTING €8s 0.14% 1.24% 0,00% 14.43% 0.0206%
CELGENE CORP CELG 0.26% 0.00% 0.00% 2B.57% 0.0887%
CENTERPOINT ENERGY INC Chp 0.07% 3.93% 0.00% 5.50% 0.0340%
CENTURYLINKINC [H1% 0.20% 7.78% 002% ~1.30% -0.0026%
CERNER CORP CERN 0.08% 0.00% 0.00% 19.83% QENTTS
CF INDUSTRIES HOLEANGS INC CF 0.08% 0.69% 0.00% 12.06% 0.0628%
C.H. ROBINSON WORLDWIDE INC CHRW 0.10% 1.67% 0.00% 16.00% 0.0148%
CHESAPEAKE ENERGY CORP CHK 0.13% 1.45% 0.00% 11.50% 0.0146%
CHEVRON CORP CVX 1.82% 2.89% 0.05% -1.18% -0.0214%
CHIPOTLE MEXICAN GRILL INC CMG 0.08% 0.00% 0.00% 20493 0.8186%
CHUBB CORP cs CAT% 228% 0.00% 9.75% 0.0161%
CIGHA CORP Cl #.90% 0.09% 0.00% 9.98% £.0103%
CINCINNATI FINANCIAL CORP CINF 0.04% 5.26% 4.00% 5.00% 0.0021%
CINTAS CORP CTAS G04% 1.52% 0.00% 11.33% D.0044%
CISCO SYSTEMS INC C5C0 0.83% 1.33% 0.01% 8.89% 0.07406%
CITIGROUP ING C £.66% 0.11% £.00% 10.33% 0.0682%
CITRIX SYSTEMSINC CTXS 0.10% 0.00% 0.00% 16.14% 0.0158%
CUFFS NATURAL RESOURCES INC CiF 0.08% 1.34% 0.00% 12.00% 0.0092%
CLORCOX COMPANY CiX 0.08% 3.60% 0.00% 9.33% 0.0070%
CME GROUP ING CME 0. 14% 216% 0.00% 15.00% 0.0208%
CMS ENERGY CORP CMS 0.05% 3.78% 0.00% 8.00% 0.0026%
COACHINC €CH B8,15% 161% 0.00% 15.16% 0.0234%
COCA-COLA COTHE KO 1.36% 267% 0.0456 8.00% 0,1088%
COCA-COLA ENTERFPRISES CCE 0.07% 1.97% 0.00% 850% 0.0058%
COGNIZANT TECH SOLUTIONS-A CTSH 0.17% 0.00% 0.00% 20.03% 0.0334%
COLGATE-PALIMOLIVE CO cL 0.28% 2.40% 0.01% 9.00% 0.0344%
COMCAST CORP-CLASS A CMCsA 0.42% 1.88% 001% 13.49% 0.0573%
COMERICAING CHA 0.04% 1.55% 0.00% 564% 0.0025%
COMPUTER SCIENCES CORP CSC 003% 3.36% 0.00% 867% 0.0027%
COMPUWARE CGRP CPAR 0.02% nfa n‘a 10.50% 00016%
CONAGRA FOODSINC CAG 0.08% 3.58% 0.00% 800% 0.0075%
CONGCOPHILUFS coP 0.83% 3.65% 0.03% 2.68% -0.0248%
CONSOUDATEE EDISON ING £ 0.16% 3.85% 001% 3.55% 0.0055%
CONSOL ENERGY INC ChX 0.07% 1.14% 0.00% wa wa
CONSTELLATION ENERGY GROUP CEG 0.07% 2.38% 0.00% 233% 0.0016%
CONSTELLATION BRANDS INC-A 5T1Z 0.03% 0.00% 0.00% 7.06% 0.0022%
COOPER INDUSTRIES PLC ezt 0075 2.12% 0.00% 15.00% 0.0110%
CORRING INC GEw &.17% 1.79% 4.00% 11.00% G0192%
COSTCO WHOLESALE CCRP COSsT 0.31% 117% ¢.00% 13.75% 0.0428%
COVENTRY HEALTH CARE INC CVH G.04% 0.00% 0.00% 12.33% 0.0046%
COVIBIEN PLC cov 3.19% 1.89% 0.00% 128% ©.0210%
CRBARDING BCR 0.06% 0.89% 0.00% 10.83% 0.00658%
GCEXCORP C8X ¢.19% 214% 4.00% 17.80% 0.0336%
CUNMINSING (=] £,95% 1.37% 4.00% 11.50% 0.01658%
CVS CAREMARK CORP Cvs $.46% 1.12% 0.01% 13.50% 0.0616%
DANAHER CORP DHR D28% 0.19% 5.00% 14.33% 0.0397%
DARDEN RESTAURANTSING 23] 6.05% 368% 4.00% 12.42% 0.0064%
DAVITAINC DVA D05% 0.00% 6.00% 1267% 0.0076%
DEAN FOODS CO DF 6.02% 0.00% 0.00% 10.50% D.0018%
DEERE & CO bE 027% 1.69% 0.01% 14.67% 0.0324%
DELL INC DEEL 0.23% 0.00% 0.00% 6.00% 0.0135%
DENBURY RESCURCES ING DNR 0.05% 0.00% 0.00% a a
DENTSPLY INTERNATIONAL INC XRAY 0.04% 0.43% 0.00% 1167% 0.0050%
DEVCN ENERGY CORPORATION OVN 021% 1.0¢% 0.00% 7.05% 0.0161%
DEVRY INC DV 0.02% 067% 0.00% 10.88% 0.0024%
DIANOND OFFSHORE DRILUNG [ne] 0.07% 6.33% 0.00% 18.00% 0.0118%
DIRECTV-CLASS A DTy 0.26% 0.00% 0.00% 2008% 0.0520%
DISCOVER FINANCIAL SERVICES OFs 0.11% 1.60% 0.00% 10.50% 0.0118%
DISCOVERY COMMUNICATIONS-A DISCA 0.05% 0.00% 0.00% 20.73% 0.0183%
DOLLAR TREE ING BLIR 0.09% 0.00% 0.00% 19.40% 0.0166%
DOMINION RESQURCES INCVA ] 026% 3.70% a01% 5.00% 0.0130%
DOVER CORP ooV 0.08% 2.02% 0.00% 14.50% 0.0134%
DOWCHERICAL COSTHE DOWw 0.28% 3.09% 0.01% 6.00% 0.0175%
DR HCRTONINC DHI 003% 1.19% 0.00% 7.67% 0.0026%
DR PEPPER SNAPPLE GROUPINC DPS 0.07% 3.04% 0.00% 800% 0.0058%
DTE ENERGY COMPANY Dig 0.08% 4.22% 0.00% 5.00% 0. i
DU PONT (E L) DE NEMOURS DD 0:36% 3.56% 001% 9.64% ©.0349%
DUKE ENERGY CORP DUK $.25% 4.53% 0.01% 4.67% 0.011473
DUN & BRADSTREET CORP DB LO3% 1.92% 0.00% 10.00% 0.0031%
E'TRADE FINANCIAL CORP ETFC 002% 0.00% 0.00% H.00% 0.0021%
EASTMAN CHERICAL CO EMN 0.05% 2.43% 0.00% 7.50% ©.0035%
EATON CORP ETN 6.12% 3.12% £00% 10.60% D0132%
EBAY INC EBAY 0.33% 0.00% £.00% 12.30% G.0411%
ECCLABING ECt 4.15% 1.20% 0.00% 13.00% 0.0124%
EDISCN INTERMATIONAL EX 0.12% 3.10% 0.00% 1.00% 0.0012%
EDWARDS LIFESCIENCES CORP EW 0.07% 0.00% 0.00% 29.28% 0.0202%
EL PASOCCRP EP 0.18% 0.15% 0.00% nfa na
ELECTRONIC ARTSING EA 0.06% 0.00% 0.00% 19.44% 0.0115%
ELEHILLY & CC LLY 041% 4.78% 0.02% -4.72% -0.0185%
EMC CORPMASS EMC 0.38% 0.00% 0.00% 16.88% 0.0595%
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EMERSON ELECTRIC CO EMR 025% 3.36% 0.01% 12.80% 0.0376%
ENTERGY CORP ETR 0.11% 4.55% D.01% -0.77% -0.0008%
ECG RESQURCESING ECG 0:23% 085% 0.00% £9.25% 0.1672%
EQT CORP EQT G071 160% 0.00% 25.20% DO177%
EQUIFAX INC EFX G.04% 184% 0.00% 10.00% 0.0040%
EQUITY RESIDENTIAL EGR 0.15% 273% 0.00% 8.17% 00118%
ESTEE LAUDER COMPANIES-CE A EL 0.11% 0.88% 0.06% 11.75% 00132%
EXELON CORP EXC 0.25% 482% 0.01% 0AD% 00010%
EXPEDIA INC EXPE 0.03% 1.35% 000% 11.42% 0.0034%
EXPEDITORS INTL WASH INC EXPD 0.07% 1.18% 0.00% 13.16% G:0098%
EXPRESS SCRIPTS INC ESRX 0.19% 0.00% G.00% 16.00% G0299%
EXXCON MOBIL €ORP XOM 348% 2.18% 9.98% 320% 33146%
F5 NETWORKS INC Friv 0.07% 0.00% G.00% 22.30% 8:0162%
FAMILY DOLLAR STORES FoO 0.05% 1.28% 6.00% 14.30% 0.0083%
FASTENALCO FAST 0.11% 1.48% G.00% 20,10% G{223%
FEDERATED INVESTORS INC-CLB Fit 001% 5.36% 0.00% 7.00% 3:0009%
FEDEX CORP FDX 023% 082% 8.00% 13495 9.0303%
FIDEUTY NATICHAL INFCRMATIO s 007% 0.76% G.00% 11.75% G:0080%
FiFTH THIRD BANCORP AIB 0105 212% 0.00% 424% 0.0042%
FIRST HORIZON NATIONAL CORP FHN 0.02% 0.48% 0.00% 7.50% 0.0013%
FIRST SOLAR INC FSLR 0.02% 0.00% 0.00% 16.71% 0.0045%
FIRSTENERGY CORP FE 0.16% 4.94%h 0.01% 250% 0.0046%
FISERVINC FISV 0.07% 0.003% 0.00% 12.13% 0.0085%
FUR SYSTEMS INC FUR £,03% 0.48% 0.00% 13.93% 0.0047%
FLOWSERVE CORP FLS 0.05% 1.28% 0.00% na na
FLUOR CORP FLR 0.07% 1.02% 0.00% 12.67% 0.0092%
FMC CORP G 0.05% 06855 0.00% 964% 0.0056%
FMC TECHNOLOGIES ING FTl 0, 11% 0.00% 0.00% 13.00% 0.0135%
FORDMOTORCO E 0.34% 0.00% 0.00% 361% 0.0123%
FOREST | ABORATORIES INC FRX 007% 0.00% 0.00% 1.13% 0.0008%
ERANKUN RESCURCES INC BEM 0.18% 1123 0.00% 9.33% 0.0168%
FREEPORT-MCMORAN COPPER FCX 0.30% 4.07% 0.01% a wa
FRONTIER COMMUNICATIONS CORP FIR 0.04% 14.48% £01% -5.02% -0.0026%
GANESTCP CORP-CLASS A GME 0.03% il 0.00% 950% 3.0027%
GANNETT GO GG 003% $.58% 0.00% na n/a
GAP INCITHE GPS 0.08% 238% G.00% 7.70% 0.0060%
GENERAL DYNAMICS CORP GD 020% 2668% 001% 157% $.0163%
GENERAL ELECTRIC CO GE 162% 3.33% 0.05% 13.50% 0.2188%
GENERALMILLS INC GIS 0.22% 3e2% £.01% 8.17% 0.0182%
GENUNE PARTS CO GPC 0.08% 282% 0.00% 9.95% ©.0082%
GENWORTH FINANCIALING-CL A GNW 0.03% 0.00% 0.00% 30.80% 0.0085%
GILEAD SCIENCES INC GitD 026% o00% 0.00% 16.29% £.0420%
GOLDMAN SACHS GROUP INC Gs 0.38% 1.54% 001% 11.33% 0.0433%
GOODRICH CCRP GR 0.13% 0.84% 0.00% 10.73% 0.01423%
GOODYEAR TIRE & RUBBER GO GT 8.03% 0.00% 0.00% 42.46% 0.0127%
GOOGLE INC-CLA BOOG +41% 4.00% 0.00% 19.82% 02803%
HE&R BLOCKING HRB 0.04% 4.00% 0.06% 11.06% 0.0045%
HALUBURTCN CO HAL 0.27% 1.04% 0.00% 21.80% 0.0584%
HARLEY-DAVIDSON INC HOG 003% 1i9% 000% 13.00% 0.0161%
HARMAN INTERNATIONAL HAR 0.02% 025% 000% 20.00% 0.0048%
HARRIS CORP HRS 0.04% 309% 0.00% 6.50% 0.0022%
HARTFORD FINANCIAE SVCS GRP HiG 0.08% 226% 005% 9.56% 0.0059%
HASBROING HAS 0.04% 3.72% 0.00% wa na
HCPINC HCP 0.15% 4.60% G.01% 6.85% 0.0101%
HEALTH CARE REITINC HCN 00%% 5.18% 8.00% 11.58% 0.0104%
HEWVERICH & PAYNE HP 005% 0.45% 900% 8.00% 0.0043%
HERSHEY CO/TRE HSY 0.0%% 222% G.00% 1.00% 0.0061%
HESS CORP HES 017% 0.72% 9.00% 7.73% 0.0428%
HEWLETT-PACKARD CO HPQ 0.44% 1.41% G¢01% 300% 0.0384%
HIHEINZ CO HNZ 0.15% 3.58% 0.04% 7.33% 0.0109%
HOME DEPOT INC HD 0.56% 2483 001% 16.33% 0.0853%
HONEYWELL INTERNATIONAL INC HON 0.36% 243% 0.01% 14.50% 0.0522%
HORMEL FOODS CORP HRL 0.07% 1.99% 0.00% 11.00% 0.0073%
HOSPIRA ING Ho5P 0.04% 0.00% 0.00% 4.52% 0.0019%
HOST HOTELS & RESORTS INC HST 0.09% 0.91% 0.00% 10.00% 0.0089%
HUDSON CITY RANCORPING HCBK 0.03% 5873 0.00% 4.00% 0.0011%
HUMANA INC HUM 0.12% 0.43% 0.00% 13.00% 0.0160%
HUNTINGTON BANCSHARES INC HBAN 0.04% 1.75% 000% 5.50% 0.0022%
INTL BUSINESS MACHINES CORP IBM 1.86% 152% 0.03% 10.00% 0.1863%
ILLINGIS TOCL. WORKS mw 0.18% 290% 0.01% 11.28% 0.0218%
INGERSOLL-RAND PLE R 0.08% 148% 0.00% 12.00% 0.0098%
INTEGRYS ENERGY GROUP INC TEG 0.04% 5.02% 0.00% 450% 0.00156%
INTEL GORP INTC 1.06% 320% 0.03% 10.46% G.1104%
INTERCONTINENTALEXCHANGE INC CE 0.08% 0.00% 0.06% 16.55% 0.0124%
{NTERPUBLIC GROUP OF COS INC PG §.04% 246% £.00% 9.00% 0.0035%
INTL FLAVORS & FRAGRANCES IFF 9.04% 2.95% 0.00% 4.00% 0.0015%
INTL GAME TECHNOLOGY IGT 0.04% 1.56% 0.00% 14.67% 0.0084%
INTERNATIGNAL PAPER CO P 0.11% 3.35% 0.00% n'a n/a
INTUIT ING INTU 2.93% o1 0.00% 13.50% ¢.0181%
INTUITIVE SURGICAL INC IBRG 2.96% na na 20.50% £.0318%
INVESCO LTD vz $.08% 242% 0.00% 11.00% £.0085%
IRON MOUNTAIN INC RM 0.05% 2.50% 0.00% 1367% 0.0067%
J.C. PENNEY COINC Joe 0.06% 2.34%, 0.00% 13.50% 0.0087%
JABIL CARCUIT ING JBL 0:04% 157% 0.06% 12.00% 0.0042%
JACOBS ENGINEERING GROUP INC JEC 0.04% 0.00% 0.00% 14.33% 0.0064%
JDS UNIPRASE CORP bl 0.02% 0.003% 0.00% 15.00% D0031%
JM SMUCKER COTHE SIM 0.08% 2.45% 0.00% 7.57% 6.0058%
JOHNSON CONTROLS INC JT 0.18% 207% G003 17.15% 0.0312%
JOHNSCON & JOHNSON JNJ 153% 3.47% 0.05% 6.16% 0.0948%
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JOY GLOBAL INC Joy 007% 0.95% 0.00% 16.77% 00114%
JPMCRGAN CHASE & CO JPM 1.08% 289% 0.03% 5.88% 0.0838%
JUNIPER NETWORKS INC JNPR 009% 0.00% 0.00% 16.67% 0.0154%
KELLOGG CO K 0.16% 3.35% 0.01% 890% 00138%
KEYCORP KEY 0.05% 1.30% 0.00% 571% 0.0036%
KIMBERLY-CLARK CORP KMB 0.25% 3.80% 0.01% 4.10% 0.0101%
KIMCO REALTY CORP jhuis] G.06% 4.44% 0.00% 10.36% 0.0059%
KLA-TENCOR CORPCRATION KLAG 007% 287% 0.00% 9.67% Q.0067%
KOHLS CORP K&S 0.11% 202% 0.00% 12.00% 00129%
KRAFT FOODS INC-CLASS A KFT 0.56% 311% 0.02% 8.33% 00471%
KRCGER CO KR 0.12% 177% 0.00% 9.58% Q.0114%
L-3 COMMUNICATIONS HOLERNGS LEL 0.06% 265% 0.00% 285% J.0016%
LABORATORY CRP OF AMER HLEGS W 0.07% 0.00% 0.00% 1257% 0.0092%
LEGG MASON INC LM 0.03% 1.32% 0.00% 10.67% 230031%
LEGGETT & PLATT INC LEG 0.03% 4.64% 0.00% 15.00% 4.0042%
LENNAR CORP-A LEN 0.03% 0.83% 0.00% 6.00% 2.0016%
LEUCADIA NATICNAL CORP LUK 0.05% na na na na
LEXMARK INFERNATIONAL INC-A. BX 0.02% 0.445% 0.00% -9.00% -0.0019%
LIFE TECEHOLOGIES CORP UFE 0.06% 0.06% 3.00% 7.98% 0.0048%
HIMIFED BRANDS INC LFD 0.16% 8.83% 04% 1424% 0.0147%
ENCOLN NATVIONAL CORP LHC 0.05% 141% 305 18:63% 0.0053%
EENEAR TECHNOLOGY CORP LLEC 0.08% 322% 0.00% 967% 0.0057%
LOCKHEED MARTIN CORP 3,053 0.23% £.02% J01% 1524 00178%
LOEWS CORP L 0.13% 0.66% 0.00% a na
LORILLARD INC Lo 213% 4.63% J01% 950 00125%
LOWES COSING LOw 027% 2.08% 401% 15.80% 0.0432%
LS| CORP LSt 0.03% ra na 14.50% 0.0042%
M & T BANKCORP MTe Q.08% 3.85% L00% 1.00% 0.0058%
MACYSING [} 2.12% 1.41% 0.00% 870% 0.0077%
MARATHON CILCORP MRO Q.18% 287% L.00% 4.85% 0.0088%
MARATHON PETROLEUM CORP MPC Q.163% 1.86% 0.00% 20.00% 0.0204%
MARRIOTT INTERNATIONAL-CLA MAR 9.08% 1.31% $.00% 18.75% 0.0740%
EARSH & MCLENNAN COS MMC 0.15% 271% 0.00% 10.67% 0.0156%
MASCO CORP MAS 0.03% 285% 0.00% 15.00% 0.0048%
MASTERCARD INC-CLASS A A 0.39% 0.16% 0.00% 1922% G.0747%
MATTELING MAT 0.08% 329% 0.00% 10.00% 0.0031%
MCCORMICK & CO-NON VIG SHRS MKC 0.05% 237% 0.00% 8.75% 0.0045%
MCDONALIFS CORP MCD 088% 253% 0.02% 881% 0.0863%
MCGRAVW-HILL COMPANIES INC MHP 0.11% 226% 0.00% 950% 0.0108%
MCKESSON CORP MCK 0.16% 083% 0.00% 14.12% 0.0231%
MEAD JOHNSON NUTRITION CO MIn 0.12% 1.51% DOG% 10.33% 0.0124%
MEADWESTVACO CORP My D04% 332% 0.00% 10.00% 0.0044%
MEDCO HEALTH SOLUTIONS ING MHS 0.18% 0.00% 0.00% 13.83% 0.0256%
MEDTRONIC ING MeT 0.35% 257% 0.01% 827% 0.0287%
MERCK & CO.INC. MRK 093% 4.12% 004% 4.92% 0.0484%
METLIFE ING MEF 0.28% 2.44% 001% 9.83% 0.0278%
METROPCS COMMUNICATIONS ING PCS 0.03% 0.00% 0.00% 9535 0.0053%
MICROCHIP TECHNOLOGY INC TACHP 0.08% 3.18% 0.00% 10.67% 8.0084%
MICRON TECHNOLOGY ING MU 0.05% 0,00% 0.00% 882% BO547%
MICROSOFT CORP MSFT 1.87% 2.93% 0.05% 11.58% 92172%
MOLEXINC MOLX B02% 3T 0.00% 1250% B0025%
MOLSON COORS BREWING CO-B TAP 06.06% 2.84% 0.00% 8.00% L047%
MONSANTO CO MON 0.32% 177% 0.01% 121% 00381%
MCODYS CORP NCO 0.06% 1.39% 0.00% 12.00% 00077%
MCRGAN STANLEY S 0.25% 1.37% 0.00% 1067% 0.0266%
MCSAIC COTHE HMOS 0.13% 0.40% 60.00% na nfa
MOTOROLA MOBIUTY HOLDINGS | Mt 0.16% 0.003% 0.00% 13.33% D6132%
MOTOROLA SOLUTIONS ING 1S 0.13% 051% 0.00% 3] na
MURPHY GiL CORP MUR 0.09% 1.97% 0.00% H20% 2.6104%
MYLAN INC YL 0.08% 0.01% 000% 12428 B.0098%
HABORS INDUSTRIES LTD NBR 8.04% 0.00% 200% 8.00% 0.0034%
HNASDAG OMX GROUP/THE NRAG 0.04% 9.00% J.00% 14.00% 0.0041%
NATONAL OILWELL VARCOING NOV 0.25% 0.64% £.00% 18.00% 0.0447%
NETAPPING NTAP i 9.00% GO0% 16.36% 00183%
NETFLIX INC NFLX 0.03% 0.00% D.00% 18.00% 0.0082%
NEWELL RUBBERMAID INC NWL q.04% 1.80% 0.00% 9.67% 0.0039%
NEWFIELD EXPLORATION €O NFX 0.04% 0.00% 0.00% 5.90% 0.0026%
NEWRONT MINING CORP NEM 325% 1.74% 4.00% -3.00% 0.0075%
NEWS CORP-CLA HNWSA 0.28% 3.95% 0.00% 22.28% 0.0585%
NEXTERA ENERGY INC NEE $22% 3.59% 0.01% 5.50% 00t21%
NIKEING -CLB NKE £.31% 1.39% 0.00% 13.37% 00415%
NISOURGE INC Hi ¢06% 2.86% 0.00% nfa wa
NOBLE CORP NE 007% 1.99% 0.00% 3233% 00213%
NOBLE ENERGY iNG NBL 0.14% 0.85% 0.00% 1825% 0.9281%
NORDSTRCMING JWH 0.09% 1.73% 006% 11.50% 0.0106%
NORFOLK SOUTHERN CORP NSC 021% 225% 0.056% 16.88% 0.0355%
NORTHEAST UTILITIES NU 005% 3.04% 0.06% 732 0.0040%
NORTHERN TRUST CORP NTRS 0.08% 2.94% 0.00% 13.50% 00110%
NORFHROP GRUMMAN CORP NOC 0.13% 333% 0.00% 860% 0.0113%
NOVELLUS SYSTEMS INC NVLS 0.02% 0.90% 0.00% 10.003% 0.0024%
NRG ENERGY INC NRG 0.04% 0.00% 0.06% 25i% 0.0009%
NUCCR CORP NUE 0.11% 3.65% 0.06% 8.563% 00091%
NVIDIA CORP NVDA 0.07% D.00% 0.00% 16.23% 0.0118%
NYSE EURONEXT NYX 0.058% 4.57% 0.05% 13003 0.0059%
OREIELY AUTOMCTHVE INC ORLY 009% 0.00% 0.00% 17.35% 0.0153%
OCCIDENTAL PETROLEUM CORP oxYy 0.65% 1.86% 901% 9.26% 0.0504%
OMNICOM GROUP oMe 0.16% 223% 9.00% 8.00% 0.0084%
ONECKING OKE 0.08% 2523% 3.00% 15.00% 00115%
ORACLE CORP ORCL 1.11% 0935 0.01% 14.38% 9.4591%
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OWENSILUNOIS INC Ot 0.03% 0.00% 0.00% 5.06% 0.0014%
PACCAR INC PCAR 0.12% 253% 0.00% 1233% 0.0142%
PALL CORP PLL 0.068% 124% 0.00% 11.00% 0:0062%
PARKER HANNIFIN CORP PH 0.10% 203% 0.00% 8.06% 9.0060%
PATIERSONCOSING PDCO 0.03% 0.99% 0.00% 10.33% B0020%
PAYCHEXINC PAYX 0.08% 4.20% Q.00% 10.50% 0.0088%
PEABODY ENERGY CORP BTU 0.03% 1.02% G.00% nfa na
PECPLES UNITED FINANCIAL PECT 0.048% 4.69% 0.00% 7.67% 000364
PEPCOHOLOINGS INC POM 0.04% 532% 4.00% 6.50% 0.0026%
PEPSICOING PEP 0.89% | 3.06% 0.03% 6.75% 0.059%%
PERKINELMER ING PKL 0.02% 1.40% 0.00% 5.00% 0.00306%
PERRIGO CO PRGO 0.08% 0.25% 0.00% 1229% 0.0096%
PFIZER INC PFE 1.43% 367% B05% 4.22% 0.0608%
PGAECORP PCG 0.14% 4.42% 0.01% 347% 0.0056%
PHIUP MORRIS INTERNATIONAL M 1.17% 3.665 6.04% 11.50% 0.1342%
PiNNACLE WEST CAPITAL PRW 0.05% 4.35% 0.00% 5.00% 06023%
PIONEER NATURAL RESOURCES CO PXD 0.08% 0.14% 0.00% 33.55% 0.0315%
PITNEY BOWES INC P8l 0.03% 7.96% 0.00% na wa
PLUM CREEK TIMBER CO PCL 0.05% 456% 0.00% 5.00% 0.68025%
PNC FINANCIAL SERVICES GROUP PNC 026% 2.01% 0.01% 5.53% D.0144%
PPG INDUSTRIES INC PPG 6.11% 270% 0.00% 8.00% 0.0089%
PPL CORPORATION FPPL 0.15% A477% 0.01% 12.18% DO178%
PRAXAIR INC PX 0.28% 1.86% 001% 11.02% 0.0303%
PRECISION CASTPARTS CORP PCP 0.20% 0.07% 0.00% 13.25% 0.0271%
PRICEUNE COILINC PCLN 020% 0.00% 0.00% 23.00% 0.0453%
PRINCIPAL FINANCIAL GROUP PFG 0.06% 277% 9.00% 1i.87% Q.0077%
PROCTER & GAMBLE COTHE PG 1.57% 3.4%% 305% 8.20% 0.1443%
PROGRESS ENERGY ING PGN 0.14% 4.44% G01% 5.00% 0.0071%
PROGRESSIVE CORP PGR 0.10% 1.49% a.00% 7.75% 0.0080%
PROLOGIS INC PLD 011% 357% 2.00% 56.96% 0.0842%
PRUDENTIAL FINANCIAL INC PRU 020% 2.80% 4.01% 13.23% 0.0267%
PUBLIC SERVICE ENTERPRISE GP PEG 0.14% 4.13% 2.01% 3.50% 0.0050%
PUBLIC STORAGE PSA 020% 272% 0.01% 5.35% 0.0106%
PULTEGROUP ING PHM 002% 0.06% 0.00% 10.00% B0021%
QEP RESOURCES INC GEP qQ04% 0.18% 0.00% 24.33% a.0108%
QUALCOMM INC QCOM 079% 1.59% 001% 15.58% 0.1220%
QUANTA SERVICES INC PWR J.04% . na na 9.83%% (0038%
QUEST DIAGHOSTICS INC DGX. 2.08% 073% 0.00% 12.33% G.0095%
RAEPH LAUREN CORP RL GO7T% 966% 0.00% 13.20% Q.00%6%
RANGE RESOURCES CORP RRC C00% 2.26% 0.00% 17.25% 0.0149%
RAYTHEON COMPANY RTN 0.14% 3.36% 0.50% 9.00% 2.0130%
REODHAT ING RHT 8074 0.00% 0.00% 18.14% 0.0124%
REGIONS FINANCIAL CCRP RF 005% 0.93% 0.00% 520% 9.0024%
REPUBLIC SERVICES INC RSG £.09% 258% 0.00% va na
REYNOLDS AMERICAN ING RAI £.21% 5.16% 0.01% 8.00% £.0165%
ROBERT HALF INTL INC RHL 0.03% 1.87% 000% 12.67% 0.0044%
ROCKWELL AUTOMATICN INC ROK 0.08% 229% 0.00% 12.92% 00116%
ROCKWELL COLLINS INC CoL 0.07% 1.85% 0.00% 11.63% 0.0082%
ROPER INDUSTRIES INC ROP 0.07% 0.50% 0.00% 14.00% 0.6101%
ROSS STORES INC ROST 0.95% 0.93% 0.00% 14.32% 0.87138%
ROWAN COMPANIES INC RDGC 0.03% 0.00% 0.00% 15.33% 0.6050%
RR DONNELLEY & SONS CO RRD 0.02% 7.18% 0.00% nwa wa
RYDER SYSTEM ING R 0.02% 2.11% 0.00% 13.40% 0.0031%
SAFEWAY INC SWY 9.06% 2.44% 0.00% 10.57% 0.0065%
SAICINC Sal 0.04% na na 3.60% 0.0013%
SALESFORCECOM INC CRM Q.12% 0.00% 0.06% 26.:90% 0.0319%
SANDISK CORP SNDK 0.10% 0.00% 0.00% 15.80% 8.0161%
SARA LEE CORP SLE 4.10% 268% 00G% 7.25% 0.0069%
SCANA CORP 506G {.06% 426% 090% 4.55% S0023%
SCHLUMBERGERETD SLe £.76% 142% 0.04% 23.80% 0.1876%
SCHWAB (CHARLES) CORP SCHW 0.12% 2.13% 0.00% 16.00% 0.0185%
BCRIPPS NETWORKS INTER-CL A SNI 0.05% 0.83% 0.00% 14.89% 0.0068%
SEALED AIR CORP SEE 003% 295% 0.00% 7.00% 0.0020%
SEARS HOLDINGS CORP SHLD 0.03% 0.00% 0.00% na na
SEMPRA ENERGY SRE 0.11% 322% 0.00% 7.00% 0,0075%
SHERWIN-WILLIAMS COTHE SHW 0.08% 164% 0.00% 11.00% 0.0087%
SIGMA-ALDRICH SiAL 0.06% 1.15% 0.00% B875% 0.0056%
SIMON PROPERTY GROUP INC SPG 0.33% 267% 001% 7.53% 0.0245%
SIMCORP S 0.08% 2.47% 0.00% 10.00% D.0058%
SNAP-ONINC SNA 003% na na 10.003 0.0025%
SOUTHERN COTHE S0 0.34% 4.03% 0.01% 6.00% 0.9205%
SOUTHWEST AIRLINES CO LUV 0.068% 0.23% 0.0G% 3.00% 0.6317%
SOUTHWESTERN ENERGY CO SWi 210% 0.00% 0.00% 13.95% 0.6133%
SPECTRA ENERGY CORP SE 0.17% 3.48% 0.01% 5.06% 0.6085%
SPRINT NEXTEL CORP S 0.06% 0.003% 0.00% 4.00% 0.0024%
BT JUDE MEDICAL ING 51 009% 244%, £.00% 11.30% 0.0106%
STANLEY BLACK & DECKER INC SWK 0.10% 2.42% 6.00% a na
STAPLES INC SPLS 003% 2.82% 0.00% 8.50% 0.0071%
STARBUCKS CORP SBUX 028% 1.51%% 0.00% 16.87% 0.0495%
STARWCOD HOTELS & RESORTS HOT 008% 0.69% 0.00% 23.46% 0.0190%
STATE STREET CORP 81T 0.17% 1.65% 0.00% 12.00% 0.0204%
STERICYCLE INC SRCL 006% a na 17.50% 0.0089%
STRYKER CORP SYK 0.16% 1.14% 0.00% 10.92% 0.0179%
SUNCCO INC sur 004% 147% 0.00% 28.95% 6.0108%
SUNTRUST BANKS INC ST 0.08% 063% 0.00% 3.14% 0.0026%
SUPERVALU ING SVU 00%% 4.30% 0.00% 1.87% 0.0003%
SYMANTEC CORP SYMc 0,10% 0.00% 0.00% 867% 0.0085%
SYSCO CORP Sy 0.15% 377% 0.01% 10.003% Q01475
T ROWE PRICE GROUP INC TROW 0.12% 2.18% 900% 12.33% 0.0152%

Schedule RBH-F4
PagaBof 7



STANDARD AND POOR’S 500 INDEX

123] [24) 128 125} [27)
Cap-Welghted
Veight in Estimated Cap-Weighted Long-Tesm Leng-Termn
Name Ticker Index Dividend Yield  Dividend Yield Growih Est. Growth Est.

TARGET CORP TGY 0.36% 2.41% 401% 14.58% DO0342%
TE CONNECTMITY LTD TEL 0.11% 2.39% G:00% 15.00% 0.0168%
FECO ENERGY INC TE 0.04% 4.43% 000% 5.00% 0.0018%
TENET HEALTHCARE CORP THG 092% 0.00% $00% 8.25% 0.0016%
TERADATA CORP TDC 0.67% na n'a 15.00% 0.0105%
TERADYNEING TER 0.02% 0.00% 9.00% 11.25% 0.0024%
TESCRO CORP T8O 0.03% 0.03% 000% -24.75% -0.0063%
TEXAS INSTRUMENTS ING TXN 9.26% 1.89% 0.01% 10.07% 0.0288%
TEXTRCOM INC IXT G.04% 0.44% 2.00% 47.12% 0.0207%
THERMO FISHER SCIENTIFIC INC MO .15% 0.00% 000% 12.67% 00183%
TIFFANY & CO E &07% 168% 4:06% 7.60% 0.0129%
TIME WARNER CABLE ™G &17% 3.01% 809% 16.14% 0.0264%
TIME WARNER EINC TWK 231% 261% D0i% 13.98% 0.0434%
TITANIUM METALS CORP TIE Q.02% 099% L00% n'a B
TIX COMPANIES INC TIX 821% 1A% 0:06% 13.38% 0.0280%
TORCHMARK CORP THiK G:04% 1.08% T00% 825% 0.0031%
TOTAL SYSTEM SERVICES INC 183 803% 1.56% 000% 971% 0.0033%
TRAVELERS COS INCITHE TRV 621% 270% O01% 867% 0.0182%
TRIPADVISOR INC TRIP 0.03% va n'a 17.25% 0.0045%
TYCO INTERNATIONAL LTD ™G 0.18% 2.26% 0.00% 1267% 0.0233%
TYSON FOODS INC-CLA TSh 0.05% 078% 000% 8.00% 0.0032%
UMICN PACIFIC CORP UNP 0.45% 1.12% 001% 14.42% 0.0632%
UNITED PARCEL SERVICE-CL B UPS 0.45% 284% 001% 9.23% 00419%
UNFTED TECHNOLOGIES CORP UTX 057% 2.54% 0.01% 11.82% 0.0672%
UNFEBHEALTH GROUP IKC UNH 0.46% 117% 0.01% 12.62% 00585%
UNUM GROUP LINML 0.05% 1.83% 0.00% 9.60% G.0050%
URBAN QUTFITTERS INC URBN 0.03% 0.00% 0.00% 16.70% 9.0057%
US BANCORP s 0.44% 1.81% 0.01% 8.43% 0.0373%
UNITED STATES STEEL CORP X 0.03% 0.76% 0.00% 6.56% 0.0021%
VALERO ENERGY CCRP vig 0.19% 127% 0.003% 345% 0.0036%
VARIAN MEDICAL SYSTEMS INC VAR 0.07% £.00% 0.00% 1280% 0.0083%
VENTAS INC VIR 0.14% 415% 001% 597% 000823%
VERISIGN INC VRSN 0.05% 4.00% 0.00% 13.00% 0.0084%
VERIZON COMMUNICATIONS INC VZ 0.97% 491% 005% 8.80% 0.0856%
VF CORP VEC 0.12% 2.00% 0.00% 12206% 0.0147%
VIACOM INC-CLASS B VIAB 020% 1.94% 0.00% 15.18% 0.0287%
VISA INC-CLASS A SHARES v 0.45% 0.87% 0.00% 18.63% 0.0847%
VORNADC REALTY TRUST VNO 0.12% 3.56% 0.00% -1.43% -0.0017%
VULCAN MATERIAES CO MG 0.04% 1.93% 0.00% 9255 9.0040%
VAL-MART STORES INC WME 1.75% 2.44% 0.04% 11.56% 0.2045%
WALGREENCO WAG 0.25% 255% 0.01% 13.67% 0.0340%
WALT DiSNEY COFHE Pis 0.58% 1.24% 001% 1120% 0.0546%
WASHINGTON POST-CLASS B WPO 0.02% na a na wa
WASTE MANAGEMENT INC W 0.13% 4.15% 0.01% 10.00% 0.0120%
WATERS CORP WAT 0.06% 0.00% 0.00% 1220% 0.0069%
WATSON PHARMACEUTICALS INC Wri 0.07% 0.00% 000% 11.68% 0.0071%
WELLPCINT INC we 0.20% 148% 000% 11.60% 0.0228%
WELLS FARGO & CO WFC 1.26% 1.74% 0.02% 6.62% 0.1074%
WESTERN DIGITAL CORP WoG 0.06% 0.00% 0.00% 550% 0.0034%
WESTERN UNIONCO wu 0.10% 161% 0.00% 11.67% 0.0113%
WEYERHAEUSER CO WY 0.09% 3.19% 0.00% na n'a
WHIRLPOOL CORP WHR 0.03% 4.04% 0.00% 16.00% 0.00475
WHOLE FOODS MARKET INC WM 0.11% 0.72% 0.00% 17.79% 0.0190%
WILEEAMS COSINC WMB 017% 2.48% 0.00%% n‘a nfa
WINDSTREAM CORP WIN D056% 8.49% 0.00% 021% 0.0001%
WISCONSIN ENERGY CORP WEC 0.07% 266% 0.00% 6.33% 0.0044%h
VW GRAINGER INC GWwW 0.11% 131% 0.00% 13.70% 0.0154%
WYNDHAM WORLOWIDE CORP WYN 0.05% +.56% 0.00% 14.40% 0.0072%
WYNHN RESORTS LTD WIRN 0.12% 181% 0.00% 2B78% 0.0343%
XCEL ENERGY INC XEL 0.11% 373% 0.00% 5.50% 0.0063%
XEROX CORP HRX 008% 2.13% 0.00% LE] n'a
HIUNXINC XLNX 0.07% 236% 0.00% 13.17% 0.0095%
XLGROUPPLG A 0.05% 2.16% 0.00% 10.00% 0.0055%
XYLEM INC X 0.04% G.53% 0,00% na nfa
YAHOO! NG YHCO 0.17% G.00% 0.00% 1273% 0.0219%
YUMI BRANDS ING YUM 0.23% 1.76% 0.00% 12.85% 0.0299%
ZIMMER HOLBINGS INC 2MH 0.08% G.00% 0.00% 1020% 0.0084%
ZIONS BANCORPORATION ZiON 0.03% $24% 0.00% 820% 0.0021%
Holes:

(18] Equals sum of Col. [25]
[19] Equals sum of Col. [27]

[20] Equals {[18] x (T + (0.5 x [18])}) + [9]

[21] Sourca; Bloomberg Professional
[22] Equais [20] - (214}

[23] Equals weight in SEP 500 based on markel capitelization

[24] Source: Bloomberg Professional
[25] Equats Cof, {23] x Col. {24]
[28] Source: Bloomberg Professional
[27] Equals Cok. {23] x Cel. [26]
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BOND YIELD PLUS RISK PRERMIUM

(1

12

B

Average

Authorized U.S. Govt
Electric 30-year

Risk

ROE Treasury Premium

i992.1 12.38% 7.84% 4.55%
10922 11.83% 7.88% 3.94%
19923 12.03% 742% 462%
19924 12.14% 7.54% 460%
19931 11.84% 7.01% 4.83%
1993.2 11.64% 6.66% 4.78%
19933 11.15% 8.23% 4.92%
1983.4 11.04% §.21% 4.84%
1984.1 H.O07% 8.66% 4.40%
19942 11.13% 7.45% 368%
19843 12.75% 7.55% 520%
19944 11.24% 7.95% 326%
1995.1 11.96% 7.52% 4.44%
19852 11.32% S87% 4.45%
10953 11.37% 8.66% 471%
19954 11.58% 6.14% 5.45%
1998.1 11.46% £.39% 507%
19562 11.46% 8.92% 4.54%
19983 10.70% 7.00% 376%
19064 11.66% 8.54% 5.02%
19971 11.08% 8.90% 4,18%
19872 1162% 8.88% 4.73%
19973 12.00% B.44% 5.56%
1997.4 11.06% 604% 502%
18661 1.31% 588% 543%
19982 12.20% 5.79% 8.41%
18683 1165% 5.32% £33%
19884 12.30% 6.11% 7.26%
19991 10.48% 543% 4.97%
18692 10.94% 582% 5.92%
16993 10.75% B.07T% 4.68%
1999.4 11.10% £31% 4.7¢%
2000.1 11.21% 8.15% 506%
20002 11.00% 5.95% 505%
20003 11.68% 5.78% 5.90%
20004 12.56% 562% £.88%
20011 11.38% 5.42% 5.66%
2601.2 10.88% 577% 5.41%
20013 10.78% 5.44% 5.32%
20014 11.57% 521% 6.36%
2002.1 10.05% 5.55% 4.50%
20022 11.41% 557% 5.83%
20023 1125% 4.95% 8.26%
2002.4 11.57% 4.93% 663%
2003.1 11.43% 4.78% 8.65%
20032 11.16% 4.57% 8.60%
20033 988% 5.15% 4.72%
20034 11.68% 5.11% 5.68%
20041 11.00% 4.86% 6.14%
20042 10.84% 531% 5.33%
20043 10.75% 501% 574%
20044 10.21% 487% 8.04%
2005.1 10.56% 4.69% 5.87%
20052 10.13% 4.34% £.78%
2005.3 10.85% 443% 8.41%
2005.4 10.59% 4.66% 5.93%
2008.1 10.38% 4.69% 5.69%
2008.2 10.63% 5.19% 5.44%
20063 10.06% 4.20% 5.16%
20064 10.33% 4.70% 5.64%
20071 10.38% 481% 5.58%
20072 1027% 4.98% 528%
2007.3 10.02% 4.85% 5.16%
2007.4 10.36% 4.53% 5.83%
2008.1 10.37% 4.34% 6.03%
2008.2 10.54% 457% 5.97%
2008.3 10.38% 4.44% 6.95%
2008.4 10.36% 349% 8.86%
2009.1 10.46% 382% £.85%
2009.2 10.68% 4.23% 6.34%
2008.3 10.46% 4.18% 8.28%
2009.4 10.64% 4.35% 6.19%
20101 10.66% 4.59% 8.08%
20102 10.08% 420% 5.87%
2010.3 10.34% 373% 661%
20104 10.34% 4.14% 6.20%
20141 10.32% 4.53% 6.80%
20142 10.23% 4.33% 5.90%
20143 10.13% 3.84% B6.58%
20144 30.28% 3.03% 7.26%
AVERAGE  £1.01% 551% 5.50%
MEDIAN _ 11.00% 531% 557%
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250% 3565 45(% 5EG% 6.60% TE0S 850%
U5, Government 30-Year Treasiay Yield
SUMMARY QUTPUT
Regression Slatistics
Multple R 0.824348
R Square 0679550
Adusted R Square 0675442
Standard Errer 0.004862
(bservatons 83
ANCVA
of S8 MS F S F
Regresston 1 0003910 0003910 185407694  0.000000
Residual 78 8001844 0000024
Tolal 79 0005753
Coefficlents  SId. Error { Stat Pvalue Lower95% Upper95% Lowsr95.0% Upper95.0%
Intescept £.088268 0002642 33403543 0.000000 0.083007 0.093529 0.082007 0093529
(LS. GovL 30-year Treaswsy -0.603735 0048043 -12851100  0.000000 5697191 0590278 -069719] -0.610279
i 18 ]
U8 Govt
30-year Risk
Tieasury Prentum ROE
Current 30-Day Average [4] 297% 7.03% 10.00%
e Chip Consensus Forecast (Q4 2011-Q7 2013} {5) 3.43% £.75% 10.19%
Bive Chip Consensus Forecast {2013-2022) [6) 5.30% 5.63% 10.93%
AVERAGE 10.37%

Hotes;

{1} Sowrce: Regulatory Research Associates, accessed January 5, 2012
[2] Scurce: Bloomberg Professional, quarterty bond yields are the average of the last frading day of each month in the quarter

{3} Equa's Coluran [1] -+ Colurnn 2}
{4] Source: Bloomberg Professionat

{5} Source: Blue Chip Financial Forecasts, Vol. 30, No. 12, December 1, 2011, at 2
{6} Sowce: Bhie Chip Financial Forecasts, Vol. 30, No. 12, December 1, 2041, al 14

{71 Ses niotes {4], {5} & [&])
{8] Equals 0.0B8268 + {-0.603735 x Column {7]
{9] Equa's Column {7] + Column [8]
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PROXY GROUP COMPANIES' REGULATORY RANKING BY JURISDICTION

{1 [21
Numeric
S&P Rank Rank
American Electric Power Company, Inc. (AEP)  Arkansas Credit Supportive 3
Indiana More Credit Supportive 4
Kentucky Credit Supportive 3
Louisiana Less Credit Supportive 2
Michigan Credit Supportive 3
Ohio Credit Supportive 3
Oklahoma Credit Supportive 3
Tennessee nfa nfa
Texas Less Credit Supportive 2
Virginia Credit Supportive 3
West Virginia Less Credit Supportive 2
Cleco Corp. {CNL) Louisiana Less Credit Supportive 2
Edison International (EIX) California More Credit Supportive 4
Great Plains Energy Inc. (GXP}) Kansas Credit Supportive 3
Missouri Less Credit Supportive 2
IDACORP, Inc. (IDA)} Idaho Credit Supportive 3
Oregon Credit Supportive 3
Integrys Energy Group, Inc. (TEG) Michigan Credit Supportive 3
Wisconsin More Credit Supportive 4
Ofter Tail Corporation (OTTR) Minnesota Credit Supportive 3
North Dakota Credit Supportive 3
South Dakota Credit Supportive 3
Pinnacle West Capital Corp. (PNW) Arizona Least Credit Supportive 1
Portland General Electric Company (POR) Oregon Credit Supportive 3
Southern Company (SO} Alabama More Credit Supportive 4
Florida Credit Supportive 3
Georgia More Credit Supportive 4
Mississippi Credit Supportive 3
Wastar Energy, Inc. (WR} Kansas Credit Supportive 3
Proxy Group Average 2,93
Ameren Missouri Missouri Less Credit Supportive 2

Notes:

[1] Source: Standard & Poor's Rating Service, Assessing U.S. Utility Regulatory Environmenis,

March 12, 2010, at 1-2.

[2] Most Credit Supportive = 5; More Credit Supportive = 4; Credit Supportive = 3;
Less Credit Supporttive = 2; Least Credit Supportive = 1
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Revenue Stabilization Mechanisms in Effect at Utility Subsidiaries of
the Proxy Group Companies

Union EleCtriC COmMPANY .ottt s rae R e e T e e e s b b ee e e nes 2
AMETICAN ElECHIC POWET (AEP) et st a s ab e s s s s s e e 3
AEP Texas Ceniral COmMPaNY ... e cirer st r e n s e s e s es e s sses s sanns s ta s sob st es snresssnnessanas 3
AEP Texas NOMh COMPANY ..ot issiarassstessrssasber s aasrarsssssnessssssmssrassreraresassasssessssssssasnes 3
Appalachian Power Company (MIrginia) ..o e ssbiaessen s s s 3
Columbus Southern Power Company (ORIO} ... ieier s issesssses s sesseesesnsessssimesasesses 4
indiana Michigan Power Company {INCIana) ........coovvveiniiieiinsiercs i er e e sesrm s ssvisssans vensiennes 4
indiana Michigan Power Company (MIChIGan) ... e 5
KentUCKY POWET COMPBAY .ottt st re e s st e s s eese st et e sas e sa s b e sasesm e becar s s e sbe e e 5
KiNgSPOrt POWET COMPANY (T eMNIESSEE) ..ttt ee e e e et e e s ae s e et ar e e e e e e s remeb s bbbt b basesrasasae s s sme s 6
ORIO POWET COMPANY o.viiiiiiitiiaiir e et asreesie s st seseras e smesreresssresase v srsesmeembas saassreessbs sebetbs s o s sn s s ee e s snnnen 8
Public Service Company of OKIGhOMa.......cociriii e e s as e s sane s s 7
Southwestern Electric Power Company (ArKENSAS) . ..o e e mmiie st rb s 7
Southwestern Electric Power Company (LOUISIZNEY ..iccivcvriiieerrinrieeariiereerameeessssssessessessemssessssemeressnenns 8
Southwestern Electric Power Company (East TEXaS).....iiicnieenrr e rerenrcressesecererreesvanssssessnssanne 9
Southwestern Electric Power Company (North TeXas) ... ..o 9
Wheeling Power Company (West VIIGINIAY ...ooovvrrorivierirreirrieieensisnrsssreesses sressresasseresseesessessssessisesssss 9
Cleco Corporation (CNL) ...t rrr s e s s sas s s e e s a b 10
Cleco POWET LLC (LOUISIANG) . ....oeeei e cer e mee e s e e s s v re e simns e ena s sate s sn b g rnrsnnssenns 10
Edison International {EDX) .o ettt er e s e s st re s e b et e e s aae s ane s e s annerean s re e e aa e e 11
Southern California BEdison GO any e et cs et e e s 11
Great Plains Energy, INC. (GXP) ...ttt et e s et e 16
Kansas City Power & Light Company (KaNSaS) ......c.ivreiiiiienicininiieicriereesrisessasresseseesesssseessnssssnsssanse 16
IDACORP, INC. (DAY .o ieenitcerreser et ssrio e ererassras e aas e s s e sace nenecaseseae srncenen e seeere v b abaesabesrbseraniraess 17
Idaho Power Company {Jdah).......ccriciirie et e s et 17
Idaho Power Company (OTEHOMN).........ccoriiarivecnseerierssreesressesressssaessesaennessannescassesasssessnsnrsarsmiesssnsnsanse 17
INtEArys ENEIQY GTOUR, INC. o ettt e ae b sk bbb e s b s e s e s s ae s s b s e e e nbn e as 18
Upper Peninsula Power Company (MHChiGan) ... e 18
Wisconsin Public Service Corp. (Michigan) ..o v 18
Wisconsin Public Service Corp. (WiSCONSIN).....c. i e crcvierrre s cnnireseense e e e en e senemrrcns 18
Otter Tail Corporation {OTTR) .. it cerrrasaesrsasssrssssssssas e rarseesrnresarsssasts nessassessransnses 19
Otter Tail Power Company (MINNESOTEY ..o et s 19
Otter Tail Power Company (INOrth Dakola) ....oviiiereirviieriniversririrennisinnresinsrre s seseessensee s ssesee s renessesincns 19
Otter Tail Power Company (Souith DaKota) .........ccvicorriciiieiimiei s oo sens rners e snnne 19
Pinnacle West Capital (PNUV) ...t csierr s rssee s e s innressn s s sr e es s r et n e s e bt e s e ebe e s e s ebeee e neeaeans 20
Arizona Public Service COMDANY ..ccvvviiiiiieariiiniariiceiiiesieeisesenisreaesinrsesissesrsssaressssssssssabressssrsnssseinreess 20
Portland General Electric Company (POR ) e s san s ssaia s 21
Portland General EIeCtric COMPANY ..ot rerieens e sresee e s e s sebe s s b at b 21
SoUthern COMPANY {SO). et e ia s e er e s sr s bes s s assareaanse s nin e s arnassams e srensmnersarnensbesrhnsas 23
F o= F= R ot O oy g o T OO U UV 23
Georgia POWET COMPANY ..ot ie it srressrsas s rs s s raescrants st b s i e s s e sas s e anenbe s s nan e e sassesaensraasabes 23
GUIF POWET COMPANY 1riirieiitririesaerias e reesereessrrscrsasanssessseesrerassanssamressantr st srnssnssassssrbessonnsersatonsassassnnnse 24
MisSISSIPPI POWEE COMPANY ..o ettt et sttt b s aa e s s b et s samrren e s san e 25
Westar Energy, INC. (VR o s rert e rrens e cas st s e e e s a b 26
Northern and Southern RegION... ..o it v sre s s 26
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Union Electric Company

Fuel and Purchased
Power Adjustment Clause
(FAC)

Allows for the recovery fromfflow through to ratepayers of 85 percent of
incremental variations in fuel and purchased power costs, and off-system
sales (OSS) from the levels included in base rates. The differences
belween the cost of fuel incurred and the cost of fuel recovered from UE's
customers are deferred as regulatory assets or liabilities. The deferred
amounts are either billed or refunded to UE’s electric utility customers in a
subsequent period.

The net cost of SC; and NOx emission allowances are also recovered
through this mechanism. The FAC is adjusted every four months, with a
true-up after the conclusion of each 8-month recovery period. [Source:
Union Electric, Tariff, Sheet Nos. 98.1-98.21].

Vegetation
Management/Infrastructure
Inspection Tracker

Allows the Company the opportunity fo recover vegetation management and
infrastructure  inspeciion costs. Base levels for hoth vegetation
management and infrasfructure inspection costs are set and the Company
tracks actual expenditures around the base levels. In years where the
Company spends less than base rates, a regulatory Hability is created. In
years where the Company spends more than base rates, a regulatory asset
is created. These regulatory assetsfliabilities are netted and considered in
the Company's next rate case. Originally approved in Case No. ER-2008-
0318 (January 27, 2009) and renewed in Case No. ER-2018-0036 (May 28,
2010) and Case No. ER-2011-0028 (July 13, 2011} until the Company's
next rate case. [Source: Public Service Commission of Missouri, Case No.
ER-2011-0028, Report and Order, July 13, 2011, p. 18]

Municipal Underground
Cost Recovery Rider

Allows for the recovery of any additional costs associated with a municipal
or government subdivision requirement that the Company construct
fransmission or distribution lines underground when the Company would
otherwise have constructed overhead lines. {Source: Union Electric, Tariff,
Sheet Nos. 118-120].

Pension and Other-Post-
Employment-Benefits
Tracking Mechanism

Allows the creation of a regulatory asset or lability relating to costs
associated with employee pensions and other post-employment henefits
providing the opportunity to reflect the assetfliability in rates in a future rate
case. [Source: Public Service Commission of Missouri, Case No.
ER-2010-00386, First Non-unanimous Stipulation and Agreement, p. 4; SNL
Financial].

Energy Efficiency and
DSM Program Cosis

Between rate cases, the Company is allowed to book its direct costs
incurred while implementing energy efficiency and DSM programs to a
regulatory asset. In the rate case, the amount in the regulatory asset can
be added o the company’s rate base and amortized over a six-year period.
[Source: Public Service Commission of Missouri, Case No. ER-2011-0028,
Report and Order, July 13, 2011, p. 40}
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American Electric Power (AEP)

AEP Texas Central Company

Rider NDC - Nuclear
Decommissioning
Collections

Charges collected under this rider are transferred to a trust that will hold the funds
for fulure nuclear plant decommissioning. [Source: AEP Texas Central
Company, Tariff for Retail Delivery Service, pp. 177-180L.

Schedule TCRF -
Transmission Cost
Recovery Factor

Each retaill customer connected to the Company's transmission or distribution
system will be assessed a non-by-passable transmission service charge
adjustment pursuant to this rider. [Source: AEP Texas Ceniral Company, Tariff
for Retail Delivery Service, pp. 182-184],

Rider EECRF - Recovers the cost of energy efficiency programs not already included in base
Energy Efficiency distribution service rates and is applicable to the kWh sales of retail customers
Cost Recovery taking retail electric delivery service from the Company. [Source: AEP Texas
Factors Central Company, Tariff for Retail Delivery Service, p. 184-1].

Rider AMSCRF - Applicable to retail customers receiving metered service for which the Company
Advanced Metering | will install an advanced metering system during the recovery period approved by
System Cost the PUCT. {Source: AEP Texas Central Company, Tariff for Retail Delivery

Recovery Fee

Service, p. 189].

AEP Texas North Company

Schedule TCRF -
Transmission Cost
Recovery Factor-
ERCOT System

Each retall customer connected to the Company’s transmission or distribution
system will be assessed a non-by-passable transmission service charge
adjustment. [Source: AEP Texas North Company, Tariff for Retail Delivery
Service, pp. 137-139].

Rider AMSCRF-
Advanced Metering
System Cost
Recovery Fee

Applicable to retail customers recsiving metered service for which the Company
will install an Advanced Metering Infrastructure system during the recovery period
approved by the PUCT. [Source: AEP Texas North Company, Tariff for Retail
Delivery Service, p. 141-1}.

Rider EECRF-
Energy Efficiency
Cost Recovery
Factors

Recovers the cost of energy efficiency programs not already included in base
distribution service rates and is applicable to the kWh sales of retail customers
taking retail electric delivery service from the Company. [Source: AEP Texas
North Company, Tariff for Retail Delivery Service, p. 141-2].

Appalachian Power Company (Virginia)

Sale and Use Tax
Surcharge

Surcharge shall be applied to all customer bills to reflect the estimated sales and
use tax the company expecis {o pay in the coming year. {Source: Appalachian
Powser Company, Tariff No. 23, Sheet No. 250].

Enviranmental and
Reliability Cost
Recovery Surcharge

The Company will collect an incremental environmental compliance and
Transmission and Distribution sysiem refiability cost recovery sur<:harge.1
[Source: Appalachian Power Company, Tariff No. 23, Sheet No. 27-1D].

Fuel Factor Rider

Allows the Company to recover its cost of fuel used in generation of electricity.
[Sources: Appalachian Power Company - Virginia, Tariff, Sheet No. 29; SNL
Financial].

1

While the Environmental and Reliability Cost Recovery (ERCR)} surcharge still remains in the

Company's tariff, per the tariff, the ERCR surcharge ceased being charged to customers effective
January 1, 2011 (i.e., the E&R Factors are set to zero}.
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Transmission Rate
Adjustment Clause
Rider

Applied to all standard customer bills rendered under the applicable standard
schedules or special contracts. This Rider allows the Company to recover
transmission related investment. [Sources: Appalachian Power Company -
Virginia, Tariff, Sheet No. 33; SNL Financial].

Columbus Southern Power Company {Ohio)

Universal Service
Fund Rider

All electric utility customers pay into a universal service fund to help balance the
difference between what PIPP (Percentage of Income Payment Plan) customers
pay and the charges for their actual use. [Source: Columbus Southern Power
Company, Tariff, Sheet No. 60-1].

Monongahela Power
Litigation
Termination Rider

This temporary Rider shail remain in effect until the amounts authorized by the
Commission in Case No. 05-765-EL-UNC have been collected. [Source:;
Columbus Southern Power Company, Tariff, Sheet No. 73-1}.

Transmission Cost
Recovery Rider

Allows the Company to recover the costs associated with fransmission investment
that are not recovered in base rates. [Source: Columbus Southern Power
Company, Tariff, Shest No, 75-1].

Fuel Adjustment
Clause Rider

Permits the Company to pass along to customers the net actual cost of fusl used
in power procurement. [Source: Columbus Southern Power Company, Tariff,
Sheet No. 80-1].

Energy Efficiency
and Peak Demand
Reduction Cost
Recovery Rider

Provides for the recovery of cosis related to energy efficiency programs and
demand side management programs used to attenuate peak demand. [Source;
Columbus Southern Power Company, Tariff, Sheet No. 81-1].

Enhanced Service
Reliability Rider

Allows for the recovery of costs associated with improvements made to the
reliability and integrity of the distribution system. [Source: Columbus Southern
Power Company, Tariff, Sheet No. 83-1],

gridSMART Rider Recovers the cost of purchasing and installing SMART technology. [Source:
Columbus Southern Power Company, Tariff, Sheet No. 84-1].
Economic Recovers economic development costs authorized by the Commission. [Source:
Development Cost Columbus Southern Power Company, Tariff, Sheet No. 82-1].
Recovery Rider
Environmental Recovers Commission approved costs through a set percentage charge applied
Investment Carrying | to the customer’s Non-Fuel generation charges, excluding charges under other
Cost Rider applicable Riders. [Source: Columbus Southern Power Company, Tariff, Sheet
No. 85-1].
Indiana Michigan Power Company (Indiana)
Fuel Cost Permits the Company to pass along fo customers the net actual cost of fuel used
Adjustment Rider in power procurement.
The costs eligible for recovery include the average cost of fossil and nuclear fuel
consumed at the Company's own plants, plus net purchased power costs, and
nuclear fuel disposal costs. [Source: Indiana Michigan Power Company —
Indiana, Tariff, Sheat No. 501.
Demand-Side Allows for cost recovery associated with demand-side management and energy
Management/ efficiency programs. {Source: Indiana Michigan Power Company — Indiana,

Energy Efficiency
Program Cost Rider

Tariff, Sheet Nos. 51 and 51.1].
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PJM Cost Rider

Allows for the recovery of demand-related and energy-related costs related to
PJM. [Source: Indiana Michigan Power Company — Indiana, Tariff, Sheef Nos.
53 and 63.1].

Environmental
Compliance Cost
Rider

Allows for the recovery of environmental compliance costs not included in hase
rates. [Source: Indiana Michigan Power Company — Indiana, Tariff, Sheet No.
54].

Clean Coal
Technology Rider

Provides for the cost recovery of the revenue requirement associated with CCTR
investment, depreciation expense on in-service CCTR property, operation and
maintenance expenses on CCTR property, and costs of consumables and
chemical agents. [Source: Indiana Michigan Power Company — Indiana, Tariff,
Sheet No. 55).

Off-System Sales

Provides for the sharing of off-system sales margins through a per kWh

Margin Sharing adjustment to applicable customer bills. The adjustment for each tariff class is
Rider based upon a specified cost sharing factor calculation. {Source: Indiana Michigan
Power Company — Indiana, Tariff, Sheet Nos. 52 and 52.1].

Indiana Michigan Power Company (Michigan}

Nuclear Provides for cost recovery of future nuclear decommissioning costs. The charge
Decommissioning is a per kWh charge by rate class. [Source: Indiana Michigan Power Company —

Surcharge Rider Michigan, Tariff, Sheet No. D-108].
Customer Choice Surcharge recovers costs incurred to implement Customer Choice in Michigan.

Cost Recovery

This surcharge shall remain in effect through the last complete billing cycle that
fully collects all choice implementation costs. [Source: Indiana Michigan Power
Company ~ Michigan, Tariff, Sheet No. D-109].

Surcharge EO Surcharge funds energy optimization programs conducted by a Commission-
{Energy Optimization | approved energy optimization program administrator. [Source: Indiana Michigan
Surcharge) Power Company — Michigan, Tariff, Sheet No. D-107].

Power Supply Cost Permits the monthly adjustment of rates to recover the booked costs, including

Recovery Factor

transportation costs, reclamation costs, and disposal and reprocessing costs, of
fuel burned for electric generation, the booked costs of purchased and net
interchange power transactions and the cost of transmission service incurred
under reasonable and prudent policies and practices. [Source: Indiana Michigan
Power Company — Michigan, Tariff, Sheet No. D-104].

Net Lost Revenue
Recovery Surcharge

The Commission approved seitlement of Case No. U-16180 authorized the
creation of a regulatory asset for the Net Lost Revenue associated with lost sales
that are caused by the Company's energy optimization program. The lost
revenue is to be recovered through this surcharge. [Souwrce: Michigan Public
Service Commission, Case No, U-16531, Order Approving Seftlement Agreement,
June 28, 2011].

Kentucky Power Company

Fuel Adjustment
Clause

Allows for the recovery of fossil fuel and nuclear fuel consumed in the utility’s own
plants and the net costs of purchased power. This pericdic adjustment allows for
the recovery of the difference between actual fuel costs and sales. [Source:
Kentucky Power Company, Tariff, Sheet Nos. 5-1 and 5-2).

Demand-Side
Management
Adjustment Clause

Allows for the recovery of demand-side management programs, net lost revenues,
incentives, and any overfunder recovery balances. [Source: Kentucky Power
Company, Tariff, Sheet No. 22-1 and 22-2],
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Environmental Provides for monthly adjustments based on the difference between the

Surcharge environmental compliance costs in a base period and the current period. [Source:
Kentucky Power Company, Tariff, Sheet No. 29-1 through 28-5].

Capacity Charge Recovers from retail ratepayers the supplemental annual payments tied to the

18-year extension of the Rockpower Unit Power Agreement. The Company will
apply surcharges under this Rider designed to enable the recovery from each
tariff class of customers. [Source: Kentucky Power Company, Tariff, Sheet No.
28-1].

System Sales
Clause

When the monthly net revenues from system sales are above or below the
monthly base net revenues from system sales, as specified, an additional charge
or credit is implemented based on a kWh system sales adjustment factor.
[Source: Kentucky Power Company, Tariff, Sheet No. 18-1 and 19-2].

Kingsport Power Company (Tennesseeg)

Purchased Power
Adjustment Rider

Applies a surcharge fo all customer bills to allow for changes in the non-fuel cost
of purchased power from the Company’s wholesale power supplier. {Source:
Kingsport Power Company, Tariff, Sheet Nos. 2-8 through 2-10].

Fue! Clause Rider

Adjusts customers' bills each month when the unit cost of fuel purchased under
FERC Rate Schedule No. 23 from Appalachian Power Company is above or
below a set value. [Source: Kingsport Power Company, Tariff, Sheet Nos. 2-11
through 2-12].

Tennessee
Inspection Fee Rider

Applies a surcharge to all customer bills rendered by the company fo allow for
changes in the Tennessee Inspection Fee. [Source: Kingsport Power Company,
Tariff, Sheet No. 2-13].

Chio Power Company

Universal Service
Fund Rider

All electric utility customers pay into a universal service fund fo help halance the
difference between what PIPP (Percentage of Income Payment Plan) customers
pay and the charges for their actual use. [Source: Ohio Power Company, Tariff,
Sheet No. 80-1].

Transmission Cost
Recovery Rider

Allows the Company to recover the costs assoctated with transmission investment
that are not recovered in hase rates, [Source: Ohio Power Company, Tariff,
Sheet No. 75-1].

Fuel Adjustment
Clause Rider

Permits the Company to pass along to customers the net aclual cost of fuel used
in power procurement. [Source: Ohio Power Company, Tariff, Sheet No. 80-1].

Energy Efficiency
and Peak Demand
Reduction Cost
Recovery Rider

Provides for the recovery of costs related to energy efficiency programs and
demand side management programs used to reduce peak demand. [Source:
Ohio Power Company, Tariff, Sheet No. 81-1].

Enhanced Service
Reliability Rider

Allows for the recovery of costs associated with improvemenis made {o the
reliability and integrity of the distribution system. [Source: Ohio Power Company,
Tariff, Sheet No. 83-1].

Economic
Development Cost
Recovery Rider

Recovers economic development costs authorized by the Commission. [Source:
Ohio Power Company, Tariff, Shaet No. 82-1].

Environmentat
Investment Carrying
Cost Rider

Recovers Commission approved cosis through a set percentage charge applied
to the customer's Non-Fuel generation charges, excluding charges under other
applicable Riders. [Source: Ohio Power Company, Tariff, Sheef No. 85-1].
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Public Service Company of Oklahoma

Fuel Cost
Adjustment Rider

Allows for the recovery of the cost of fusl used in generation of electric services
plus net purchased power costs, [Source: Public Service Company of Okiahoma,
Tariff, Sheet 70-1A through 70-3A].

Tax Adjustment
Rider

If there shall be imposed after the effective date of this rate schedule, by Federal,
State or other Governmental Authority, any tax, other than income tax, payable by
Company upon gross revenue, or upon the production, transmission or sale of
electric energy, a proportionate share of such additional tax or taxes shall be
added to the monthly bills payable by the customer to reimburse the Company for
furnishing electric energy to the customer under the applicable pricing schedule.
Reduction likewise shall be made in bills payable by customer for any decrease in
any such taxes. [Source: Public Service Company of Oklahoma, Tariff, Shest
71).

Regulatory
Assessment Rider

Allows for the recovery of an annual assessment as hilled by the Commission,
and applies to all retail monthly customer billings. [Source: Public Service
Company of Oklahoma, Tariff, Sheet 73).

Reliability
Vegetation/
Undergrounding
Rider

Determined on a quarterly basis for each major rate class {o incorporate the
previous quarter's Eligible Reliability Costs expended and adjusted by any over or
under recovery of costs from the previous three month billing period and applied
to the billings for the next quarter. This rider allows for the recovery of reliability
costs associated with vegetation management not included in base rates.
[Source: Public Service Company of Okiahoma, Tariff, Sheet 80-1A through 80-
4A].

Purchased Power
Capacity Rider

Allows for recovery of purchased power capacity costs. [Source: Public Service
Company of Oklahoma, Tariff, Sheet §7}.

Demand-Side
Management Cost
Recovery Rider

Designed to recover costs associated with Energy Efficiency and Demand-side
Management programs. [Source: Public Service Company of Oklahoma, Tariff,
Sheet 85-1A through 85-5A1.

Regulatory Asset
Recovery Rider

Designed to recover cosis associated with exiraordinary operation and
maintenance expenses resulting from the January and December 2007 ice
storms. [Source: Public Service Company of Oklahoma, Tariff, Sheet 88-1 and
86-2].

Regulatory Asset
Recovery Rider 2

Designed to recover cosfs associated with extraordinary operation and
maintenance expenses resulting from the January 2010 ice storm. [Source:
Public Service Company of Oklahoma, Tariff, Sheet 89}

Long-Term Base
Load Purchased

Pesigned to recover all costs associated with a particular contract, and with
recovery of the one-time RFP costs. [Source: Public Service Company of

Power Rider Oklahoma, Tariff, Sheet 88-1 through 88-3].
Southwestern Electric Power Company (Arkansas)
Energy Cost Recovers the Company's net fuel and purchased energy cost. [Source:

Recovery Rider
(ECR)

Southwestern Electric Power Company - Arkansas, Tariff, Sheet Nos. R-27.1
through 27.14].

Charges for Special
or Additional
Facilities

In the event facilities in excess of a normal installation are found to be required to
serve the Customer's load, or are requested by the Customer and approved by
the Company, the Company is required to furnish, instali, and maintain such
facilities with a monthly charge to the Customer. [Source: Southwestern Electric
Power Company - Arkansas, Tariff, Sheet No. R-29.1].
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Redundant Service
Policy for Municipal
Accounts

Certain customers are charged additional fees for redundant service. Additional
charges are based on consumption. [Source: Southwestern Electric Power
Company - Arkansas, Tariff, Sheet Nos. R-34.1 and 34.2}.

Radio Frequency
Meter Instafiation
Rider

A customer may request {or elect upon request by the Company) to have a radio
frequency meter insfalled under the terms of this Rider as a mutually agreeable
solution to Company personnel's lack of meter reading access fo Company
metering equipment on a customer's premises, due to a locked gate, animal
concern, safety concern or other reason. This Rider lays out the one-time, non-
refundable installation fee from the customer to the Company. [Source:
Southwestern Electric Power Company - Arkansas, Tariff, Sheet No. R-42.1].

Energy Efficiency
Cost Rate Rider
(EECR)

Recovers the incremental costs of energy efficiency programs approved by the
Commission. [Source: Southwestern Electric Power Company - Arkansas, Tariff,
Sheet Nos. R-45.1 through 45.6].

Federal Litigation
Consuiting Fee
Rider

Enables the Company to recover the fees and expenses paid by the Company io
contract altorneys and consultants retained by the Arkansas Public Service
Commission, as authorized by the General Assembly, when it participates in
litigation before a federal agency or federal court in proceedings that affect the
Company. [Source: Southwestern Electric Power Company - Arkansas, Tariif,
Sheet Nos. R-46.1 through 46.5).

Alternative
Generation
Recovery Rider

Deslgned to adjust monthly billings to recover costs associated with the Stall
Generating Facility. The Rider is designed to recover return on and of the
generation faclity and operation and maintenance expenditures after the facility
commences commercial operation. [Source: Southwestern Eleclric Power
Company - Arkansas, Tariff, Sheet Nos. R-47.1 through 47.5].

Tax Adjustment
Rider

Provides for the Company to pass directly {o its customers within a municipality
the proporticnate part of any franchise or street rental taxes levied or imposed on
the Company by that municipalily on gross revenues from those customers,
[Source: Southwestern Electric Power Company - Arkansas, Sheet Nos. R-25.1
and 25.2].

Southwestern Electric Fower Company (Louisiana)

Fue! Adjustment
Rider

All kifowatt-hours sold will be adjusted to reflect the current cost of fuel. This rider
recovers the net cost of fuel consumed in the Company's generating plants, plus
the net cost of purchased economy and emergency energy, as well as energy
purchased from qualifying small production or cogeneration facilities. [Source:
Southwestern Electric Power Company - Louisiana, Section B, Sheet No. 8}].

Tax Adjustment
Rider

The net monthly bil! will be increased by the proportionate part of any new tax, or
increased rate of tax, or governmental imposition or charge {(except state, parish,
city and special district ad valorem taxes and any taxes on net income) levied or
assessed against the Company's electric business as a result of any new or
amended laws or ordinances after December 31, 1997, except as the power
and/or energy sold under this schedule may be exempt from the effects of any
such taxes or levies. ([Source: Southwestern Electric Power Company -
Louisiana, Section B, Sheet No. 8].

Charges for Special
or Additional
Facilities

In the event facilities in excess of a normal installation are found to be required {o
serve the Customer's load, or are requested by the Customer and approved by
the Company, the Company is required to furnish, install, and maintain such
facilities with a monthly charge to the Customer. [Source: Southwestern Electric
Power Company - Louisiana, Section B, Sheet No. 10].
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Rider for Radio
Frequency Meter
installation

A customer may request (or elect upon request by the Company) to have a radio
frequency meter installed under the terms of this Rider as a mutually agreeable
solution to Company personnel’s lack of meter reading access to Company
metering equipment on a customer's premises, due to a locked gate, animal
concern, safety concern or other reason. This Rider lays out the one-time, non-
refundable installation fee from the cuslomer fo the Company. [Source:
Southwestern Electric Power Company - Louisiana, Section B, Sheet No. 13].

Formula Rate Plan
Rider Schedule
{FRP)

Cefines the procedure by which the rates contained in the Company rate
schedules may be periodically adjusted. The FRP stipulates an authorized rate of
return with a handwidth. [Source: Southwestern Electric Power Company -
Louisiana, Section B, Sheet No. 14].

Southwestern Electric Power Company (East Texas)

Fixed Fue! Factor
Tariff

Recovers the net costs of fuel used to procure electricity for refail customers.
[Source: Southwestern Electric Power Company — Texas, Tariff, Sheet No. V-
34].

Energy Efficiency
Cost Recovery Rider

Recovers the cost of energy efficiency programs not included in base rates.
[Source: Southwestern Electric Power Company — Texas, Tariff, Sheet No. V-
35].

Purchased Power
and Conservation
Factor (PPCF)

Recovers the costs of demand-side management resources and renewable
energy resources that are approved for PPCF cost recovery by the Commission
but are not recoverad in base rates. [Souirce: Southwestern Electric Power
Company -~ Texas, Tariff, Sheet No. [V-36].

Southwestern Electric Power Company (North Texas)

Fixed Fuel Factor
Rider

Recovers the net costs of fuel used to procure electricity for refail customers.
[Source: Southwestern Electric Power Company — Texas, Tariff, Sheet No. V-
34).

Energy Efficiency
Cost Recovery Rider

Recovers the cost of energy efficiency programs not included in base rates.
[Source: Southwestern Electric Power Company — Texas, Tariff, Sheet No. V-
35].

Wheeling Power Company {West Virginia)

Schedule L.E.- Line
Extensions

Customers are charged for line extensions based on installed extensions on a
monthly basis. [Source: Appalachian Power Company, P.5.C. W.VA. Tariff No.
13 and Wheeling Power Company, P.S.C. W.VA. Tariff No, 18, Sheet Nos. 32-1
and 32-2}.

Consfruction / 765
kV Surcharge

A construction surcharge is applied to customers’ bills (effective July 2011 to June
2012), including both the energy and demand component of rates, to recover
costs associated with the consfruction of new iransmission lines. [Source:
Appalachian Power Company, P.8.C. WA Tariff No. 13 and Wheeling Power
Company, P.S.C. W.VA. Tariff No. 18, Sheet No. 27].

Energy Efficiency /
Demand Response
Cost Recovery Rider

Collects energy efficiency and demand response costs through a bill adjustment,
by rate schedule, using a specified adjustment factor per kWh. [Source:
Appalachian Power Company, P.5.C. W.VA, Tariff No. 13 and Wheeling Power
Company, P.5,C. WVA. Tariff No. 18, Sheet No. 33].
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Cleco Corporation (CNL)

Cleco Power LLC (Louisiana)

Fuel Cost
Adjustment (FAC}

Monthly adjustment to recover the actual cost of fuel, including the cost of fuel to
the company's generation and the cost of purchased power. Any sales of power
are credited through this mechanism. [Source: Cleco Power, Tariff, Rate
Scheadule FA].

Storm Recovery
Charge Adjustment

Recovers applicable storm restoration costs approved by the Louisiana Public
Service Commission. This adjustment is reconciled semi-annually, [Source:
Cleco Power, Tariff, Rate Schedule SCRA].

Formula Rate Plan
{FRP)

Allows for recovery of fulure revenue requirements for approved capacity
purchases, construction or acquisition projects and exceptional costs/savings.
The Company can propose additional projects to the Louisiana PSC during the
FRP's initial four-year term. [Sources: Cleco Power, Tariff, Rate Schedule FRP;
SNL Financial).

Environmental Cost
Adjustment

Provides for the recovery of certain costs of environmental compliance as an
adder to customers’ bills. The costs eligible for recovery are prudently incurred air
emissions credits associated with complying with federal, state, and local air
emission reguiations and variable emission mitigation costs. {Source: Cleco
Power, Tariff, Rate Schedule EA).
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Edison International (EIX)

Southern California Edison Company

Palo Verde
Balancing Account

Records the difference bhebween: operations and maintenance (O&M);
administrative and general (A&G); pension and benefits (P&B}; and payroll taxes
expenses authorized by the Comimission; actual O&M expenses billed by Arizona
Public Service Company (APS) under the Palo Verde Operating Agreement for
the Company's share of expenses, including refueling outage O&M expense and
contractual overheads for A&G, P&B, and payroll taxes; and, actual Company
oversight expenses. [Source: Southern California Edison, Tariff, Revised Cal.
PUC Sheet No. 47626-E].

Nuclear
Decommissioning
Adjustment
Mechanism

Records NDAM revenue, and records certain authorized and recorded costs
associated with the Company's ownership share of the San Onofre Nuclear
Generating Station (SONGS) and the Palo Verde Nuclear Generating Station
{Palo Verde), [Source: Scuthern California Edison, Tariff, Revised Cal. PUC
Sheet No. 36582-E].

Purchase
Agreement
Administrative Cosis
Balancing Account

Records differences between the Company’s actual and authorized administrative
costs associated with four third-parly demand response contracts and two third-
parly demand response contracts authorized by the Commission. [Source:
Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 46061-E].

Income Tax All Contributions in Aid of Construction and Advances For Construction

Component of (Contributions} made tc the Company pursuant to its tariffs shall include a cost

Contribution component to cover the Company's estimated liability for Federal and State

Provision Income Tax resulting there from. [Source: Southern California Edison, Tariff,
Revised Cal. PUC Sheet No, 47683-E].

Memorandum Record all costs incurred by the Company for specified projects authorized by the

Accounts Commission:

* Self-Generation Program Incremental Cost

» Catastrophic Event

» Reliability Costs

¢ Wildfire Expense

s Resuit Sharing

»  SONGS 283 Seismic Projects

¢ Research, Development, and Demonstration Royalties
¢ Distriibuted Generation Implementation Cost

» California Power Exchange Wind-Up Charge

» Income Tax Component of Confribution

s DWR Franchise Fee Obligation

+ Renewable Transmission Feasibility Study Costs
* Air Resources Board Fee

» Hydrogen Energy California

» Distributed Energy Resources

» Nuclear Claims

» Energy Efficiency 2008-2011

+» Eldorade-lvanpah Transmission Project

o Four Corners Capital Expenditures
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e PBR Distribution Revenue Sharing

¢ PBR Distribution Rate Performance

¢ Energy Efficiency DSM

¢ Energy Settlements Memorandum Account
» Affiliate Transfer Fee

+ Employee Stock Ownership Plan Tax

+» Smart Grid American Recovery and Reinvestment Act
» GRC Revenue Requirement

s Antelope Transmission Projects

+ Residential Service Bisconnaction

* Renewables Portfolio Standard Cosis

» Market Redesign and Technology Upgrade
+ Depariment of Energy Litigation

» Fuel Cell Program

¢ Project Development Division

¢ California Solar Initiative (CSI) Measurement and Evaluation (M&E}
Expenses

»  Solar Photovoltaic Program

s Clean Hydrogen Power Generation Plant Feasihility
o Carbon Sequestration Evaluation

* Long-Term Procurement Plan Technical Assistance
» Non-Discretionary Service Costs

e Fire Hazard Prevention

[Source: Southern California Edison, Tariff, Revised Cal. PUC Sheet Nos.
21344-E, 48727-E, 48575-E].

California Alternate
Rates for Energy
(CARE)

Recovers the costs associated with the CARE program including the amount of
discount to CARE households, group living facilities, and agriculfural employee
housing as well as incremental administrative and general expenses {increased to
provide for franchise fees and uncollectible accounts). Refiected in the Public
Purpose Programs Charge. [Source: Southern Galifornia Edison, Tariff, Revised
Cal. PUC Sheet Nos. 34705-E, 41902-E}.

Optional Pricing
Adjustment Clause

Records the shareholder's portion of net incremental or decremental revenue
changes due to Commission-approved husiness retention or customer choice
optional pricing agreements. [Source: Southern California Edison, Tariff, Revised
Cal. PUC Sheet No. 27670-E}.

Demand Side
Management
Adjustment Clause

Records the difference between the authorized annual expenditures associated
with demand side management (DSM) programs reflected in the authorized DSM
program funding levels established by the Commission; and the recorded annual
expenditure associated with DSM programs; and to implement the DSM
performance mechanism which uses a formula to convert an incentive period
performance factor into dollars of earned incentive. [Source: Southern California
Edison, Tariff, Revised Cal. PUC Sheet No. 24255-E}.

Procurement Energy
Efficiency Balancing
Account

A "one-way” balancing account; its purpose is to track the difference between
actual incremental procurement-related energy efficiency costs and authorized
procurement-related energy efficiency revenues. [Source: Southern California
Edison, Tariff, Revised Cal. PUC Sheet No. 48581-E].
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California Solar
Initiative Program
Balancing Account
(CSIPBA)

Tracks the recorded incremental California Sofar Initiative Program costs and
authorized distribution revenue requirement recorded in the base revenue
requirement balancing account associated with the Company’s California Solar
Initiative Program. The CSIPBA will separately track in the performance base
incentives (PBI) sub-account the forecast PBI payment amounts for all completed
solar projects receiving PBI to ensure fund security for the duration of the PBI
contract incentive periods. [Source: Southern California Edison, Tariff, Revised
Cal. PUC Sheet No. 44471-E].

Hazardous
Substance Cleanup
Cost Recovery
Mechanism

Provides a methodology for aliocating costs and related recoveries associated
with cleaning up certain properties contaminated with hazardous substances
between the Company’s ratepayers and shareholders. [Source: Southern
California Edison, Tariff, Revised Cal. PUC Sheet No. 18853-EL

Departing Load and
Customer
(Generation
Departing Load Cost
Responsibility

Recovers stranded cosis associated with departing load and customer generation.
{Source: Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 33558~
El.

Research,
Development and
Demonsiration
Adjusiment Clause

Records the difference between the authorized expenditures associated with
research, development and demonstration (RD&D) programs reflected in the
authorized RD&D funding level; and the recorded expendifures associated with
RD&D pregrams. [Source: Southern California Edison, Tariff, Revised Cal. PUC
Sheet No. 47629-E].

Demand Response
Program Balancing
Account

Records the difference between the aciual capital-related revenue requirement
and O&M costs incurred by SCE and the authorized demand response revenue
requirement approved by the Commission. {Source: Southern California Edison,
Tariff, Revised Cal. PUC Sheet No. 46062-E].

SONGS 2 &3
Steam Generator
Replacement
Balancing Account

Records the Company's ownership share of its actual San Onofre Nuclear
Generating Station Unit 2 and Unit 3 steam generator replacement project
replacement costs revenue requirements. [Source: Southern California Edison,
Tariff, Revised Cal. PUC Sheet No. 45399-E].

California Alternate
Rates for Energy
Balancing Account

Records on a monthly basis: (1) the under or overcollection in revenue which
results from the difference between the amount of the CARE discount provided to
CARE-eligible customers and the CARE surcharge charged {o non-CARE
customers; (2) the difference between the Commission-authorized CARE and
Family Electric Rate Assistance (FERA) administrative costs recorded in the
Public Purpose Programs Adjustment Mechanism (PPPAM) and actually incurred
CARE and FERA administrative costs; (3) actual costs incurred associated with
the automatic enrollment program; and (4} reimbursements made to the Energy
Division associated with Energy Division’s audii of SCE's CARE programs.
[Source: Southern CGalifornia Edison, Tariff, Revised Cal. PUC Sheet No. 44454-
EL

Cost of Capital
Trigger Mechanism

The purpose of the cost of capital frigger mechanism is to automatically adjust the
Company’s autherized return on equity for changes in interest rates, and to adjust
PBR distribution revenue requirement to account for changes in the authorized
return on equity. [Source: Southern California Edison, Tariff, Revised Cal. PUC
Sheet No. 31356-E]. :

Public Purpose
Programs
Adjustment
Mechanism

Records Public Goods Charge (PGC) revenue; PGC expenses authorized in P.U.
Code §399.8; other CPUC Public Purpose Program Revenue; and other CPUC-
authorized Public Purpose Program expenses. [Source; Southern California
Edison, Tariff, Revised Cal. PUC Sheet No. 46179-E}.
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Energy Efficiency
Program Adjustment
Mechanism

Tracks the difference between actual incurred non procurement-related PGC
energy efficiency costs and authorized non-procurement PGC energy efficiency
revenue requirements. [Source: Southern California Edison, Tariff, Revised Cal.
PUC Sheet No. 40530-E}.

Low Income Energy
Efficiency Program

Establishes the Low Income Energy Efficiency Program Balancing Account to
frack the Public Purpose Program Charge (PPPC) funds allocable to the Low

Adjustment Income Energy Efficiency programs, and the Low Income Energy Efficiency

Mechanism programs expenses. [Source: Southern California Edison, Tariff, Revised Cal.
PUC Sheet No. 44459-E).

Bond Charge Tracks California Department of Water Resources (DWR) bond charge payments,

Balancing Account

DWR hond cost responsibilities, KWh consumption, and overfunderpayments,
[Source: Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 32855-
E].

Direct Access Cost
Responsibility
Surcharge Tracking
Account

Tracks the difference between: recorded DA CRS Revenues, and authorized DA
CRS obligations; and tracks the difference between CRS revenues collected from
the City Of Cerritos’ Communily Aggregation (CA) customers, and Cerritos’ CA
customers CRS obligations. [Source: Southern California Edison, Tariff, Revised
Cal. PUC Sheet No. 40656-E].

Reliability
Investment Incentive
Mechanism

Determines the difference between: actual {recorded) reliability-related capital
additions; and the authorized level of reliability-related capital additions. [Source:
Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 46160-E).

Community Choice
Aggregation
Balancing Account

Records costs incurred to implement, support and maintain Community Choice
Aggregation programs. [Source: Southern California Edison, Tariff, Revised Cal.
PUC Sheet No. 44964-E].

Mohave Balancing
Account

Tracks the difference helween: recorded capital-related expenses, operating
expenses and worker profection expenses associated with the Mohave
Generating Station {(Mohave); and the authorized Mohave revenue requirement,
{Source: Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 47630-
El.

Pension Costs
Balancing Account

Records the difference between: pension costs authorized by the Commission,
and recorded pension expenses. [Source: Southern California Edison, Tariff,
Revised Cal. PUC Sheet No. 47631-E].

Post Employment
Benefits Other Than
Pensions (PBOP)
Costs Balancing

Records the difference between: PBOP costs authorized by the Commission, and
recorded PBOP expenses. [Source: Southern California Edison, Tariff, Revised
Cal. PUC Sheet No. 47632-E].

Account
Edison Records all costs incurred by the Company, up fo $1,833.5 millon {(and
SmariConnect corresponding revenue requirements), and to capture the operational benefits,

Balancing Account

associated with the Phase il Edison SmariConnect advanced metering
deployment activities as authorized by the Commission. {Source: Southern
California Edison, Tariff, Revised Cal. PUC Sheet No. 44310-E].

New System
Generation
Balancing Account

Records the benefits and costs of Power Purchase Agreements {(PPAs) and
Company-owned peaker generation units. [Source: Southern California Edison,
Tariff, Revised Cal. PUC Sheet No. 47633-E].
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SONGS2&3
Steam Generator
Removal and
Disposal Balancing
Account

Records the Company's ownership share of its actual San Onofre Nuclear
Generating Station Unit 2 and Unit 3 steam generator replacement project
removal and disposal costs revenue requirements. [Source: Southern California
Edison, Tariff, Revised Cal. PUC Sheet No. 45404-E].

Solar PV Program
Balancing Account

Records the actual incremental O&M and capital-related revenue requirement (i.s.
depreciation, return on rate base, and applicable taxes) asscciated with the Solar
PV Program. [Source: Southern California Edison, Tariff, Revised Cal. PUC
Sheet No. 45458-E].

Medical Programs
Balancing Account

Records the difference between: medical, dental and vision expenses authorized
by the Commission, and recorded medical, dental and vision service plan
expenses. [Source: Southern California Edison, Tariff, Revised Cal. PUC Sheet
No. 47634-E].

Community Choice
Aggregation Cost
Responsibility
Surcharge Tracking
Account

Tracks the difference between Community Choice Aggregation Cost
Responsibilily Surcharge revenues; and Community Choice Aggregation
customers’ Cost Responsibility Surcharge obligations. [Source: Southern
California Edison, Tariff, Revised Cal. PUC Sheet No. 37950-E].

Clean Technology
Generation
Balancing Account

Records up to $4.6 million of costs associated with the carbon sequestration
evaluation and other commission approved costs. The Company shall record the
costs in the CTGBA each month and transfer the December 31 balance in the
CTGBA to the generation sub-account of the Base Revenue Requirement
Batancing Account (BRRBA) for recovery annually. [Source; Southern California
Edison, Tariff, Revised Cal. PUC Sheet No. 43893-E].

Base Revenue
Requirement
Balancing Account

Records the difference between the Company's authorized distribution and
generation base revenue requirements and recorded revenues from authorized
distribution and generation rates; and record other authorized and recorded cosis
authorized by the Commission. [Source; Southern California Edison, Tariff,
Revised Cal. PUC Sheet No. 47835-E].

Energy Resource
Recovery Account

Records the Company’'s: ERRA revenue, (2) utility retained generation (URG)
fuel costs, and (3) purchased power-related expenses, excluding California
Department of Water Resources power contract expenses. Electric Energy
Transaction Administration {EETA) costs should be excluded from the ERRA.
The Company is authorized to record the above-market cost of qualifying facililies
and purchase agreements in the ERRA. The Company established the SO,
Credit-Account (SO2CSA) to track the revenue and cost associated with the sale
and purchase of both Mohave and non-Mohave SO, allowances. [Source:
Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 43213-E].

Post Test Year

Provides the Company with additional authorized distribution and generation base

Ratemaking revenues during 2010 and 2011, [Source: Southern California Edison, Tariff,
Mechanism Revised Cal. PUC Sheet No. 44986-E].

Cost of Capital The purpose of the Cost of Capital Mechanism (CCM) is to adjust the Company's
Mechanism authorized cost of capital {refurn on equity, preferred stock and long-term debt

rates) for changes in interest rates between cost of capital applications. [Source:
Southern California Edison, Tariff, Revised Cal. PUC Sheet No. 44218-E].

2010-2012 On Bill
Financing Balancing
Account

A “one-way" balancing account whose purpose is to record authorized OBF loan
funding; OBF loan amounts; and OBF loan payment proceeds. [Source:
Southern California Edison, Tariff, Revised Cal. PUC Sheef No. 46188-E].
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Great Plains Energy, Inc. (GXP)

Kansas City Power & Light Company (Kansas)

Energy Cost Volumetric rate that recovers generation costs including fuel, purchased power,

Adjustment (ECA) emission allowances, fransmission costs. Rate is established monthly. {Source:
Kansas City Power & Light - Kansas, Tariff, Schedule 2].

Energy Efficiency Recovers the costs associated with Commission-approved affordability, energy

Rider efficiency and demand response programs. Rider and the cost estimates are filed

annually with the Commission. [Source: Kansas City Power & Light - Kansas,
Tariff, Schedule 15).
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IDACORP, Inc. (IDA)

Idaho Power Company {ldaho)

Power Cost
Adjustment

Monthly adjustment mechanism allowing the Company {o recover 95% of the
difference between projected power costs and normal power costs included in
base rates. Cost variations are associated with water supply for hydro-electric
production, wholesale energy prices, and retail load charges. [Source; Idaho
Power - Idaho, Tariff, Schedute 55].

Energy Efficiency
Rider

Recovers the cost of analysis and implementation of energy conservation and
demand response programs. [Source: idaho Power - Idaho, Tariff, Schedule 91].

Fixed Cost
Adjustment (FCA) -
Decoupling

The Company establishes the costs charged to customers based on a fixed cost
per customer that is then allocated on based on units of consumption. The Fixed
Cost Adjustment is the difference between the allowed fixed cost recovery and the
actual fixed cost recovery, adjusted for normal weather. Actual sales are adjusted
for weather, and there is a 3% cap on annual rate increases. The current FCA is
calculated monthly and will expire on May 31, 2012 unless renewed by the idaho
Commission. [Source: ldaho Power - ldaho, Tariff, Schedule 54; SNL Financial}.

Adjustment for
Municipal Franchise
Fees

Sets forth the charges such as license, privilege, franchise, business, occupation,
operating, excise, sales or use of street taxes or other charges imposed on the
Company by municipal corporations and billed separately by the Company {o its
Customers within the corporate limits of a municipality. [Source: Idaho Power -
Idaho, Tariff, Schedule 95}

Idaho Power Company (Oregon)

Power Cost
Adjustment
Mechanism {(PCAM)

Annual adjustment allowing the Company to recover 90% of the difference
between actual power costs and normal power costs included in base rates. The
PCAM is subject to an earnings test with a deadband of 100 basis points. If the
company earns less than its ROE by 100 basis points or more, the PCAM true up
is a charge to customers. If the Company has earned in excess of 100 bhasis
peints more than its allowed ROE, the company is required to include the PCAM
in a true-up balancing account as a credit to customers (back to a threshold of the
authorized ROE plus 100 basis points). [Source: Idaho Power - ldaho, Tariff,
Schedule 56].

Annual Power Cost
Update (APCU)

Allows ldaho Power to reestablish its Oregon base net power supply costs
annually, separate from a general rate case, and to forecast net power supply
costs for the upcoming water year. [Source: Idaho Power - Idaho, Tariff,
Schedule 55].

Depreciation

Recovers accelerated depreciation of the existing metering infrastructure that is

Adjustment Rider replaced by AMI metering, less the revenue regquirement impact of the revised
depreciation rates, [Source: Idaho Power - ldaho, Tariff, Schedule 82].

Energy Efficiency Recovers the cost of analysis and implementation of energy conservation and

Rider demand response programs. [Source: |daho Power — ldaho, Tariff, Schedule 91].
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Integrys Energy Group, Inc.

Upper Peninsula Power Company (Michigan)

Power Supply Cost
Recovery

Recovers projected power supply costs. [Source: Upper Peninsula Power, Tariff,
Schedule D1},

Energy Optimization
Surcharge

Permits the adjustment of disfribution rates, via the application of an Energy
Optimization Surcharge, to allow recovery of the energy optimization aiternative
compliance payment made by the Company in compliance with Section 91(1) of
2008 Pa 285. [Source: Upper Peninsula Power, Tariff, Schedule D2].

Uncollectible
Expense Tracking
Mechanism

Allows for the deferral and subssquent recovery or refund of 80% of the difference
hetween actual write-offs (net of recoverias) and bad debt expense included in
utility rates, effective January 1, 2010. A setitlement agreement approved in the
Company's 2011 rate case requires the Company to terminate the UETM effective
Dacember 31, 2010, but retains the decoupling mechanism. {Source: Integrys
Energy Group, Form 10-K for the fiscal year ended December 31, 2010, pg. 134].

Decoupling

Approved for all customer groups by the Michigan Public Service Commission,
effective January 1, 2010. [Source: Integrys Energy Group, Form 10-K for the
fiscal year ended December 31, 2010, pg. 134].

Wisconsin Public Service Corp. (Michigan)

Power Supply Cost
Recovery

Recovers projected power supply and transmission service costs. ([Source:
Wisconsin Public Service, Tariff, Schedule D1].

Energy Optimization
Surcharge

Permits the adjustment of distribution rates, via the applicafion of an Energy
Optimization Surcharge, to allow recovery of the energy optimization alternative
compliance payment made by the Company in compliance with Section 91(1) of
2008 Pa 295. [Source: Wisconsin Pubklic Service, Tariff, Schedule D13].

Wisconsin Public Service Corp. (Wisconsin)

Adjustment for Cost
of Fuel

Adjusts rates for the cost of fuel. [Source: Wisconsin Public Service, Tariff,
Schedule ACFL

Electric Revenue
Stabilization
Mechanism

Four-year pilot program approved December 30, 2008, which allows the Company
to defer and recover or refund in future rate proceedings all or a portion of the
differences belween the actual and authorized margin per customer impact of
variations in volumes. The annual deferral or refund is limited to $14.0 million.
The mechanism does not adjust for changes in volume resulting from changes in
customer count and does not cover large commercial and industrial customers.
[Source: Wisconsin Public Service, Tariff, Schedule ERSM].
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Otter Tail Corporation (OTTR)

Otter Tail Power Company (Minnesota)

Energy Adjustment
Rider

Adjusts rates for the amount above or below the average cost of energy. The
average cost of energy is based on the cost of energy during the two months
immediately preceding the month when the cost of energy is calculated. Includes
cost of fuel used in the Company’s generating planis, the energy cost of
purchased power, net energy cost of purchases from a cogeneration or small
power production facility, and all Midwest |ISO costs and revenues associated with
retail sales. {Source: Otter Tail Power — Minnesota, Tariff, Section 13.01].

Conservation
Improvement Project
Rider

Adjusts rates for expenses assoclated with conservation improvement projects.
Includes financial incentives awarded by the Minnesota Public Uilities
Commission. [Source: Otter Tait Power, Tariff, Section 13.02].

Renewable
Resource Cost
Recovery Rider

Recovers the cost of renewable energy resources. [Source: Otfter Tall Power —
Minnesota, Tariff, Section 13.04].

Transmission Cost
Recovery Rider

Recovers the cost of eleciric fransmission. [Source; Ofter Tail Power —
Minnesota, Tariff, Section 13.05].

Otter Tail Power Company (North Dakota)

Energy Adjustment
Rider

Adjusts rates for the amount above or helow the average cost of energy. The
average cost of energy is based on the cost of energy during the four months
immediately preceding the month when the cost of energy is calculated. Includes
cost of fuel used in the Company’s generating plants; the energy cost of
purchased power including all Midwest I1SO energy and ancillary service market
charges; and the net eneray cost of energy purchases from a renewable energy
source including hydropower, wood, windpower, and biomass. [Source: Otfter
Tail Power — North Dakota, Tariff, Section 13.01}

Renewable
Resource Cost
Recovery

Recovers the cost of renewable energy resources. [Source: Otter Tail Power —
North Dakota, Tariff, Section 13.04].

Big Stone 1l Cost
Recovery Rider

Recovers costs associated with the Company’s now terminated Big Stone il coal-
fired generation facility. [Source: Otter Tail Power — North Dakota, Tariff, Section
13.08].

Ofter Tail Power Company (South Dakota)

Fuel Adjustment
Clause Rider

Adjusts rates for the amount above or below the average cost of fuel. The
average cost of fuel is based on the cost of fuel during the three months
immediately preceding the month when the cost of energy is calculated. Includes
the expense of fossil and other fuels, the Company's share of the expense of
fossil fuel used in jointly owned or leased plants, the net energy cost of energy
purchases when purchased on an economic dispatch basis, and the net cost of
energy purchases from any facility utilizing wind or other renewable energy
conversion systems for the generation of electric energy. {Source: Otter Tail |
Power — South Dakota, Tariff, Section 13.01].

Energy Efficiency
Partnership Cost
Recovery Rider

Adjusts rates for expenses associated with energy efficiency projects. Includes
financial incentives awarded by the South Dakota Public Utilities Commission,
[Source: Otter Tail Power — South Dakofa, Tariff, Section 13.04].

Transmission Cost
Recovery Rider

Recovers the cost of electric transmission. [Source: Otter Tail Power — South
Dakota, Tariff, Section 13.05].
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Pinnacle West Capital (PNW)

Arizona Public Service Company

Renewable Energy
Standard (RES)
Adjustment Charge

A component of the Environmental Benefits Surcharge that collects costs
associated with compliance to state renewable energy sfandards. Related
charges and caps may be modified periodically by the Commission. [Source:
Arizona Public Service, Tariff, Adjustment Schedule RES].

Environmentat
Improvement
Surcharge

Recovers costs associated with investment and expenses for environmental
improvements at Company generation facilities that the ACC has approved for
recovery. Improvements must have been Implemented on or after January 1,
2004, and include ongoing environmental improvement projects and
environmental improvement projects designed to comply with prospective
required environmental standards. [Source: Arizona Public Service, Tariff,
Adjustment Schedule EIS].

Demand Side
Management
Adjustment Charge

A component of the Environmental Benefits Charge that recovers costs related to
Commission approved demand side management programs above those costs
included in base rates. The Charge is collected on a monthly basis. [Source:
Arizona Public Service, Tariff, Adjustment Schedule DSMAC-1].

Power Supply
Adjustment (PSA)

Recovers costs associated with fuel and purchased power not otherwise in base
rates. [Source: Arizona Public Service, Tariff, Adjustment Schedule PSA-1; SNL
Financial].

Transmission Cost
Adjustment {TCA}

Provides flow through recovery of FERGC-approved transmission rate changes.
[Source: Arizona Public Service, Tariff, Adjustment Schedule TCA-1; SNL
Financial].

System Benefits
Adjustment Clause

Provides for recovery of prudent costs associated with system benefits programs.
[Source: SNL Financial].
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Portland General Electric Company (POR)

Portland General Electric Company

Regulatory
Adjustments

Refiects the effects of regulatory adjustments such as net gains from nonrecurring
property transactions, and costs associated with implementation of SB 1149 as
well as miscellaneous nonrecurring items. [Source: Poriland General, Tariff,
Schedule 105},

Muitnomah County
Business Income
Tax Recovery

Recovers from Customers in Multnomah County the Multnomah County Business
Income Tax {MCBIT) paid by the Company and to establish an associated
Automatic Adjustment Clause and balancing account. The Balancing Account wili
be malntalned to accrue any difference between the Company’s actual local
fncome tax liability and the amount collected from Customers under this Schedule.
Any over or under-collection reflected in this account will be considered when the
MCBIT Rate is established. The Balancing Account will accrue interest at the
Commission-authorized rate for deferred accounts. [Source: Portland General,
Tariff, Schedule 108].

Public Purpose
Charge

Designed to collect funds associated with activities mandated for the benefit of the
general public, such as energy conservation, new market transformation, new
renewable energy resources and new low-income weatherization. [Source:
Portland Genera, Tariff, Schedule 108].

Energy Efficiency
Customer Service

Designed to fund Company activilies associated with enabling customers to
achieve energy efficiency, including but not limited to project facilitation, technical
assistance, education and assistance to support programs administered by the
Energy Trust of Oregon. [Source: Portland General, Tariff, Schedule 110].

Energy Efficiency Designed to fund the acquisition of additional Energy Efficiency Measures for the

Funding Adjustment | benefit of the Company's customers, pursuant to the Oregon Renewable Energy
Act, through programs administered by the Energy Trust of Cregon. [Source:
Portiand General, Tariff, Schedule 109].

Renewable Recovers the revenue requirements of qualifying Company-owned or contracted

Resources new renewable energy resource projects {including associated transmission) not

Automatic otherwise included in rates. Additional new renewable projects may be

Adjustment Clause

incorporated into this schedule as they are placed in service. [Source: Poriland
General, Tariff, Schedule 122].

Sales Normalization
Adjustment (SNA) -
Decoupling

Establishes halancing accounts and rate adjustment mechanisms to track and
mitigate a portion of the transmission, distribution and fixed generation revenue
variations caused by variations in applicable Customer Energy usage. Reconciles
on a monthly basis, differences between

The monthly revenues resulting from applying distribution, fransmission and fixed
generation charges (Fixed Charge Energy Rate} to weather-normalized kWh
Energy sales, and

The Fixed Charge Revenues that would be collected by applying the Monthly

Fixed Charge per Customer and to the numbers of active Customers,
respectively, for each month. [Source: Portland General, Tariff, Schedule 123].

Annual Power Cost
Update

Rates are adjusted annually to account for changes in the Company's projected
Net Variable Power Costs. The rate adjustment will be based on the Adjusted
NVPC less the NVPC revenues that would occur at the NVPC prices determined
in the Company’s most recent general rale case applied to forecast loads used to
determine changes in Net Variable Power Costs. [Source: Portland General,
Tariff, Schedule 125].
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Annual Power Cost
Variance Mechanism

Recognizes in rates part of the difference between actual and forecasted Net
Variable Power Costs for a given year. The Company recovers 90% of the
Annual Power Cost Variance, subject to the earnings fest. {Source: Portland
General, Tariff, Schedule 126].

Demand Response
Cost Recovery
Mechanism

Recovers expenses associated with the implementalion and operation {on a pilot
basis) of an automated demand response program not otherwise included in
rates. Rate adjustments will commence on January 1, 2012. [Source: Portland
General, Tariff, Schedule 135].

Short-Term
Transition
Adjustment

Calculates the Short-Term Transition Adjustment to reflect the results of an
ongoing valuation under QAR 860-038-0140. The Short-Term Transition
Adjustment will reflect the difference between the Energy Charge(s) under the
Cost of Service option and the market price of power for the pericd of the
adjustment applied to the load shape of the applicable schedule. [Source:
Portiand General, Tariff, Schedule 128].

Long-Term
Transition Cost
Adjustment

Calculates the Long-Term Transition Adjusiment applicable o large non-
residential customers. Annually, changes in fixed generation revenues resulting
from either return to or depariure from cost of service pricing relative to the
Company’s most recent general rate case will be incorporated into the System
Usage Charges of the large non-residential rate schedules. {Source: Poriland
General, Tariff, Schedule 129].

Underground
Conversion Cost
Recovery

Recovers costs incurred by the Company to convert electric facilities from
overhead to underground from customers within the boundaries of the local
government requiring such conversion at the Company's expense. [Socurce:
Portland General, Tariff, Schedule 142).

Boardman Power
Plant Operating Life
Adjustment

Provides for recovery of the incremental revenue requirement effect of a
shortened operating life for PGE's Boardman plant. [Source: Poriland General,
Tariff, Schedule 145-1 through 145-3].
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Southern Company (SO)

Alabama Power Company

Adjustment for Designed to recover costs associated with:
Commercial s A generating facility that has been granted a certificate of convenience
gepftirf?ct:i:tzgl;\iew and necessity by the Alabama Public Service Commission (AL PSC),
Plant (Rate CNP) s A power purchase arrangement that has been granted a certificate of

convenience and necessity by the AL PSC, or

*  Compliance with environmental laws, regulations, or other such
mandates.
[Source: Alabama Power, Tariff, Rate CNPL

Energy Cost Provides the Company with a means to recover fuel costs, net purchased power
Recovery (ECR) costs, and hedging costs associated with fuel purchases. [Source: Alabama
Rate Power, Tariff, Rate ECR].
Energy Cost Captures the effects of energy losses along the service chain, as well as the effact

Recovery Rate
Differential Factors

of seasonal differentials associated with costs recovered under ECR (above).
{Source: Alabama Power, Tariff, Rate RDF].

Natural Bisaster
Reserve Rate Rider
{NDR)

Designed to adjust monthly billings to address the financial impact of operating
and maintenance (O&M) expenses atltributable to certain natural disasters.
[Source: Alabama Power, Tariff, Rate NDR],

Rate Stabilization
and Equalization

Lessens the impact, frequency and size of refail rate increase requests by
permitting the Company fo adjust its charges more readily to achieve the rate of

Factor (RSE) return authorized by the AL PSC. Charges are increased if projections for the
upcoming year show that the designated rate of return range will not be met, and
are decreased if projections show that the designated rate of return range will be
exceeded, [Source: Alabama Power, Taiiff, Rate RSE].

Tax Adjustment In the event of a change (increase or decrease) in the composite federal and state

income tax rate that is not accounted for in calculations used to establish the base
rates set forth in the Company’s current retall rate schedules, each electric service
bill will be increased or decreased by applying thereto an "Income Tax Adjustment
Percentage.” The Income Tax Adjustment Percentage shall capture the effect of
the change in the composite tax rate using the Company's original projection of iis
twelve (12} months ending operations for the subject rate year, as submitted fo
the Commissicn in the prier year. The Income Tax Adjustment Percentage shall
be applied to electric service bills as soon as practicable after such fax rate
change becomes effective and shall remain in effect until the Company's base
rates are adjusted to include the change in federal and/or state income tax rates.
[Source: Alabama Power, Tariff, Rate T}.

Georgia Power Company

Fuel Cost Recovery
Rider / Time of Use
Fuel Cost Recovery

Generally provides for the recovery of fuel and emissions costs associated with
wholly or partially company-owned generation, net cost of energy purchases and
other costs associated with the procurement of fuel. [Source: Georgia Power,
Tariff, Recovery Schedule FCR-22 and TOU-FCR-2].

Environmental
Compliance Cost
Recovery Rider

Recovers capital costs and O&M costs associated with governmént mandated
environmental costs. [Source: Georgia Power, Tariff, Recovery Schedule
ECCR-2}.
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Demand Side
Management
Residential (ESM-R)
Rider

Collects the projected program cosis approved and certified residential DSM
programs, as well as an additional sum amount for certified residential Demand
Side Management (DSM) programs. [Source: Georgia Power, Tariff, Recovery
Schedule DSM-R-3}.

Demand Side
Management
Commercial
(DSM-C) Rider

Collects the projected program costs for approved and certified commercial DSM
programs, as well as an additional sum amount for approved and certified
Commercial DSM programs. [Source: Georgia Power, Tariff, Recovery Schedule
DSM-C-2).

Nuclear Construction
Cost Recovery

Recovers the cost of financing associated with the consfruction of a nuclear
generating plant which has been cerlified by the Commission. The Georgia
Nuclear Financing Act and the Georgia PSC certification of Plant Vogtle Units 3
and 4 allows Georgia Power to recover financing costs for construction of the new
nuclear units during the construction period beginning in 2011. [Source: Georgia
Power, Tariff, Recovery Schedule NCCR-2].

Municipal Franchise
Fee

Provides recovery of municipal franchise fees from its customers. The recovery
fee is updated annually. [Source: Georgia Power, Tariff, Recovery Schedule
MFF-2].

l.ocal Tax
Adjustment

if any political subdivision of the state or any taxing district collects or receives
from the Company any payment whether in money, service, or cther thing of
value; (1} for or by reason of the use of the streets, alleys, or public places of the
political subdivision or taxing district, or (2) for or by reason of any license,
privilege, inspection, franchise tax, fee, charge, or other imposition, the aggregate
amount of such paymenis shall be billed insofar as practicable, pro rata to the
customers within such political subdivision, taxing district or part of either in which
such payments are applicable, allocated among such customers on the basis of
the revenue derived by the Company from each such cusiomer. [Source:
Georgia Power, Tariff, Recovery Schedule LT-1].

Alternative Rate
Plan

On December 21, 2010, the Georgia PSC approved the 2010 ARP. If at any time
during the term of the 2010 ARP, Georgia Power projects that refail earnings will
be below 10.25% for any calendar year, it may petition the Georgia PSC for the
implementation of an Interim Cost Recovery (ICR} tariff to adjust Georgia Power's
earnings back to a 10.25% retall ROE. In lieu of requesting implementation of an
ICR ftariff, or if the Georgia PSC chooses not {o implement the ICR, Georgia
Power may file a full rate case. [Sources: Southern Company, SEC Form 10-K
February 25, 2011; SNL Financiall.

Gulf Power Company

Cost Recovery
Clause — Fossil Fuel
and Purchased
Power

Guif Power files a rate clause request annually with the Florida Public Service
Commission (FPSC) to recover costs associated with changing efficiency, cost of
fossil fuel, and cost of purchased power. Revenues are adjusted for differences
between recoverable costs and amounts actually recovered in current rates
[Source: Gulf Power, Tariff, Rate Schedule CR].

Purchased Power
Capacity Cost
Recovery Clause

Recovers payments made by the Company for capacity, net of revenues received
by the Company for capacity sales. [Source: Gulf Power, Tariff, Rate Schedule
PPCC].

Energy Conservation
Cost Recovery

Gulf Power files a rate clause request annually with the FPSC to recover costs
associated with eneray conservation. Revenues are adjusted for differences
between recoverable costs and amounts actually recovered in rates. [Source:
Gulf Power, Tariff, Rate Schedule ECC].
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Tax Adjustment

Bills shall be increased to offset the applicable proportionate part of any taxes,
assessments, license fees or rentals against the Company's property imposed by
any Government Authority in excess of those in effect December 31, 1980, which
are assessed on the basis of poles, meters or customers or the price of or
revenues from electric energy or service sold or the volume of energy generated
or purchased for sale or sold. [Source: Gulf Power, Tariff, Section No, VI, Sheet
No. 8.37].

Environmental Cost
Recovery Clause

Recovers certain environmental investments and expenses that are not being
recovered through base rates. {Source: Gulf Power, Tariff, Rate Schedule ECR}.

Mississippi Power Company

Fuel Cost Recovery
Clause

Adjusts rates associated with any over/under collections associaled with ad
valorem taxes. {Source: Mississippi Power, Tariff, Rate Schedule ATA-1].

Energy Cost
Management Clause

Fuel cost recovery provisions are adjusted annually to reflect increases or
decreases in such cosis. Includes a true-up adjustment for any overfunder
collection in the twelve month period immediately preceding the calculation
month. [Source: Mississippi Power, Tariff, Rate Schedule FCR-1].

Performance
Evaluation Plan

Recovers budgeted transaction costs for entering forward or financial contracts
such as oplion premiums for both gas and electricily futures contracts and
budgeted gas {ransporiation and electricity fransmission necessary to meet
futures confract obligations for a twelve month period. Includes a true-up
adjustment for any overfunder collection in the twelve month period immediately
preceding the calcutalion month. [Source: Mississippi Power, Tariff, Rate
Schedule ECM-1].

Environmental
Compliance
Qverview Plan

Annually on or before November 15, a determination will be made as to whether
or not the Company’s revenues should be increased, decreased, or remain the
same. Based on a twelve month ending Projected Retall Return on Investment as
well as the Company’s Performance Rating and a Range of No Change. No
annual revenue adjustment may exceed 4.00%. [Source: Mississippi Power,
Tariff, Rate Schedule PEP-5].

System Restoration
Rider (SRR}

Approved environmental compliance costs are recovered through cost recovery
provisions. Within limits, these rates are adjusted fo reflect increases or
decreases in such costs as required. [Source: Mississippi Power, Tariff, Rate
Schedule ECO-1].

Ad Valorem Tax
Adjustment

Allows recovery of cosis associated with property damage caused by severe
storms. [Source: Mississippi Power, Tariff, Rate Schedule SRR].
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Westar Energy, Inc. (WR)

Northern and Southern Region

Environmental Cost
Recovery Rider
{ECRR)

Designed to recover annual capital investment-related revenue requirements that
are associated with Westar's Environmental Improvement Projects. The ECRR is
collected on a monthly basis and includes an annual true-up. [Source: Westar
Energy, Tariff, Schedule ECRR].

Fuel Charge / Retail
Energy Cost
Adjustment (RECA)

Includes costs incurred in production of electricity, as well as the Off-system Sales
Adjustment, which credits profits from wholesale sales to retail customers. The
RECA recovers differences in costs asscciated with the fuel costs {o produce
electricity, purchased power cost, emission allowance costs, and the off-system
sales adjustment, which credits profits from wholesale sales to retail customers.
[Source: Westar Energy, Tariff, Schedule RECA].

Transmission
Delivery Charge

Includes costs related to the construction and maintenance of Westar Energy's
transmission sysiem and the unbundiing of FERC-regulation transmission
charges. [Source: Westar Eneray, Tariff, Schedule TDC].

Property Tax
Surcharge

The Company shali collect or refund the difference between the actual property
tax and the amount approved in its most recent rate case in 2010, subject to
annual true-up. [Source: Westar Energy, Tariff, Schedule PTS].

Tax Adjusiment

Provides for the recovery of any franchise, cccupation, business, sales, license,
excise, privilege or similar taxes or charges imposed on the Company that are
based on the sale of electric service to customers, the amount of electric energy
sold to customers or the gross receipts or revenues to the Company. [Source:
Westar Energy, Tariff, Schedule TA].

Energy Efficiency
Rider

Designed to recover costs associated with Commission-approved energy
efficiency and demand response programs deferred but not recovered. The
Company accumulates and defers for future recovery costs related to its various
energy efficiency programs. The Company will amortize such costs over a one-
year period. The Company does not earn a return on this asset. [Sources:
Woestar Energy, Tariff, Schedule EER; SNL Financial].
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Operating Utility

CWIP in Rate Base?

Union Electric Company (Missouri)

Prohibited by law (§393.135)

American Electric Power Company, Inc,

(AEP)

AEP Texas Central Company (Texas)

Generally prohibited; utility must deinonstrate need
to maintain financial integrity; not permitted since
early 1990s

AEP Texas North (Texas)

Generally prohibited; utility must demonstrate need
to maintain financial integrity; not permitted since
carly 1990s

Appalachian Power Company (Virginia)

Permitted by law (§56-585.1) for certain generation
facilities; generally permitted by the State
Corporation Commission for facilities that will be
commercially operable within one year of the end
of the test year

Columbus Southern Power (Ohio)

Permitted by law (§4909.15) if the project is at
least 75 percent complete, non-poilution control
CWIP cannot exceed 10 percent of total rate base
excluding CWIP, pollution control CWIP can
account for an additional 10 percent of rate base

Indiana Michigan Power (Indiana)

Permitted by law (§8-1-2-6.8) for qualified
pollution contro! equipment

Indiana Michigan Power (Michigan)

Permitted by law (§460.6s) for certain generation
facilities exceeding $500 million

Kentucky Power Company (Kentucky)

Generally permitted

Kingsport Power Company (Tennessee)

Generally permitted

Ohio Power Company (Chio}

Permitted by law {§4909.15) if the project is at
Ieast 75 percent complete, non-poliution control
CWIP cannot exceed 10 percent of total rate base
excluding CWIP, pollution control CWIP can
account for an additional 10 percent of rate base

Public Service Company of Oklahoma
{Oklahoma)

Permitted by Corporation Commission rules
{165:35-38-3 and 165:35-38-4) for transmission
upgrades and capital expenditures to meet
environmental requirements; generally permitted
for facilities that will be placed in service within
six months of the end of the test year and on CWIP
associated with the replacement of, or
improvements to, existing plant

Southwestern Electric Power (Arkansas)

Generally prohibited

Southwestern Electric Power (Louisiana)

Permitted by Louisiana Public Service Commission
rule (Docket No. R-29712) for nuclear generation
facilities; otherwise, permitted on occasion
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Southwestern Electric Power (Texas)

Generally prohibited; utility must demonstrate need
to maintain financial integrity; not permitted since
early 1990s

Wheeling Power (West Virginia)

Generally permitted

Cleco Corporation (CNL)

Cleco Power LLC (Louisiana)

Permitted by Louisiana Public Service Commission
rule (Docket No. R-29712) for nuclear generation
facilities; otherwise, permitted on occasion

Edison Infernational (EIX)

Southern California Edison Co. (California)

Prohibited by law (Public Utilities Code §454.8)

Great Plains Energy Inc. (GXP)

Kansas City Power & Light Co. (Kansas)

Permitted by law (§66-128) for nuclear generation
facilities; otherwise, generally permitted

Kansas City Power & Light Co, (Missouri)

Prohibited by law {§393.135)

KCP&I. Greater Missouri Operations Co,
(Missouri)

Prohibited by law (§393.135)

IDACORP, Inc. (IDA)

Idaho Power Company (Idaho)

Prohibited by faw (§61-502A) unless the public
interest will be served by the inclusion of CWIP in
rate base

Idaho Power Company {Oregon)

Prohibited by law (§757.355)

Integrys Energy Group, Inc.

Upper Peninsula Power Company (Michigan)

Permitted by law (§460.6s) for certain generation
facilities exceeding $500 million

Wisconsin Public Service Corp. (Michigan)

Permitted by law (§460.6s) for certain generation
facilities exceeding $500 million

Wisconsin Public Service Corp. (Wisconsin)

Prohibited; but the Public Service Commission of
Wisconsin typically allows for a cash return on 50
percent of CWIP through an adder to the return on
rate base

Otter Tail Corporation (OTTR)

Otter Taii Power Co. (Minnesota)

Permitted by law (§216B.16, §216B.683, and
§216B.1645) for mercury emissions reduction
projects, certain other emissions reductions
projects, certain renewable energy projects, and
certain fransmission projects

Otter Tail Power Co. (North Dakota)

Permitted by law (§49-05-04,2, §49-05-04.3, and
§49-06-02) for transmission projects, federally-
mandated environmental compliance projects, and
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for new and existing generation facilities that use
North Dakota lignite

Otter Tail Power Co. (South Dakota)

Permitted by law (§49-34A-98) for environmental
compliance and transmission projects, but never
permitted by the South Dakota Public Utilities
Commission; otherwise generally prohibited

Pinnacle West Capital Corp. (PNW)

Arizona Public Service Co, (Arizona)

Generally prohibited

Portland General Electric Co. (POR)
(Oregon)

Prohibited by law (§757.355)

Scuthern Company (SO)

Alabama Power Company (Alabama)

Generally prohibited

Georgia Power Company (Georgia)

Permitted by law (§46-2-25) for nuclear generation
facilities; otherwise, generally prohibited

Gulf Power Company (Florida)

Permitted by law (§366.93) for nuclear and
integrated gasification combined-cycle generation
facilities

Mississippi Power Company (Mississippi)

Permitted by law (§77-3-103 and §77-3-105) for
coal-fired generation facilities greater than 300
MW and nuclear generation facilities greater than
800 MW; otherwise, generally prohibited

Westar Energy, Inc. (WR)

Northern & Southern Region (Kansas)

Permitted by law (§66-128) for nuclear generation
facilities; otherwise, generally permitted

Sources: SNL Financial, State Commission Summaries, accessed January 2012; Regulatory
Research Associates, Special Report, Construction Work in Progress, April 7, 2009; and
Regulatory Research Associates, Special Report, Pre-Approval of Regulated Utility Generation

Investment, May 13, 2010.
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Operating Utility

Interim Rates Allowed?

Union Electric Company (Missouri)

Permitted if utility demonstrates an emergency;
rarely requested or authorized

American Electric Power Company, Ine.

(AEP)

AEP Texas Central Company (Texas)

Permitted if the Commission has failed to make a
final determination before the 151 day after the
date the rate change would otherwise be effective
{Sec 36.110)

AEP Texas Notth (Texas)

Permiited ifthe Commission has failed to make a
final determination before the 151 day after the
date the rate change would otherwise be effective
(Sec 36.110)

Appalachian Power Company {Virginia)

Permitted in the context of prolonged fuel,
purchased power, and other rate mechanism
proceedings

Columbus Southern Power (Ohio)

Permitted if utility demonstrates a financial
emergency

Indiana Michigan Power (Indiana)

Permitted if utility demonstrates a financial
emergency; rarely requested or authorized;

Indiana Michigan Power (Michigan)

Permitted 180 days after filing, if utility utilizes
historical test year; prohibited if utility utilizes
forccasted test year until beginning of test year

Kentucky Power Company (Kentucky)

Permitted if utility demonstrates material
impairment to credit profile or operations; rarely
requested or authorized

Kingsport Power Company (Tennessee)

Permitted if utility demonstrates a financial
emergency; rarely requested or authorized

Ohio Power Company (Ohio)

Permitted if utility demonstrates a financial
clmergency

Public Service Company of Oklahoma
{Oklahoma)

Permitted at Corporation Commission’s discretion;
rarely requested

Southwestern Electric Power (Arkansas)

Permitted for the recovery of government-required
health, safety, and environmental expenditures if
utility demonstrates immediate need; rarely
requested or authorized

Southwestern Electric Power (I.ouisiana)

Permitted; rarely requested

Southwestern Electric Power (Texas)

Permitted if the Commission has failed to make a
final determination before the 151° day afier the
date the rate change would otherwise be effective
{Sec 36.110)

Wheeling Power (West Virginia)

Permitted; rarely requested
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Cleco Corporation (CNL)

Cleco Power LLC (Louisiana)

Permitted; rarely requested

Edison International (EIX)

Southern California Edison Co, (California)

Permitted; rarely requested

Great Plains Energy Inc., (GXP)

Kansas City Power & Light Co. (Kansas)

Permitted; rarely requested

Kansas City Power & Light Co. (Missouri)

Permitted if utility demonstrates an emergency;
rarely requested or authorized

KCP&L Greater Missouri Operations Co.
(Missouri)

Permitted if utility demonstrates an emergency;
rarely requested or authorized

IDACORP, Inc. (IDA)

Idaho Power Company (Idaho)

Permitted if utility demonstrates a financial
emergency or immediate need; rarely requested

Idaho Power Company (Oregon)

Permitted if utility is under severe financial stress

Integrys Energy Group, Inc.

Upper Peninsula Power Company (Michigan)

Permitted 180 days after filing, if utility utilizes
historical test year; prohibited if utility utilizes
forecasted test year until beginning of test year

Wisconsin Public Service Corp. (Michigan)

Permitted 180 days after filing, if utility utilizes
historical test year; prohibited if utility utilizes
forecasted test year until beginning of test year

Wisconsin Public Service Corp. (Wisconsin)

Permitted; rarely requested

Otter Tail Corporation (OTTR)

Ofter Tail Power Co. (Minnesota)

Permitted 60 days after filing; frequently
authorized

Otter Tail Power Co, (North Dakota)

Permitted within 60 days of filing; frequently
authorized

Otter Tail Power Co. (South Dakota)

Permitted if South Dakota Public Utilities
Commission does not issue a decision within six
months of a utility’s filing

Pinnacle West Capital Corp. (PNW)

Arizona Public Service Co. (Arizona)

Permiited if utility demonstrates a financial
emergency

Portland General Electric Co. (POR)

Permitted if utility is under severe financial stress

(Oregon)

Southern Company (80)

Permitted if utility demonstrates a financial

Alabama Power Company (Alabama)
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CMECTEENTY

Georgia Power Company (Georgia)

Permitted; rarely requested

Gulf Power Company (Florida)

Permitted; frequently authorized

Mississippi Power Company (Mississippi)

Permitted; rarely requested

Westar Energy, Inc. (WR)

Northern & Southern Region (Kansas)

Permitted; rarely requested

Source: SNL Financial, State Commission Summaries, accessed January 2012,
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Operating Utility

Test Year

Union Electric Company (Missouri)

Historic with known and measurable changes

American Electric Power Company, Inc.
(AEP)

AEP Texas Central Company (Texas)

Historic with certain post-test year plant
additions and retirements

AEP Texas North (Texas)

Historic with certain post-test year plant
additions and retirements

Appalachian Power Company (Virginia)

Historic with known and measurable changes

Columbus Southern Power {Ohio)

Partially forecasted

Indiana Michigan Power (Indiana)

Historic with known and measurable changes

Indiana Michigan Power (Michigan)

Fotecasted

Kentucky Power Company (Kentucky)

Historic with known and measurable changes;
or forecasted test year permifted by statute

Kingsport Power Company {Tennessee)

Forecasted

Ohio Power Company (OChio)

Partially forecasted

Public Service Company of Oklahoma
{Oklahoma)

Historic with known and measurable changes

Southwestern Electric Power (Arkansas)

Historic with known and measurable changes;
or partially forecasted

Southwestern Electric Power (Louisiana)

Historic

Southwestern Electric Power (Texas)

Historic with adjustments for certain post-test
year plant additions and retirements

Wheeling Power (West Virginia)

Historic with known and measurable changes

Cleco Corporation (CNL)

Cleco Power LLC (Louisiana) Historic
Edison International (EIX)
Southern California Edison Co. (California) Forecasted

Great Plains Energy Ine. (GXP)

Kansas City Power & Light Co. (Kansas)

Historic with known and measurable changes

Kansas City Power & Light Co. (Missouri)

Historic with known and measurable changes

KCP&L Greater Missouri Operations Co.
(Missouri)

Historic with known and measurable changes

IDACORP, Inc, (IDA)

Idaho Power Company (Idaho)

Historic with known and measurable changes;
or partially forecasted

Idaho Power Company (Oregon)

Partially or fully forecasted

Integrys Energy Group, Inc.
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Upper Peninsula Power Company (Michigan) | Forecasted
Wisconsin Public Service Corp. (Michigan) Forecasted
Wisconsin Public Service Corp. (Wisconsin) Forecasted
Otter Tail Corporation (OTTR)

Otier Tail Power Co. (Minnesota) Forecasted

Otter Tail Power Co. (North Dakota)

Historic, partially forecasted, or fully
forecasted

Otter Tail Power Co. (South Dakota)

Historic with known and measurable changes

Pinnacle West Capital Corp. (PNW)

Arizona Public Service Co. (Arizona)

Historic with known and measurable changes

Portland General Electric Co. (POR)
(Oregon)

Partially or fully forecasted

Southern Company (SQ)

Alabama Power Company (Alabama)

Histotic with known and measurable changes;
or forecasted under rate stabilization and
equalization plans

Georgia Power Company {Georgia) Forecasted
Gulf Power Company (Florida) Partially or fully forecasted
Mississippi Power Company (Mississippi) Forecasted

Westar Energy, Inc. (WR)

Northern & Southern Region {Kansas)

Historic with known and measurable changes

Source: SNL Financial, State Commission Summaries, accessed January 2012.
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