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Compton-Bhattacharya/1

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

A. My name is George R. Compton. | am a Senior Economist in the Energy —
Rates, Finance, and Audit section of the Public Utility Commission of Oregon.
My business address is 3930 Fairview Industrial Dr. SE, Salem, Oregon 97308-
1088.

My name is Suparna Bhattacharya. | am a utility Economist in the Energy —

Rates, Finance, and Audit section of the Public Utility Commission of Oregon.
My business address is 3930 Fairview Industrial Dr. SE, Salem, Oregon 97308-
1088.

©

Have you filed opening testimony in this proceeding?
A. Yes, we filed opening testimony Exhibit 700 and Exhibit 800; our qualification
statements are provided in Exhibit Staff/ 701 and Exhibit Staff/801.

©

What is the purpose of this testimony?

A. In this testimony we respond to the Energy-Efficiency (EE) and Marginal-Cost-
of-Service and related rate spread issues that are addressed on behalf of the
Citizens’ Utility Board of Oregon (CUB) by Bob Jenks and Jaime McGovern in
their joint Opening Testimony, Exhibit CUB/100.*

CUB’s Proposal to Re-Allocate Energy Costs from
Residential to Industrial Customers: Introduction

Q. Have you reviewed Section IV labeled “Energy Efficiency and Marginal
Cost of Service,” and Section V, labeled “Overcoming the Cap on Industrial
EE” of CUB’s Opening Testimony?

A. Yes.

Y “IV. Energy Efficiency and Marginal Cost of Service,” CUB/100, Jenks-McGovern/20. Related is
“V. Overcoming the Cap on Industrial EE,” CUB/100, Jenks-McGovern/37.

UE 283
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Q.

Compton-Bhattacharya/2

What are the primary concerns expressed by CUB in Sections IV and V of
their testimony?

The two primary concerns are: 1) a legal cap placed upon energy efficiency
(EE) projects conducted by the ETO (Energy Trust of Oregon) for PGE'’s
industrial customers is being reached, thereby compromising best-cost-
efficiency opportunities;? 2) ETO contributions from the residential class far
outstrip the project funding directed back to that class.® A prime source of
these concerns is the fact that “SB 838 allowed additional funding for EE, but
put a cap on the amount of funding that a utility could receive from customers

with loads of more than 1aMW.”*

The industrial EE project cap is generally
viewed as the quid pro quo of the cap placed on the funding paid out by those
large customers. Limits placed on EE funding by large industrial customers are
supposed to translate to limitations placed on the “direct benefits” which those
customers receive from EE.

What is the primary mechanism that CUB suggests for dealing with these
concerns?

CUB suggests including energy efficiency within the marginal cost of service.
They introduce a methodology that would credit the residential class for its full
ETO contributions by way of a reduced energy cost allocation that would be
offset by an increased allocation to industrial customers.®

How, in CUB’s estimation, would altering the energy cost allocation

resolve the concerns identified above?

A. In CUB’s view, shifting a significant portion of the revenue requirement from

residential customers to industrial customers corrects the inequity of residential
ratepayers’ funding, through the ETO, more industrial energy efficiency projects

than residential projects.® Also, CUB believes that increasing the industrial

> See CUB/100, Jenks-McGovern/37, Section V.
% See CUB/100, Jenks-McGovern/28, lines 14-20.
* See CUB/100, Jenks-McGovern/42, lines 14-16. SB 838 and its implications are discussed in

some detail later in this testimony.

® This is the subject of Section IV. of CUB’s testimony (CUB/100, Jenks-McGovern/20-37).
® See CUB/100, Jenks-McGovern/39, lines 10-20.

UE 283
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Compton-Bhattacharya/3

revenue requirement would neutralize the prohibition against “direct benefits”
that industrial customers would derive from the added EE made possible by SB
838.” Eliminating net benefits would render moot the basis of the cap placed
by SB 838 on the funding of any industrial EE projects possibly attributable to

the added revenues collected under SB 838.

. Do you agree with how CUB would resolve their concerns in this general

rate case? If not, why not?

. While Staff is sympathetic to both issues CUB is addressing, we do not agree--

for two primary reasons. First, we believe CUB’s approach may violate SB
838, which in Staff's estimation places both a cap on charges for energy
efficiency funding that can be assessed to industrial customers larger than 1
aMW and limits the amount of ETO funding that can be directed to EE projects
for those same customers. The CUB approach would allow a portion of the
additional Energy Trust funding provided by residential customers under SB
838 to benefit the specific individual industrial customers, including customers
over 1 aMW, who participate in ETO-funded projects. At the same time, all
industrial customers would receive a rate increase due to the cost allocations
shift away from residential customers. Both outcomes appear to be in conflict
with SB 838.

Second, we do not believe, given the PGE resource supply and cost
structure, that EE/conservation (ETO funded or otherwise) constitutes a

marginal cost resource for the purpose of rate case cost allocations and pricing.

|. Energy Efficiency as a Marginal Cost Resource

. What is the basis for CUB’s assertion that energy efficiency is a marginal

cost resource?

A. They say, “for Oregon residential customers, EE [energy efficiency] has been

the primary resource added to meet growth. Therefore, as the go-to resource,

" See CUB/100, Jenks-McGovern/36, lines 2-6; and Jenks-McGovern/38, lines 13-23 through

Jenks-McGovern/39, lines 1-9.

UE 283
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Compton-Bhattacharya/4

EE must be included in the modeling of energy marginal costs.”® CUB also
shows EE comprising 20% of PGE’s 2025 “projected cumulative new
resources,” with base-load gas only comprising 51%.°

Do you consider EE as a marginal cost resource?

No. EE is a system resource that is comparable to conventional generation
resources in the sense that EE can supplant or be a substitute for the latter.
But that comparability does not make EE a marginal cost resource. A marginal
cost resource is one whose level is adjusted up or down to meet changes in
electricity use. While EE has taken place and in the future will continue to take
place in the presence of load growth, and while the presence of EE allows PGE
to install less gas capacity than otherwise, load growth, per se, does not cause
EE to occur at the high level that is being projected.

Conservation/EE is acquired to the extent money is available to fund Energy
Trust activities. An increase or decrease in loads does not cause an increase or
decrease in EE in order to meet that increase or decrease. Given PGE'’s
resource supply mix and cost structure, the overriding consequence of PGE
adjusting future growth projections would be to alter the megawatts of thermal
capability connected with the 51% gas plant figure noted above.°

It is true that were there no growth in loads or no need to replace plant that is
retired due to age or obsolescence, there would be less value in conservation
because no new plant or other capacity investment would be avoided due to
the improved energy efficiency.

Earlier you made the connection between having a marginal cost

resource and pricing. Would you please elaborate?

8 See CUB/100, Jenks-McGovern/20, lines 17-20.
° See CUB/100, Jenks-McGovern/32.
191§, for example, PGE were to elevate its 2030 growth needs by 100 aMW (gross of conservation),

the expected added capacity expansion would be nearly 75 aMW of thermal, and nearly 25
aMW of renewable resources, with the only aMW of EE being what was funded by the extra
ETO revenues generated by the added gross revenues associated with the added 100 aMW of
load.

UE 283
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Compton-Bhattacharya/5

In their Reply Testimony explaining how “CUB’s proposal go[es] beyond
traditional marginal cost analysis,” PGE’s Jay Tinker and Christopher Liddle say
the following (with my addition in brackets):

Marginal cost analysis is aimed at determining the cost of
generating an additional increment of output (marginal
generation capacity and marginal energy costs) to meet an
increment of load, so that prices can lead to efficient
consumption decisions by consumers. Energy efficiency is
not a traditional capacity or energy resource [in the sense
that it is adjusted upwards or downwards in the presence of
conventional increases or decreases in electricity demand].**

An economic ideal is to have electricity prices reflect marginal energy and
capacity costs. It has long been Oregon’s regulatory policy to allocate costs in
a manner in keeping with that economic ideal—hence the use of what are
effectively marginal costs for the purpose of allocating costs among customer
schedules rather than using, solely, embedded/average costs.

Conservation should be part of any analysis to supply electricity at least cost.
However, cost effective conservation should be acquired regardless of load
growth and from that standpoint is not a resource that is added primarily if there
is additional electricity use or a requirement to replace fully depreciated plant

with expensive new plant.

Il. CUB’s Proposal is of Dubious Legality

Earlier in this testimony you mentioned CUB’s complaint that “ETO
contributions by the residential class far outstrip the project funding
directed back to that class,” and that, according to CUB, this inequity
should be rectified by “shifting a significant portion of the revenue
requirement from residential customers to industrial customers” via the
marginal cost study. What is CUB’s cost re-allocation mechanism by

which that objective would be accomplished?

1 See PGE/1600, Tinker-Liddle/26, lines 11-15.

UE 283
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Compton-Bhattacharya/6

A. CUB’s approach is to not base the different rate schedules’ energy cost

O

Q.

allocations on the shares of energy consumed by each schedule but rather on
what those shares would be if subtracted from each schedules’ consumption
was an amount of aMW of conservation that was secured by that schedule’s
ETO contributions—regardless of where the ETO projects were actually
targeted. Based upon the previously mentioned 20% “contribution” towards

"12 the total secured conservation figure used by

‘cumulative new resources,
CUB is 20% of the load projected for cost allocations purposes. Each customer
schedule would have its allocated load reduced by the portion of that 20% that
it funded, i.e., without regard for what schedules actually had their loads
reduced by the ETO-funded conservation projects.*® This way, for example, if
the residential class funded half of the ETO projects, it would have its load
reduced for marginal cost allocations purposes by the entire amount of aMW

that were avoided by half the projects even if the entire ETO funding was

dedicated to projects that actually reduced large industrial loads and nothing
went to reducing residential loads.

For customer schedules to reap the benefits of what they paid for sounds
eminently reasonable. What could be wrong with that?

As stated in the introductory segment of this testimony, Staff has legal
concerns regarding CUB’s approach.

Would you please provide some background on the legal issues?

The 2007 legislature adopted SB 838. It authorized, for all but the largest
customers, public purpose charges beyond the standard 3% level that was
introduced by SB 1149. To avoid inequities caused by the larger customers’
not sharing in the increased ETO burden, SB 838 declares that those
customers should not benefit from projects bankrolled by the added funding
coming from the other customer schedules.

What is the precise SB 838 text to which you refer?

> See CUB/100, Jenks-McGovern/32.
3 CUB describes this methodology at CUB/100, Jenks-McGovern/31-34.

UE 283
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A.

Compton-Bhattacharya/7

It is as follows:

(2) The commission shall ensure that a [added emphasis] retail electricity
customer [singular, added emphasis] with a load greater than one average
megawatt:

(a) Is not required to pay an amount that is more than three percent of the
consumer’s total cost of electricity service for the public purpose charge
under ORS 77.612 and any amounts included in rates under this section;
and

(b) Does not receive any direct benefit from energy conservation
measures if the costs of the measures are included in rates under this
section.

Q. Attempting to make straightforward interpretations of the above

language, how might you question the legality of the CUB proposal which
you have just described?
First, the CUB plan does nothing to limit the benefits received individually from
large industrial customers who are fortunate to receive EE funding from the
ETO for projects specific to those customers. In fact, CUB lauds its proposal
for its ability to, in its estimation, get around the direct-benefit provision of (2)(b)
by virtue of its causing industrial customers to experience a rate increase that
would offset the benefits those customers receive from the EE projects.* But,
obviously, the EE projects won'’t be spread uniformly across the industrial class.
Some industrial customers will benefit far more than would be offset by the rate
increase they would share with all of the industrial class. Staff concludes that
CUB’s approach will allow continued EE funding to large industrial customers,
which would violate the (2)(b) prohibition against a large customer receiving a
direct benefit (via a dedicated ETO EE project) from the additional EE funding
made possible by SB 838.

Second, the added industrial rate increase perpetrated under the CUB

proposal is inconsistent with (2)(a) of SB 838, which prohibits a large customer

* The industrial rate increase makes possible the residential rate decrease, which in turn

compensates the latter customers for their added ETO funding, most of which ostensibly would
be going into the industrial EE projects. See CUB/100, Jenks-McGovern/41, line 18 to Jenks-
McGovern/42 (“Section E. Implementing CUB’s Proposed Marginal Cost Study Will Allow
Residential And Small business Customers To Purchase All The Cheap EE Available From
Industrial Customers Because Residential And Small Business Customers Will Get Credit For
That Purchase”).

UE 283
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Compton-Bhattacharya/8

(whether or not it participates in any ETO EE projects) from having to pay

more than the three percent standard for, or in behalf of, “the public purpose.”

. You just referred to the “prohibition against a large customer receiving a

direct benefit (via a dedicated ETO EE project) from the additional EE
funding made possible by SB 838” Doesn’t CUB propose to get around
that stricture by imposing a separate definition of “direct benefit’—i.e., by
asking “the Commission [to] recognize that the direct benefit of EE is
lower power costs, and not the receiving of incentive payments” for EE
projects. CUB continues, “then the proper way to implement the SB 838
cap would be to place the cap on the receipt of direct benefits [as just
defined by CUB] and not on the receipt of incentive payments through EE
programs aimed at a customer class [in our case the large industrial
customers]. This could be done by implementing the marginal cost/cost
allocation approach advocated for by CUB.”*> Please respond.

Preceding your citation was the sentence, “The direct benefit to all customers
(industrial and non-industrial alike) is the lower cost associated with energy
efficiency.”*® Staff agrees that all customers benefit on a systems basis from
cost-effective EE. But even if the CUB-defined direct benefits to large industrial
customers are precisely offset by their proposed rate increase’’, there remain
the benefits which some customers receive directly from the ETO-funded EE
projects dedicated to them. Are we supposed to refer to these latter benefits as
“indirect benefits”? | would say that it makes more sense to refer to these latter
as the “direct benefits,” with the system benefits that all customers receive from
the specific EE projects labeled as the “indirect benefits.” But the point is that
however one chooses to label the benefits that the target customers receive
from the EE projects, they are benefits indeed. In saying that the large

customers are “not [to] receive any direct benefit from [the designated]

> See CUB/100, Jenks-McGovern/38, lines 21-23 through Jenks-McGovern/39, lines 1-3.

'° See CUB/100, Jenks-McGovern/38, lines 19-20.

" As a technical matter | did not see where CUB actually measured the system benefit from EE in
terms of reduced power costs to large industrial customers so that they could be offset by some
rate increase to those customers.

UE 283
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Compton-Bhattacharya/9

conservation measures,” clause (2)(b) should not be held hostage to a
semantic distinction as to what constitutes a direct benefit versus what

constitutes an indirect benefit.

Q. Have you prepared a simplified numerical example that captures the

essence of the CUB approach and illustrates how the cited passages

from SB 838 would be violated by its adoption?

A. Yes | have. The following shows ETO-funded conservation reducing loads by

20%. For illustrative purposes, and in keeping with the presumption that the
funding of industrial EE is more cost-beneficial than funding residential EE, the
entire load reduction occurs with the industrial class, although the large bulk of
the ETO funding comes from the residential class. As seen below, the CUB
approach adjusts loads for allocations purposes in order to reflect differences in
ETO funding between the customer classes.

, Hypothetical Loads Absent ETO-Funded Conservation

Customer Class Hypothetical Load
Residential 700 aMw
Industrial 500 aMW
Total 1,200 aMW

Achieved Loads and Conventional Energy Cost Allocations

Customer Class Actual Load Share of Energy Costs
Residential 700 aMW 70%
Industrial 300 aMW (1) 30%
Total 1,000 aMW 100%

CUB'’S Alternative Energy Cost Allocation Approach

Customer Class Adjusted Load Share of Energy Costs
Residential 520 aMW (3) 65%
Industrial 280 aMW 35%
Total 800 aMW (2) 100%

(1) In this example, all of the ETO-funded EE goes to the Industrial Class (reducing the load
from 500 aMW to 300 aMW). For illustration purposes, the level of EE is exaggerated.

(2) The adjusted total load is reduced by 20% from the projected actual load as justified by
CUB above in this testimony.

(3) The Residential Class receives a much larger load reduction adjustment (from 700 aMW
down to 520 aMW) due to having contributed proportionately more to the ETO funding

UE 283



© 00 N o0, wWNE

N NN N NNDNRRRRR R R R B
o o A W N P O O 0N O O D WO N B O

Docket UE 283 Staff/1300

L®)

Compton-Bhattacharya/10

pool than, by assumption, did the Industrial Class. This same disparity in ETO
contributions is shown in Jenks-McGovern’s Table 7*%, where, for example, Residential
Schedule 7 is shown (in the first numerical column) as having only slightly more than 7
times the load of Industrial Schedule 89, but benefits from some 34 times the energy
allocation offset (column 3) due to, ostensibly, having made 34 times Schedule 89’s ETO
contribution.

What we see from this example is that the relative generosity of the Residential
Class in supporting “outsized” ETO-funded industrial EE causes the Industrial
Class to experience a rate increase in the sense that it would bear energy costs
(at 35%) that are above its proportion of energy consumption (at 30%). That
rate increase will apply to all the industrial customers—not just to those who

benefit directly from the ETO-funded conservation projects.

. What does Staff conclude from your numerical illustration?

Funding additional EE for industrial customers, including customers over 1
aMW, and increasing the rates for these customers are contrary to a plain
reading of SB 838.

. Having rejected the CUB approach, how would Staff eliminate the

concerns about industrial customers receiving outsized EE benefits
compared to their ETO contributions?

“Fairness” holds that since all customers benefit equally from system benefits
obtained from ETO-funded EE, all customers should contribute equally.*® The
obvious legal remedy to achieve this would be to repeal, or dramatically revise,
SB 838 so that all customers would indeed contribute equally. Also implied in
statements by CUB is that the public purpose charge should be applied just to
the energy portion of customers’ bills, not to the entire portion.”° Residential

customers bear a differentially greater burden due to their disproportionately

'® See CUB/100, Jenks-McGovern/34.
¥ As CUB has said, “[t]he direct benefit of any EE investment is the benefit of a system that

functions at a lower cost and functions more efficiently. [All] Customers benefit from EE
because it lowers the costs of the utility and puts downward pressure on rates. Large
customers benefit for the same reason as all customers.” CUB/100, Jenks-McGovern/41, lines
10-13.

2 gee CUB/100, Jenks-McGovern/26, lines 10-20.

UE 283
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greater distribution costs compared to what are incurred by large industrial

customers.

Does this conclude your rebuttal testimony?
Yes.

UE 283



CASE: UE 283
WITNESS: MATT MULDOON

PUBLIC UTILITY COMMISSION
OF
OREGON

STAFF EXHIBIT 1400

Return on Equity (ROE)

August 13, 2014



10

11

12

13

14

15

16

17

18

19

20

Docket UE 283 Staff/1400

Muldoon/1

Please state your name, occupation, and business address.

My name is Matt Muldoon. My business address is 3930 Fairview Industrial
Dr. SE, Salem, Oregon 97302-1166.

Are you the same Matt Muldoon that offered direct testimony on behalf
of Staff?

Yes and my Witness Qualification Statement is found in Exhibit Staff/201,

Muldoon/1.

Q. What is the purpose of your testimony?

The purpose of my testimony is to address PGE’s criticisms that the Staff

analysis:

e Has “technical errors” that bias its results downward,*

e “Does not consider information from models other than the multi-stage
DCF model, and consequently ignores information from current market
conditions,”?

e Fails to take into account that PGE has more risk than other utilities, and

e Does not include utilities subject to generation-incentive regulation in
national average of ROEs used as a reasonableness check on Staff's
modeling results.

Did you prepare exhibits in support of this testimony?

Yes. Please see Exhibits Staff/1401-1408.

1

2

PGE/2000, Villadsen/3-4.

PGE/2000, Villadsen/2-3. See also PGE/2000, Villadsen/6 (“Staff testimony relies exclusively
on multi-stage DCF models.”)
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Muldoon/2
Q. How is your testimony organized?
A. My testimony is organized as follows:
Issue 1 — Informed Staff Analysis ........cccceeeeeeieeenn. page 2
Issue 2 — PGE Allegations .........ooeeeeiiieeieeeeeeeeeeeeeeee page 8
Issue 3 —ICNU’s Analysis ...........ccccccciiiiiiiieeeeiiiiinnnnnnn. page 20
Issue 4 — Common Equity Flotation Costs ................ page 23
CONCIUSION oottt page 25

Staff Exhibits:
Staff / 1401 — Update of Staff’s Value Line (VL) Dividends
Staff / 1402 — Update of Staff's VL Earnings per Share (EPS)

Staff / 1403 — Total U.S. Population Trend
U.S. Department of Commerce Census Bureau
Accessed via St. Louis Federal Reserve FRED system

Staff / 1404 — “America’s Lost Ooomph —
Why Its Long-Term Growth Rate Has Slowed”
The Economist, July 2014

Staff / 1405 — Value Line (VL) Reports

Staff / 1406 — Spreads Over U.S. Treasuries for A vs. B Ratings
Bloomberg CRVF Function Plot as of July 3, 2014

Staff / 1407 — Electric Utilities Get No Jolt Despite Improving
Economy, Electricity Sales Anemic for Seventh Year in
a Row by Rebecca Smith — WSJ — Jul. 28, 2014

Staff / 1408 — PGE Earnings Conference Call Second Quarter 2014,
Selection of Slides of July 29, 2014 Pertaining to CAPX

Issue 1 — Informed Staff Analysis

Q. Do you agree that Staff did not take into account information from

other models?



10

11

12

13

14

15

16

17

18

19

Docket UE 283 Staff/1400
Muldoon/3

A. No. Staff performed a constant-growth DCF model analysis using the
Company’s inputs and methods and performed a rough equity risk premium
analysis relying on an approach discussed by Professor Roger Ibbotson of the
Yale School of Management in Rethinking the Equity Risk Premium. 3

Q. Do you agree that Staff did not consider information from current
market conditions?

A. No. Staff’s analysis includes analysis of the current economic climate and its
impact on Staff's estimates of long-term growth.* In addition to the inputs into
its DCF models based on current stock prices, Staff:

e Describes two material economic conditions changes since PGE’s last
general rate case: investors’ expectations of inflation dropped 15 basis
points, and the U.S. Social Security Administration (SSA) projections of
lower population growth and no delayed productivity surge after the 2008
great recession,’

e Cites to current analysis from the Energy Information Administration of the
Department of Energy (EIA) regarding forecasted GDP growth rates and
forecasted growth in electricity delivery,® and

e Discusses an April 2014 Standard and Poor’s (S&P) GICS Scorecard on

whether utilities are becoming a larger part of the U.S. economy.

3 Staff/200, Muldoon/24-25.
4 Staff/200, Muldoon/12-17.
> Staff/200, Muldoon/14-16.
® Staff/200, Muldoon/16-18.
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Muldoon/4

Did Staff develop its recommendations while informed by authorized
ROEs in other parts of the country?

Yes. Staff also analyzed recently authorized ROEs across the nation and
performed a rough equity risk premium analysis based on PGE’s current stock
price.’

Do you agree that Staff’s multi-stage DCF analysis has technical
errors?

| do not. The “technical errors” that PGE identifies are not mistakes in Staff's
analysis but are methodological choices with which PGE disagrees. In order
to respond to PGE’s criticisms, Staff will briefly describe Staff’s analysis and
then address PGE’s assertions.

Did Staff use robust and proven analytical methodologies?

Yes. Staff performed two different multi-stage DCF models, a “30-Year Three
Stage Discounted Dividend Model with Terminal Valuation based on Growing
Perpetuity” (Model X) and a “30 Year Three-Stage Discounted Dividend Model
with Terminal Valuation based on P/E Ratio” (Model Y), using a cohort of proxy
companies obtained using seven criteria (screens).

Briefly describe this modeling again.

For the first stage of the model, Staff estimated growth for each proxy company
using Value Line. For the second stage of the model (years 6-10), Staff

transitioned gradually from the Value Line forecast to the rate of long-term

7

Staff/200, Muldoon/18-20.
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Muldoon/5

growth. For the third stage of the model, Staff used three different estimates of
long-term growth in the Gross Domestic Product (GDP).

As the growth rate is pivotal in this case, please describe what long-
term growth rates Staff relied on.

The lowest estimate of long-term GDP growth, 5.02 percent, is a weighted
average of historic GDP and forecasts from three federal sources. Fifty-
percent weight is applied to the aggregate estimates of long-term GDP by the
U.S. Energy Information Administration (EIA), the Office of Management and
Budget (OMB), and the Congressional Budget Office (CBO), with each federal
source receiving one-third of the 50 percent weight. The remaining 50 percent
is the average annual historical real GDP growth rate, established with a
regression analysis, for the period 1980 through 2013, to which Staff applied

the TIPs inflation forecast.®

Q. What is Staff’s second growth rate?

Staff’s second long-term growth rate, 5.35 percent, is the average historical
real GDP growth rate, established using regression analysis for the period
1980 through 2013, to which Staff applied the TIPS inflation forecast.’

Is Staff’s analysis and recommendation ignoring highest one in ten
super optimistic forecasters of GPD Growth?

No. Staff’s third and highest growth rate, 5.78 percent, is the Indiana Blue Chip

Top 10 growth projection. This reflects the growth that 9 of 10 referent and

8

9

Staff/200, Muldoon/12-13.
Staff/200, Muldoon/13.
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informed Blue Chip survey responders would find higher than they could
support.

How are the three growth rates used in Staff’s analysis?

Using the cohort of proxy companies that met Staff's screens, Staff ran each of
its two DCF models three times, each time using a different long-term growth
rate. '

How did Staff evaluate the Company’s peer cohort and test for the
impact of company size on its modeling results?

After performing these initial six runs, Staff performed sensitivity analysis.
Please describe this process.

First, Staff re-ran each model three times, again using the conservative, mid-
range, and optimistic long-term growth rates for the terminal growth stage as
described above, but this time including one additional company in the cohort
of proxy companies. The additional company had not been included in the
original cohort because it missed the target capital structure by a fraction of

one percent.**

Q. What was the next step?

Next, Staff ran each of its models imposing a mid-capitalization (Mid-Cap) size
screen between two and ten billion capitalization to refine the cohort to utilities
with comparable capitalization to PGE.*

How did Staff test the impact of PGE’s peer company selection?

Staff/200, Muldoon/12-13.
Staff/200, Muldoon/11.
Staff/200, Muldoon/11.
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Finally, Staff ran each of its models using PGE'’s cohort of 20 proxy companies,
again using the three different long-term growth rates for the third stage of
growth that are discussed above.™

How did Staff adjust for capital structures divergent to PGE’s?

Staff used the Hamada equation to de-lever or remove debt from the proxy
companies and then to re-lever or add debt to match PGE’s 50 percent equity

target capital structure in this rate case.

Q. What other adjustment does Staff make in this case?

Staff makes an upward adjustment of 13 basis points to account for the cost of
PGE'’s equity flotation inclusive of a portion of interest carrying cost for an
equity forward provision.

Does Staff’s range of reasonable ROE’s encompass the entirety of
these modeling results including the results for each peer group and
sensitivity examined?

Yes. The lower end of Staff’s range of reasonable ROEs is most impacted by
Staff's composite growth rate, which is informed by federal forecasts of GDP
growth as compared to like projections from the same agencies a year ago.

Is the upper end of Staff’s range of reasonable ROEs driven by results
from the Company’s peer group utilizing the top growth rate?
Interestingly no. Staff’'s Mid-Cap sensitivity generated higher required ROE

results than did the Company’s peer group. Staff’'s upper range of reasonable

Staff/203.
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ROEs is from the Mid-Cap sensitivity peer group utilizing the highest growth

rate adjusted for divergent capital structure from PGE’s.

. To clarify, Staff’'s recommendation includes results from the

Company’s peer group, but because the Company’s peer group did not
produce the highest modeling results, Staff’s range of reasonable
ROEs brackets the results for the Company’s peer group?

Yes. Were Staff to rely on the Company’s peer group and remove Staff’'s Mid-
Cap sensitivity peer set, Staff’'s upper limit in its range of recommended ROE’s

would be five basis points lower.

Issue 2 — PGE Allegations

. Please address PGE’S allegations regarding technical deficiencies.

First, PGE asserts that Staff should have used actual 2012 Earnings per Share
(EPS) instead of forecasted 2012 EPS to estimate the 2016-2018 EPS for each
of the proxy companies, noting that it is preferable to use actuals when
possible.**

Is this material and dispositive?

No. As PGE itself notes, substituting 2012 actual EPS for estimated has

“minimal impact on the results” of Staff's analysis.*

PGE/2000, Villadsen/15.
PGE/2000, Villadsen/18.
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Has Staff updated the Value Line information anyway to capture as
much of the recent quarter’s information as has been processed by
Value Line to date?

Yes. Staff re-ran the models substituting more current quarter actual Value
Line information as was available on July 25, 2014. The results do not
materially inform or adjust Staff's recommendations. In any event, the updated
Value Line actual Dividends and Earnings per share are shown in Staff/1401
and Staff/1402.

What is the second PGE allegation?

Second, PGE asserts that Staff “biased” the results of its analysis by excluding
from its cohort of proxy utilities any utility with a higher credit rating than PGE,
and inappropriately excluded companies with dividend reductions “some years
back” because the DCF model is forward looking.'® PGE also asserts that
Staff inappropriately included utilities with a larger capitalization than PGE in
Staff’s cohort of proxy companies.

Doesn’t proper peer screening and sensitivity analysis preclude such
concerns about Staff’s modeling?

Yes. Staff’s selection of its cohort was based on application of seven different
screens. The multiple screens obtained a group of utilities reasonably
representative of PGE. Carefully selecting utilities comparable to PGE
obviates the need for outboard adjustments for specific PGE risk.

Does Staff’s screening eliminate companies that are not like PGE?

PGE/2000, Villadsen/12, 18.
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Yes. As PGE notes, the companies with better credit ratings than PGE “have a
higher growth rate on average than Staff's sample companies.”’ In other
words, the excluded companies’ growth rates are different than those utilities
that satisfied all of Staff’'s screens; screens designed to identify companies that
are reasonably representative of PGE. PGE’s observation regarding the
excluded companies reinforces Staff’s conclusion that companies that had
higher credit ratings than PGE would not be representative of PGE for
purposes of determining its ROE. And, manipulating the screens in order to
get a cohort of proxy utilities that will produce more desirable results, as PGE
suggests, defeats the purpose of Staff’s rigid screening.

Can Staff provide examples as this discussion progresses to illustrate
what utilities are being discussed and how these utilities are or are not
representative of PGE?

Yes. Staff will provide examples to illustrate its points in summary or as
modeling elements are discussed.

Please provide an exhibit showing the difference credit ratings make.
Staff/1406 Muldoon/1 shows the spreads over U.S. treasuries that are
indicative of PGE’s borrowing costs when bonds are not secured by the utility’s
assets, relative to those of higher rated utilities like PacifiCorp.

It costs utilities operating on the lower credit rating curve, with the higher

spread over UST, more in fees to arrange for unsecured letters of credit and to

17

PGE/2000, Villadsen/16.
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do other financing than companies operating on PacifiCorp’s curve associated
with higher credit ratings.

Does this matter a lot on an everyday basis?

It matters less when everything is going smoothly. But when a utility has
pressure on its earnings, interest coverage ratios, and other dimensions that
bankers and credit rating agencies care a lot about, these higher costs put
pressure on cash flows that could otherwise be used to increase dividends or
support activities growing the value of stock held. When the utility has to duck
or otherwise deal with a challenging situation, a higher credit rating affords
more headroom to use typical financing tools to usual effect. In contrast a
utility operating on PGE’s credit spread curve has to work harder and more
creatively to achieve the same successful outcomes.

Why does PGE’S argument that Staff should not have excluded
companies that recently cut their dividends because DCF analysis is
forward looking make little sense.*®

A glance at Yahoo Finance confirms that the majority of PGE'’s shareholders,
as well as those of its potential electric utility peers, are institution investors and
fund managers. These conservative investors match predicable cash flows to
portfolios of assets that meet the needs of specific funds and counter cash
flows like insurance payout obligations. Companies that cut dividends, even
for ostensibly good reasons like investment in new generation and

transmission or to acquire other utilities or utility assets, may have their stock

18

PGE/2000, Villadsen/12.
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prices hammered by investors who counted on predictable dividend cash flows
into the future.

And once a dividend-paying security with a formerly predictable pattern of
dividend issuance fails to meet dividend expectation, burned investors and
money managers are reluctant to risk their money or reputation again on the
same security for some time. Accordingly, Staff typically screens out utilities
that have cut dividends for a period of four to five years.

Does Staff find that utilities that have recently cut dividends are like
PGE or that investors expect PGE is about to cut dividends?

No.

PGE has concerns with respect to Staff’s inclusion of utilities with
more capitalization than PGE. Is this a valid concern?

No. PGE fails to recognize that Staff performed sensitivity analysis that limited
the cohort utilities to Mid-Cap regulated electric utilities with similar
capitalization as PGE. Staff's upward point of its reasonable range of ROEs is
five bps higher than like analysis based on PGE’s peer cohort.*

Please explain that further.

Staff’s sensitivity analysis included model runs using the cohort of companies
used by PGE and the three estimates of long-term growth used in Staff’s initial
modeling. And, as already noted, Staff upper bound of its reasonable range of

ROEs is driven neither by Staff’'s primary peer group, nor by PGE’s peer

See Staff/203 Muldoon/1 Model Y with Blue Chip Top 10 Growth for comparison of five bps
difference between Company peer group results and results for Staff's Mid-Cap cohort.
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cohort. Rather, Staff’'s Mid-Cap sensitivity peer set generated the highest

merited ROE.

. If the upper limit of Staff’s range of reasonable ROEs is driven by its

Mid-Cap sensitivity analysis, which generated higher ROE results than
using PGE’s own peer group, then where is the bias regarding Cap-
size?

There is none.

PGE asserts that the long-term growth rate used to determine the
lower end of Staff’s range of reasonable ROEs (the weighted average
of government-issued GDP forecasts and historic GDP), may be too
low because Staff did not include a more optimistic growth rate
forecast along with the government-issued forecasts, and because
Staff relies on a regression analysis to determine the average
historical growth in GDP rather than relying on a simple arithmetic
average. What is Staff’s response?

PGE misses the point of Staff's use of three different estimates of long-term
growth.

Staff performed its models using estimates of long-term growth that ranged
from conservative (weighted average of government-issued forecasts and
annual historical average) to optimistic (Blue Chip Top 10) expectations.
Tempering the conservative forecasts of the federal agencies with a more

optimistic forecast would serve no analytical purpose. Notably, the low end of
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Staff’s range of reasonable ROEs is balanced by the high end based on
optimistic estimates of long-term growth.
Provide an article in lay terms that explains what direction U.S. GDP
growth is taking and offers a material explanation why.
Please see two recent articles from the July edition of The Economist in
Staff/1404. This is material in light of the U.S. Energy Information
Administration recent statement that it “no longer foresees any sustained
period in which electricity sales will keep pace with GDP growth”.?°
Does PGE’s assertion that Staff should have used an arithmetic
average of historical GDP rather than a geometric average (regression
analysis) because the geometric average understates historical growth
in GDP have any merit?#
No. Staff's use of a geometric average to estimate long-term growth is
consistent with past Commission practice. The Commission concluded in a
previous docket:
The evidence of record indicates that neither the geometric average nor
arithmetic average method is appropriate under all circumstances. The
arithmetic mean provides a better measure of typical performance over a
single historical period (e.g. one year). The geometric mean, however, is
the best estimate of the ending value of an investment over multiple

periods. As one author states: “The best estimate of a future year's return

See Staff/1407 for “Electric Utilities Get No Jolt Despite Improving Economy” by Rebecca
Smith of the Wall Street Journal, published July 29, 2014.

PGE/2000, Villadsen/16-17.
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based on a random distribution of the prior years' returns is the arithmetic
average. Statistically, it is our best guess for the holding period return in a
given year. If we wish to estimate the ending value of an investment over
multiyear horizon conditioned on past experience, however, we should use
the geometric return.”?

Please address PGE’s argument that Staff should have performed
outboard adjustments to take into account specific PGE risk related to
its large capital expenditure program, its reliance on power purchase
agreements (PPAs), and relatively small financial size.

Staff does not agree that outboard adjustments as described are necessary.
First, as discussed above, Staff's screens are designed to obtain a cohort of
proxy utilities that is reasonably representative of PGE. Staff’s rigorous
screens generally make it unnecessary to make outboard adjustments to
Staff’s analytical results to take into account PGE-specific risk.

What is the second element of Staff’s reasoning?

Second, Staff did perform sensitivity analysis that took into account PGE'’s size,
which results in an upward adjustment to Staff’s range of reasonable ROEs.
Accordingly, any outboard adjustment for size would double count this “risk.”

Considering a third topic, does Staff agree with PGE’s concerns

regarding imputed debt?

1994 WL 114354, Order No. 94-336, Re GTE Northwest, Inc. (Docket No. UT 113), Citing
Mark Kritzman, ‘What Practitioners Need to Know About Return and Risk,” Financial
Analysts Journal, May/June 1993, p. 15 (emphasis in original).
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No. Staff disagrees with the premise that PGE’s capital expenditure program
and PGE's reliance on PPA’s warrant an increase to PGE’s ROE. It is Staff’s
understanding that both Standard & Poor’s and Moody’s have observed that
PGE experiences less than historic regulatory lag in cap-ex cost recovery and
extremely favorable capital markets, which reduces the borrowing cost
associated with PGE’s new facilities.

Staff detects no particular incremental risk in the Company’s expansion of rate
base, which incidentally is touted by PGE as a reason to invest in the
Company.?® As other utilities are embracing risky merger and acquisition as a
way to support lagging sales and rate base growth, PGE is meeting these
investor expectations holistically.

Are PGE’s credit ratings about to be downgraded due to risks the
Company faces?

No. PGE’s stable and recently upgraded Moody’s credit ratings indicate that
PGE’s ROE needs no outboard risk adjustment. Rather, Staff sees a
Company whose Integrated Resource Planning and internal financial
management with proven ability to finance new cap-ex at historically low cost
have inspired strong demand for the Company’s common stock and debt alike.
Staff thinks the Moody’s upgrade announced on January 30, 2014, and the
Company’s first mortgage bond debt ratings leave investment banks with

minimal expectation of PGE default on its debt obligations. Proven corporate

23

Exhibit Staff/1408 provides slides for three generation construction projects that the
Company’s investor presentation on July 29, 2014 archived at http://www.media-
server.com/m/p/5g2to9if presents as representing an increase of $1.2B in average rate base
which will total $4.5B in 2017, that will “drive value for our shareholders.”



http://www.media-server.com/m/p/5q2to9if
http://www.media-server.com/m/p/5q2to9if
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financing, recently upgraded credit ratings and a good cost recovery track
record do not translate into heightened riskiness for investors.

In any event, if the Commission were to make outboard adjustments to account
for PGE-specific risks, it should also make off-setting adjustments taking into
account factors that mitigate PGE'’s risk. For example, PGE is not reliant on
oil-fired generation, geographically isolated, replacing coal plants with nuclear
plants with associated risks, and so on. Further, PGE has access to wholesale
power markets in the western U.S. and primarily the PNW.

How does Value Line characterize PGE’s risks and investor
expectations for total return?

Before answering this question, Staff feels that it is necessary to recognize that
some utilities must be average, and that average is meeting expectations and
should not be taken as a criticism, but rather a statistical fact. Solid, reliable
utilities without substantial material risks are a good thing.

Fine, so what does Value Line say regarding PGE?

Value Line says PGE “does not stand out among electric utility equities.”**
What does a “riskier than peers utility” look like?

Value Line describes PNM Resources’ (PNM) aggregate challenges that make
it riskier than its peers:

e Its operating area is depressed compared to that of other utilities;

e Alarge city is discontinuing its relationship with the utility;

e Itis shutting two coal plants without planned replacements; and

24

Staff/1405 Muldoon/33 (lower right hand corner summary).



10

11

12

13

14

15

16

17

18

19

20

Docket UE 283 Staff/1400

Muldoon/18

e One replacement may be a nuclear plant.?®

Staff clarifies that PNM is a not a part of Staff’'s peer cohort of companies
because PNM cut dividends in 2008 and again in 2011. If this utility manages
to overcome all its challenges and keeps a stable dividend through the end of
2016, it would pass Staff’s screening on this dimension. While PNM might not
want to disappoint investors regarding its dividend, it may have no choice if it
can’t meet all those challenges.

Staff does not claim that PGE is like PNM or that PGE is about to start cutting
dividends due to a convergence of risks like that described above. In fact,
Staff has difficulty imagining the investor presentation wherein PGE tells
investors that the Company thinks its risks are like those described for PNM
and that PGE might have to cut dividends occasionally, or that it has been

cutting its dividends off and on but intends to stop doing so in the future.

Q. What does “more capital expenditure than peers” look like?

Scana Corp (Scana) could be one such utility. Scana is having cost overruns
as it works to bring two nuclear plants online. The utility is having difficulty
keeping the cost in the neighborhood of $6.2 billion.?®

Scana also failed to pass Staff’s screen because it generates too little of its
revenue from regulated electric power. Scana is part of PGE’s peer cohort in

this case. Staff makes no claim that out of the pool of regulated U.S. electric

25

26

Staff/1405 Muldoon/35.
Staff/1405 Muldoon/38.
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utilities, it is Scana that most closely represents those characteristics an
investor would associate with PGE.

What do “capital expenditure like peers” look like?

Allete, Inc. (Allete) is an electric utility that both the Company and Staff
recommend as a peer that closely resembles PGE’s characteristics. Value Line
described Allete as building a large wind plant, making a $310 million
environmental retrofit to a coal plant, and building a high voltage transmission
line to Canada.?’ PGE'’s capital expenditures appear to Staff to be comparable
to Allete’s.

Staff’s sensitivity peer group included TECO Energy, Inc. TECO is
buying New Mexico Gas Company.?® Shouldn’t TECO be removed from
Staff’s peer group based on this recent merger and acquisition
activity?

Yes. Staff left TECO as a stand-alone sensitivity. Removing TECO does not
impact the upper or lower bounds of Staff’s range of reasonable ROEs, but
would merit Commission reduction of Staff’'s point ROE estimate by three bps.
Does Staff agree with the Company’s selection of peers?

No. Staff disagrees with the Company’s selection of peer utilities. However,
as already noted, Staff ran its models using the Company’s peer group and the
results of that modeling fell within the range of reasonable ROEs established

with Staff’'s cohort of utilities.

Staff/1405 Muldoon/2.
Staff/1405 Muldoon/38.
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Q. Please address PGE’s argument that Staff improperly excluded ROEs

from Virginia, which has incentive-based regulation, from the average of
ROEs in the United States.

Elimination of just Virginia-specific generation ROESs, which are higher than the
national average, is reasonable to illustrate a nationally declining ROE trend.
Restricting ROES to those not settled, but rather litigated, before respective
Commissions in Oregon, Washington, Idaho, and Utah, shows a downward
trend. ROEs in these northwest states tend to be lower than the national
average. Looking at recent litigated rate case decisions in these states,
PacifiCorp’s 9.5 percent ROE in WA UTC Order No. 05 in Docket No. 130043;
and Northwest Natural Gas Corporation’s 9.5 percent ROE before the
Commission in Order No. 12-408 in Docket No. UG 221, one sees the

downward NW regional trend in litigated ROEs continues.

Issue 3 —ICNU’s Analysis

Does Staff disagree with PGE and the Industrial Customers of
Northwest Utilities (ICNU) that the Commission should count PGE’s
PPAS as debt to be included in the calculation of PGE’s capital
structure??®

Yes. The Commission does not include imputed debt in the category of long-

term debt with maturities over one year. Furthermore, PGE asked for a capital

29

PGE/2000, Villadsen/8-9; ICNU/200, Gorman work papers’ imputed interest expense in Cell
D23 of Tab “ICNU 218 Gorman1” in ICNU 202 & 218 (Public Version).xls.
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structure of 50 percent debt and 50 percent equity and parties to this docket
have stipulated to this capital structure. It is not appropriate to impute a
different capital structure to PGE for the purpose of calculating its ROE.
Does Staff have another point of disagreement with the ICNU’s
testimony regarding ROE?

Yes. ICNU'’s weighting of 70 percent weight to the upper end of risk premium
estimates overstates modeling results.® It is uncertain over what time frame
the Federal Reserve will support continued historically low interest rates. In
addition, it is hard to predict how long a flight to quality based in part of
financial, political and military geopolitical instability will continue.

Given that U.S. treasury yields are now today 50 basis points below much
estimation for this period, like those of Kiplinger's Letter made at the start of the
year, Staff cautions that it is extremely difficult to accurately presume the timing
or certainty of upward interest rate movements.

Does Staff have other points of disagreement with ICNU’s ROE
testimony?®

Yes. ICNU gives equal weight to each of their models, thereby assigning
inappropriately low weight to their three-stage DCF modeling. If ICNU gave
more weight to their three-stage DCF modeling, their recommended range of

ROE’s would be within the range recommended by Staff.

30

31

ICNU/200 Gorman/25.
PGE/2000, Villadsen/8-9; ICNU/200, Gorman/25.

Staff/1400
Muldoon/21
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Does Staff have a final material disagreement with ICNU’s ROE
testimony?*

Yes. ICNU adopted PGE’s choice of peer companies to estimate ROE.*
However, ICNU notes that it was inappropriate for PGE to exclude the low-end
DCF return of two of PGE’s peer utilities without also excluding the high-end
peers.** ICNU’s Opening Testimony also recommends the removal of certain
peers.®®> However, ICNU did not perform its own screening to eliminate the
outlier peers. Without that control ICNU’s recommended results using the
Company peers overstate the Company’s required ROE.

How have ICNU’s Opening Testimony and the Company’s Reply
Testimony impacted Staff analysis and Staff’s recommendations?
Staff has updated the Value Line actual dividend and earnings per share inputs
to its model as recommended by the Company. The impact to its
recommendation is minimal. The small shift in timing of earnings per share
and dividends and near term Value Line growth rates did not shift the end
points of Staff's recommended range of reasonable ROEs. However, removal
of TECO due to its acquisition of New Mexico Gas could warrant a three bps

reduction to Staff's recommended point estimate of ROE.*® Staff does not,

32

33

34

35

36

ICNU/200, Gorman/37, lines 9-14.
ICNU/200, Gorman/9 @6-7.
ICNU/200, Gorman/37, lines 9-14.

ICNU/200, Gorman/22 suggests that IdaCorp is not a good peer fit for PGE and should be
removed.

See Staff/203 Muldoon/1 Model Y for comparison of three bps difference between Staff peer
group results and results for Staff’s sensitivity 1 with TECO.
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however, recommend this change to its estimate at this stage of the
proceeding.

In addition Staff finds ICNU’s results of modeling, once weighted as described
above, support Staff’'s recommendations regarding ROE, including the upper

end of Staff’s range of reasonable ROEs.

Issue 4 — Common Equity Flotation Costs

In opening testimony, Staff discussed several approaches to
addressing common equity flotation costs.*” Does Staff recommend a
best approach for the Commission to consider in this case?

Yes. Staff recommends the Commission retire flotation costs over a five-year
period discounted at the authorized ROE(S) in effect over that time frame.

Is this amount built into Staff’s analysis now?

Yes, Staff's recommended range of reasonable ROEs and point ROE estimate
incorporate 13 bps to account for equity flotation cost inclusive of a portion of
the Company’s equity forward carrying costs as shown in Figure 1 below:

Figure 1:

Proposed Retirement of PGE Equity Flotation Costs Within ROE Calculations Over 5 Years

$

$
$

13,125,000 Approximate General Common Equity Flotation Costs
9.60% Placeholder ROE in this General Rate Case
5 Retirement Period in Years

(3,427,033) Annual Retirement Amount
326,500 Approximate Value per UE 283 ROE bps (After Gross Up for Taxes)

105 Annual Retirement in ROE bps
13.1 Above Value Increased by 25 Percent for Equity Forward

* Starting at Staff/200 Muldoon/27, line 19.
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. Wasn'’t this issue addressed by Commission Order 13-459 in

Docket No. UE 2627
Yes. Order 13-459 assigned no recognition to equity flotation costs. However,
a proposal like Staff’s in this docket was not one of the options offered in that

rate case.

. Why would retirement within ROE calculations within five years be a

better option than those considered in the past?
This short retirement time will smooth impacts on ratepayers while assuring the
Company that costs will be recovered in the near term, at a prudent proportion

of the dollar value of common stock floated.

. Though the Commission need not address equity flotation costs, does

Staff suggests as a matter of fairness, that the Commission consider
this issue?

Yes.
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Conclusion

Q. What recommendation regarding ROE does Staff now make?

A. Staff recommends that the Commission consider an upward adjustment of 13

bps to retire equity flotation cost to be applied to PGE rate cases affecting rates
in effect through and only through December 31, 20109.

Inclusive of 13 bps to retire equity flotation costs, Staff recommends a range of
reasonable ROE’s of 8.8 percent to 9.6 percent. Staff offers 9.2 percent to the
Commission as a reasonable midpoint ROE from which to consider the merits
of testimony submitted in this case.

How do you conclude your rebuttal testimony?

It is not remarkable that PGE looks like a well-run utility with average risk on
dimensions that matter to investors. A solid utility that plans ahead and
proactively controls risks meets the needs of risk-averse ratepayers. This
stability also makes PGE common stock attractive to institutional and
conservative investors who rely on stable growing dividends to meet their

obligations in turn.
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Value Line Dividends Declared per Share Staff/1401
i Muldeon/1
( Div)

1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 186 17 18 19 20 21 22 23 24
Ahbreviated|UEZB3| 1.?233| VL Corporate Name I SEC Edgar|SEC Edgar SEC IRS 2010 | 2010 | 2010 | 2010 [2010] 2011 | 2011 | 2011 | 2011 | 2011 | 2012 | 2012 | 2012 | 2012
# | Uility “PGE | Staff Electric Utility CIK sic_ File # EIN# | Ticker| Q1 Q2 | o | o4 [¥r] ai | Q2 | aa as | r ai_| a2 | a3 Q4
1| 1 AEP No Yes  American Electric Power Ca,, Inc. 0000004308 4511 1-3525  13-4922640 AEP | 0.41 042 042 046 [171| 046 046 046 047 | 1.85 | 047 047 047 047
2| 2 Allete Yes Yes  Allete, Inc. 0000066756 4931 1-3548  41-0418150 ALE | 0.44 044 044 044 | 176 0445 0445 0445 0445 | 178 | 046 046 046 0486
3| 3 Aliant Yes No  Alliant Energy Corporation 0000352541 4931 1-9894  39-1380265 LNT | 0.285 0.395 0.395 0395 (1.58| 0425 0425 0425 0425 | 1.70 | 045 045 045 045
4| 5 Avista Yes No  Avista Corporation 0000104918 4931 1-3701  91-0462470 AVA | 025 025 025 025 |1.00| 0275 0275 0275 0275 | 140 | 028 029 029 029
5| 6 Black Hills Yes No  Black Hills Corporation 0001130464 4911 1-31303 _ 46-0458824 BKH | 0.36 036 036 036 |144]| 0365 0365 0365 0365 | 146 | 037 037 037 037
5] § Cleco Yes Yes  Cleco Corporation 0001089819 4911 1-15759  72-1445282 CNL | 0.225 025 025 025 [098] 025 028 028 03125 1.12 | 03125 03125 03375 03375
7| 10 cms Yes No  CMS Energy Corperation 0000811156 4931 1-9513  38-2726431 CMS | 0.15 045 045 021 |066| 021 021 021 021 | 0.84 | 024 024 024 024
3| 13 DTE No Yes  DTE Energy Company 0000936340 4911 1-11607  38-3217752 DTE | 0.53 053 053 056 [215| 056 056 05875 05875| 2.30 | 0.5875 0.5875 0.5875 0.62
3| 15 Edison Int] No Yes  Edison International 0000827052 4911 1-9936  95-4137452 EIX | 0215 0315 0315 0315 [1.26| 032 032 032 032 | 1.28 | 0325 0325 0325 0325
10| 21 Greal Plains Yes No _ Great Plains Energy Incorporated 0001143068 4911 1-32206  43-1916803  GXP | 0.2075 0.2075 02075 0.2075| 0.83 | 0.2075 02075 02075 02125| 0.84 | 02125 02125 02125 02175
1| 22 Hawaian Yes No  Hawaiian Electric Industries, Inc. 0000354707 4911 1-8503  99-0208097 HE 0.31 031 031 031 |1.24] 031 031 031 031 | 1.24 | 031 0.31 0.31 0.31
12| 23 IDACORP Yes Yes  IDACORP, Inc. 0001057877 4911 1-14485  82-0505802  IDA 0.30 030 030 030 [1.20| 030 030 030 030 | 1.20 | 033 033 033 038
13| 26 MGE Yes No  MGE Energy, Inc. 0001161728 4900 0-4985  39-2040501 MGEE| 0.2456 02456 02501 0.2501 | 0.99| 0.2501 0.2501 0.2551 0.2551 | 1.01 | 0.2551 02551 02634 02634
14| 29 NorthWestem Yes No  NorthWestern Corporation 0000073088 4931 1-10499  46-0172280 NWE | 0.34 034 034 034 [136| 036 036 036 036 | 1.44 | 037 037 037 037
15| 31 OGE Yes No  OGE Energy Corporation 0001021635 4911 1-12579  73-1481638 OGE | 0.1813 0.18125 0.18125 0.18125| 0.73| 01875 0.1875 0.1875 0.1875| 0.75 | 0.19625 0.19625 0.19625 0.19625
18] 34 PG&E No Yes PGA&E Corporation 0001004380 4931 1-12609  §4-3234914 PCG 0.42 0455 0455 0455 | 1.79| 0.455 0455 0455 0455 | 1.82 | 0455 0455 0455 0455
7| 35 Yes No [ Portland General Electric Company | 0000784877 4911 1.05532-99 930256820 POR | 0255 0255 026 026 |1.03| 026 026 0265 0265| 1.05 | 0265 0285 027 027
18| 36 Pinnacle Yes No  Pinnacle West Capital Corporation 0000764622 4911 1-8962  BB-D512431 PNW | 0525 0525 0525 0525 | 210| 0525 0.525 0525 0525 | 210 | 0525 0525 0525 0545
19| 37 PNM Yes No  PNM Resources, Inc. 0000784977 4911 1-05532-99 63-0256820 PNM | 0125 0425 0125 0125 | 0.50( 0125 0425 04125 0125 | 0.50 | 0145 0145 0145  0.145
200 40 SCANA Yes No _ SCANA Corporation 0000754737 4931 1-8809  57-0784499 SCG | 047 0475 0475 0475 |1.90| 0475 0485 0485 0485 | 1.93 | 0485 0495 0495 0495
21| 43 TECO Yes No  TECO Energy, Inc. 0000350563 4911 18180  59-2052286 TE 020 0205 0205 0205|082 0205 0215 0215 0215 | 0.85 | 022 022 022 022
22| 45 UNS Yes No  UNS Energy Corporation (Formerly: UniSource) 0000941138 4911 1-13739  B6-0786732 UNS | 0.3 039 039 039 [156| 042 D42 042 042 | 1.68 | 043 043 043 043
23| 47 Westar Yes Yes  \Westar Energy, Inc. 0000054507 4931 1-3523  4B-0290150 WR 0.30 031 031 031 [1.23| 031 032 032 032 | 127 | 032 033 033 033
24 48 Wisconsin Yes Ne__ Wisconsin Energy Corporation_ 0000783325 4931 109057 35-1391525 WEC | 0.20 020 020 020 |080| 026 D026 026 026 | 1.04 | 030 030 030 030

TOTALS 20 8

9

4



Docket UE 283 Value Line Dividends Declared per Share Staffi1401

(Div) Muldoon/2
1 2 3 4 25 26 27 28 29 30 3 32 33 34 35 36 37 38 39 40 41 42 43 44 45
Light Blue quarterly values are Implied by VL's forecasts through 2019, VL %
Value Line Estimated Dividends VL Avg | Div Growth
| Abbreviated | UE 253' UE283 | 2012 | 201012 | 2013 T 2013 | 2013 | 2013 | 2013 [201113] 2014 | 2012 | 2014 | 2014 | 2014 |2012-14] 2015 | 2016 2017 2018 2019 | 2017-19] 2017 - 19 vs.
# Utility *PGE | Staff | Yr Average | a1 | @z T @3 | a4 Yr_|averagel Q1 [ Q2 | @3 | 04 Yr |Averagd Yr Yr Yr Yr Yr Yr 2012-14 #
1 1 AEP No Yes 1.88 181 0.47 0.49 0.49 0.50 1.95 1.89 0.50 0.50 0.51 0.51 2.02 1.95 212 2.24 237 250 2.63 2.50 5.1% 1 1
2| 2 Allete Yes Yes 1.84 1.79 0.475 0.475 0475 0.475 1.90 1.84 0.49 0.49 049 049 1.96 1.90 2.04 212 22 230 239 230 3.9% 2 2
3 3 Alliant Yes No 1.80 1.69 0.47 0.47 047 047 1.88 1.79 0.51 0.51 0.51 0.51 2.04 191 2.20 226 233 2.40 247 240 4.7% 3 3
4l 5 Avista Yes No 1.16 1.0 0.305 0.305 0.305 0.305 1.22 1.16 | 03175 03175 03175 03175 1.27 1.22 1.32 1.38 1.44 1.50 1.56 1.50 4.3% 5 [a
s| 6 Black Hills Yes No 1.48 1.46 0.38 0.38 0.38 0.38 1.52 1.49 0.39 0.39 039 0.39 1.56 1.52 1.64 1.72 1.81 1.90 1.99 1.90 4.6% 6 |5
6 9 Cleco Yes Yes 1.30 113 03375 03625 03625 03625 1.43 1.28 | 03625 0400 0400 0400 1.56 1.43 1.63 175 1.87 2.00 213 2.00 7.0% 9 6
7| 10 CMS Yes Ne 0.96 0.82 0.255 0.255 0.255 0.255 1.02 0.94 027 027 027 0.27 1.08 1.02 1.14 1.21 1.28 1.35 1.42 1.35 5.8% 10 |7
g| 13 DTE No Yes 238 2.28 0.62 0.62 0.655 0.655 255 241 0655 0655 071 0.71 273 255 283 298 3.14 3.30 345 3.30 5.3% 13 |8
g| 15 Edison Intl No Yes 1.30 1.28 0.3375 0.3375 03375 0.3375| 1.35 131 0355 0355 0.37 0.37 1.45 1.37 1.56 1.71 1.87 2.05 223 205 8.4% 15 |9
10| 21 Great Plains Yes Ne 0.86 0.84 0.2175  0.2175 0.2175 0.23 0.88 0.86 0.23 0.23 0.23 0.25 0.94 0.89 1.02 1.11 1.20 1.30 1.40 1.30 7.8% 21 |ag)
11f 22 Hawaiian Yes Ne 1.24 1.24 0.31 031 0.31 0.31 1.24 1.24 0.31 0.31 0.31 0.31 1.24 1.24 1.24 1.26 1.28 1.30 1.32 1.30 0.9% 22 |1
12| 23 |IDACORP Yes Yes 137 1.26 0.38 0.38 0.38 0.43 1.57 1.38 0.43 0.43 043 0.43 1.72 1.55 1.80 1.86 1.83 2.00 2.07 2.00 5.2% 23 |12
13| 26 MGE Yes Ne 1.04 1.01 0.2634 02634 02717 02717 | 1.07 1.04 | 02717 02717 028 0.28 1.10 1.07 1.14 1.19 1.24 1.30 1.36 1.30 4.0% 26 |13
14| 29 NorthWestern Yes Ne 1.48 1.43 0.38 0.38 0.38 0.38 1.52 1.48 0.40 0.40 0.40 0.40 1.60 153 1.68 175 1.82 1.90 1.98 1.90 4.4% 29 |14
15| 31 OGE Yes No 0.79 0.75 0.20875 0.20875 0.20875 0.20875| 0.84 0.79 0.225 0225 0240 0240 0.93 0.85 1.03 1.13 1.23 1.35 1.47 1.35 9.7% 31 |15}
16| 34 PGGE Ne Yes 1.82 1.81 0.455 0.455 0.455 0.455 1.82 1.82 0455 0455 0455 0455 1.82 1.82 1.82 1.91 2.00 210 220 210 2.9% 34 |15
17| 35 Yes  No 107 [ 105 | 027 027 028 028 [ 110 [ 107 | 028 028 028 028 | 142 | 110 | 115 | 120 125 130 135 | 130 3.5% 35 (17
18| 36 Pinnacle Yes No 212 211 0.545 0.545 0.545 0.5675| 220 214 | 0.5675 0.5675 0.5675 062 232 222 241 252 2863 275 287 275 4.4% 36 |19
13| 37 PNM Yes No 0.58 053 0.145 0.165 0.165 0.165 0.64 0.57 0185 0185 0.185 0.185 0.74 0.65 0.80 0.90 1.02 1.15 1.28 1.15 12.0% 37 |9
200 40 SCANA Yes No 1.97 1.93 0.485 0.5075 0.5075 0.5075 | 2.02 1.97 | 05075 0525 0525 0.5425| 2.10 2.03 2.16 2.22 2.28 2.35 2.42 2.35 3.0% 40 | 20]
21| 43 TECO Yes No 0.88 0.85 0.22 0.22 0.22 0.22 0.88 0.87 0.22 0.22 0.22 0.22 0.88 0.88 0.88 0.90 0.93 0.95 0.97 0.95 1.5% 43 |21
22| 45 UNS Yes No 1.72 1.65 0.435 0.435 0.435 0.435 174 1.7M 0.48 0.48 0.48 0.48 192 1.79 1.85 2.05 218 2.28 240 2.28 4.9% 45 |22
23| 47 Westar Yes Yes 131 1.27 0.33 0.24 0.34 0.34 1.35 131 0.34 0.35 0.35 0.35 1.39 1.35 1.44 1.48 1.52 1.56 1.60 1.56 2.9% 47 |23
24| 48 Vviﬂrlsm Yes No 1.20 1.01 0.34 0.34 0.36_25 0.3825 1.45 1.23 0.38 0.39 0.38 0.38 1.56 1.40 1.68 1.81 1.95 210 2.25 2.10 8.4% 48 | 24|
TOTALS 20 Pinacle West Issued 5 Dividends in 2012, and 3 Dividends in 2013. Early Payments are not treated as decli but may be hed. Mean
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Docket UE 283 Value Line Earnings Per Share Staffi1402

(EPS) Muldoon/1
i
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23
Abbreviated uEzaal uezasl VL Corporate Name { SEC Edgar | SEC Edgar SEC IRS 2011 | 2011 | 2011 | 2011 | 2011 | 2012 | 2012 | 2012 | 2012 | 2012 | 2013 | 2013 | 2013 |
# Utility PGE Staff Electric Utility CIK sIC File # EIN# |Ticker|] Q1 | 02 | a3 | Q4 Yr Q1 | a2 | @3 | a4 Yr a1 [ a2 | a3 |
1| 1 [AEP No Yes  American Electric Power Co., Inc. 0000004904 4911 1-3525 134922640 AEP | 0.83 073 117 041 | 314 | 080 075 1.00 043 | 298 | 075 073 1.10
2| 2 |Allete Yes Yes  Allete, Inc. 0000066756 4931 1-3548  41-0418150 ALE | 1.07 048 057 053 | 265 | 066 039 078 075 | 258 | 083 035 063
3| 3 |Alliant Yes No  Alliant Energy Corporation 0000352541 4931 1-8894  39-1380265 LNT | 068 044 112 051 | 275 | 050 058 1.34 063 | 3.05 | 072 059 143
4| 5 |Avista Yes No  Avista Corporation 0000104918 4931 1-3701  91-0462470 AVA | 073 039 018 042 | 172 | 085 031 010 026 | 132 | 071 043 019
5| 6 |Black Hills Yes No__ Black Hills Corporation 0001130464 4911 1-31303 46-0458824 BKH | 073 009 029 044 | 097 | 08B0 012 038 067 | 197 | 057 089 052
6| 9 [Cleco Yes Yes Cleco Corporation 0001089819 4911 1-15759  72-1445282 CNL | 048 052 108 051 | 259 | 050 077 1.05 038 | 270 | 045 089  1.09
7| 10 |cms Yes No  CMS Energy Corperation 0000811156 4931 1-8513  38-2726431 CMS | 051 026 053 015 | 145 | 036 037 055 025 | 153 | 053 020 046
s| 13 |DTE No Yes DTE Energy Company 0000936340 4911 1-11607  38-3217752 DTE | 1.04 067 107 089 | 367 | 0.91 087 130 080 | 388 | 1.34 080  1.13
3| 15 |Edison Intl No Yes  Edison Intemational 0000827052 4811 1-9836 954137452 EIX | 062 054 131 076 | 3.23 | 054 055 109 239 | 457 | 078 078 1.4
10| 21 |Great Plains Yes No _ Great Plains Energy Incorporated 0001143068 4911 1-32206  43-1916803 GXP | 0.01 081 091 002 | 125 [ 007 041 095 003 | 132 | 017 041 093
11| 22 |Hawaiian Yes No  Hawaiian Electric Industries, Inc. 0000354707 4911 1-8503  99-0208097 HE | 0.30 028 050 036 | 144 | 040 040 049 038 | 167 | 0.34 041 048
12| 23 |IDACORP Yes Yes IDACORP, Inc. 0001057877 4911 1-14465  82-0505802 DA | 060 042 216 0.8 | 3.36 | 050  0.71 184 032 | 3.37 07 093 148
13| 26 |MGE Yes No  MGE Energy, Inc. 0001161728 4900 0-4965  39-2040501 MGEE| 0.51 038 061 027 | 177 | 046  0.41 068 031 1.86 | 0.85 0.4 07
14| 29 |NorthWesterm  Yes No  NorthWestern Corporation 0000073088 4831 1-10499  46-0172280 NWE | 0.8¢ - 030 041 093 | 253 | 088 031 030 077 | 226 | 1.01 037 040
15| 31 |OGE Yes No___ OGE Energy Cerperation 0001021635 4911 1-12579  73-1481638 OGE | 013 052 080 0.8 | 173 | 019 047 094 018 | 179 | 012 o045 108
15| 34 |PG&E Ne Yes PGA&E Corporation 0001004980 4831 1-12609  94-3234914 PCG | 0.50 0.91 0.68 0.69 2.78 0.66 0.55 0.87 -0.01 2.07 0.55 0.74 0.36
1| 35 | PGE Yes No | Portland General Electric Company | oooo784977 4811 1-05532-99 93-0256820 POR | 082 029 036 038 | 19 | 065 034 050 038 | 41.87 | 065 013 040
18| 36 [Pinnacle Yes No  Pinnacle West Capital Corporation 0000764622 4911 1-8962  86-0512431 PNW | 045 078 224 0.1 298 | 007 112 221 024 | 350 | 022 118 204
19 37 |PNM Yes No  PNM Resources, Inc. 0000784977 4911 1-05532-99 93-0256620 PNM | 0.04 021 061 022 | 108 | 017 033 068 013 | 131 | 012 034 068
20 40 [scaNA Yes No  SCANA Corporation 0000754737 4931 1-8809  57-0784499 SCG | 100 043 080 074 | 297 | o9 054 091 078 | 314 | 1.11 060 094
21] 43 [TECO Yes No  TECO Energy, Inc. 0000350563 4911 1-8180  59-2052286 TE | 024 036 042 025 | 1.27 | 020 030 042 022 | 1.14 | 012 024 029
22| 45 |UNS Yes No  UNS Energy Corporation (Formerly: UniSource) 0000941138 4911 1-13739 860786732 UNS | 035 0.7 146 022 | 274 | 017 064 121 018 | 220 | 027 083 162
23| 47 |westar Yes Yes  Westar Energy, Inc. 0000054507 4931 1-3523  48-0290150 WR | 027 038 098 016 | 179 | 021 048 109 037 | 215 | 040 053 104
24) 48 |wisconsin Yes No__Wisconsin Energy Corporation 0000783325 4931 109087 39-1391525 WEC| 072 041 055 050 | 218 | 074 051 067 043 | 235 | 076 052 060
TOTALS 20 8
9

3
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Docket UE 283

Value Line Earnings Per Share

(EPS)
1 2 3 4 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43
Light Blue quarterly values are implled by VL's forecasts through 2019,
EPS
Value Line Estimated EPS VL Avg || Div Growth
Abbreviated ‘ UE 283 UE283 | 2013 | 2013 |2011-13] 2014 | 2014 | 2014 | 2014 | 2014 2012-14] 2015 | 2015 | 2015 | 2015 | 2015 | 2016 _ 2017 2018 2019 | 2017 - 19]2017 - 19 vs.
# Utility PGE Staff | Q4 Yr_JAverage]l Q1 | @2 [ a3 | a4 Yr_JlAverage] a1 | a2z [ a3 [ a4 Yr Yr Yr Yr Yr Yr 2012-14 #
i 1 [aEP No Yes 060 | 3148 | 310 | 115 075 110 045 | 345 | 3.20 | 1.00 080 1.15 050 | 3.45 | 3.62 3.81 400 | 4.19 4.00 4.5% 1 |1
2| 2 |Allete Yes Yes 082 | 263 | 262 | 08B0 045 070 085 | 280 | 267 | 090 045 075 090 | 300 | 323 348 375 | 402 3.75 7.0% 2 |2
3| 3 |aliant Yes No 055 | 329 | 303 | 097 065 145 058 | 365 | 333 | 085 070 165 070 | 3.90 | 3.95 400 405 | 4.10 4.05 4.0% 3. |3
4| 5 |Avista Yes No 053 [ 18 | 163 | 075 045 015 050 | 1.85 | 1.68 0.8 045 015 055 | 1.95 | 205 215 225 | 235 2.25 8.1% 5 |a
5| & |BlackHills Yes No 043 | 261 1.85 ) 095 045 050 075 | 265 | 241 | 095 050 055 080 | 2.80 | 294 309 325 | 3.41 3.25 6.2% 6 |s
6] 9 [Cleco Yes Yes 041 | 264 | 264 | 043 047 115 040 | 245 | 260 | 055 075 1.25 045 | 3.00 | 3.16  3.32 350 | 3.68 3.50 6.2% 9 |6
7| 10 |CMS Yes No 037 | 165 | 154 | 075 030 050 020 | 175 | 1.64 | 055 0.4 0.60 03 | 1.85 | 197 211 225 | 239 2.25 6.5% 10 |7
8| 13 |DTE No Yes 070 | 377 | 377 | 184 086 125 080 | 465 | 410 | 160 080 140 100 | 480 | 502 526 550 | 574 5.50 8.1% 13 |8
9| 15 |Edison Intl No Yes 081 | 378 | 38 | 045 075 145 075 | 340 | 392 | 080 080 150 0.75 | 3.85 | 408 427 450 | 473 4.50 2.8% 15 |9
10| 21 |Great Plains Yes No 0.11 162 | 140 ) 015 045 098  0.12 170 | 155 | 017 046 100 012 | 1.75 | 1.83 191 200 | 2.09 2.00 5.3% 21 |10f
1] 22 [Hawaiian Yes No 0.39 1.62 | 1.58 | 037 040 047 036 | 1.60 | 163 | 037 040 050 038 | 1.65 | 1.76 1.88 200 | 2.12 2.00 4.2% 22 |1
12| 23 |IDACORP Yes Yes 055 | 364 | 346 | 060 070 185 035 | 350 | 350 | 065 080 165 035 | 345 | 352 358 365 | 372 3.65 0.8% 23 |12
13| 26 |MGE Yes No 041 | 216 | 193 | 080 050 075 045 | 250 | 247 | 080 055 080 050 | 265 | 2.84 3.04 325 | 3.45 3.25 8.4% 26 (13
14| 29 |NorthwWestem  Yes No 068 | 246 | 242 117 031 036 081 | 265 | 248 105 038 044 088 | 275 | 283 291 3.00 | 3.09 3.00 4.1% 29 |14
15] 31 |OGE Yes No 025 | 195 | 182 | 025 050 110 020 | 205 | 193 | 020 055 115 020 | 210 | 223 236 250 | 264 2.50 5.3% 31 |1s}
16| 34 |PG&E No Yes 018 | 184 | 223 | o058 06 0.65 0.4 220 | 204 | 060 065 075 050 | 250 | 266 2.82  3.00 | 3.18 3.00 8.1% 34 [16]
17| 35 PGE Yes No 059 | 177 | 186 | 070 035 050 0.5 205 | 190 | 075 036 052 052 | 245| 226 238 250 | 262 2.50 5.7% 35 |17
18| 36 |Pinnacle Yes No 022 | 366 | 338 | 015 120 220 0.15 3.70 | 362 | 015 126 230 015 | 385 | 398 411 425 | 439 4.25 3.3% 36 |18
13| 37 |PNM Yes No 0.21 136 | 125 | 020 035 070 025 1.50 139 | 025 035 070 025 | 155 | 178 205 235 | 2.65 2.35 11.1% 37 |19
20) 40 |SCANA Yes No 074 | 3.39 | 347 137 054 095 074 | 3.60 | 3.38 1.3 0.60 1.00 080 | 370 | 3.87 406 425 | 444 4.25 4.7% 40 |20
21 43 |TECO Yes No 020 | o092 [ 111 | 022 025 035 0.18 1.00 .02 | 023 026 037 019 | 1.05 | 147  1.30 1.45 1.60 1.45 7.3% 43 |21
22| 45 |UNS Yes No 032 | 304 | 266 | 025 075 167 045 | 342 | 279 | 045 080 165 050 | 340 | 353 3566 3.80 | 3.94 3.80 5.4% 45 (22
23| 47 |Westar Yes Yes 032 | 229 | 208 | 052 055 105 033 | 245 | 230 | 040 060 125 045 | 270 | 277 283 290 | 297 2.90 4.8% 47 |23
24| 48 |Wisconsin Yes No 063 | 251 | 235 | 091 0.5 067 057 | 265 | 250 | 080 061 072 062 | 275) 291 3.07 325 | 343 3.25 5.4% 48 |24
TOTALS 20 8 Mean
9 Company[ _ 54% |
a staff[  5.0% |
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US Department of Commerce — Census Bureau

US Total Population Trend

Accessed by Staff on July 3, 2014
via the St. Louis Federal Reserve FRED System
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The Economist Magazine

America’s Lost Ooomph

Why Its Long-Term Growth Rate Has Slowed
July 19, 2014

Britain’s betrayal of Hong Kong
The Why congressmen are safer than kings

EcOnomist | Bidss hugebenetis
Filth, India’s final frontier
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America’s lost oomph

Why its long-term
growth rate has
slowed
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Title: America’s Lost Oomph; The American Economy

The
Economist
Source: The. 412.8896 (July 19, 2014): p9 (US).

Copyright: COPYRIGHT 2014 Economist Intelligence Unit N.A. Incorporated

The country's potential growth rate is barely half what it was two decades ago. Here's how to
raise it

BACK in the mid-1990s, America's economic prospects suddenly brightened. Productivity
soared. Immigrants and foreign capital flocked to take advantage of what was quickly dubbed the
"New Economy". The jobless rate fell to 4%, yet inflation remained low. All this led
economists to conclude that America's potential rate of growth — the speed at which the economy
can expand while keeping unemployment steady and inflation stable — had risen sharply from its
decades-long average of 3%, to 3.5% or even higher.

Sadly, the New Economy is no more. The recovery from the recession of 2008-09 has been the
weakest of the post-war era, and evidence is mounting that America's potential growth rate has
plummeted. Its two big determinants, the supply of workers and the rise in their
productivity, have both fallen short. Performance in the past year has been particularly feeble:
America's labor force has not grown at all and output per hour worked has fallen. The IMF
recently cut its estimate of the country’s potential rate of growth to 2%. Other economists
put it as low as 1.75%.

So far, the slide in potential has had little practical impact. Because the recession was so deep
and the recovery so weak, the economy is still operating below its capacity. But in the long term
a halving of the economic speed limit would have grim consequences. Living standards would
rise more slowly, tax revenues would be lower and the burden of paying today's debts heavier.

Solving the short-term problem means boosting demand, so the Federal Reserve should keep
interest rates low. But to pep up long-term growth, America also needs to address the supply
side. In particular, it needs more workers and faster increases in productivity.

The not-so-mysterious case of the disappearing worker

The number of working-age Americans rose by an average of 1.2% a year in the 1990’s and by a
mere 0.4% in 2013. The proportion of them actually in the workforce has fallen from over 67%
to less than 63%. The recession is partly to blame, because after years of joblessness some
people have given up looking for work. That is one reason why boosting the recovery is
important. The ageing of the baby-boomers is another reason. The number of people in their late
50s (when participation in the workforce starts to drop) and older is rising fast.

Both these vulnerabilities are exacerbated by a self-inflicted problem: policies that depress the
supply of workers. Most damaging is America's broken immigration system. Getting into the
country has become much more difficult. The number of visas issued today for highly skilled
people is a fraction of what it was in the 1990s, even as the number of unfilled vacancies for
skilled workers soars. Deportations have surged and the southern border has become far harder
to cross.
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Obamacare, though good in other respects, tends to shrink the labor force because it helps people
get health care without working. There is less to be said for the outdated social safety net, which
manages both to be stingy and to discourage work. America spends a smaller proportion of its
GDP than other rich countries on retraining the jobless and helping them find work. It has not
raised the retirement age and it has allowed its disability-insurance system to become an ersatz
welfare scheme. The number of workers on disability, hardly any of whom will work again, has
doubled since 1997 to 9m. For once, Europe could teach America some labor-market lessons:
thanks to welfare reforms, the proportion of Europeans in the workforce is now rising.

The mystery of the slump in productivity

In the long run, the most powerful way to boost growth is for workers to become more
productive, as they did in the 1990s. But raising productivity is hard, and the recent slump
puzzling. Innovation drives productivity growth, and a dizzying array of new developments,
from "big data" to the "internet of things", suggests that innovation is speeding up. Yet the
growth in the average worker's output per hour was slowing before the 2007 crisis and has fallen
further since.

That may change, because it takes a while for firms to react to disruptive technologies.
Computers started to spread in the 1980s but their impact did not show up in the data for more
than a decade. The latest surge in innovation will also take a few years to translate into higher
output per hour. The slow recovery from the recession may have lengthened this delay, by
deterring many firms from investing in information technology. But here, too, politicians have
made matters worse.

There is much America's government could do to boost investment. It could, for instance,
increase public spending on infrastructure. It could reduce the sky-high corporate tax rate which
encourages firms — such as AbbVie, which is proposing to shift its base to Britain by buying
Shire — to move abroad rather than invest at home. And it could start cutting the endless sprawl
of job-destroying regulations that companies say is a worse problem even than taxes. It is doing
none of these things.

The impact of a supply-side revolution, with immigration reform, an overhaul of disability and
training schemes, infrastructure investment, deregulation and corporate-tax reform all high on
the agenda would be gradual. But even the prospect would strengthen the recovery, by
encouraging investment and deterring the Fed from raising interest rates too soon.

Thoughtful politicians have produced schemes for radical change in almost all of these areas, but
their plans — like so much else — have fallen victim to America's polarized politics. The
Republicans stand in the way of loosening immigration rules, while Democrats fear that supply-
side reforms are a plot to hurt the average Joe. Both sides hoover up cash from special interests
keen to keep anticompetitive regulations in place. Barack Obama, the least business-friendly
president for decades, has devoted far too little attention to the problem. So the odds rise that
America's economy will continue to lumber along at an underwhelming pace and Americans will
have no one to blame but their leaders.
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New figures show that the speed at which America's economy can grow without stoking inflation
has fallen

AMERICAN workers have had no news this good for years. In June employers added 288,000
jobs, bringing the total for the year to 1.4m, the best six-month stretch since 2006.
Unemployment has sunk to 6.1%, the lowest rate in almost six years. It could hit levels long
regarded as "full employment™ within a year. Help-wanted signs are proliferating, with
vacancies up by 20% since January.

Such an ebullient labor market is usually the token of a booming economy. Not now. In the first
quarter gross domestic product fell by 2.9% at an annual rate, the worst showing since the
recession. This was a result in part of bad weather. Yet the second quarter will only be strong
enough to make up the ground lost in the first. Economists had thought 2014 would be the best
year since the recession; with growth in the first half of around zero, it is shaping up to be the
worst.

Economic growth over the business cycle is driven mostly by swings in demand, and in recent
years demand has been held back: households have been repaying their debts; the government
has restrained its spending and raised taxes; and interest rates, having reached zero, are unable to
fall further. Over the long run, however, a country's potential growth depends on supply:
how many workers it has and how productive they are. The recent divergence between
Worst of both worlds fE America's employment and output suggests the country faces not just
i States: e ~ deficient demand but also enfeebled supply, as more people working
mmGbosrfoce  BEnonfermbusiness  WINOUt More output means lower productivity. That is bad news for
' peqiviy—_, all Americans since their standard of living depends on productivity.
25 Itis also a headache for the Federal Reserve, since inflation emerges
Zmore quickly when economic capacity is expanding more slowly.
15 . . .. . .
.o Thus it could mean interest rates rising sooner than might otherwise
i B | o5 beexpected. If so, though, it would also mean they might not rise
: o WS B MR W, 0t high: in a slower-growing economy, there is less demand for
1950s 60s 70s BOs 90s 20005 10s .
Source: Bureau of Labour Statistics . Capltal .

In the 1990s America boasted one of the rich world's highest potential growth rates, of more than
3%, thanks to a labor force that was expanding by more than 1% a year and productivity, fuelled
by the spread of information technology, growing at around 3% a year (see chart 1). By 2007 the
Congressional Budget Office (CBO) had trimmed its estimate of potential growth to a still
respectable 2.6%. It now thinks it may be just 2.1% (see chart 2 on next page). The Fed has
lowered its projections of long-term growth by almost as much.

Even that may be optimistic. The recent spell of strong jobs growth and feeble output means that
productivity declined by 0.4% over the past year, JPMorgan calculates. The labor force did


http://store.eiu.com/

Docket UE 283 Staff/1404
Muldoon/5

not grow at all. Economic theory holds that unemployment declines when the economy grows
faster than its potential on the upswing of the business cycle. If the slow growth of the past year
was above the long-term potential, as the rapid drop in unemployment suggests, it would seem to
imply that the long-term potential was actually negative. Things are almost certainly not that
bad. Still, JPMorgan reckons America's potential growth is just 1.75% — about half the rate it
enjoyed from 1947 to 2007.

Measuring potential growth is notoriously difficult. Productivity is volatile, making underlying
trends hard to discern. Disentangling short-term demand from long-term supply is complicated
by the fact that the former has a direct effect on the latter. When the economy is booming,
businesses invest and innovate more, which raises productivity, and people who might have
stayed at home, retired or remained in school join the labor force. That is what happened in the
1990s: as the economic boom continued with no uptick in inflation, economists concluded that
potential growth had risen.

The great reversion

The optimistic way to read the current situation is as the same thing happening in reverse:
potential growth may be being depressed by the hangover of weak demand from the Great
Recession, rather than by underlying structural forces. For example, the labor force has grown
by just 0.3% per year so far this decade, compared with 0.8% in the previous decade, and the
participation rate — the share of the working-age population either working or looking for work —
has fallen from 65.9% at the end of 2007 to 62.8%. Some of that is structural: of particular note
is the fact that the first baby boomers qualified for Social Security (the public pension) in 2008.
Some is cyclical: those who have not found work since the recession are quitting the jobs market.
But which effect is bigger?

A new report by Barack Obama'’s Council of Economic Advisers reckons 1.6 percentage points
of the 3.1-point decline in participation can be explained by ageing alone. It reckons another half
point is clearly cyclical. That leaves a gap of roughly one percentage point requiring explanation.
One factor is that 16- to 24-year-olds are staying in education longer, and are less likely to work
while learning. But participation among those aged from 25 and 54, the biggest and most active
portion of the workforce, has also fallen — and it was doing so before the recession hit.

Reducedspeedahead -1 This fall has been most striking for those with less education:
Sted Sw"%ﬁ.ﬁ"ﬁ'?ﬂﬂa"?’??"’_@:“!". - participation has dropped by four percentage points for those with
okl -';;t;ﬁﬁa’[_lm:_;;m;m-'-’ - » only a high-school diploma, according to Judd Cramer, a doctoral
. 4.~ % student at Princeton University. These are the workers most likely to

- % pe displaced by technology or foreign competition. But this long-
% standing trend was made worse by the recession; participation in
% states hit harder by the recession fell more than it did in those less
Dol Y afflicted, according to Christopher Erceg and Andrew Levin of the
2000 - 05 0. 15 7. International Monetary Fund.

Sources: Congressional Budget Office;
U5 Bureau of Economic Analysis

In theory, a hotter economy should draw some of these workers back
into the labor market. In practice, the impact is likely to be small. Many dropouts have retired
or begun collecting disability benefits, a decision that is "more or less permanent”, according to
Shigeru Fujita of the Federal Reserve Bank of Philadelphia. And the structural problem will get
worse; the baby-boomers will continue to retire, even as the supply of new workers shrivels. The
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Census Bureau reckons America's working-age population will grow by just 0.3% a year
from 2010 to 2030, less than a third of the rate of the past two decades. Ageing is not the
only reason: falling fertility rates and declining immigration also play a role.

Like labor, productivity is growing more slowly, averaging a little over 1% since the recovery
began, about half the average of 2.3% from 1947 to 2007. This might be partly cyclical: weak
sales and financial crises have discouraged investment in recent years. But productivity growth
had begun to slow even before the recession, from around 2005. John Fernald of the Federal
Reserve Bank of San Francisco attributes this to the waning of the IT revolution. Led by the
likes of Walmart, a fiercely efficient retailer, businesses began using IT in the late 1990s to better
manage supply chains, deploy workers and design products. By 2005 they had reaped most of
the benefits, the theory runs, and the pace of innovation in semiconductors had slowed.

The spread of social media which allow new forms of working, of automation which increases an
individual's output and of many other technological innovations which, like those of the previous
wave, are taking their time to show up in the productivity figures may yet improve the outlook.
But such a pay-off could be many years away. As Michael Feroli of JPMorgan notes, the share
of GDP devoted to investments in IT plunged during the recession and has continued to fall,
even as investment of other sorts has recovered. The Bank Credit Analyst, an investment
journal, notes that lower potential growth means business needs less capital to meet future sales.
That would explain why investment, at 12% of GDP, remains below its pre-recession peak.

Even if potential growth picks up a bit, America will increasingly resemble the ageing slow-
growth economies on which it used to look down. To improve potential growth policymakers
can take various steps, such as raising the age at which the elderly receive government benefits,
lowering the top corporate-tax rate and reforming support for the disabled. But such steps would
take years to bear fruit. In the meantime the Fed has held interest rates at zero out of a belief that
the economy is loaded with spare capacity which is holding down inflation.

Recent data have prompted a reappraisal. Not only has unemployment fallen rapidly, broader
measures of underemployment which include the unemployed who have given up looking for
work have fallen even further. Yet participation has not risen. Meanwhile, employers are
having more trouble filling jobs: in May 3.2% of all jobs went vacant, close to a seven-year high,
suggesting the jobless lack the skills that employers are looking for.

All this indicates that the economy is closer to full employment than the Fed had expected just a
year ago. Given how quiescent wages and prices remain, rate rises seem still at least a year
away. But as Janet Yellen, the Fed chair, noted on July 15th, that date will come sooner if
unemployment keeps falling so quickly.

Source Citation (MLA 7" Edition)
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[ 201719 PROJECTIONS, |- oo pred nieetes ! . N i
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Wah 00 (3] % d R Ll 2
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low 45 ((-10%7) 3% 2
Insider Decisions : 2

JASONDJFEM PR e - 16
to 000000000 ., LT Y 12
Opions 0 20000000 / - ,
s 010000900 e SPCLCTN SR T %TOT, RETURN 5114 |8
Institutional Decisions / - * efrere THS  VLARITH

3000 4013 100M | poreent 15 ) I I - stock oK™ |
toBuy 94 92 92| shares 10 " o g X 4

Sell 58 71 66 - Iy 414 43.7

:?rd'z(m) 24852 25286 29252 raded & ﬁﬁtﬂﬂﬂ i [Iﬂ 5y 1367 1619 |
ALLETE, in its current configuration, began | 2004 | 2005 | 2006 | 2007 {2008 | 2009 | 2010 2011 [2012 [2013 {2014 | 2015 | ©SVALUELINEPUB.LLC|47+19
trading on September 21, 2004, the day| 2530 2450 2523} 27.33) 2457 2157 | 2534 | 2475 | 24401 2460 | 2485( 26.30 |Revenues persh 29,50
after It spun off its automotive services busl-| 207 | 885 414| 442) 423) 357 435) 491 501} 5365) 5401 590 “CashFlow” porsh 7.00
ness, ADESA (now KAR Auction Services,| 135| 248| 277 308| 282 189 219 265( 258} 263| 280| 300 FamingspershA 375

1841 190) 196| 204 |DivdDecl'dpersh®mt| 230

a 1-for-3 reverse stock spiit. ALLETE share-
holders recelved one share of ADESA for
each ALLETE share held. Data for the “old”
ALLETE are not shown because they are
not comparable.

GAPITAL STRUCTURE as of 3/31/14

2721 1985] 33r] 682] 924 905| 695] 638
123] 2003| 2190 | 2441 [ 25637 { 2641 | 27.26 | 28.78

1030 7931 74.05| 695 [Cap'l Spending per sh 5.75
3048 | 32441 34.70| 3580 |Book Value persh 375

29701 30401 3040 [ 30.80 | 32.60 { 3520 | 35.80 | 37.50

3940 | 41401 4550 46.00 [Common Shs Outst'g® | 47.50

262 119 165 148] 139 161 | 160] 147

158 | 186 | Bord figlres are |Avg Ann'l PIE Ratio 135

Total Debt $1213.6 mill. Due in 5 Yrs $246.0 mill,
LT Debt $1202.5 mill, LT Interest $53.1 mill

(LT interest eamed: 3.6x)
Leases, Uncapitalized Annual rentals $12.1 mill,

1331 95| o] 9] 84| o] 102] 82| 01| 105] valueltme  [Relative PE Ratio 85
% | 28% | 32% | 36% | 44% | 58% | 50% | 46% | 45% | 38% | ™S vy Annl Divd Yield 4.5%
514 | 13741 o7 | sat7 | 8010 7504 | 070 | 9282 | 961.2{ 10184 130 1210 |Revenues ($mill) 1400
3850 660 73| o6 25| 10| 753 938 | on4f 1047 120|135 |NetProfit (Smil) 170
30.8% | 284% | 97.5% | 34.8% | 34.3% | 33.7% | 37.2% | 27.6% | 28.1% | 215% | 22.0% | 22.0% |income Tax Rate 22.0%

18% | A% | 14% | 66% | 58% | 128% | 89% | 27%

53% 1 44% | 7.0% | 4.0% |AFUDC % to Net Profit 20%

Pension Assets-12/13 $501.6 mil.
Oblig. $622.8 mill,

38.2% | 30.1% [ 35.1% | 35.6% | 41.6% [ 428% | 442% | 44.3%
61.8% | 60.9% | 64.9% | 64.4% | 584% [ 67.2% | 65.8% | 65.7%

43.7% | 44.6% | 45.5% | 45.5% |Long-Term DebtRatlo | 42.0%
56.3% | 554% | 54.5% | 54.5% [Common Equity Ratlo | 58.0%

Pfd Stack None

1020.7 | 9906 [ 1025.6 | 11535 | 1415.4 | 16253 | 1747.6 | 1937.2
8834 | 0604 | 9216 | 11045 | 13673 | 1622.7 | 18056 | 19827

21346 | 24258 | 2900 | 3015 |Total Capital (mill) 3250
23476 | 25765 | 3090 | 3275 |Net Plant ($milf) 3525

Common Stock 42,357,546 shs,

51% | 8.0% | 86% | B86% | 67% | 48% | 54% [ 6.0%
8.4% | 113% | 11.6% | 11.8% | 100% | 66% | 7.7% | 8.7%
6.4% | 11.3% | 11.6% | 11.8% | 10.0% | 6.6% [ 7.7% | 8.7%

58% 1 53% | 6.0% ! 55% |Returnon Total Cap'l 6.0%
8.1% | 7.8% | 7.5% | 85% [Return on Shr. Equity 9.0%
8.4% | 78% 1| 7.5%| 85% [Returnon ComEquityE | 9.0%

MARKET GAP: $241 billion (Mid Cap)
ELEGTRIC OPERATING STATISTICS

47% | 52% | 50% | 58% | 39% | 5% | 1.8% | 29%
2% | B4% | 57% | 51% | 6i% ] 93% | 81% | 66%

23% | 22% Y 28%| 25% (Retained to ComEq 3.5%
% | 72% | 70%| 69% |AllDivids to Net Prof 64%

ANNUAL RATES Past Past Est'd 1113
ofchange (porsh)  18Yrs,  5Yrs. 10719
-1.0% 3.0%

Revenues -- o
“Cash Flow" -~ 35% - 855%
Eamings -~ 20%  6.0%
Dividends -~ 30% 4.0%
Book Value -~ 50% 4.5%

Cal- | QUARTERLY REVENUES ($mill} | Full
endar [Mar.31 Jun. 30 Sep.30 Dec.34| Year

2011 (2422 2199 2268 2302 | 9202
2012 [2400 2164 2488 2860 | 9612
2013 12638 2356 2510 2680 [10184
2014 {2965 2635 200 290 (1130
2015 {300 290 305 315 |1210

Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year
2014 | 1.07 48 57 53 1 265

012 | 66 38 78 5] 258
2013 | 83 35 6 82| 283
2014 | 80 45 70 85| 280
25 | 90 45 75 .80 | 300

Gal. | QUARTERLYDIVIDENDS PAIDBwt | Fult
endar [Mar31 Jun,30 Sep.30 Decdi| Year

T | 440 44 M oM 176
2011 | 445 445 A6 445 | T8
2012 | 46 46 A6 4B 1.84
2013 | 475 475 ATB AT5 | 190
2014 | 49 48

will climb 6%-7% this year and next.
Minnesota Power, the company's primary
utility subsidiary, benefits from regulatory
mechanisms that allow current cost re-
covery on capital spending for transmis-
sion, renewable energy, and environmen-
tal upgrades. A few such projects are un-
der way or are under development. A 205-
megawatt wind project is expected to be
complete by yearend at a cost of $345 mil-
'lon. It will probably be completed by yéar-
end. A $310 million upgrade to a coal-fired
facility should be finished in 2016. Min-
nesota Power is also asking state and fed-
eral regulators for permission to construct
a transmission line to Canada. The utili-
ty's share of the project is estimated at
$300 million. Minnesota Power is alsc ben-
efiting from plant expansions by industrial
customers. The mining industry is big in
northern Minnesota,

We have trimmed our 2014 earnings
estimate by a nickel a share, however.
First-quarter profits were below our ex-
pectation due in part to $0.03 a share of
acquisition costs for a purchase of wind
facilities by the ALLETE Clean Energy

% Change Retal Salos (W) ,05(11 +°11% 2011? BUSINESS: ALLETE, Inc. Is the parent of Minnesola Power, which  projects. Has real estate operation in FL. Spun off automotive
Wg. NA NA NA | supplies electricity to 146,000 customers in northeastern MN, & Su-  remarketing operation in '04, Generating sources: coal & lignite,
Avg.Indust, Revs.mf WH ) 157‘38 157%3 15.[‘32 perior Water, Light & Power in northwestern WL, Electric rev. break-  63%; wind, 6%; hydro, 1%; blomass, 1%; purch., 29%. 13 deprec,
g:akmﬁ‘m{(wmw F 1509 1633 1646 down: taconite mining/processing, 27%; paperiwood products, 8%;  rate: 3.0%. Has 1,600 employees. Chaiman, President & CEO:
m[@m(o/} 790 790 NA | other Industrial, 7%; residential, 12%; commercial, 13%; wholesale, ~Alan R, Hodnlk, Inc.: MN, Address: 30 West Superlor St, Duluth,
%eeQemesag) +5 +5  NA | 10% other, 22%. ALLETE Clean Energy owns renewable energy MN 55802-2093, Tel.: 218-279-6000. internet: www.allete.com.

PedGep®r) 344 34 306 | We estimate that ALLETE’s profits subsidiary. Our revised estimate remains

within the company's targeted range of
$2.75-$2.95 a share, which does not in-
clude the acquisition costs.

The company's $640 million capital
budget for 2014 is the highest in its
history. This is understandable, consider-
ing the aforementioned projects that are
under construction. Also understandable is
ALLETE'’s need for financing. The compa-
ny will issue at least $215 million of long-
term debt this year, and effected a $155
million forward equity sale in the first
quarter. The shares will be drawn down as
needed. .
ALLETE Properties remains a drag on
earnings. This subsidiary, which owns
real estate in Florida, was once a solid
contributor to profits, but fell into the red
once the real estate market collapsed. This
is why the company’s return on equity is
lower than it was from 2005 through 2008.
ALLETE plans to exit this business.

This stock’s dividend yield and 3- to 5-
year total return potential are slightly
above the norms for the electric utili-
ty industry.

Paul E. Debbas, CFA June 20, 2014

gA) Diluted EPS, Excl. nonrec. gain (loss): ‘04, | due late July. (B) Div'ds historically paid in ear- | (D) In mili. (E) Rate base: Original cost deprec. | Company’s Financial Strength A
¢; 05, {$1.84) gain {losses) on disc. ops.: | ly Mar,, June, Sept, and Dec, = Div'd relnvest- | Rate .allowed on com. eq in *10; 10.38%; | Stock’s Price Stabllity 95
04, $2.57, '05, {18¢); '06, (2¢); loss from ac- | ment plan avall, ¥ Shareholder investment plan | earned on avg. com. eq, '13; 8.3%. Regulatory | Price Growth Persistence 45

counting change: '04, 27¢. Next egs. report | avall, {C} Incl. deferred chgs. In '12: $6.37/sh, | Climale: Avg. (F) Summer peak in "2 & "13.

Earnings Predictability 80
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2013 3 004 : i 8 ' M STOCK  INDEX
T s A e Porcent 12 P T I 1111 T iy, 227 194 [
fo el 29 131 145 | traded 4 1l 3y, 577 437
Hid's(8) 64486 66218 65698 i I By 2014 1619
Alliant Energy, formerly called Interstate En- | 2004 | 2005 [ 2006 | 2007 2008 [ 2009 [2010 |2014 | 2012 | 2013 | 2014 | 2015 | SVALUELINEFUB.LLE[17-19

ergy Corporation, was formed on April 21,| 2556 | 2802 | 2803 | 315 | 3333 | 3102 | 2081 | 3302 | 27.88| 3367 | 85.25| 37.35 [Revenuos persh 30.15
1998 through the merger of WPL Holdings, | 460 | 546 | 433| 542 48| 421 | 521 ] 551| 580 620| 660 685 |"CashFiow" persh 175
IES Industries, and Interstate Power, WPL| 185 221 206| 269| 25¢| 89| 275] 275| 305! 329] 65| 390 |Eamingspersh A 405

stockholders received one share of Infer-| 102] 05| 45| 27| 140| 150 158 | 170 | 80| 188 204| 220 DW'dDecldpersh Bmt| 240
state Energy stock for each WPL share, IES | 555 | 451 342 497| 786 1087 | 782| 607 | 1043| 0.21| 750] 9.45 |CaplSpending persh 6.60
stockholders recelved 1.14 Interslate Ener-| 2243 | 2085 | 2263 | 2430 | 2556 | 2507 | 2609 | 2704 | 28.25| 2945] 30.00| 31.35 |Book Value per sh © 3480
gy shares for each IES share, and Interstate [116.74 | 117.04 | 11613 | 110.36 | 110.45 | 110.66 | 110.89 | 113,02 | 110.99 [ 11098 | 177.00 | 11200 | Gommon Shs Outstg P | 715,60

Power stockholders received 1.1 Interstate [ 1407 1261 168 154 134 | 138 | 125| 15| 145| 163 | Bolariglresare |Avg Annl PJE Ratio 135
Energy shares for each Interstate Power| 74| 67] 91| 80| 81| 9| 80| 91| 92| 86| Vaslie |Relative PIE Ratio 85
share. 39% | 38% | 33% | 31% | 41% | 5% | 46% | 43% | 4% | 44% | *"  IAyg Anwi Divd Vield 4.2%
CAPITAL STRUCTURE as of 3/31/14 2058.7 | 32796 1 3359.4 | 3437.6 | 36817 | 34328 | 3446.1 | 36653 | 30945 | 32768 | 3430 | 3800 |Revenues ($mil) 4500
Total Debt $3560.7 mill. Due In 5 Yrs $772.6 mill. 2295 3378 | 2601 | 3208 | 280.0 | 2086 [ 3039 | 3044 | 3378 3762 360 385 [Net Profit {$mill) 465
LLTTl;elbWZ‘?O-G mil GX)LT Interest $180.0mil. o575 0.0% [438% | 444% | 304% | -- | 30.1% | 10.0% | 21.6% | 124% | 75.0% | 20.0% [Income TaxRele | 30.0%
(LT interest eamed: 3. 8% | 0% | 3% | 24% [ - -] | .| 88%| 65%| 7.0%| 7.0% JAFUDC%toNetProft | 8.0%
Pension Assets-12/13 $965.6 mill. Oblig, $1113.4 | 450% | 41.6% | 314% | 324% | 36.3% | 44.3% | 46.3% | 457% | 484% | 46.5% | 47.5% | 47.6% |Long-Term DebtRatlo | 46.0%
mill, 50.2% | 53.1% | 62.9% | 61.9% | 58.6% | 61.2% | 49.5% [50.9% | 48.4% | 47.0% | 49.5% | 49.5% |Common Equity Ratlo | 51.5%
g%iog%g[l)( s$h2500-0 mill. Pfd Div'd $10.2 mill. 5104.7 | 4500.1 1 42184 | 43295 | 48156 | 5423.0 | 5840.8 | 50212 | 6476.6 | 6520.8 | 6650 | 6850 {Total Capita! (Smill) 7800
U0, . 52846 [ 4086.2 | 4844.9 | 4679.9 | 6353.5 | 6203.0 | 6730.6 | 7037.1 | 7838.0 | 7447.3 | 8200 | 8500 [Net Plant ($mil) 9500

81%( 89%( 75% | 86% [ 7.0% | 51% | 66% | 64% | 63% | 6.5%| 7.0%| 7.0% [Returnon Tolal Capl 7.0%
Common Stack 110,937,182 shs. 82% 1 126% [ 9.0% | 11.0% | 9.1% | 65% | 97% | 9.5% | 101% | 10.2% | 10.5% | 10.5% [Return on Shr. Equity 11.0%

82% | 13.4% [ 91% | 10.3% | 9.3% | 6.8% | 0.9% | 0.5% { 10.3% | 10.3% | 11.0% | 11.5% [Return on Com Equity ¥ | 14.5%
MARKET CAP: $6.4 billion (Large Cap) 38% | B81% [ 40% 59% | 38% | 8% { 38% | 33% | 39%| 4.0%| 40%| 45% |Retained toGomEq 5.0%
ELECTRIC OPERATING STATISTICS 58% | 42% | 59% | 50% | 62% | 88% | 64% | 67% | 64% | 64% | 62% 61% |AllDiv'ds to Net Prof 58%
4 Chango Rl Sl (WH) .8 2(11§ 20,,1? BUSINESS: Alllant Energy Corp., formerly named Interstate Ener-  sources, 2013; coal, 48%; nuclear, 17%; gas, 4%; other, 31%, Fuel
. HJ 11504 11565 11471 | 9y, s a holding company formed through the merger of WPL Hold- costs: 50% of revs. 2013 depreciation rate: 5.5%. Estimated plant
Avg, Indusl. Rews, ﬁer WH {§) .51 842 6.15 | Ings, IES Industries, and Interstale Power. Supplles electriclly, gas, age: 11 years, Has 3,950 employees. Chairman & Chlef Executive
gﬁmﬁ‘mﬂ«v} g;gﬁ . gggg gg%g and other services in Wisconsin, lowa, and Minnesota, Elect. revs, Officer: Patricia L. Kampling. Incorporated: Wisconsin, Address:
AnnuaILaédFaclor(& WA NA WA | by state: Wi, 47%; IA, 50%; MN, 3%. Elect. rev.: residentlal, 38%; 4902 N. Billmore Lane, Madison, Wisconsin 53718, Telephone:
% Change Customers (jrnt) +9 +3 7 +4 | commerclal, 24%; industrial, 29%; wholesale, 7%; other, 2%, Fuel ~ 608-468-3311, Internet: www.alllantenergy.com.

Fied g Cov. %) 302 332 295 | Alliant  Energy reported strong distributed over the next three years. In
ANNUAL RATES _Past Post Estd 11213 Xt‘xarterly results to start off the year. return, Alliant will be able to continue im-
ofchange persh)  10¥is, BV, to'17 ided by the harsh winter weather, the proving and expanding its Iowa electric
Revenues -« 10% 40% | Wisconsin-based utility was able to post a system. The company had already invested

“Cash Flow" .- 20%  60% | 38% rise in quarterly profit. Unusually more than $750 million in Iowa, and plans
Em}g‘ggs ?g:ﬁ; g:g:/: 3222 cold temperatures during the first three to add another $500 million over the next
Book Value 20% 35% 4.0% | months of the year were the catalysts that few years in the hopes of improving its in-

helped fuel demand in the company’s gas frastructure and customer base.

eﬁg'a'r MS%RTEE:,'L%EVQ;’%SO(s{)nluc')m ;églr an(.i electric units. Revenue from the gas The stock’s dividend yield is about
2011 | 9450 B195 10716 8792 | Je5a| wnit rose 22% for the quarter, while the average for a utility. In April, the board
2012 | 7657 6803 8876 7509 | 30045 electric segment adva’nced.7%. In addition, of directors declared a quarterly dividend
2013 | 8505 7180 8866 8326 | 768 the company's ‘other’ division, which in- of $0.51 a share, which at the current
{2014 [ 0528 750 960 787.2| 3450 | cludes wholesale energy market ex- price translates to a 3.5% annualized
2015 | 950 850 1100 900 | 3800 | changes, increased 27% year over year. In yield, Moreover, Alliant has now paid out
Cal- EARNINGS PER SHARE A Far | Sum, total revenue of $952.8 million in- 274 consecutive quarterly dividend pay-

Mar31 Jun.30 Sep.30 Dec.31| Year creasefi 11% over the prior year's tally, ments dating back to- 1946, when the com-
2011 B 44 112 511 275 Likewise, overall share net came in at pany first emerged as a player in the ener-
02 | 50 58 134 63| 35| $0.97, and was aided by lower operating gy industry.
2013 | 72 59 143 55| 329 expenses as a percentage of revenue. Fur- This timely issue should be sought b
2014 o7 65 145 58| 365| ther, the company should continue to see investors who value dividend growt
2045 85 JO 165 70| 3.90f strong earnings growth over the next few and stability, The company’s impressive
Cal- | QUARTERLYDIVIDENDSPADE st | Fy | YEATS @S household demand for gas and Financial Strength rating, along with the
endar [Mar31 Jun.30 Sep.30 Dec3ti Year electric rises, equity's low volatility and a steady income
2000 | 295 395 295 395 | 158 The utility recently reac}}ed. a rate stream makes this issue appealing to con- )
s | a5 a5 45 45 | 170 | @agreement with customers in its Towa- servative, income-oriented investors. Long-
012 | 45 45 4545 130 | based segment. The terms include steady term total return potential, however, is
2043 | 47 47 41 47 | 4188| base electric rates through 2016, as well as less than enticing,
2014 | 51 51 . credits of up to $100 million that will be Daniel Henigson . June 20, 2014

(A) Diluted EPS, Excl. nonrecur, galns (losses): | Div'ds historlcally paid in mid-Feb., May, Aug., | $0.77/sh, (D) In mill. (E) Rate base; Orig. cost. | Company’s Financlal Strength A
‘03, net 24¢; '04, (58¢3; '05, (§1,05); '06, 83¢; | and Nov. » Div'd reinvest, plan avail. § Share- | Rates all'd on com. eq. In 1A In*13: 9.5%; in Wi | Stock's Price Stability 100
'07, $1.08; °08, 7¢; ‘09, (88¢); '10, (15¢?; 11, | holder invest. plan avafl, in "13 Regul. Cfim.; W, Above Ava.; IA, Avg. Price Growth Persistence 95

Earnings Predictabllity 75
To subscribe call 1-800-833-0046,

(1¢); '12, (16¢). Next egs. rpt. due late July. (B) | (C) Incl. deferred chgs. In *13: $85.8 mil.,

© 2014 Valye Line Publishing LLC, All rights resetved, Factual material is obtained from sources believed to be reffable and is provided without warrandes of any kind,
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Institutional Decisions . .i.m[ | b L0 JHs VRIS
5B 4013 e . .
oy e et BT : 1y, 208 194 [
«osﬂ’{ 183 197  184|ijraded 5 ﬂﬂﬁﬂmﬂhﬂlﬂh] 3y 532 437
Hids{oot) 150342 151492 154456 5yr. 1199 1619
1998 ] 1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 | 2008 {2009 {2010 2011 | 2012 [2013 | 2014 | 2015 | SVALUELNEPUB, LLC|17-19
2418 2568 ( 28.40| 3264 | 2493 | 2620) 2643 ) 3342 3330 3623 | 3692 2087 ) 3177 | 3104 | 2044 | 2408 | 2535| 26.60 |Revenues persh 20.00
53| 536| 641 633] 528; 629 557| 610f 602 676| 644| 606| 633 587 | 587| 525| &70| 6.05|"Cash Flow" persh 7.00
282) -281{ 333 341| 266] 394 282| 343} 266 298! 288 278| 277 247 241 210| 240| 255 |Eamingspersh A 3.00
264 254| 2b4| 254 254 254] 254| 2541 254 254] 254 154] 154| 156] 460f 1.60] 460| 1.64 |Divid Decl'd persh Bm 1.80
237 4t6] &77| TOO[ BAT] 419] 443 483 499) 696 975 751 | 466 450 | 548 &587| 750 7.10 [Cap’l Spending per sh 6.00
2027122521 2330 2426 2493 2673| 2071 | 31.08) 3186 | 3241 | 3280 | 33.08 ) 3295 | 3284 | 27.27| 2697 | 27.80 28.70 {Book Value persh © 225
13722 { 13722 137.22 | 138.05 | 154.10 ] 162,90 | 195.20 | 204.70 | 206.60 | 208.30 | 212.30 | 23740 | 24040 | 242,60 | 242,83 | 242.63 | 242,65 | 242.85 |Common Shs Outst'g B | 252,00
2] 135 T.O] 124] 158} 135] 183| 167[ 84| 174} 142 9.3 971 119 134 165 | Bold figyres are |Avg Ann'f P/E Ratlo 135
T4 T 12 62 86 N 88 881 106 2 85 82 62 15 85 93| ValuglLine |Relativa P/E Ratio 85
B3% | 67%| 63% | 62% | 61% 60%| 55% | 49% | 49% | 49% | 62% | 6.0% | 58% | 53% | 50%| 4% | e Avg Anw'} Div'd Yield 4.5%
CAPITAL STRUCTURE as of 3/31/14 §160.0 | 6780.0 | 6880.0 | 7546.0 | 7839.0 | 7090.0 | 7638.0 | 7631.0 | 68280 | 6838.0 | 6750 | 6450 |Revenues {$mill) 7300
Total Debt $6674.0 mill. Due In 5 Yrs $3270.0mill, | 5410 | 6200 | 547.0 | 6290 | 6150 | 6240 | 6600 | 6020 | 589.0| 5180 | 500| 635 |Net Profit ($mi 785
LY pabt $02260 k. x;-T'"‘mS'm“-O mil.  [7303% [ 366% | 32.7% | 335% | 33.7% | 307% | 368% | 37.3% | 36.9% | 375% | 98.5% | 38.0% [Income Tax Rate 8.0%
e e Al ronls $14.0mil, | 18% | 20% | 7% | % | 46% | 5% | 7.0% | 66% | 6% 7.0% | 70% | 60% |AFUDC %otoNetProfi | 50%
Pension Assets-12/13 $3461 mill. 455% | 44.9% | 43.8% | 45.0% | 47.8% | 49.7% | 48.2% | 45.3% | 49.5% | 45.2% | 47.0% | 46.5% |Long-Term DebtRatio | 45.5%
Oblig. $3900 mill. | 52.6% | §3.3% | 54.6% | 534% | 50.8% | 49.1% | 50.9% | 563.7% | 49.4% | 53.7% | 52.0% | 53.0% |Common Equity Ratio | 8§3.5%
Pid Stack $142.0 mill.  PFfd Div'd $8.0 mil 11036 | 11632 | 12063 | 12654 | 13712 | 15991 | 15185 | 14738 | 13384 | 12190 | 12950 | 73100 | Total Capltal (Smill 15200
8?71-%95 7“- $g~5° '°$ﬁ%§%$gfg‘1‘;};;§f.’)é?;‘;‘;3 13297 | 13572 | 14286 | 15069 | 16567 | 17610 | 17853 | 18127 | 16095 | 16205 | 17225 | 18400 |Net Plant ($mif) 20000
e TG 10 0820 |G | 65% | 6% | 02% | 57% | 53% | 60% | 56% | 60| 56k | 60| 60% [Reamon e GapT | 5%
$104/sh, 90% | 85% | 8.4% | G.0% | 86% | 7.8% | 85% | 7.5% | 87%| 7% | 8.5% | 9.0% |Return on Shr. Equity 9.5%
Common Stock 242,634,798 shs. as of 4/30/14 91% | 07% | 81% | 82% [ 87% | 7.8% | 8.6% { 7.5% | 88% | 78% | 85% | 9.0% |ReturnonComEquity E| 9.5%
MARKET CAP: $9.3 billion (Large Cap) O% [ 17% | %] 13% | 1.0% | 35% | 38% | 28% | 3.0%| 19% | 30% | 3.5% [Retainedto ComEq 40%
ELECTRIC OPERATING STATISTICS ot% 1 83% | 97% | ©86% | 968% | 56% | B56% | 63% | 66% | 76% | 67% | 64% |All Div'dstoNetProf 56%
% Change Relal Sl () 20113 20_1} 20_1_? BUSINESS: Ameren Corp. is a holding company formed through  9%. Generating sources: coal, 70%; nuclear, 11%; hydro, 2%; gas,
g, ndisl Use NA WA §A | the merger of Unlon Electric and CIPSCO, Acquired CILCORP  1%; purchased, 16%. Fuel costs: 32% of revs. '13 reported depr.
Avg.rrdusLRws.ﬁe( Hig) 493 480 4.96 1 1/03; Ninols Power 10/04. Has 1.2 mill. electdc and 127,000 gas rates: 3%-4%. Has 8,500 employees, Chalrman; Thomas R, Voss,
gggma?i‘gmerw ) M M M customers In Missourl; 1.2 mill. electric and 811,000 gas customers  President & CEO: Wamer L. Baxter. Inc.. MO. Address: One
Al Load Facr NA NA Na | In Minols. Discont. power-generation op, in “13. Electrlc rev. break-  Ameren Plaza, 1801 Chouteau Ave., P.O, Box 66149, St Louls,
xcmgemms)md) NA NA NA | down: residential, 46%; commercial, 33%; Industrial, 12%; other, MO 63166-6149, Tel.: 314-621-3222, Internet: www.ameren.com.
Fied Chaiga Cov. (%) 295 231 238 | Ameren's earnings should advance at aforementioned debt reduction. And Cal-
ANNUAL RATES Past Past Estd i3] 2 low double-digit pace in 2014. A laway is not scheduled for a refueling out-
ofchange (ersh)  40Yrs.  5Vs, fo'7Mg | colder-than-normal winter boosted first- age in 2015, The first-quarter comparison
Revenuges -5% -5.0% 5% | quarter profits by $0.07 a share. In fact, will be tough, however, assuming a return
;’ECas‘h Flow" ég‘f{}ﬁ 38‘;/; 2%’{; the favorable weather conditions prompted to normal weather conditions,
ERmras. %248 807 %04 | management to raise ils earnings target Ameren has established a profit
Beok Value 15% -20% 20% | by anickel a share, to $2.30-$2.50. Beyond growth target of 7%-10% annually (off
Cal- | GUARTERLYREVENUES mil) | Fun the weather, Ameren is benefiting from a 2013 base) through 2018. Electric
endar |Mar31 Jun30 Sep.30 Decdi| Year | Tate relief in Illinois and the refinancing in transmission spending is a key driver. The
2017 (1904 1781 2268 1578|7530 May of high-cost borrowings at the parent company plans to spend $2,25 billion on
2012 {1658 1860 2001 1500 |sspao| level. We have raised our 2014 earnings transmission from 2014 through 2018.
2013 | 1475 1403 1638 1322 | 58380 estimate by $0.05 a share, to $2.40. Ameren is allowed a 12.38% return on
2014 | 1504 1475 1725 1356 | 650 | Ameren plans to file a rate case in equity on its federally regulated transmis-
W95 | 1650 1550 1825 1425 6450 | Missouri by mid-July. The utility wants sion investment, well above its allowed
Cal- EARNINGS PER SHARE A Fal | 10 place some capital projects in the rate ROEs in Missouri and Illinaois.
endar [Mar31 Jun30 Sep.30 Dec.dt| Year | D2se, including the replacement of the We think the board of directors will
o0 | 29 5 150 10 | 247]| reactor head at the Callaway nuclear raise the dividend in 2015. This hasn't
o012 | d41 87 154 41 | 241| plant. However, at the same time that happened since late 2011, The payout
03| 2 44 425 49 | 240| Ameren believes it needs rate relief, its ratio should be low enough to allow for
214 | 40 60 130 .10 | 240 largest customer, Noranda Aluminum, is such a move, and Ameren’s finances are
20151 30 .70 135 .20 | 255 trying to force the company (via filings sound. In fact, we have raised the stock’s
cal. | QUARTERLYDVIDENDSPAD 8w | pun | With the state commission) to reduce the Safety rank from 3 to 2 (Above Average).
endar |Mar31 Jun30 Sep.30 Dec3t| Year | rate that it pays to Ameren., New tariffs This stock's dividend yield is frac-
2010 | 385 385 385 385 | 154| Wil probably take effect in June of 2015.  tionally above the utility average. Like
51 | 395 g5 a5 40 | 15 | We expect another good earnings in- most utility issues, the recent price is
012 140 40 40 A0 g0 | crease next year. We figure that Ameren within the 2017-2019 Target Price Range,
2013 { 40 40 40 40 1601 will obtain some rate relief. The company so total return potential is just modest.
2014 | 40 will also have a full year’s benefit from the Paul E. Debbas, CFA June 20, 2014

(A) Diluted EPS. Excl. nonrecur. gain (losses); | early Aug. (B) Divds histor. pald in late Mar.,

03, 11¢; '05, (11¢); '10, {$2.19); “11, (32¢); '12, | June, Sept,, & Dec. m Div'd reinvest, plan avall, | specified gas; in IL in '14: 8.7% elec,, 9.06%

($6.42); loss from disc. ops.: "3, 92¢. 11 EPS | (C) Incl. intanﬁ. In*13: $6.90/sh. (D) In mill, (E) { gas; eamed on avg, com. eq., "13: 7.6%. Regu-
g, cost deprec. Rate allowed on | latory Climate: MO, Avg.; IL, Below Avg.

com, eq. In MO in *13: 6.8% elec,, In "41: none | Company's Financial Strength B4+

Stock’s Price Stabllity 100
Price Growth Persistence 5
Eamings Predictability 90

don'tadd due to rounding. Next egs. repart due | Rate base: O
© 2074 Value Une Publishing LLC. Alt rights reserved, Factual material is obtained from sources belleved to be reffable and Is provided without warranties of any kind, .
THE PUBLISHER 15 NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publcalion s uicy for subscbor's oy, nor-commerca, inerna use, o part UL L1 R e | IR B L kX 1113
of it may be reproduced, resold, stored or transritied In any piinted, electronic or other form, or used for generating o markeling any primted o elecronic publication, service or product
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due to rounding. Next earnings report due early | (D) In mill. (E) Rate base: Net arig. cost. Rate | Avg.; ID, Above Avg. (F) Summer peak In "12.

RECENT PIE Tralling: 16.3 Y| RELATIVE DvD 0
AVISTA CORP. wvse.an ST 31,2800 16.6 Gane RN 0.880% 4% |
meaness 2 et | o] ]G] TG ] %] | %a| B | 8| | o Tyt o
SAFETY 2 Resed S0 LEGENDS.
— g, o
TECHNCAL 2 Rabedqs | | dideciy e e "
[ BETA B0 (100=Marke) | Ogggg::dfsa Indicates recesslon S T 40
201719 PROJECTIONS o Mk G BN ENYEES EEEER 32
Anp'l Total alt I PR LI o T T O e 2
Price Galr: Retgm - “‘||"'. FTRTL LA + 3 50
ﬂ%}‘ gg ((t;gn;:} 7N/i”, ||'i ul"“ NI DRI bre
Insider Decisions | S— 12
JIJASONDUJUF
By 00000000 0T Tondo 8
Opforis G 0 0 0 0 0 0 0 0 FTor® pugete™ heteeens, i 3 . 6
bl 101100000, ° i N RS XN % TOT, RETURN 3/14
Institutional Decisions "oyl Jus v s
2013 018 Q013 i

wy w T R s A
m:(oon) 40070_4o16o_atehy | 20 O | 5yr.. 1801 2451
1908 [ 1999 | 2000 [ 2001 | 2002 {2003 | 2004 | 2005 | 2006 [ 2007 2008 {2009 {2010 | 2011 [2012 {2013 |2014 2015 | ©VALUELINE PUB.LLC{17-19

91071 22175 | 167.59 | 126.47 | 2041 2324{ 23.76| 27981 2868 2680} 3077 | 27.58 | 2129 | 27.73 | 2586 | 2694 | 26.60( 26.35 Revenues persh 32.25

3471 2281 331 27| 219| 2831 235| 272] 427| 293 398 445 362 378 370| 436 430! 4.60)"CashFlow" persh 5.25
1.28 A2 416 120 67 102 J3 921 1471 J2) 136 156] 165 472 132 185{ 1.85{ 1.95|Famingspersh A 225
1.08 A48 48 A8 A8 49 52 55 57 80 69 811 100 130) 138| 122 127 1.32|DivdDecldpershBs 150
2.70| 330 428| 5921 14| 220 247} 323 314 404 | 409 386 364| 420 461| 505] &650| 575 |Cap’l Spending persh 575
14767 1069 | 1534 1542 1484 | 1554 1554 | 1587 | 1746 17.27 | 1830 | 1947 | 1971 | 20.30 | 21.08| 2161 | 2245| 2305 {Book Value persh © 25.00
4045 | 3565 47211 4763 4804 4834 4847 | 4859 | 52511 5291 | 5440 | 64.84 | 6712 | 5842 | 50.81) 60.08 | 63.00 | 63.50 |Common Shs Outst’g © | 6500
65| NME| 1361 137] 1831 138] 2441 194 1541 309 1501 1147 127 141 ] 193] 146 | Botdfiglres are jAvg Ann'l PJE Ratio 14.0
861 NMF 88 Jo1 105 J9 1281 103 831 164 80 76 81 88 123 82| |Valueiline  |Relafive P/E Ratlo 90

50% | 208%| 20%) 29% | 37% | 35% | 29% | 3.0% | 25% | 27% | 34% | 45% | 48% | 45% | 46% | 45% estinjates Avg Ann'l Div'd Yleld 4.8%
CAPITAL STRUCTURE as of 12/31/13 1151.6 | 1359.6 | 1506.3 | 1417.8 | 1676.8 | 1612,6 | 1568.7 | 1619.8 | 1647.0 | 16186 | 1675} 180D |Revenues ($mill) 2100
Total Debt $1659.2 mill, Dug In 5 Yrs $551.7 mil, 8| 472 781 5] 736 { 874 | 924 1002 782 111 1151 125 {Net Profit ($mill) 145
{;]chggﬁs%pg;g{"m af;ﬁa'{:;"ﬁj;g?gf“m;:‘m 4% | 354% | 35.9% | 38.7% | 38.3% | 34.3% | 360% | 354% | 344% | 36.0% | 36.0% | 36.0% [Income Tax Rate 36.0%
nonrecotirse debt: $46.0 mill, LT borrowings under | 37 | 36% 3.9% | 224% | 14.0% | 42% | 40% | 52% | 83% | 88% | 90% | 80% |AFUDC %toNetProfit | 7.0%
line of credit. 56.5% | 58.0% | 53.7% | 41.0% [ 48.4% | 60.9% | 51.6% | 51.4% | 50.8% | 514% | 51.0% | 57.5% {Long-Term DebtRatlo | 51.5%
(LT Interest earned: 3.4x) 41.9% | 406% | 46.3% | 59.0% [ 51.9% | 49.1% | 484% | 48.6% | 49.2% | 48.6% | 40.0% | 48.5% |Common Equity Ratlo | 48.5%
Leases, Uncapitalized Annual rentals $6.7 mill.  71795,2 | 19008 | 1980.1 | 1548.9 | 19105 | 2139.0 {20053 | 2430.9 | 2561.2 | 2669.7 | 2885 | 3020 {Total Capital ($mil) 3375
Pe"5‘°"Asse‘5'12’13$481~5mgt" 5270, | 19904 | 21264 | 22150 | 20613 | 24922 | 26070 ) 7142 | 20608 | 30207 | 52024 | 3990 | 3585 |Net Plnt bl 425
Pid Stock None G wef UM UG T 48% | 6% | 52% | 58% | 55% | 54% | 55% | 43% | 54% | 5.0% | 5.5% [Retum onTotal Cap'l 5.5%
Common Stock 60,111,948 shs, 48% | 59% | 8.2% | 42% | 7A% | 83% | 82% | 85% | 6.2%| 86% | 8.0%( 85% |RetumonShrEquity | 9.0%
as of 1/31/14 47% | 50% | 8.0% | 42% | 74% | 83% | 82% | 85% | 6.2% | 86% | 80% [ 8.5% ReturnonCom Equity E| 9.0%
MARKET CAP: $1.9 billion (Mid Cap) 4% 7 24% | 49% § 8% [ 37% ] 41% ] 33% | 31% | 8% | 29% | 26%| 3.0% |Retained to Com Eq 3.0%
ELECTRIC OPERATING STATISTICS 7% 1 60% | 40% ; 082% | 0% | 51% | 60% | 64% | 88% | 66% | €B8%| 66% |ANDiv'ds to Net Prof 67%
% Change Rl Sals (FHH) 2\‘0213 2°1§ 20,1} BUSINESS: Avista Corparalion {formerly The Washington Water  11%; wholesale, 12%; other, 17%. Generating sources: hydro,
Ay Indust Use 1556 1505 4478 | Power Company) supplies electricity & gas In eastern Washinglon  27%; gas, 14%; coal, 9%; wood waste, 2%; purchased, 48%. Fuel
Avg.lndusl.Revsﬁet WH {9} 571 560 574 | & northem ldsho, Supplles gas to part of Oregon. Customers: costs: 43% of revenues. '13 reported deprec. rate (utllity): 2.9%.
gggm?a 3‘ m« $ (P\Avw ¢ %%%"% 329“;'305 222522,‘ 366,000 efectric, 326,000 gas. Has 80,2%-owned nonutliity subsidl-  Has 3,200 employees, Chairman, President & CEO: Scott L. Morris.
AmAlcFare 610 580 °NA | ary(Ecova) Invalved in energy-management services, Electric reve-  Inc.: Washington. Address: 1411 E. Mission Ave., Spokane, WA
tapQsmeseat) +4  +6 +1.1 | nue breakdown: residential, 32%; commerclal, 28%; industrial, 98202-2600. Tel.: 509-489-0500. Internet: www.avistacorp.com.

Avista hopes to complete a utility ac- in the current ter — probably at thi

ey 318 245 308 P P ity a n nt quarter — proba a e
mu“ RA??ES Past 1Past Estd 1113 quisition by mid~2014._ ’I:he company has start of June. Avista has been se%ltling its
ofchange (persh)  0Yrs.  5Yrs.  to'{749 agreed to pay $170 million in stock for rate cases in recent years, but this doesn't

Revenues 7.0% -15% 30% | Alaska Energy and Resources Company mean that this will occur this year. New
ECaSIl’rl] Flow' "sfg‘;? %gf,//ﬂ ggf,/o (AERC), the parent of Alaska Electric tariffs will take effect at the start of 2015,
A 904 138% 8% | Light and Power, which serves Juneau, As We estimate just flat earnings this
Book Value 35% 35% 30% | of 2012 (last year's data aren't available year, but expect improvement in 2015.

Cal- | QUARTERLY REVENUES ($ mill) Full yet), AEL&P had_ 15,900 customers, a rate In 2014, the second-half comparisons will
endar [Mar34 Jun30 Sep.d0 Decdi| Vear base of $111.2 million, and an allowed re- be tough, as Avista benefited from favor-

2001 14766 3006 3437 4389 (16108 turn on equity of 12.875%. The deal has able weather conditions last year. Gas

o012 | 4523 3436 3406 4105 |547.0 been approved by the regulatory commis- rates in Oregon were raised by $3.8 mil-

2013 | 4820 3520 3358 4477 16185 | Sions in Washington and Idaho and awaits lion on February 1st and will climb by an-

2044 | 5%0 360 355 450 675 | approval in Alaska and Oregon. The acqui- other $1.35 million on November 1st,

2015 | 550 385 380 485 |1800 | sition would probably be dilutive to earn- which will help. We assume reasonable

Cal- EARNINGS PER SHARE A Far | ings in 2014, but accretive in 2015. We regulatory treatment in Washington and
endar |Mar31 Jun30 Sep.30 Dec31| Year vyont reflect it in_ our estimates and projec- Idaho. Avista’s energy-services subsidiary,

W | 73 38 A8 42 | qg2] tons until after it has been completed. ~ Ecova, is adding customers and providing

M2 85 31 0 26 | 132| Avista has filed a general rate case in additional services to existing ones. Our

a3 71 43 19 53| 185| Washington, and an application in 2014 share-earnings estimate 1s within the

o4 | 75 45 15 50 | 185| Idaho is upcoming. The utility needs fre- company's targeted range of $1.77-$1.97.

2015 | .86 45 .15 .55 | 195| quent rate relief to recover rising expenses This timely stock is suitable for

Cal- | QUARTERLY DIVIDENDS PAIDB= | Eup and place new capital expenditures in the income-oriented investors. The yield,
endar |Mar31 Jun30 Sen.30 Decd1| Year | rate base. Avista asked the Washington following a 4.1% increase earlier this year,

2010 2% o5 o5 o5 | 100 commission for electric and gas tariff in- is slightly above the utility average. How-

oM | 75 15 15 ors| 140 | creases of $18.2 million (3.8%) and $12.1 ever, with the recent price above the mid-

2012 1 29 99 29 99 | 146 | million (8.1%), based on a return of 10.1% point of our 2017-2019 Target Price Range,

2013 305 305 305 .305f 12| on a 49% common-equity ratio. The com- total return potential is unimpressive,

2014 | 3175 pany plans to put forth a petition in Idaho Paul E. Debbas, CFA May 2, 2014
(A) Diluted EPS, Excl. nonrec. losses: '00, 27¢; | May. {B) Div'ds historically paid in mid-Mar,, | allowed on com. eq. in WA In '13: .8%; In ID | Company's Financlal Strength A
02, 9¢; '03, 3¢; gain (losses) on disc. ops.: ‘01, | June, Sept. & Dec. = Div'd reinvesiment plan | in "13; 9.8%; in OR in '14; 8.65%; eamed on | Stock’s Price Stability -85
($1.00); '02, 2¢; '03, (10¢). *13 EPS don't add { avall. (C) Incl, deferred chgs. In '13: $8.08/sh. { avg. com, eq., "13: 8.7%. Regul. Climale; WA, | Price Growth Persistence €5

Earings Predictability 65
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RECENT PE Tralling: 223 ) RELATIVE DD 0
BLACK H".LS CORP, NYSE-BH PRICE 58.21 RATIO 25.0(Median: 110/} PIE RATIO 1-33 Yo 2.7/0%:
THELNESS 3 sy | ot 8] S el wal mal ol mol wsl sl gial sl o Targst Prica Rang
SAFETY 3 lowered8isil3 | LEGENDS
3 T S el R 80
TECHNCAL 3 toveedsit | fdedby el e "
BETA .90 {1.00=Markel) Options: Yes zry e 80
|~ 2017-19 PROJECTIONS_|-—raded area lidkales recession 1\ P AN B = 0
Pilce  Gain Anlli“eltg?f‘la[ I!”“ l ) s Lok " ot i Lt Iapgf Y ;2
+59 % ——_‘déi.ﬂ'
A A ML 2
Insider Decisions ..-“' L L - . 15
JJASONDUJE I N
By 100000000 e 10
Oplons 000000000 o, e L 7.5
foSl 00000000 AR e ST L % TOT. RETURN 3114 [
Institutional Decisions | s VLARTH:
toBu e mgg 4022]13 Porcent 181 e 1y, 48 261 [
toSal 92 86 96 | traded 6 I ayn 94.1 464 1.
Hd's{Np) 30769 30852 31116 il I Sy. 3038 24514
1998 [ 1999 [ 2000 | 2001 | 2002 ] 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 |2010 (2011 {2012 |2013 | 2014 | 2015 | SVALUELINEPUB.LLC|17-19
3148 | 37.05| 69691 57.96| 1574 | 3547 3454 4197 | 1969 | 1841 | 2603 ; 3258 | 3320 | 2896 | 2655 | 2867 20.95| 31.10 [Reventes persh 34.00
272| 288! 368| 527| 493 426 446 481 504 52| 295} 541 488 401| 559 593| 615! 6.50|"Cash Flow” persh .50
160| 170 237| 342| 233 184| 74| 21| 22| 288 A8 232 166| 101 197| 261| 265 2380 |Eamingspersh A 3.25
100 104 1.08] 142] 146] 120 124| 128| 132 137 140 142| 144 | 146 148| 1.52| 1.56| 1.64 |Div'd DecldpershB= 1.90
1181 489 579] 1407 665| 280{ 280 48] 924 682 851 850 1204 | 1003 7980| 7.97( 10.05 870 [Capl Spending persh 825
058| 10.44| 11.95] 1895| 19.66 | 21.72| 2243 | 2229 | 2368 | 2566 | 2719 | 27.84 | 2802 | 27.53 | 27.88 | 29.39 | 30.45| 31.50 |Book Value persh © 36.25
2158 2137 2330 2680 2693 | 32.30| 3248 3316 3337 37.80 [ 3864 | 3897 | 3927 | 4302 | 4421 | 4450 [ 4475| 45.00 [Common Shs Quistg P | 4575
#4917 fa6| 1087 14| 125] 1587 74| 73] 158] 150 NMF 991 184 [ NMF} 171] 182 motd figires are |Avg Ann’} PIE Ratio 16.0
a 78 N} 58 88 9 80 2 85 80| NMF 88| 15| NMF| 1.09( 103] Valueline iRelafive PIE Ratio 1.00
a2l as% | a2% | 20% | 40% | arl 4z | 35% | a8% | 34% | 42% | 62% | 48% | 46% | 44% | 32% 1 F™  |avg Aol Divd Yield 3.7%
CAPITAL STRUCTURE as of 12/31/13 11217 | 13016 | 6569 | 6959 | 10058 | 1269.6 | 1307.3 | 1272.2 | 11789 | 12759 | 1340} 1400 [Revenues ($mill) 1560
Total Debt $1479.5 mil. Due In’5 Yrs $357.6 mill 572 703 7401 1004 68| 897 | 646 404 | 868 -1158] 120 125 |[Net Profit ($mill) 155
iy Interest $62.2mill. 73789, T338% | 31.3% | 31.9% | 3.1% | 30.7% | 264% | 31.0% | 355% | 34.7% | 340% | 3405 [Income Tax Rate 0%
{eas';gjeu,wgp,ta,;zéd Anual rentals $2.6 i 3% | 10% | O7% | 14.8% {173.2% [ 204% | 26.0% | 65.0% | 54% | 24%{ 30%| 205 |AFUDG %toNetProfit | 20%
49.9% | 47.6% | 44.3% | 36.8% | 32.3% | 48.4% | 51.9% | 51.4% | 43.2% | 51.6% | 54.0% | 53.56% [Long-Term DebtRatio | 54.5%
Pension Assets-12/13 $280.4 mill. 48.6% | 524% | 56.7% | 63.2% | 67.7% | 61.6% | 48.1% | 48.6% | 56.8% | 484% | 46.0% | 46.5% |Common EquityRatlo | 46.5%
Oblig. $321.4 mill. 714603 | 1400.1 [ 1418.4 | 1634.2 | 1651.8 | 2100.7 | 2266.3 | 2489.7 | 21714 [ 27047 | 2675 3050 |Total Capltal ($mil} 3550
Pfd Stock None 14457 | 14354 | 16464 | 18235 | 2022.2 | 2160.7 | 24954 | 2780.6 | 2742.7 | 2000.3 | 3285 | 3570 |Net Plant ($mil) 4075
53% | 66% | 68% | 79% | 16% | 59% | 44% | 3.3% | 55% | 55% | 50%| 55% {Return onTotal Cap'l 5.5%
Gomman Stook 14,503,454 shs 78% | 95% | 94% | 103% | 7% | 83% | 59% | 3% | 7% | 89% | 90% | %.0% [RetumonShrEquly | 9.5%
T8% | 05% | 94% | 103% { 7% | 83% | 59% | 33% | 74% | 89% | 9.0%| 9.0% [ReturnonComEquity B[ 9.5%
MARKET GAP: $2.6 billion (Mid Cap) 23% | 38% | 38% | 51% | NMF| 32% | 7% | NMF | 18% | 37% | 35%| 35% [RetalnedtoComEq 40%
ELECTRIC OPERATING STATISTICS 1% | 60% | 59% 1 50% | NMF | 62% | 87% | NMF | 75% | 58% | 58% | 58% |AliDivids toNetProf 57%
RSl 11 o3 AY%% | BUSINESS: Biack Hils Corporation Is a holding company for ull-  Electic rovenuo breakdon: resT, 31%; comm, 36%; ndY, 14%;
Avg, s, Uso (VR 8482 8021 9740 | tes that serve 204,000 electric customers In CO, SD, WY and MT, wholesale, 11%; other, 8%, Generating sources: coal, 36%; other,
Avg. Indust, Revs, per KWH (f) 7,58 8.01 8,19 | and 574,000 gas customers In NE, IA, K8, CO and WY, Mines coal 4% purch,, 60%. Fuet costs: 41% of revs. *13 depr. rate: 3.5%. Has
Copaetyal Yearord MW| }33 g }ggg M & has a gas & ofl E&P bus. Acq'd Wickford Energy Miig. 7/07 (dis- 1,900 empls, Chalrman, President & CEQ: David R. Emery. Inc.:
e i 85 1038 388 | continued In *11); Mallon Resources 303; Cheyenne Light 1/05; SD. Address: P.O. Box 1400, 625 Ninth St., Repld Clty, SD 57701.
% Change Cuslomers (yrend) +.43 +4 +.8 | utility ops. from Aquila 7/08. Discont, telecom in '05; ofi mkig. In '06.  Tel.: 805-721-1700. Internet: www.blackhiliscorp.com.
Fived Chargo Cov. (%) 160 205 224 | Black Hills Corporation’s utility sub- oil production. Black Hills has long had
ANNUAL RATES Past  Past Estd 1113 sidiaries have some rate cases pend- a presence in exploration and production,
ofchange (persh)  10¥rs.  B¥rs.  to'7tg | ing. These applications are in connection but was focused on natural gas. The com-
Revenues 25% 55% a5% | with a generating plant that the company  pany drilled three successful test wells in
“Cash Flow" 5% 3-0“? S.g‘;//% is building (see below). Black Hills Power 2011 in the Mancos Shale region, and com-
Eamings 20 20 9% | has filed for rate hikes of $14.6 million in pleted two wells there last year. Black
Book Value 35% 20% 3.5% | South Dakota and $2.8 million in Wyo- Hills plans to drill up to six wells in 2014.
ol | QUARTERLY REVENUES i) | Full ming, each based on a return of 10.25% on All told, Black Hills expects a 40%-50% in-
ondar |Mar34 Jun.30 Sep30 Decdd| Year | @ cOmmon-equity ratio of 53%. Cheyenne crease in production this year.
201 14008 2807 2495 3612 |12722 Light is seeking electric and gas tariff in- The board of directors raised the divi-
Ton2 |3658 2424 2468 3189 |11739 | creases of $12.8 million and $1.3 million, dend in the first quarter. The quarterly
2013 13807 2798 2509 3555 |17759 | respectively, based on a return of 10.25% Increase was a cent a share (2.6%), the
2014 420 285 280 355 |13dp | on a commion-equity ratio of 54%. Orders same as in the past two years.
2015 |420 305 300 375 |1400 | should come in time for new rates to take Black Hills stock continues to per-
cal- EARNINGS PER SHARE A Fan | ffect at the start of the fourth quarter. A form well. Following a 44.5% rise in
endar |Mar31 Jun30 Sep30 Dec3i| Year | full year of rate relief should help earnings 2013, the gquotation is up more than 10%
om [ 73 09 429 44 | 1of| advance in 2015. We think profits will rise so far in 2014. Although the company's
21 8 M a8 68 | 1gr|Just slightly this year, mainly because utility operations are faring well and have
2013 o7 68 5 43 | 261| some unusual (but not nonrecurring) items good prospects, this doesnt account for
2014 | 95 45 56 .75 | 265| boosted share net by $0.16 in 2013. such a strong showing for the equity.
a5 | 95 50 .55 .80 | 280] A new generating plant -is scheduled There is a lot of investor enthusiasm about
cal- | QUARTERLY DNDENDSPADEm | Ry | fOr commercial operation at the start Black Hills' oil E&P business. Although
endar |Mard| Jun30 Sen38 Decatl Year | Of the fourth quarter. The estimated this operation has good potential, we think
01 | 3 36 % 36 144 | cost of the 132-megawatt gas-fired facility the stock's reaction is premature. The divi-
201 | 385 %65 385 365 | 146 | i $222 million. The aforementioned rate dend yield is a percentage point below the
w2 |y wm m A 148 | cases will enable the utilities to place the utility mean, and the stock is fully valued
943 [ 38 38 38 38 157 | new asset into the rate base. for the 3- to 5-year period.
2014 | 39 Management is stepping up activity in Paul E. Debbas, CFA May 2, 2014
(A) Diluted EPS, Excl, nonrec. gains (losses): [ *12, (16¢). 11, 12 EPS don't add due o chng. | "13: $11.12/sh. (D) In mill. (E) Rale base: Net | Company's Financial Strength B+
05, (99¢); '08, ($1.55); °09, (28¢); 10, 10¢; 12, | in shs. or rounding. Next egs. due early Aug. | orig. cost Rate all'd on com. eq. in 8D in *13: | Stock’s Price Stability 85

4¢ net; gains (losses; on disc, ops.: '05, {7¢); (B& Div'ds paid early Mar,, Jun., Sept,, & Dec. | none spec.; in CO in "12: 9,8%-10,2%; earn. on | Price Growth Persistence 60
'08, 21¢; '07, (4¢); '08, $4.12;'08, 7¢; ‘11, 23¢; | » Div'd refnv. plan avail. {C) Incl. def'd chgs. In | avg, com. eq., "13: 8.1%. Regul. Climate: Avg. | Eamings Predictability 40
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foSel 188 179 192 raded 6 w403 437 [C
| Hids(0) 324100 320843 326892 [ 5yr. 1984 1619
1998 [ 1999 ] 2000 20014 { 2002 | 2003 [ 2004 | 2005 { 2006 | 2007 | 2008 |2009 2010 |2011 {2012 12013 | 2014 {2015 | ©VALUELINEPUB.LLC[17-19

- . --| 3518| 2640| 31.87| 27.63| 3133 | 2071 ) 2082 3271 | 2144 | 2063 | 1983 | 1743 ] 1890 | 20.95| 20.40 |Revenues persh 23,00
- .- --| 3691 334| 898 256| 272| 347 339 3421 294 | 344 | 343 | 389] 3541 345| 3.60 |"CashFlow" persh 4,00
- - -« 154 129 137 .61 87 133 A7) 1304 101} 107 127 135) 124} 146} 1.20 {Eamningspersh® 145
- - --| 180} 107 40 A0 40 60 68 13 16 18 J8 81 83 951 1,00 {Div'd Decl'd pershS» 115
-l e 1678 28| 2111 172 223] 321 345 295] 296] 355) 306( 284] 300} 320] 3.25 |Cap'l Spending persh 2.50
-- -] .| 22241 Av4| bB75] 359 448| 496| 561 589{ 674 753 | 991 1006] 1000 | 1025} 10.45 |Bock Value persh® 11.25
.- - -~ 7302.94 | 300.70 [ 306.30 | 308.05 [ 310.33 | 313.65 | 322.72 1 346.09 | 391.75 | 424.70 | 426,03 | 427.44 | 429.00 | 430.00 1 431.00 [Common Shs Outst'g E | 434.00
-- .- - . 56 60 178 194] 103 150) N3] 1181 138| 1486 | 148] 187 Boid fighresare [Avg Ann'l P/E Ratlo 185
e .- - -- 31 34 940 102 56 80| .68 19 88 52 84| 108| \Valueline |Relative P/E Ratio 115
[ B .- o] 8% 48% | 3T% | 3% | Ad% | 39% | 50% | 64% | 53% | 43% | 40% | aee | estmees Avg Ann’l Divid Yield 4.3%

CAPITAL STRUCTURE as of 3/31/14 85104 | 97220 | 9319.0 | 9623.0 | 11322 | 8281.0 | 8785.0 | 8460.0 | 7452.0 | 8106.0 | 9000 | 8800 |Revenues ($mill) 10000
Total Debt $8563,0 mill. Dua In 5 Yrs $4230.0 mill. | 2057 | 2250 [ 4320 | 300.0 | 447.0 | 3720 | 4420 | 5460 | 58101 5360 ( 495 520 |Net Profit {Smil) 635
gy ‘gg'cunt}-z"eg“{;’:;;j:ysgs‘{ﬂn 40.2% | 40.5% | 126% | 328% | 38.3% | 32.4% | 37.3% | 336% | 334% | 314% | 96.0% | 36.0% [Income Tax Rate 6.0%
vl bonds. 19% | 18% | 23% | 65% | 27% | 1.3% | 27% | 16% | 26%| 35% | 40%| 4.0% [AFUDC %toNetProfit | 20%
(LT Interest earned: 2.8x) 96.7% | 86.9% | 83.4% | 82.2% | 83.3% | 77.6% | 79.8% | 67.2% | 66.0% | 64.4% | 63.5% | 62.5% [Long-Term DebtRatio | 59.5%
Leases, Uncapitalized Annual rentals $6.0 mifl 13.3% | 13.1% | 16.6% | 17.8% | 16.7% | 224% | 26.2% |32.8% | 34.0% [ 35:6% | 36.5% | 37.5% |Common Equily Ratio | 40.5%
Penslon Assets-12/13 $1803 mill. 8298.5 | 9664.0 | 93580 | 10174 | 12218 | 11768 | 12199 | 12663 | 12658 | 12146 | 12050 ; 12050 |Total Capitaf ($mitt) 12000

Oblig. $2183 mill. | 59854 | 84920 | 9204.0 | 97400 | 10295 | 10788 | 14732 | 12402 | 13597 | 9693.0 | 10225 | 10825 |Net Plant ($mil) H700

Pfd Stock None 68% | 53% | 78% | 69% | 60% | 58% [ 64% | 64% | 68%( 63% | 55%| 6.0% [RetunonTotalCap'l | 7.0%
Common Stock 429,748,467 shs. 18.6% | 17.4% | 27.8% | 22.0% | 21.9% | 14.1% | 13.8% | 12.9% | 13.5% | 124% | 11.0% | 11.5% [Returnon Shr.Equity | 13.0%
as of 4115/14 18.6% | 17.4% { 27.8% | 22.0% | 21.9% | 14.1% [ 13.8% | 12.9% | 13.5% | 124% | 14.0% | 11.5% [Returnon Com EquityF | 13.0%
MARKET CAP: $10.3 hillion {Large Cap) 5% | 78% | 157% | 100% | 95% | 36% | 38% | 5.0% | 55% [ 42% | 20%| 20% |Retainedto ComEq 3.0%
ELECTRIC OPERATING STATISTICS 80% | 5% | 43% | 55% | 5% | 4% | 72% | 62% | G60% | 66% | 83% | 83% [All Divids fo NetProf 78%
WOl 3 273 2’13 [ BUSINESS: CerterPont Energy, nc. Is a hokding company for 04, Elelfo fov. broakdow: tesderll, 52% commerce, 31 I
A, lndusLUss(MWHJWH NA NA §'A | Houston Eleclric, which serves 2,1 milllon customers In Houslon dustrial, 15%; other, 2%. Does not own generafing assets. Gas
Avg. Indust, Revs, por RWH {¢) NA NA  NA | and environs, and gas utilies with 3.3 miilion customers: Entex costs: 48% of revs. 13 deprec. rate: 7.0%. Has 8,600 employees.
Capaciy al Peak (W M M M (Texas, Loulslana, Mississippl); Arkla (Arkansas, Loulsiana, Okla-  Chalrman: Milton Carroll. Pres, & CEO: Scott M. Prochazka, Inc.:
mﬁff&ggmﬂ NA NA NA | homa, ‘Texas); and Minnegasco (Minnesota). Owns 65.4% of En-  TX, Address: 1111 Loulsiana, P.O. Box 4567, Houslon, TX 77210-
%ChangeCus!omelszavg.) +2.4  +2.0  +2.0 | able Midsiream Pariners. Discontinued Texas Genco Holdings In  4567. Tel.: 713-207-1111, Infernet: www.centerpolntenergy.com.

CenterPoint Energy and OGE Energy crease in 2015, but not as high as in 2014,
ﬂ’mﬁ:ﬁ;ﬁis Past nlast 2E2:(’d ,"2_?:3 had an initial public offering in April We forecast a modest rise in earnings
ofchange(persh)  10Vis. 5V, to'fM9 for their Enable Midstream Partners in 2015. Most of CenterPoint’s utilities are

Revenues 50% -95% 35% | master limited partnership. Following earning a healthy return on equity and are
“Cash Flow" - 1‘2“% ,12?;://" the IPO and a subsequent dropdown of a experiencing above-average customer
Eamings A% 5% 20% | 24.95% stake in a jointly owned pipeline, growth. We expect a greater contribution
Book Value A40% 130%  2.0% Center&:ﬁi{rch 0%1;\?]35.‘}1% offEn?ible. 1;I‘he frrﬁm Eni:lii)]e, too. .

units . ave fared well in e utility awaits a final order in its

eﬁg';, MﬁgﬁRBEIF:mEVSEeNpL{%%(sﬂLL?31 ;:;'r their brief history, having risen more than gas rate case in Minnesota. It filed for a

9011 | 2567 1837 1881 2145 | 84500 20% from their IPO price, However, al- raise of $44.3 million (5%) based on a re-

2012 | 2034 1525 4705 2438 | 74520 though Ena]‘Jle’ coptributed $0.13 a share turn of 10.3% on a common-equity ratio of

2013 | 2388 1804 1640 2184 | 8106.0| tO CenterPoint’s first-quarter profits, the 53% and asked for a regulatory mechan-

2014 | 3163 1750 1800 2287 | 9oo | tramsaction will be dilutive to earnings ism to decouple revenues and volume. An

2015 | 2700 1850 1000 2350 | 8800 | this year. That's why the company’s 2014 interim increase of $42.9 million went into

Cal- EARNINGS PER SHARE B vl earnings guidance is $1.10-$1.19 a share, effect at the start of October. The final rul-
ender |Mar31 Jun, 30 Sep.30 Dec.31| Year | down from $1.24 in 2013. Despite the ingis expected this summer.

2011 | 35 28 3 27 | 127| hear-term dilution, Enable should provide CenterPoint stock has not moved

w2l 34 9 M0 W | 13 long-term benefits to CenterPoint as the much this year. Its price is up 3% year to

20131 34 29 35 26| 104| new MLP attains greater synergies and date, well below the performance of most

2014 | 43 23 20 .20 | 115| distributes more cash to its owners, electric utility issues. In fact, the recent

w51 39 .26 .32 .23 | 120| The cash received from Enable ought price is below the lower end of our 2017-

Gal- | QUARTERLY DIVIDENDS PADCm | Fyp to enhance dividend growth. Center- 2019 Target Price Range—unusual for this
endar |Mar3! Jun30 Sepdd Decdi| Year | Foint is targeting a payout ratio consisting industry today. This is possibly due to the

2000 | 495 A9 195 195 78 of 60%-70% of its “sustainable” earnings dilution from the Enable deal. The stock's

01t | 1975 975 975 915|719 from utility operations and 90%-100% of divider}d yield and 3- to 5-year total return

2012 | 2005 2025 o005 on5| 1| its met aftertax midstream distributions. potential are slightly above average for a

o013 | 2075 2075 2075 2075| .63| The board raised the dividend by 14.5% in utility.

2014 | 2375 2375 the first quarter. We expect a healthy in- Paul E. Debbas, CFA June 20, 2014
{A) Pro forma data, (B) Diluted EPS. Excl, ex- | (1¢). '11 & '12 EPS don't add due to rounding. | *13: $10.64/sh. (E) In mill. (F) Rale base: Net | Company's Financial Strength B+
{raordinary gains (losses): ‘04, §$2.72); '05, 9?; Next egs, report due early Aug, {C) Div'ds his-  orlg. cost. Rale alfd on com. eq. {elec.) in "14: | Stock’s Price Stability 95

3, (52¢); gain | torically pald in early Mar., June, Sept. & Dec. | 10%; (gas); 9.46%-11.26%; eamed on avg.| Price Growth Persistence 90

11, $1.89; 12, (384) nef; ' 2 )
{losses) on disc, ops.: '03, 2¢; '04, (37¢), 05, | » Div'd reinvest. plan avall, (B) Incl. infang. In | com. eq., '13: 12,0%. Regulatory Climate: Avg.
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Institutional Decisions ‘ [I THIS VL ARITHS
0213 402013 dQ20ts [ N STOCK  INDEX

o8y W9 108 103 | et 18 : 1y, 179 194 [
toSell 81 99 86 | raded 5 1 3y, 630 437 I-
Higs(d0) 44028 44228 44480 | 5yr. 1996 1619
4998 | 1999 | 2000 | 2001 | 2002 [ 2003 | 2004 | 2005 [ 2006 (2007 [2008 {2009 {2010 12011 12012 [2013 | 2014 |2015 | ©VALUELINEPUB.LLC|17-19
148| 1742 1823| 2355( 15.33| 1854| 15031 1841 ( 17.38| 17.49| 1798 1447 | 1898 | 18563 | 1646 1814 | 20.40| 21.90 |Revenues persh 23.50
2281 288 277 2941 3.05) 298 256| 276| 283 260| 371| 378! 542 528| 540) 532| b535| 6.05|"CashFlow” persh 7.25
1421 149 1481 1511 152 1261 192| 42| 1.36| 132 170} 76| 22| 259 | 270| 265 245| 300 [Earningspersh A 3.50
B 83 85 87 80 90 80 90(° 90 80 90 90 98| 142 130 143| 1.53| 1.63|Divid Decl'dpershBm 200
2001 389] 252 110 1987| 1581 161f 319] 4iT| 851 659 415] 468 325 406{ 312 355 225 |Cap'l Spending persh 225
007! 9441 10041 10697 1477 10.08! 1083 | 1369 | 1522| 1685] 17,65 1850 | 21.76 | 2355 | 2484 | 2624 | 2715 28.55 | Book Value persh © 275

34071 44081 4480 44851 47.04| 47.18| 49.62 | 4090 | 5757 | 59.04 | 60.04 | 60.26 | 6053 | 60.29 | 60.36 | 6045] 60.50 | 60.50 {Common Shs Outsfg P | 60.50.

Al 1A 1821 48] 122f 124] 138 B0 1731 196 W[ 132 123] 1337 150 173 Boitmigres are |Avg Ann'I PIE Ratio 14.0
RE 16 86 J51 67 n 73 80 831 1M 85 88 18 83 95 87| Valuetine  (Relative P/E Ratlo 90

50% ) 52%) 44%| 39%| 48% | 5% ] 50% | 42% | 38% | 5% | 38% | 39% | 3% | 33% | 3% ! 31%| P™  |avgAnmiDivdYied | 4.2%
CAPITAL STRUCTURE as of 331114 7458 | 9202 | 1000.7 | 1030.6 | 10802 { 8538 11487 | 1117.3 | 993.7] 10367 | 1235| 1325 |Revenues ($mlll)‘ 1425
Total-Debt $1314.7 mil. Due in 5 Yrs $453.8 mill 664| 750| 747| 705 1021 1063 | 1305 | 1578 | 1636 160.7 | 150 185 |Net Profit (Smill) 215
,L'fclﬂggfgﬁjiﬁggﬁ"cg‘"I'ianz';‘;'lgges':;‘ $726mil. 500 300% | 36.0% | 28.3% | 16.3% | 8% | 441% | 30.6% | 285% | 33.1% | 940% | 340% [Income Tax Rate U
(T nlrest eamed: 424) ' T5% | 43% | 142% | 57.9% | 828% | 935% | 12.2% | 4.3% | 55% | 34% | 3.0% | 20% |AFUDC%toNetProfit | 2.0%

44,5% | 46.3% | 40.9% | 43.2% | 51.1% | 54.2% | 51.5% | 48.5% | 45.6% | 45.3% | 42.5% | 42.5% jLong-Term DebtRatlo | 34.0%

Leases, Uncapitalized Annual rentals $10.6 mill. | 53.4% | 52.0% | 57.8% | 56.7% | 48.9% [ 45.8% | 48.5% | 51.5% | 544% | 54.7% | 67.5% | 57.5% |Common Equity Rato | 66.0%
Pension Assets-12/13 $384.6 mil. 1011.6 | 1315.8 [ 15156 | 1780.5 | 2167.7 [ 24364 | 2717.9 | 2756.9 | 2756.5 { 2904.7 [ 2660 | 2995 [Total Capital ($mill) 3000
PRd Stock None Oblig. $392.5mill. | 10600 | 19887 | 13049 | 17259 | 20453 | 2047.0 | 2784.2 | 28939 | 30005 | 30891 | 3425 | 3075 |Net Plant (Smil) 2050

89% | 74% | 63% | 56% | 64% | 59% | 66% | 7.0% | 7.3% | 68%| 6.5%| 7.5% |Return on Total Cap'l 8.0%

Common Stock 60,359,534 shs, 11.8% | 106% | 8.3% | 7.9% | 66% | 8.5% | 10.6% | 11.1% | 10.9% | 10.1% | 8.0% | 10.5% |Return on Shr. Equity 10.5%
as of 4/22/14 9% | 107% | 8.3% | 7.8% | 0.6% | 95% | 10.6% [11.1% | 10.0% { 101% | 9.0% | 10.5% |Return on Com Equity & | 10.5%
MARKET CAP: $3.1 billion {Mid Cap) 39% [ 41% | 30% [ 26% | 45% | 47% | 61% | 63% | 57% ] 47% | 35%| 50% [Retained to ComEq 45%
ELECTRIC OPERATING STATISTICS B8% | 62% | B5% | 68% | 53% { 51% | 42% | 43% | 48% | 54% | ©62% | 54% |AllDiv'dsto Net Prof 571%
%y Chango RetalSeles (X4H) 2&12 2931% "10112 BUSINESS: Cleco Corporation is & holding company for Cleco  coke, 27%; purchased, 16%. Fuel costs: 34% of revenues. '13 re-

Vg, s, Use 3904 3814 3870 | Power LLC, which supplle§ eleclricity to about 284,000 cgstomers ported depreclatlgn rate (utiity): 2.7%. Has 1,200 employees.
Avg. [ndus!, Revs, &er WH {6} 7.58  6.83  7.60 | In central Loulslana. Eleciric revenue breakdown: residential, 46%; Chalrman: J, Patrick Garett, President & CEO: Bruce A. Willlam-
gﬁvmglgeak( ka %ggg g%g gg;g commercial, 30%; Industrial, 14%; other, 10%. Largest Industrial  son. Incorporated; Loulslana. Address: 2030 Donshue Ferry Road,
Ane:uallfoa'd ‘Fmﬁ‘(&e ) 562 564 514 customers are p.aper mills and t‘)’lt?er wood-product induustries. Gen- P.0O. Box 5000, Pineville, Loulsiana 71361-5000. Telephone; 318-
% Change Customers (avg.) +8 +6 +.6 | erating sources: gas & ofl, 29%; coal & lignite, 28%; petroleum  484-7400, Intemet: www.cleco.com.
el Chaigs Cn. %) 15 326 360 | Cleco’s board of directors has raised We have cut our 2014 earnings esti-
ANNUALRATES Past — Fast Esta'1ioia] the dividend and revised the compa- mate by $0.30 a share, to $2.45. This is
dchangepersh) . 10¥is, Y. fo'tfg | DY'S payout policy. The board boosted based on the assumption that the LPSC
Reverues 1.0% .- 50% | the annual disbursement by $0.15 a share approves the settlement, which would re-
‘;ECas]h Flow’ g-g'& ?lg%: %gf,ﬂ (10.3%), which was greater than we had sult in a charge of about $0.22 a share in
Bamings 354 75% 7o% | expected. The directors also raised the tar- the current quarter. The absence of the
Book Value 85% 85% 45% | geted range for the payout ratio from 50%- settlement charge and a full year's effect

Car- | CUARTERLY REVENUES (bmil) | Ful 60% to 55%-65%. of a wholesale power contract that began
el i i Span st | i | Cloco Power has roached a scftlement ot the start of Aprl, 2014 pomn to much
201 12537 2728 3516 2301 11173 s : 9 .

2012 12298 2401 2974 2334 | 9037 p}llan,t;lr_l effect throug{x mid-2014i all?ws g{le Cotll)ghhn pl?nt ﬁas tlxl'an%t;:a.rred %o
2013 {2409 2639 3288 2634 l10067| the u o1ty to earn a return on equity of up eco Power in March, is 775~
2014 {2844 2756 375 300 1235 | to 11.7%, based on a commeon-equity ratio megawatt gas-fired facility was the comlpa-
2015 1285 320 400 320 |1325 | of 51%. It also allows Cleco to recover cer- ny's last major nonutility asset. The utility

NINGS PER SHARE A tain capital expenditures through riders will earn a return on Coughlin through the

cat- | EAR pul tomers' bills. Under th t af tioned formul 1
endar |Mar31 Jun30 Sepdd Decdt| Year o}rlx cuﬁ omgr; o S, 11(1i sr e ag{c;.ezr?lg/n g % }c:{em(tan ione l‘ormu a ri:x(te plan. .
Wil | A8 @ 100 | 28 e RO e e wotid pro. valuation. TThe diidend yien s wel, be
o2 | s T 15 a8 | 270]S 1 generous — an e utility w((i)}l fprc; ;'a u?h ion. The dividend yield is well be-
3| 45 B 108 41 | 265 vide a one-time customer rate credit o $22 low the utility average, and the recent
2014 | 43 47 145 49 | 245 million. The extension would run through price is above our 2017-2019 Target Price
W5 | 55 5 125 45| 300 gzlid-ZOlBt, and Cleco woul;l be {ﬁquxrectl to gi-mg?. The valuaftlon refilects(i in pairt,

Cal- | QUARTERLY DIVIDENDSPAID 8= | Fyt e a rate case or request another exten- Cleco’'s prospects for continued superior
ek st 0 S0 Dot | Ve | siom Py Jume of 2017 Tho iaff of the Loul - dividend growth, We,think there 1y aleo

%g}g %5 gg %g :%?25 1.?2 gll'ld so‘r:?le inte;‘vglr‘l}gr groups are parties to t];le .sha??) prticei( W(la 1adfvise aﬁgainst pur-

2042 3195 3195 3375 3375 130 e setltlement. e commission was ex- C‘ E?S.lng e SfocK solely ior takeover pOSSi'

2013 | 3375 96%5 625 9625 | 41| pected to vote on it shortly after this re- bilities, however.

2014 | 385 40 port went to press. Paul E. Debbas, CFA June 20, 2014
A} Diluted earnings. Excl. nonrec. gains don't add due to rounding. Next earnings report { '13: $10.13/sh. (D) In mill., adj, for split, Company's Financial Strength A
.losses): '00, 5¢; ‘02, (6¢), '03, S$2.05); '05, due early Aug. (B) Div'ds historically paid in | {E} Rate base: Net orig. cost. Rate allowed on | Stock's Price Stability 100
2.11; 07, $1.22; 10, $1.94; 14, 63¢; losses | mid-Feb., May, Aug. and Nov. = Div'd reinvest- | com. eq. in '09: 11.7%; earned on avg. com. Price Growth Persistence 95
from discont. ops.: '00, 14¢; '01, 4¢. 13 EPS | ment plan avail, (C} Incl. deferred charges. In | eq,, “13: 10.4%. Regulatory Climate: Average. | Earnings Predictability 80
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CMS ENERGY CORP. w5t

RECENT
PRICE

29.65 150 16,9 (fchne 2

s 0.0008 3T |

$110.00.
Common Stock 268,400,000 shs,

Incl, 373,148 shs. $4.50 $100 par, cum,, callable at

MARKET CAP: $8.0 biltion (Large Cap)

High:] 1071 106{ 168 17.0 19.6 175 16,1 19.3 2241 250] 300 305
THEINESS 3 st | Hoh| 107] 108] 88| 110} To8) 78] al) fea] 224) el mol w0 Target Price Range
SAFETY 2 Rised32iM | LEGENDS
4 T e e el R 64
TECHNICAL 4 Lonendisie | | by e R “
BETA .75 (1.00=Marke) ()gliuns: Yes 40
[~ 201719 PROJECTIONS_|-=raced area indiates tecesslon SN I RN N FYTYTY Py 4
Ann'l Total pd TR ik nei N PR PO 2
g T (Sl e 3
low 25 (-15“/:} Nit | A " i 16
Insider Decisions ] L e 12
JASONDJSFML '
010000000—‘1-&‘II {H..!'“-L"“ 8
s 88880888 el =
038 W s CROA T PR .
Insfitutional Decisions Vo K]I| o ., oahae, _.,;"' T e %TOTTI.:;m%I::ASRIA:‘
om0 4ol 102004 WO - ARl - : STUCK INDEX |,
0B 201 181 1ea | horcent 30 ! ; EE T TH 1 Iy, 146 194 [
to Sel:l’ 166 186 177| traded 40 -} [ 3y. 679 437 [
| Hid'so) 230423 237581 237528 I Syr. 2201 161.9
1998 [ 1999 [ 20002001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [2009 2010 | 2011 | 2012 [ 2013 | 2014 [2015 | ©VALUE LINE PUB, LLE]17-19
4758 5259 7424 7216] 6028] 34.21] 2606| 2852 | 3087 | 2895 | 8013 | 2728 | 2577 | 2859 | 2890 2468 | 27.45] 26.40 [Revenues persh 26,00
660| 787| 781| 524| do9| 230] 287 343) a22| 308 a88| 47| 870] 365| 82| 406| 430| 450|“CashFlow persh 525
224 285] 253 127| d299| o) 4| 1900 e4| 64| 128 93| 133 145 53] 466| 175| 1.85 |Eamings persh A 225
128] 139 146) 48] 109 | -] -] -1 200 6| s0| 66| 84| 98| 102 108] 144 |DvdDecldpershBw | .35
T195] 969| B51| 048] 5.48| 33Z| 240| Z60| 301| 56| 350 350 | 38| 34T | 465| 4G8| 610 545 |CaplSpendingpersh | 5.25
2083 | 2147| 1048] 14211 7860 984] 1083] 1053 | 1003 o046 | 1088 | 1142 | 119 1192 | 1200] 1298 | 1370 1450 {BookValuepersh© | 17.00
708.11] 716,04 | 1220 | 19299 | 744.10 | 161.13 | 195.00 | 22050 | 222.78 | 22515 | 22641 | 221,80 | 24060 | 25410 | 264.10 | 266.10 | 269.00 | 27200 |Common Shs Outstg B | 276,00
BO[ 39| 96| 28| -] --| 124] 126 22] 28| 109| 186 125 18| 11| 163 | Bold figjres zra |Avg AnmIPIE Rallo 135
103 ge] sl o] -] | s8] 7| 120] 42| 6| 91| 0| 85| 96| 92| Vewslto  |Relative PIE Ratlo 85
28% | 35% 1 60%| 65%| 7E%| ~-]  --] -] -] 2% | 27% | 40% | 40% | 43% | 42%| 38% | PR |AvgAnnIDWGYeld | 45%
CAPITAL STRUGTURE as of 3/31/14 54720 | 62680 | 6810.0 | 6519.0 | 6821.0 | 6205.0 | 64320 | 6603.0 | 6312.0 | 6566.0 | 7300| 7100 |Revenues {$mill) 7900
Total Debt $8337.0 mill. Due In 5 Yrs $3267.0mil. | 1440 | 2470 | 1560 | 1680 | 3000 | 2300 | 3560 | 3040 | 413.0] 4540 | 4851 545 [NetProfit ($mil) 640
T Debt 07O il o iorest MOLOmL [ 69, T266% [ - | 316% [ 31.6% | 346% [ 98.1% | 360% | 304% [ 309% | 309%| 305% income Tk Rte 5%
(LT terest eamect 3.) ' - | 154% | 63% | 36% | 1.3% | 130% | 22% | 26% | 20% | 20% | 20%| 20% |AFUDC %toNetProfit | 20%
Leases, Uncapitalized Annual rentals $26.0 mill 75.3% | 73.6% | 71.7% | 70.5% | 69.4% | 67.9% | 70.1% | 66.9% | 67.9% | 67.5% | 68.5% | 67.5% Long-Term Debt Ratio 63.0%
Penslon Assets-12/13 $1964 mil, » 21.5% | 234% | 24.9% | 259% | 27.4% | 29.0% | 29.5% | 32.6% | 31.6% | 32.2% | 31.0% | 32.6% |Common EquityRatlo | 37.0%
 Oblig, $2073 mill. ['5640,0 [ 9913.0 [ 6861.0 | 6212.0 | 8993.0 | 8977.0 | 8473.0 [ 8279.0 | 10101 | 10730 | #4825 | 12475 |Total Gapital (Smil) 13000
Pid Slock $37.0 mil.  PId Div'd $2.0 mill 8636.0 | 78450 | 79760 | 87260 | 91900 | 9682,0 | 10089 | 10633 | 11551 | 12248 | 13225 | 13975 [Net Plant ($mill 15800

44% | BO0% | 45% | 45% | 54% | 47% | 58% | 63%
61% | 04% | 6.2% | 69% | 100% | 8.0% | 125% | 12.5%
62% | 98% | 64% | 72% | 11.7% | 8.5% [ 125% | 12.6%

59% | 60% | 55%| 6.0% [Return on Total Cap'l 6.5%
12.8% | 13.0% | 13.0% | 13.0% [Return on Shr, Equity 13.0%
12.9% | 13.1% | 13.0% | 13.0% [Return on Com Equity £ | 13.5%

ELECTRIC OPERATING ST.%TISTICS

8.2% | 99% | 64% | 51% | 84% | 41% | 89% | 58%

50% | 52% | 50%| 5.0% [Retalned to ComEq 5.5%
61% | 60% | 60%{ 60% [All Divids to Net Prof 59%

M%| 6% 10%| 3% | 31% | 54% | 46% | 55%

BUSINESS: CMS Energy Corporation Is a holding company for
Consumers Energy, which supplies electriclty and gas to lower
Michigan (excluding Defroif), Has 1.8 milllon electric, 1.7 million gas
customers. Has 1,034 megawatts of nonregulated generating capa-
cly. Sold Palisades nuclear plant in '07. Electric revenue break-
down; residentlal, 44%; commercial, 31%; industrial, 18%; other,

7%. Generating sources; coal, 46%; gas, 4%; other, 2%; pur-
chased, 48%. Fuel costs: 51% of revenues. "13 reporied depres,
rates; 3,5% elactric, 2.8% gas, 7.0% other. Has 7,500 employess.
Chairman: David W, Joos. President & CEO; John G, Russell, In-
corporated: Michigan, Address: One Energy Plaza, Jackson, Michi-
gan 40201, Tel.: 517-788-0550, Intemet: www.cmsenergy.com.

% Change Rela Sales {KWH 2+1} 2?% 2031?
Avg.!nd%‘;l.U:e(MiVIeﬂsn(;w) 1086 1113 1000
Avg.lndusl.Revs.ﬁer Hif) 821 8.06 8.03
Capacy af Peak (M| 8588 8607 8603
PeakLDad,Summer‘/’ ) 8930 9008 8509
Annuat Load Faglor ! 8}' 508 487 528
¥ Change Customers (yr-end) -4 .. +1
Fixed Chage Cov. (%) 237 268 282
ANNUAL RATES Past Past Est'd'11/13
ofchange (persh)  10Yrs,  §Yis,  to'1719
Revenues -80% -35% 20%
“Cash Flow" 45% 25% 5,6%
Eamings -~ 13.0% 6.5%
Dividends 1.0% NMF 6.0%
Book Value 15% 40% 5.5%
Cal- | QUARTERLY REVENUES {$ mill) Eull
endar |Mar.31 Jun.30 Sep.30 Dec.3t| Year
2011 12055 1364 1464 1620 | 6503.0
2012 | 1802 1333 1507 1670 | 63120
2043 | 1979 1406 1445 1736 | 6566.0)
2014 | 2523 1477 1550 1750 | 7300
2015 | 2200 1500 1600 1800 | 7100
Cal- EARNINGS PER SHARE A Full
endar [Mar31 Jun30 Sep.30 Dec.31| Year
2011 51 2 5 A5 | 145
12| 36 37 55 25| 1583
213 | 53 29 46 37 | 166
04 | 75 30 500 ) 175
2015 | 55 A0 .60 30! 185
Cal- | QUARTERLY DIVIDENDS PAIDEBw | Eup
endar |Mar.31 Jun,30 Sep.30 Dec. 31| Year
2010 | 16 A5 5 2] 66
2011 21 22X 21 .84
2012 | 24 24 2u 24 96
2013 | 255 255 265 .255) 1.02
2014 27 27

CMS Energy's utility subsidiary is
buying a gas-fired generating plant.
Consumers Energy will pay $155 million
for a 540-megawatt gas-fired facility. The
purchase is expected to close in late 2015,
and will help the utility replace 950 mw of
old coal-fired units that will be retired in
April of 2016. (The company will recover
the costs of these units through the issu-
ance of $389 million of securitized bonds.)
The asset acquisition requires the ap-
proval of state and federal regulatory com-
missions. It will likely be completed in late
2015, Consumers plans to file an electric
rate case in late 2014 so that new tariffs
would take effect when the deal closes.
Consumers plans to file a gas rate ap-
plication soon. The utility has not said
how much it will request, but it will proba-
bly be modest. Under Michigan regulatory
law, Consumers will self-implement a rate
hike six months after its filing, and an or-
der is due 12 months after the filing,

We think CMS will meet its earnings
target this year and next. Manage-
ment’s goal is 5%-7% annual profit growth.
The company has been able to attain this
in recent years thanks to occasional rate

relief, modest volume growth, and effective
cost control. Although this year got off to a
good start, as favorable weather conditions
added $0.20 a share to the bottom line,
CMS did not change its typically narrow
earnings guidance of $1.74}:§1.78 a share.
Instead, it will use this headroom to in-
crease operating and maintenance ex-
penses for system reliability, accelerate
some costs from 2015 into 2014, and (if
necessary) offset the weather effects if the
summer turns out milder than normal.
Regulatory and legal changes might
be coming that would affect electric
customers in Michigan. There is cus-
tomer choice of electric supplier in the
state, but this is limited to 10% of a utili-
ty's load. Customer choice might be
scrapped, If so, utilitles would likely add
generating capacity to serve these custom-
ers, There might also be changes in the
rate structure so that industrial users
aren't subsidizing residential ratepayers.
We think CMS’ strengths are reflected
in the share price. The dividend yield
and 3- to 5-year total return potential are

Jjust average for a utility.
June 20, 2014

(A) Diluted EPS, Excl, nonrec, gains (Josses): |40,
'05, ($1.61); '08, ($1.08); °07, ($1.26); '09, (7¢); | due

'10, 3¢; 11, 12¢; '12, (14¢); galns (losses) on
;'07, (40¢); '09, 8¢; | Aug., & Nov. m Div'd relnvestment plan avall,

disc, ops.: 05, 7¢; ‘06, 3

8¢); "1, 1¢; 112, 3¢, 13 EPS don't add

(€} Incl. intang, In *13: $5.75/sh, ‘D) In mill. {E)
o rounding. Next eamings report due Jate | Rate base; Net orig, cost, Rate allowed on
July. (B) Divids historically paid late Feb., May, | com. eq. in '13: 10.3%; eamed on avg. com,
eq., "13: 13.2%. Regulatory Climate: Average.

Paul E. Debbas, CFA
Company's Financial Strength B+

Stock's Price Stability 100
Price Growth Persistence 95

Earnings Predictability 65
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Commission (NYSPSC) has approved
a regulatory settlement affecting Con-

RECENT PIE Trailing: 13.7 }| RELATIVE DIVD 0/
CON. EDISON svse R 54,87 B 14.4 G N5 0.0010 46% M
THELNESS 3 rasonnns | Mo | $60] f96[ dea] des] czel seal sea] st @7l eeo] mol g Target Price Range
SAFETY 1 w0 LEGENDS ot
2 ki T it by et e 100
TECHNICAL Raised 3128114 rver Relae Hite Sengh 50
|BETR_£0 (L00=Marke) | ogggﬁiﬁffia indlcates recession Tt et iy 64
2017-19 PROJECTIONS O Tk T DO s N N I P ®
| ' N W, LD SRLARMALLL ATV MY
Price  Galn AnRellI?rtlal " IT'/“I . — _\\—o—-‘ " 32
High 65 (+20%; 9% ;
Low 55 {Nit 5% AN 24
Insider Declsions -t e 20
JJASONDUJF e et ——— 16
tol 00000061400 M oliidoc: - R 12
Opfions 0 0 0 0D O00O0O e iy
b 101000000 %TOT.RETURN 414 |_g
Institutional Decisions " ‘ ] 4 s%'éx m."?ly]u&{
30013 4020
R v Bl Porcent 24 1y 48 228 [
| tosell 260 258 283 | paded 2 ! 3y, 264 402 [
| Hi's(000) 133317 136133 137375 i Sy 978 1758
1998 | 1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [ 2006 [ 2007 {2008 {2009 [2010 2011 2012 12013 |2014 | 2015 | ©VALUELINEPUB.LLC[7+19
2046| 3504] 4448] 4541 3065| 4350( 4024 | aree | 474 | 4023 | doeo | 4636 | 4669 | 4407 | 4162| 42.27 | 4385| 4405 [Revenues persh 4875
520 574| 551 5701 544| 52| 484 52r| 528 S77| 599 586 | 624| 661 7451 745 7.85{ 7.85"CashFlow” persh 875
304] 343] 2741 321 343| 283| 232 299 205| 348} .336| 344 | 347 357 386| 393| 280! 345 |[Earningspersh A 4.00
212) 214 218( 220| 222| 224 226] 228| 230 232| 234 236 238 240 | 242 246| 252{ 258 |Div'dDecl'dpersh B m 2.75
266] 317y 4521 520( 6568; 572 560 659 747 V08| BE0| 780 686 672 7.06| 867| 890] 4.60|CaplSpending per sh 8.25
25881 2631 2581 2671 | 27.68| 2844 | 2008 | 2880 | 31.09 | 3258 | 3543 | 3646 | 37.93 | 30.05 [ 4053 | 41.81 | 43.05] 44.35 |Book Valug per sh € 48.50
232,83 ] 2138171 212,03 | 212.15| 213.03 | 225,84 | 242.59 | 24529 | 257.46 | 272.02 | 273,72 | 281.12 | 261,62 | 292,80 | 292.87 [ 292.87 | 293.00 | 293.60 |Common Shs Outst'gP | 293.00
53] 140] 1207 120 B3] -43] 182{ 154 165| 138 123| 125] 133 151 154 [ 14.7 | Botd figlres are [Avg Ann'TP/E Ratlo 15.0
80 80 78 61 13 82 96 80 B4 13 T4 83 85 95 98 83| Valugtine |Relafive P/E Ratio 95
46% | 49% | 66% ] 57% | 53%| 55%| 53% | 50% | 50% | 48% | 57% | 6.0% | 52% | 45% { 41%| 4.3% estinjatos Avg Ann't Div'd Yield 4.6%
CAPITAL STRUGTURE as of 1213113 9758.0 | 11690 | 12137 | 13120 | 13563 | 13032 | 13325 | 12038 | 12188 | 12081 | 12850 | 12900 |Revenues (Sl 14250
Total Debt $12426 mill. Due In 5 Yrs $4450.0 mill | 560.0 | 7190 { 7400 | 9360 | 933.0 | 868.0 | 9920 {10620 | 19410 | 1157.0 | 1110 | 1130 |Net Profit {$mill) 1210
LTDOLK$10490 mil, LT Interest $516.0mill (73439 336% | 3624 [ 326% | 36.0% | 942% | 360% | %1% | 34.5% [ 318% | 3.0% | 0% [lncome Tax Rato %.0%
{LTinterest earned: 3.9) 1% 22% | 16% | 19% | 17% | 26% | 24% | 18% | 5% | 5% | 4.0% | 1.0% |AFUDC %toNetProfit | 1.0%
Leases, Uncapitalized Annual rentals $17.0mil, | 47.4% | 496% [ 50.2% [ 45.6% | 48.3% | 48.5% | 48.6% | 46.5% | 45.0% | 46.1% | 48.0% | 48.0% |Long-Term DebtRatlo | 49.0%
) 51.0% | 49.0% | 48.5% | 53.1% | 50.6% | 50.4% | 504% | 525% | 54.1% | 53.9% | 52.0% | 52.0% |Common Equity Ratio 51.0%
Pension Assets-12/13 $10755 mill 13620 | 14921 | 16515 | 16687 | 19160 | 20330 | 21652 | 21704 | 21933 | 22735 | 24375 | 25050 [Total Capltal ($mil) 27700
Ptd Stock None Oblig. $12197 mil | 16106 | 17112 | 18445 | 19914 | 20874 | 22464 | 23663 | 25003 | 26930 | 26436 | 29950 | 32300 |Net Plant fmil) 24500
56% | 63%  60% | 7.0% | 62% | 57% | 59% | 62% | 65% [ 64% | 55%| 55% |Return onTotal Cap'l 5.5%
Common Stock 292,002,495 shs. T0% | S6% [ 01% | 103% | 94% | 83% | 88% | 9.1% | 96% | 94% | 9.0% | 85% [Return on Shr, Equity 8.5%
as of 1/31/14 78% | 97% | 9.2% [ 104% | 95% | 84% | 89% | 92% | 9.6% | 94% | 9.0%| 85% [ReturnonCom EquityE | 8.5%
MARKET CAP: $16 billion (Large Cap) 8% | 26% 1 26% | 3.9% | 1% | 25% | 32% | 34% | 36% | 36% | 30%| 30% |RetainedtoComEq 3.0%
ELECTRIC OPERATING STATISTICS 60% | 74% ] 3% | 63% | 67% | TI% | 65% | 66% | 62% ! 62% | 66% | 67% |ANDivds toNet Prof 67%
4 Change el Sels (kWH) 2(%12 2011% 201? BUSINESS: Consolidated Edison, Inc. is a holding company for  ers. Pursues competitive energy opportunities through three wholly
A, st Uso (MWH NA NA NA | Consolidated Edison Company of New York, inc, (CECONY), which  owned subsidiarles. Purchases most of its power, Fuel costs: 33%
Avg. Indust, Revs. per KWH {£) NA NA N4 | sells electicly, gas, and steam in most of New York Clty and of revenues, 13 reported depreclation rates: 2.8%-3.2%. Has
at Poak WLM 12‘% 15‘3“45 12‘8% Westchester County. Also owns Orange and Rockland Ulliles 14,600 employees. Chalrman, President & CEO: John McAvoy,
mﬁb"f&f}‘w&& ) N7MF NUF NME | (O8R, acquired 7/99), which operates In New York, New Jersey, Inc: New York. Address: 4 Inving Place, New York, New York
% Change Customers (yrend) NA NA NA | and Pennsylvania, Has 3.6 million electric, 1.2 million gas custom- 10003, Tel.; 212-460-4600, Intermet: www.conedison.com.
Fied Chrg Cov. () 350 382 385 | The New York State Public Service any potential damages in the first quarter,

The explosion is being investigated by
several regulatory authorities, including

3 3 ol Al

?{é’&‘g‘#ﬁé‘?’“’ 10Yrs“ .5.;(%% t .'370-3/.? solidated Edison’s main utility subsid- the National Transportation Safety Board
“Cash Flow" 28%  45% 32‘,’4’ jary. The agreement, retroactive to the and the NYSPSC.
gﬁ,’{&t’ggs %:g.,//‘; ‘?:84‘: 20% | start of 2014, saw Consolidated Edison We estimate that earnings will decline
Book Value 40% 40% 30% | Company of New York swallow electric, this year but rebound in 2015, The rate

cal QUARTERLY REVENUES (¢ mil) Fan | 828 and steam rate reductions of $76.2 reductions this year and increases next
enSa.r Mar3! Jun30 Sep3 Decdt| Year million, $54.6 million, and $22.4 million, year are the main reasons for the fluctua-

01 13349 2993 3620 2067 |12g08 | respectively this year. In 2015, these tion, Note that we have not reflected any

3012 | 3078 2774 3438 2001 | 12188 | tariffs will rise by $124.0 million, $38.6 costs of the explosion in our figures. Also,

o013 | 3306 2767 3440 2868 | 12381 million, and $19.8 million, respectively. we include mark-to-market gains or losses

2014 | 3789 2750 3450 2061 | 12650 | There will be no change in electric rates in  in our presentation because they are part

2015 | 3600 2800 3550 2950 {12900 | 2016, but rates will increase by $56.8 mil- of ConEd’s ongoing results.

cal- EARNINGS PER SHARE A Fan | Hon_ for S;as and $20.3 million for steam. Consolidated Edison’s stock price has
endar |Mar31 Jun30 Sep.30 Dec3t| Year CECONY's allowed return on equity for declined slightly this year. This is in

201 | 106 55 130 55 | 357 electricity is 9.2%, its allowed ROE for gas contrast to most utility equities. This issue

w2 | 94 73 129 70 | 38| and steam is 9.3%, and its common-equity had already been lagging its peers, and

23 | 196 49 149 79 | 3g3| ratio is 48%. Through the term of the rate concern about the explosion hasn't helped

2014 1123 .56 140 .61 | 360| order, the utility will spend $649 million to matters since then. The dividend yleld is

2005 | 145 60 145 .65 | 385| harden its system against severe storms nearly a percentage point above the indus-

Cal- | QUARTERLYDIVIDENDSEADE= | Ful like Hurricane Sandy, which hit its service try mean, and total return potential is also
endar |Mar31 Jun30 Sep.30 Decdt| Year | aTed in t;he fall of 2912.. above average for a utility. Conservative

00 | 595 5% 55 55| 238 A gas pipe explosion in New York City investors should note, though, that un-

201 % 80 60 60 | 240| occurred in March. The accident killed certainty about the accident might well

012 | 605 805 605 605 24| eight people and injured dozens more. The make this stock somewhat riskier than its

3 | 615 615 615 615| 246) company is facing litigation about this top-notch Safety rank suggests.

2014 | 63 matter. It did not establish a reserve for Paul E. Debbas, CFA May 23, 2014
(A) Diluted EPS. Excl. nonrec, losses: '02, 11¢; | June, Sept, and Dec. = Divd reinvestment | '14: 9.2% elec,, 9.3% gas and steam; O8R in | Company’s Financial Strength At
03, 45¢; '13, 32¢; gain on discontinued opera- | plan avallable, {C) Incl. intangibles. In '13: [ '12 (elec.) 9.4%, in ‘09 (gas) 10.3%; eamed on Stoclg’s Price Stability 100
tions: ‘08, $1.01. Next eamings report due late | $26.83/sh. (D} In mill. (E) Rate base: net orig. | avg. com, eq,, *13: 9.5%. Regulatory Climale: | Price Growth Persistence 55
Apr. (B) Divids historically paid in mid-Mar., | cost. Rale allowed on com. eq. for CECONY in | Below Average. Earnings Predictability 85
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an initial public offering of its new
master limited partnership this year.
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DOMINION RES, s R 60,80 o 10.9 Game i Yienie LM 35% e
THELNESS 3 ity | M| 330 4] 408} 422 dad| ag) seal so1] o) sael ol e] Targot Price Range
SAFETY 2 Risdgfis | LEGENDS 120
3 T e by e At 100
TECHNCAL 3 lovodsioyte | Gt by inret R - 1
BETA .70 (1.00=Marke)) 240r1 split 11/07 e | -
[~ 207719 PROJECTIONS | Chion o ndates S T LA S IR IO CET "
. Ann'l Total | [T PRI C
_ Price iaslr;/ ngh}n - l : ST } -
fon T8 O3 3% '_ﬂr.zbi\ "
Insider Decisions - 20
JJASONDJF g™ o — 18
b 300008000 AN S e RPN I Vo P 1
ofel 00900000001 et el % TOT. RETURN 4113 |
Institutional Decislons o I Jus R
13 4o -
“toBuy e o % Percent 18 — T ty, 21 29 [0
foSell 342 362 372| yaded 5 ! 3y. 758 402 [
| Hids(09) 342589 349136 348186 [ 5yr.  197.6 1758
1998 [ 1999 [ 2000 | 2001 { 2002 | 2003 | 2004 | 2005 [ 2006 | 2007 | 2008 | 2009 | 2010 2011 12012 [2013 |2014 {2015 | ©VALUELINE PUB.LLC[{7-19
1565| 14.81| 1884 1994 { 1658 1857 2054 | 2596 | 2361 | 2747 27.93 | 2624 | 26,147 | 2524 | 2273 | 2256 | 20.60| 20.30 {Revenues persh 20,00
2091 368 37| 302| 445| 397 448| 370| 481 | 508 507] 482 | 511] 504 | 524| 547| 620 645 "CashFlow” persh 7.00
86| 150 125| 149 241) 196) 213 150 | 240 213 304{ 264 | 289 276| 275} 309| 3.50| 3.70 |Eamningspersh A 4.00
1290 129 129) 129) 128{ 129] 130) 434| 138| 146 158 75| 183 197 241| 225| 240| 250 |Divd DecldpershBm 2,80
180 216 2B2] 231 247] 520 388| 483 581| 680 600 640| 589 641 720 7TO6| 950 7.85 [Cap Spending persh 6.50
1367 1275| 14.22| 1581 | 1657 | 1620 1679 | 1496 | 1850 | 1631 | 17.28 | 18.66 | 20.66 | 20.09 | 18341 20.02 { 20.40 | 21,90 |Book Value persh © 2700
388,92 | 372.64 | 491.60 | 52940 | 616.20 | 65040 | 680.40 | 695.00 | 698.00 SW 583.20 | 599.40 | 580.80 [ 56.70 | 576.10 | 581,50 | 585.00 | 589,00 [Common Shs Outst'g ® | 625.00
245 145] 194] 2097 120 152 51| 248| 160} 206 138] 27| 13| 17.3] 188 1921 Bortsglresare |Avg Ann'l PIE Ratlo 16.0
1.28 831 128 107 66 87 80 133 861 1.09 83 85 91 1081 120 108 Valgline (Relative P/E Ratio 1.00
84% | 59% | 53%| 41% | 44% ) 43% | 40% | 36% | 36% | 33% | 38% | 52% | 44% | 44% | 4t%| sgy | cetimates Avg An'l Div'd Yield 4.4%
CAPITAL STRUCTURE as of 12/31/13 13872 | 18041 | 16482 | 15674 | 16290 | 15131 | 16197 | 14379 | 13003 | 13120 | 12050 | 11950 (Revenues {$milly 12500
Total Delt $22776 mill. Due in 5 Yrs $8805 mill. | 1425.0 | 1050.0 | 1704.0 | 1414.0 | 1781.0 | 1585.0 | 1724.0 | 1603.0 | 1594,0 | 1606.0 | 2065 | 2190 |Net Piofit ($mlil) 2515
LT Debt $19330mil, T nerest $o15 mil. 4% | 3.7% | 355% | 334% | 97.0% | 30.2% | 366% | 346% | 36.2% | 930% | 32.0% 32.5% |Income Tax Rate 32.5%
{eas"egf"jnj:;';fa,im'd" nnualrentals $63mil,  |40% | 8% | 7.0% | 7.3% | 49% | 48% | 59% | 53% | 67% | 37% | 60%| 5.0% |AFUDC %toNetProfit | 40%
Penslon Assets-12/13 $6113 mill, §1.0% | 57.9% | 52.9% | 57.8% | 59.1% [ 67.6% | 56.3% | 59.8% | 60.9% | 61.9% | 62.5% | 61.0% [Long-TermDebtRatlo | 58.0%
Ohlig. $6625 mill] 42.0% { 41.1% | 46.2% | 41.1% | 39.8% | 41.5% | 42.8% [ 30.3% | 38.2% | 37.3% { 36.5% | 38.5% |Common Equity Ratio | 41.6%
Pfd Stock $257 mill.  Pfd Div'd $16 mill 27180 | 25307 | 27961 | 22898 | 25290 | 26923 | 26012 | 20097 | 27676 | 31229 | 32725 | 33500 |Totai Capital ($mill) 40500
1»340»142051hsb$;1-‘;‘;-§g}°§g§ggg'g—ogfef-m“";- 26718 | 28940 | 29382 | 21362 | 23074 | 25502 | 26713 | 20670 | 30773 | 37628 | 36925 | 39825 |Net Plant ($mil) 46500
e e o 2000000 varabl et g7 619 | 7.9% | 80% | &7% | 1% | 7% | T0% | 75%| 7% | 76%] 0% [ReumonTowl Capl | 7%
Common Stock 581,483,227 shs., 122% | 9.9% | 12.9% | 14.6% | 17.2% | 13.9% | 14.1% | 13.7% | 14.7% | 15.2% | 17.0% { 16.5% [Return on Shr. Equity 14.5%
as of 1/31114 123% | 9.9% | 13.1% | 14.9% | 17.5% | 14.0% | 14.2% | 13.9% | 14.9% | 154% | 17.0% | 17.0% |Return on Com Eqully E| 15,0%
MARKET CAP: $41 billion (Large Cap) 48% | 1% | 66% | 50% | 84% | 47% | 53% | 40% | 35%| 42%| 55%] 55% [Retainedto ComEq 4.5%
ELEGTRIC OPERATING STATISTICS 62% | 8% | 58% | 67% | 52% | 67% | 63% | 7% | 7% 73% | 69%| 68% |ANDiv'dstoNetProf 76%
% Change RelatSeles (XWH) 2,%14 20;% {()21? BUSINESS: Dominion Resources, Inc. Is a holding company for merclal, 33%; industrial, 7%; other, 14%. Generaling sources:
Avg.hdﬁeswse(md 14823 15241 14444 | Virginia Power & North Carolina Power, which serve 2.6 mill. cus- nuclear, 33%; coal, 29%; gas, 16%; other, 1%; purch., 21%. Fuel
Avg.lrpusLRevs.mr WH{f) 595 643 6,00 | tomersin Virginia & northeastern North Carolina, Acq'd Consolidat-  costs: 41% of revs. “13 reported depr. rales: 2.4%-3.8%, Has
Capaciyal Pesk H H M ed Natural Gas (1.3 mill. customers In Ohio & West Virginia) 1/00. 44,500 employees, Chairman, President & CEO; Thomas F. Farrell
mﬁbﬁfﬁ?ﬁ"‘g } NA  NA  NA | Nonutilty operations include independent power production & refall L. Inc.: VA. Address: 120 Tredegar St,, P.O, Box 26532, Richmond,
% Change [}us(ome{s}ypend) +5 + +.9 | energy services, Electric rev, breakdown: residential, 46%; com- VA 23261-6532. Tel.: 804-819-2000, Internet: www.dom.com.
Fixed Chargs o, (%) 318 316 339 | Dominion Resources expects to have million (pretax) for the writedown of de-

ferred and capitalized development costs
related to potential new nuclear construc-

%’2{‘,‘2‘338’:”“) 10‘2{%% 5.5?)% t°-21,75£ The midstream natural gas assets are a tion. The aforementioned charges are not

“Cash Flow” 2om 10 50% | good fit within an MLP structure, and it ts unusual for Dominion, which has histori-

Efm‘gggs 5:842 %5%’ 50% | well positioned to benefit from rising cally incurred significant nonrecurring

Book Value 20% 25% 65% | demand for gas. The new MLP, Dominion items and gains or losses from discontin-
I | QUARTERLYREVENUES§mil) | Fun Midstream Partners, filed an S-1 registra- ued operations,

eﬁg;r Mard! Jund0 Sep.3 Decd!| Year| tion statement with the SEC. Its initial as- Earnings are likely to advance this

5011 Td057 3341 3803 3178 |714370 set will be a preferred equity interest in year and next. In 2013, weather condi-

2012 | aae2 3053 3411 3167 | 13003 | the Cove Point liquefied natural gas facil- tions were unfavorable for the company.
2013 | 3523 2980 3432 3185 |43120 | ity. Dominion wants to turn Cove Point That said, colder-than-normal weather
2014 | 3630 2620 3000 2800 | 12050 | into an export facility (at an expected cost helped Dominion in early 2014. In addi-

12015 | 3350 2650 3100 2850 | 11950 | of $3.4 billion-$3.8 billion through 2017), tion, Virginia Power benefits from rate

Cat EARNINGS PER SHAREA Full but needs approvals from the Maryland surcharges designed to enable it to recover
endar |Mar31 Jun30 Sep.30 Dec3t| Year regulators and the Federal Energy Regula- certain capital costs. For example, the util-
2011 8 B .09 50 | 76| tory Commission. Our figures are based on ity is building a 1,329-megawatt gas-fired
a0i2 | 88 48 80 61 | 275| Dominion as it's now configured. plant, which is scheduled to begin com-
2013 | 88 47 162 74 | 300| Dominion’s operating earnings aren’t mercial operation in the fourth quarter of
44 | 103 57 105 .85 | 350! likely to be nearly as high as its re- 2014 at a cost of $1.1 billion.

205 | 100 .70 110 .80 | 3.70| ported profits this year. In the first We think the price of Dominion stock

Cal- | QUARTERLYDNIDENDSPADE= | mup quarter, the company took after-tax reflects the prospective benefits of the
endar |Mar31 Jun30 Sep30 Decdd| Year charges of $1_93 million and $31 million for MLP IPO. It is trading above the mid-

2010 | 4575 4578 4575 4575 | 143 the termination of its natural gas trading point of our 2017-2019 Target Price Range.

2011 | 2005 45 45 A9 | 197 operation and a goodwill write-off associa- At the recent price, neither the dividend

o012 | 575 Ep75 sors 5275 | aq1| ted with the sale of its electric retail yield nor the 3- to 5-year total return po-

2013 | 5605 5625 5605 5625 | 2.95| marketing business. In addition, the com- tential stand out among utilities.

2044 1 60 pany will book charges totaling some $400 Paul E. Debbas, CFA May 23, 2014
(A} Dilued eamings. Excl. nonrec. gains | from disc, ops.: ‘08, 26¢; ‘07, 1¢; “10, 26¢; 12, | (C) Incl. intang. In *13: $8.38/sh. (D) in mill,, ComEany's Financial Strength B+
losses): '01, (42¢); '03, {$1.46); '04, 522¢); '08, 14¢; 13, 16¢. Next egs. report due late July. | adj. for split, (E) Rate base: Net orlg. cost, ad]. | Stock's Price Stability 100
§18¢A; 07, §1,67, '08, 12¢; ‘09, (47¢); "10, | (B) Div'ds historically paid in mid-Mar., June, | Rate all'd on com. eq. In "11; 10,9%; eamed on | Price Growth Persistence 80
2.18; *11, (7¢); "12, ($1.70); 14, (20¢); losses | Sept,, & Dec. = Div'd reinvestment plan avall. | avg. com. eq., *13: 16.0%. Regul. Climate: Avg, | Eamings Predictability 75
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Institutional Decisions I YHIS  VLARNTHS

03 4o 10004 S ; STOCK  INDEX
cp m u mide I ] woas e r
0 34 traded 5 3 . 7 L
| Higs{00) 109106 110072 110586 i Sy 2156 1619
1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [ 2006 [2007 [ 2008 {2009 [2010 |2011 12012 }2013 | 2014 {2015 | ©VALUELINEPUB,LLCI17-18

2010 3260 39241 4871| 4030 4176| 40.94 | 5074 | 5093 | 5428 | 57.28 | 4845 | 5051 | §257 | 51.01| 5456| 6440| 6230 (Revenues persh 6625
761| 840 850| 698f 83| 695| 68| 44| 819| 848 | 826 038| 978| 957 | 977| 10.13] 7140| 71.85|"Cash Flow” persh 1375
3051 333| 32| 215] 383 288| 255! 327| 246| 266| 273| 324| 374| 367 | 388 376( 465 480|Famingspersh A a8

208 206| 206| 208| 206] 206f 206] 208| 208| 212| 212| 212| 298| 232 242| 259| 27| 283|Div'dDecidpershBw 320
383| 640| 525| 680| 6086 44b| 519| 589| 792 79[ BA2| 6261 649 | 877 ] 1056 1059 | 1375] 170.30|Cap’l Spending per sh 075
25491 2695 28.45| 2848 27.26| 31.36| 31.85| 3244 | 3302 3586 | 36.77 | 37.96 | 3067 | 4141 | 4278| 4473 | 4670| 415|Book Value persh © 825
145,07 | 145,04 | 142.65 | 161.13 | 167.40 | 18867 | 17421 | 177,81 | 177.14 | 163.23 | 163.02 | 165.40 | 169.43 | 169.25 | 172.35 | 177.09 | 777.00| 78200 |Common Shs Outst’'q P | 16600

B3 116| 103| 13| 13| 137| 160| 138| 74| 13| 48| 104 123| 185 149] 1797 sotdsglresar {Avg Ann'l PIE Ratio 135
89| 66 87 99 62| 8} 88y 3 94| 4 89 9| .78 86 951 101 | \Valusline IRqlative PIE Ratlo 85
54% ] 63% 1 6.1% | 50% | 48% | 53%( 50% | 46% | 49% | 44% | 52% | 63% | 48% [ 47% | 42%| 38% estimafes 1 aya Ann'l Div'd Yield 45%
CAPITAL STRUCTURE as of 3/31/14 7114.0 | 9022.0 | 9022.0 | 8861.0 | 9329.0 | 8014.0 | 8557.0 | 8897.0 | 8791.0 | 9661.0 | 77400| 0850 |Revenues {$mill) 12300
Total Debt §8367.0 mill. Due in 5 Yrs $2641.0mill. | 443.0 | 5760 | 437.0 | 4530 | 4450 | 5320 | 6300 | 624.0 [ 666.0 | 6610 | 30| =870 |NetProflt ($mll) 1035
:-Tlf?;g*()%{’lf&ﬂ mi AT 'gggzﬁ?ﬁ&%ﬂ'ﬁ TTA% | 260% | 239% | 25% | 34.9% | 316% | 327% | 35.5% | 29.8% | 27.5% | 300%| 0% income Tax Rate 00%
Tt Proforred ceouriles. il | 0% | 50% | 74% | 11.2% | 26% | 16% | 16% | 30% | 35% | 50%| 50%|AFUDC%toNetProft | 20%
{LT Inlerest eamed: 3.5%) 57.8% | 55.1% | 56.1% | 54.4% | 56.4% | 54.0% | 51.3% [ 50.6% | 48.8% | 47.7% | 48026 480% [Long-TermDebtRatlo | 45%
42.2% 1 44.9% | 43.9% | 45.6% | 43.6% | 46.0% | 48.7% | 49.4% | 51.2% | 52.3% | 520%| 520%Common Equity Ratio | 805%
Leases, Uncapitalized Annual rentals $35.0 mill.  ["13154 | 12848 | 13323 | 12624 | 13736 | 13548 | 13811 | 14196 | 14387 | 15135 | 15675 16950 |Total Capital {$mill 20700
Penslon Assets-1213 §3720 L saagmy, |10M91 | 10630 | 11451 | 11408 | 19201 | fo45t | 12000 | 19746 | 14684 | 15600 | #6025| 4750 ot Pant i) 13000
PId Stock None g " 5% 63%| 54% | 53% | 50% ] 57% | 63% | 59% | 64% [ 57% | G&4| 65% [Return onTotal Cap'l 65%
Common Stock 177,016,624 shs. 80% | 100% | T5% | T7% | 74% | 85% | 94% | 8.9% | 9.0% | 83% | 70.0%] 95%ReturnonShrEquity | 70.0%
80% 1 100% | 75% | 77% | 74% | 85% | 94% | 8.9% | 9.0% | 8.3% | 100%] 95%|Returnon Com Equity €| 100%
MARKET CAP: $13 billion (Large Cap) 6% | 87% | 1.2% | 15% | 1.7% | 28% | 40% | 34% [ 35% | 27% | 40%| 40%|Retained to ComEq A0%
ELECTRIC OPERATING STATISTICS 80% | 63% 1 84% | 80% | 7% | 66% { 57% | 62% | 61% | 67% | 58%| 58% |AllDiv'ds to NetProf 5%
8, Change Rt Sl {KWH) '113 201? 20_1% BUSINESS: DTE Energy Company Is a holding company for DTE  commerdlal, 37%; Industrial, 15%; other, 2%, Generaling sources:
g, st Use | J NA NA NA | Electric {formerly Detrolt Edison), which supplies electricity In De-  coal, 67%; nuclear, 17%; gas, 1%; purchased, 15%, Fusl costs:
Avg.!ndusLRws.(m WH6) NHF NMF  NMF | trolt and a 7,600-square-mile area in southeastern Michigan, and  37% of revenues, "3 reported deprec. rates: 3.4% eleclric, 24%
ggmlgﬁmer ) : 13"1'} M M DTE Gas ({formerly Michigah Consofidated Gas). Customers: 24  gas, Has 8,900 employees, Chaiman, President & CEO: Gerard M.
AonielLoad Fecor 4 WA NA Na | mi ejeclric, 4,3 mill. gas. Acqulred MCN Energy 6/01. Has various  Anderson. Inc.: Michigan, Address: One Energy Plaza, Detroit, Mi
% Changs Cuslomers ?y;»end) .. .. NA | nonulility operations, Electric revenue breakdown: residential, 46%; 48226-1279, Tel. 313-235-4000. Internet: www.dteenergy.com.
Foed Chage Cor. (%) 52 208 211 | We have raised our 2014 earnings esti- self-implement an interim tariff hike six

=1 mate for DTE Energy by $0.15 a share. months later, and the regulators will issue
g’j,,’;‘n‘g“e';p‘;‘,‘;{fs past  Past Estd M| The year got off to a good start, as favor- an order six months after that.
Ravenues 20%  -5% 40% | able weather patterns added $0.23 a share We think earnings will advance mod-
“Cash Flow” 30% 38% 60% | to the bottom line. In addition, the compa- erately in 2015, despite a tough first-

Eamings 2o% 154 656 | ny booked a $0.19-a-share mark-to-market period comparison. DTE will benefit
Book Value 40% 40% 45% | accounting credit, which we include in our from the aforementioned amortization

; earnings presentation because these items shift. Also, the electric utility will have a
eggla', Ma%mﬁ%rgevgy:s%(531:231 2’;‘,, are part of ongoing results, We have partial year of interim rate relief, and the
201 | 2431 2008 2265 2173 |8607.0 trimmed our estimates for the last three gas business is benefiting from a regu-
9012 | 9233 2013 2190 2348 | 87910 quarters.‘howe:ve;r. DTE had planned to latory mechanism that allows current
5013 | 5516 2205 2387 2533 | gepd.0| record $127 million {(pretax) of regulatory recovery of certain kinds of capital ex-
2014 | 3030 2350 2450 2670 [f1400 | amortization income this year, to help penditures. On the nonutility side of the
2015 | 3050 2450 255 2000 {10850 | aveid the need for an electric rate case, business, the Gas Storage and Pipelines
Cal- EARNINGS PER SHARE A Fal but the strong first-quarter showing has division is benefiting from expansion and a
endar |Mar31 Jun30 Sep.30 Dec.3i| Year provided enough headroom for the compa- healthy demand for natural gas, and the
2014 | 104 & 407 833 | 367 1y to defer half of this income from the Power and Industrial Projects segment is
2l 91 87 130 78| 388 second half of 2014 to the first half of adding projects involved in on-site indus-
243 | 134 0 113 70 | 376 2015. Our $4.65-a-share estimate is above trial energy, renewable energy, and fuel
a4 | 184 66 1% .o | 465| DTE's targeted range of $4.20-$4.40 a that reduce emissions from coal-fired
20151 160 .80 140 10| 48 sﬁare belc(ause thi compary ddoesn't include larlgcs. b d

) Ba the mark-to-market gain and because we TE's strengths are adequately re-
eﬁS'a M(:EQSITEJEZLHY';‘:AVII;EeNp[?goPAlll;ecm 5:;', think its guidance is conservative. flected in the recent price. The yield
2010 | 53 53 5 5 215 DTE Electric has postponed its next (even assuming a 5.3% increase at the
2011 | 5% E5  ers 5875 | 240 rate application, The utility had planned next dividend meeting) is only average for
2012 | 5e76 5875 5875 62 2331 to file a case in mid-2014, but will now put a utility. Total return potential to 2017-
2043 | 2 52 655 655 | 255] forth its petition in late 2014 or earillyi 2019 is low.

8

204 | 655 655 2015. Whenever the filing occurs, DTE w Paul E. Debbas, CFA June 20, 2014
(Ag Diluted EPS, Excl. nonrec. gains (josses): |08, 13¢;'12, (33¢). 12 EPS don't add dus to | intang. In '13: $29.41/sh, (D) In mill. {E) Rate | Company's Financlal Strength B++
03, (16¢); '05, (2¢); ‘06, 1¢; '07, $1.96; '08, rounding. Next egs. report due laie July. base: Net orig. cost, Raie allowed on com. eq. { Stock’s Price Stability 100

50¢; 11, 51¢; gains {losses) on disc, ops.: '03, | (B) Div'ds histor. pald in mid-Jan., Apr,, July  1in'11: 10.5% elec.; In *13: 10.5% gas; eamed | Price Growth Persistence 80
40¢; '04, (B¢); 05, (204); '06, (2¢); '07, $1.20; | and Oct. = Div'd reinvest, plan avafl, (C) Incl. | on avg. com. eq., "13: 8,6%, Regul. Clim.: Avg. | Earnings Predictability
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Duke Energy Corporation, in its current con-

High:] 639] 61.8] 538| 558] 66.4| 711| 755 754
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toSel 431 442 458 | graded 5 3y, 534 402 [
Hids{oo0) 374471 380940 372645 By 1329 1758

2012 (2013 (2014 {2015 | ©VALUE LINEPUB.LLCI17-19

figuration, began trading on January 3,
2007, the day after it spun off its midsiream
gas operations into a new company, Spac-
tra Energy (NYSE: SE), Duke Energy share-

2004 {2005 | 2006 | 2007 {2008 |2009 |2010 {2011
--1 . -] 2532| 30241 N5 | 20418 | 3222 | 3263
- --| 786 8111 734} 758 | 849! 86D
.- --| 276 360 3803{ 338| 402 444
-~ .- --| 2581 2701 282 291 297

27881 34841 37.35) 3545 |Revenues persh 39,75
680 856] 915| 045 |"CashFiow” persh 10.50
371 | 398 4451 470 |Farningspersh A 525

303 309 3415| 4.21|DivdDecldpershBm 3.40

holders received half a share of Spectra En-
ergy for each Duke share held, In July of

-- --1807] 7431 1035( 985] 1084 980
-- --| 6230 | 5040 | 4951 [ 49085 | 5084 [ 5114

7811 7831 845 10.50 |Cap'l Spending per sh 11.25
58.04 | 5854 | 56.55| £50.95 [Book Value persh © 65,00

.- -- | 418.95 | 420,62 | 423.96 | 436.29 | 442.96 | 445.29

704.00 | 706.00 | 707,00 | 708,00 [Common Shs Qutst'g © 1 771.00

2012, Duke acquired Progress Energy and
effected a 1-for-3 reverse split. Data for the

- - - ®Bi] w3} 183 127] 138

1751 1741 Bod fighres are |Avg Ann'l PIE Ratio 125

incl, $1516 mill, capitalized leases, incl. $1265 mill.
nonrecourse LT debt of variable Interest entities,

.- =~ | 68% | 72% | 160% | 17.6% | 227% | 23.2%

“old” Duke are not shown because theyare | --f --| - 85| 04| 89| 81} 87| 4f1) 98| Vamwsline Refafive PIE Ratio 80
not comparable. cd el ] A% | 5% | 62% | 57% | 52% | 4T% | 44% | “UEET|avg Anl DIvid Yield 5.2%
GAPITAL STRUCTURE as of 12/3113 oo | 10607 | 12720 | 13207 | 12731 | 14272 | 14520 | 19624 | 24598 | 26400 | 25100 |Revenues ($min) 20300
Total Debt $41095 smill. Due in 5 Yrs $13120 mil, ~o| <] 1080.0 [ 1522:0 | 1278.0 | 14610 | 1765.0 | 1830.0 | 21360 | 28130 | 3155 | 3325 |Net Profit (Smill) 3755
LT Debt $36152 mill. LT Interest $1658 mil. T - | 294% | 3%.0% | 325% | 344% | 32.6% | 31.3% | 30.2% | 326% | 34.5% | 345% |lncome Tax Rate 5%

23% | 88% | T.0%| 80% |AFUDC % to NetProfit 8.0%

{LT Interest earned: 3.4x)

-- -- | 49.0% | 309% | 38.7% | 42.6% | 44.3% | 45.1%
- -- | 59.0% | 69.1% | 61.3% | 57.4% | 55.7% | 54.9%

47.0% | 48.0% | 49.5% | 50.5% [Long-Term DebtRatio | 52.5%
529% | 520% | 50.5% | 49.5% |Common Equlty Ratlo | 47.5%

Leases, Uncapitalized Annual rentals $175.0 mill.
Penslon Assets-12/13 $8142 mill.

- -~ | 44220 | 30897 | 34238 | 37863 | 40457 | 41451
- -- | 41447 | 31110 | 34036 | 37950 | 40344 | 42661

77307 | 79482 | 81950 | 85475 |Total Capital {$mili) 96900
68558 | 69490 | 72175 | 76275 | Net Plant ($mill) 89800

Oblig, $7361 mill
Pfd Stock None
Common Stock 706,445,305 shs,
as of 2/25/14

-~ -] 34% | 60% | 48% | 49% | 55% | 56%
-~ -] 4% | 72% | 61% | 67% | 7.8% | 8.1%
- el A% 72% | 61% | 67% | 7.8% [ 84%

36% | 46%| 50%| 5.0% [Returnon Total Cap'l 5.0%
52% | 68% 7.5%| 8.0% |Returnon Shr. Equity 8.0%
52% | 6.8% | 7.5%1 80% [Returnon Com Equity & 8.0%

MARKET CAP: $51 billion (Large Cap)

- w ! 43% 1 20% | 6% | 1% | 24% | 22%

9% 1 15% | 20% | 25% [Retainedto ComEq 3.0%

-- -- - | 2% 89% | 84% | T% | T2%

82% | 78% | 71% | 68% |AliDv'ds to Net Prof 4%

ELECTRIC OPERATING STATISTICS
20 20

BUSINESS: Duke Energy Corporation s a holding company for util-
flies with 7.1 mill. elec. customers in North Carolina, Florida, Indi-
ana, South Carolina, Chlo, & Kentucky, and over 500,000 gas cus-
tomers in Ohio & Kentucky. Owns Independent power planis & has
international ops. Acq’d Cinergy 4/06; spun off midstream gas ops.
1/07; acq'd Progress Energy 7/12, Elec. rev, breakdown: residen-

tial, 43%; commerclal, 31%; industrial, 15%; other, 11%. Generat-
ing sources; coal, 36%; nuclear, 20%; gas, 21%; other, 1%; pur-
chased, 13%. Fuel costs: 37% of revs. "13 reporled deprec. rates:
2.4%-3.3%. Has 27,300 empls. Chairman: Ann Gray, Pres, & CEQ;
Lynn J. Good. Inc.: DE. Address: 550 South Tryon St., Charlotte,
NG 28202-1803. Tel.: 704-382-3653, Web: www.duke-energy.com,

11 12 2013
% Change Retad Sales (KWH) 24 -8 13
Avg. Indust, Use (W 3062 2675 2587
Avg. Indust, Revs, mlr 1] 489 584 5189
Capacly af Peak lm NA NA NA
Pask Load, Summer& ) NA KA NA
Annuel Load Facor { KA NA NA
% Changa Customers (avg.) +3 +8 +.8
Fieed Charge Cov. %) 202 283 327

ANNUAL RATES  Past Past Est'd '11-13

of change (persh) 10 Vrs, 5Yrs,  to'{7419
Revenues -~ 20% 40%
“Gash Flow” - 5%  45%
Eamings --  45% 50%
Dividends -- 115%  20%
Book Value - 5%  25%

Cal- | QUARTERLY REVENUES (§ mill) Full
endar |Mar31 Jun.30 Sep,30 Decdf| Year

2011 13663 3534 3964 3368 |14529

2012 | 3630 3577 6722 5695 |19624
2013 | 5808 5879 6709 6112 | 24598
2014 | 6624 6350 7100 6326 {26400

2015 | 6000 5900 7000 6200 {25100

Cal EARNINGS PER SHARE A Full
endar {Mar.31 Jun.30 Sep.30 Dec31! Year
2011 | 1.4 93 135 66 | 414
2012 | 86 99 101 89| 3N
2013 | .89 J4 140 96 | 398
2044 | 1.09 91 160 .85 | 445
2015 | 120 .95 165 .90 | 470

cal- | QUARTERLY DIVIDENDSPADBw | Fyli
endar |Mar.31 Jun.30 Sep.d0 Decdi| Year
2010 72 72 73 735 291
2011 735 73 75 5] 297
012 | 75 g5 765  .765( 303
2013 ) 765 785 78 .78 [ 3.09
014 | 78

Duke Energy plans to sell its nonregu-
lated generating assets in the Mid-
west. This business hasn't fared well of
late due to unfaverable conditions in the
power markets, When Duke was unable to
obtain compensation for $729 million of ca-
pacity costs in Ohio, this prompted the
company to put 11 units with some 6,100
megawatts of capacity up for sale. As a re-
sult, Duke took an aftertax writedown of
$1.23 a share in the March quarter, which
we treated as a nonrecurring item. The
company expects to complete the sale in
the first quarter of 2015. Duke is also exit-
ing the retail energy-supply business.

Duke is evaluating its international
business. This segment is performing
well, but management is determining
whether its capital would be better util-
ized domestically. Duke expects to com-
plete its review in late 2014 or early 2015.
Earnings should increase significant-
ly this year, followed by a lesser, but
still respectable, rise in 2015. Duke is
benefiting from a full year's effect of rate
hikes it received in 2013. The company is
also realizing greater cost reductions from
its takeover of Progress Energy two years

ago, although it is still incurring costs to
achieve them. And, the international divi-
sion is increasing its contribution.

Duke wants to add generating capaci-
ty in Florida., Its proposal includes a
1,640 mw base-load gas-fired plant at a
cost of $1.5 billion; 320 mw of peaking ca-
pacity at a cost of $197 million; and up-
grades to add 220 mw to existing capacity
at a cost of $160 million. Duke needs
permission of the Florida commission,

An environmental mishap occurred in
early February. Some coal ash from a
basin was accidentally released into a
river in North Carolina when a storm-
water pipe broke. More significant than
the $15 million the company spent in the
first quarter to remediate the problem was
the bad publicity, which resulted in some
criticism. By yearend, Duke expects to
complete a long-term strategy for dealing
with the 69 basins throughout its system,
This timely stock has a yield that is
fractionally above the utility average.
However, with the recent price near the
upper end of our 2017-2019 Target Price
Range, total return potential is low.

Paul E. Debbas, CFA May 23, 2014

{A) DIl. EPS. Excl. nonrec. losses: 12, 70¢; | egs. due early Aug. {B) Div'ds hist. paid in mid- | cost, Rates all'd on com, eq. in 13 in NC/SC: | Company's Financial Strength A
"3, 24¢; 14, $1.2'3; galns (Joss) on disc. ops.: | Mar., June, Sept,, & Dec. » Divid reinv. plan | 10.2%; in '09 in OH: 10.63% (elec.); in 04 in | Stock’s Price Stability 100

12, B¢; 13, 2¢;

due to chng. in shs., “‘3 due to rounding. Next | mill., adj. for rev. spiit. (E) Rate base: Net orig. | Reg. Clim.: NG Avg.; SC, OH, IN Above Avg.

© 2014 Value Line Publishing LLC. All n‘thts reserved, Faclual material is obtained ffom sources believed to be reliable and Is

THE PUBLISHER IS NOT RESPONSIBLE
of |t may be reproduced, resald, stored or transmitied In any primed,

rovided withoul warrantles of any kind. .
OR ANY ERRORS O OMISSIONS HEREI. This publcalon i sifly o subscrbers Arglmbdbedig ity Rl To subscribe call 1-800-833-0046.
for generating of marketing any privted of electronic publication, senvice or product.

electronic o oifer form, of us

14, (14). *12 EPS don't add | avall. (C) Incl. ntang, In “13: $36.42/sh. iD) In | IN; 10.3%; earned on avg. com, eq., '13: 6,8%, | Price Growth Persistence 85

Eamings Predictability 75
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202043 302043 Q2013
190 194 252
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oot THIS  VLARITHS
INDEX

1998

1999 | 2000 | 2001

2004 [2005 {2006 {2007 2010

2008

2009

- 1y, 150 264
1 3y 680 464

5y 1294 2454
2014 | 2015

2812
6.65
186
1.04

275

14.55

2185 3596 3510
720 d52| 435 479
203] d584] 130 182
1.08 83 -- --

3130 | 3638 3874 4025 38.09

43.31
379 6991 725( 760| 808( 796| 841| 9.03
69| 3341 328 332| 368| 324 336| 328

37.98

80 102 110 148 128 | 125| 127} 1.29

2012 (2013 OVALUE LINE PUB. LLC|17-18
3641 3861 40.65( 43.10 |Revenues persh §1.50
963| 880| 875| 0.60 "CashFlow" persh 11.50
455| 378| 340| 385 Eamingspersh A 450
131 137| 145| 156 Div'dDecl'dpersh Bm 205

355 | A5T| 28| 480
1501 | 743] 1004

532 B73| T78{ 867 867[ 1007 1394

1857 | 2030 | 23661 25921 2021 [ 30.20 | 3244

1273 11.06| 1270} 13.70 {Cap'l Spending per sh 12,50
20.95| 3050 | 3235| 34,50 |Book Value persh © 41.25

350.55

347.21] 325.81 | 326.81

326.81 | 326.81 | 326,81 | 325.81 | 325,81 | 326,81 | 32581

325.81 | 32581 | 325,81 | 325,87 |Common Shs Outst'g P | 325.87

151
79

3.7%

129 --| 100 78
74 -1 B A3
41% 1 39% -- --

70
A0

61 117 1301 160[ 124 87| 103] 118
191 .62 10 8 15 85| .66 a4
34% | 26% | 26% | 22% | 27% | 40% | 37% | 34%

97| 127 | Bold fighres are [Avg Ann'l PIE Ratio 13.0
62 74| \Valugline  [Relative P/E Ratio .80
0% | 28%] T [avgAnoiDivdYild | 3.6%

LT Debt $9825.0 mill.
(LT interest eamed: 4.7x
Leases, Uncapitalized Annual rentals $1.35 bil
Pens, Assets-12/13 $3477 mill. Oblig. $4178 mll,
Pfd Stock $1753 mil.
4,800,198 sh. 4.08%-4.78%, $25 par, call. $25.60-
$28,75/sh.; 3,250,000 sh, 5.07%, noncum., call.
$100; 1,250,000 sh. 6.5%, cum., $100 lig. value;
350,000 sh, 6,25%, $1000 lig, value; 350,008 sh,
5.1%-5.625%, $2500 lig, value,
Common Stock 325,811,206 shs, as of 2/21/14
MARKET CAP: $18 billion (Large Cap)

CAPITAL STRUCTURE as of 12/31/13
Total Debt $10635 mill. Due in 5 Yrs $2311,0 mil.
LT Interest $486.0 mil,

Pfd Div'd $98.0 ml

10199 | 11852 | 12622 | 13113 | 14412 | 12374 | 12408
2200 | 1132.0 | 1134.0 { 1151.0 | 12660 { 11150 | 11530

11862 | 12681 | 13250 | 14050 {Revenues {$mill) 15750
1594.0 [ 1344.0 | 1230 | 1390 {Net Profit ($mill) 1600

-~ | 260% | 31.4% | 27.3% | 30.7% | 33.0% | 32.1%
114% ) 49% | 6.1% | 82% | 8.9% | 10.5% [ 16.9%

14.3% | 252% | 35.5% | 35.5% {Income Tax Rate 35.5%
85% | 7.8% | 10.0% | 9.0% JAFUDC % to Net Profit 7.0%

i,

60.5% | 54.6% | 51.3% | 49.1% | 51.2% | 49.3% | 51.6%
37.8% | 40.9% | 43.5% | 46.0% | 44.5% | 46.5% | 44.3%

452% | 45.1% | 46.5% | 46.5% iLong-TermDebtRatlo | 44.0%
46.2% | 46.2% | 45.0% | 45.0% ICommon Equity Ratlo | 48.0%

15995 | 16167 | 17725 | 18375 | 21374 | 21185 | 23861
13475 | 14469 | 15913 [ 17403 | 18869 | 21966 | 24778

20422 1 21516 | 23375 24975 {Total Capltal {$mill) 27900
30273 | 30485 | 32850 { 35475 |Net Plant {$mill) 41600

42% | 94% ( 86% | 83% | T4% | 6.9% | 6.3% | 6.0%
3.5% | 154% [ 13.9% | 123% | 121% | 104% | 10.0%
3.5% [ 18.7% [ 14.0% | 13.0% | 12.8% | 10.8% | 10.4%

142% | 11.8% | 10.0% | 10.5% |Returnon Shr.Equity | 10.5%

80% | 7.3% | 65%| 65% return on Total Cap'| 7.0%
15.9% | 12.5% | 10.5% | 11.5% |Return on Com Equity B | 11.0%

ELECTRIC OPERATING 811;%11'I18TI025
% Chango Retal Salos (KVPH) 9 #2,
l\vg.lnQe Use (M év ) 736 763
g, Indus!, [

Ca Peak NA

Ao Load Fdo 2 J
% Change Customers {yr-¢nd) 4,

Revs, per K¥H () 7.88 .

NMF | 122% | 104% | 92% | 86% | 67% | 65%

4% ] 81% | 6.0% | 7.0% [Retainedto ComEq 6.0%
32% | 40% | 47% | 45% Al Divds to Net Prof 49%

121% ) 20% | 3% | 3% | 3% | 41% | 40% | 43%

BUSINESS: Edison International (formerly SCECorp) Is a holding
company for Southem California Edison Company {(SCE), which
supplles electriclty to 4.8 mill. customers In a 50,000 sq. mi. area in
central, coastal, and southern California (excl, Los Angeles and
San Diego). Discontinued Edlson Mission Energy (Independent
power producer) in '12, Elec, revenue breakdown: residential, 40%;

commerclal, 42%; industrial, §%; other, 13%. Generating sourcas:
gas, 7%; nuclear, 6%; coal, 5%; hydro, 3%; purchased, 79%. Fuel
costs: 35% of revs. "13 reported deprec, rale: 4.2%. Has 13,700
employees, Chairman, President & CEO: Theodore F, Craver, Jr.
Inc.: CA. Address; 2244 Walnut Grove Ave., P.O, Box 876, Rose-
mead, CA 91770. Tel.: 626-302-2222, Intemnet; www.edison.com.

Fixed Charge Cov () 200 308

285

ANNUAL RATES Past
of change (per sh)
Revenues
"Cash Flow”
Eamings 75%
Dividends
Book Valus

10 Yrs. 8Yrs, to
5% -1.5%
6.0%

8.5%

Past Est'd "11-13

148

Cal-
endar

QUARTERLY REVENUES ($ mill
Mar3t Jun.30 Sep.30 Dec.dq

2762 2983 3981 3014
2415 2653 3734 3060
2632 3046 3960 2043
2000 3200 4150 3000
3100 3400 4350 3200

12760
11862
12581
13250
14050

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

Full
Year

62 8 13 76
b4 86 109 239
m 78 14 o8
45 75 14 T
L0 80 180 .75

3.23
455
378
340
3.85

QUARTERLY DIVIDENDS PAID B =
Mar31 Jun.30 Sep.30 Dec.31

Full
Year

315 35 316 315
o332 32 &2
325 325 326 32
3375 3375 3375 3375

366 355

1.26
1.28
1.30
1,36

Edison International’s utility subsidi-
ary reached a settlement to resolve
regulatory issues about its investment
in the San Onofre nuclear plant. In
2013, Southern California Edison shut the
two units due to damage resulting from
steam generator replacements, SCE is still
recovering its investment and operating
costs, but is no longer earning a return on
the assets. The settlement requires -ap-
proval of the California Public Utilities
Commission (CPUC). Edison will take a
$155 million pretax charge ($100 million
after taxes), which we're including in our
presentation because it roughly equals the
previously collected revenues that will be
refunded to customers. SCE is also pursu-
ing cost recovery from the manufacturer of
the steam generators and via a claim with
Nuclear Energy Insurance Limited.

Edison reached a settlement regard-
ing claims arising from the bankrupt-
cy of its nonutility subsidiary, Edison
I\Zission Energy. Edison posted a big loss
from discontinued operations when this
operation filed for bankruptey in Decem-
ber of 2012, If approved by the U.S. Bank-
ruptcy Court, the settlement would end all

claims, Edison would record income from
discontinued operations of up to $130 mil-
lon. Over time, tax-loss carryforwards
would provide net cash of $200 million,

A general rate case is pending. SCE is
seeking increases of $127 million in 2015,
$313 million in 2016, and $319 million in
2017. Even if the CPUC's ruling slips past
yearend, new tariffs would be retroactive
to the start of 2015. We look for a slight
earnings decline this year, due to a full
year's effect of the San Onofre shutdown.
We figure rate relief and the absence of
the San Onofre charge will enable earn-
ings to advance in 2015.

This stock is up more than 20% since
the start of 2014. Investors are optimistic
about the resolution of the aforementioned
uncertainties. However, even if they are
concluded smoothly, we are still concerned
about the stock’s high valuation. The divi-
dend yield is more than one percentage
point below the industry mean, Although
this issue has good dividend growth poten-
tial, some other utility equities offer
similar dividend growth prospects without
sacrificing as much current income,

Paul E. Debbas, CFA May 2, 2014

{A) Diluted EPS, Excl. nonrec. galns {losses}: | EPS don't add dus to rounding. Next eamings | $22.22/sh. (D} In mill. {E) Rate base: net orig.

; | report due late July. (B) Div'ds paid late Jan., | cost, Rals allowed on com. eq. In *13: 10.45%;

10, 54¢; '11, ($3.33); "3, ($1.12); gain (loss) | Apr,, July, & Oct. = DIV reinvestment plan | earned on avg. com, eq,, '13: 12.5%. Regula-
. *12 Javail. {C) Incl. deferred charges. In "13: ] tory Climate: Above Average.

02, $1.48; '03, (12} '04, $2.12; 08, {64¢
from discont. ops.: "12, ($5.11); "13, 11

Company's Financial Strength A
Stock’s Price Stability 95
Price Growth Persisience 55
Earnings Predictability 75
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EL PASO ELECTR'C NYSE-EE PRIGE 36-59 RATIO 16-4(Mediar?: 15.0) PIE RATIO 0-87 YLp 3.1 /0
meness 3 rizans | Mo 138) 131) %3] RO BF) 85| He| %7| 7| B3| 05| %l Toi7 (2078 (3078
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TECHNICAL 2 Reseddftfig |- Relalve Price Stengh 8
ns: Yos

BETA .70 (1.00 = Market) ghadedarea Indlcates gg

201719 PROJECTIOle o hbuutullal dnlelulcie 40
Price  Gain AHRJ‘E%N /ﬁ’ﬂ"uﬂhll TR ul IE'Y' ne U S Selaioioien Infahebele 30

Hh 5 vsn) o TP L o o

Insider Decisions - = 5
soasonD ) ECTE o]

By 000000000 il 10
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Institutional Decislons '+ o, bt ' e S R %Totﬁg:uﬂ:'%g:

ol e Porcent 21 | I m 1y 95 21 [

toSel 83 8 78| vaded N ! R 3y 284 4654

Hiqs{000} 30463 38980 39177 [ 5y 1771 2454
41998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 12011 12012 | 2013 |2014 {2015 [ ©VALUELINEPUB.ILC[{7-19

299| 995| 1370| 1540| 1391| 1397| 1495 1670 | 1775 1043 | 2315 | 1885 | 206 | 2207 | 2126 | 2241] 2270| 2320 |Revenues persh 2750
234 279] 321| 343] 289 300 327 305( 344( 386| 446 407] 515 605| 566| 565] 6.05| 6.20)"CashFlow” persh 175
0 86| 109 127 57 64 i) g6 127 163} 73| 180] 207 | 248 | 226 220 235| 230 |Farningspersh A 275
.- - - -~ - -- .- -~ - -~ - .- --1 68 971 105 447 117 |Div'dDecld persh B 1,35
108]  1.28] 1701 185| 1.75] 203{ 194 228| 273| 463 536| 6585| 527| 680 670) 718 6.65( 7.85 {Cap'l Spending per sh 725
6921 736 805] 901 920) 1051] 11.23] 1156 | 1260 [ 1476 | 1547 | 1645 | 19.04 | 1903 | 2057 | 2044 [ 2460 2560 |Book Value persh © 25.00
60271 57.26| 51.20| 49.99[ 4961 4756 4740 | 4844 | 4600 | 4545 44.88 | 43.92 | 4257 | 3996 | 40191 4027 | 40.50 | 40.70 |Common Shs Outst'g O | 40.00
123 99| 106 110] 280 183 220 267 168] 163] 19 108} 07| 128 145] 158 | Bord fighres are |AvgAnn'l PIE Ratio 140
84 56 89 56| 128) 1.04| 146] 142 9 81 T2 J2 68 19 92 89| VeluelLino  IRelative PIE Ratlo 90
ol el el el el ] e el el e b e o] 0% | 30% | SRS IavgAmniDvdYield | 85%

CAPITAL STRUCTURE as of 12/31/13 7086 | 80391 8165 8774 110389 | 8280 | 877.3 | 9180 | 8529 | 8904 920| 945 [Revenues ($mili} 1100
Tota) Debt $1014.0 mill. Due in 5 Yrs $112.6 mil, 34| 366 614] T48| 76| 6691 903 1035 908| 886 950! 950 [NetProfit ($mil) 11§
i fl’ebt$9t993 m('j'!~2 W'-T'“‘WWW mif. 216% | 33.7% | 29.8% | 316% | 32.0% | 33.1% | 36.4% | 342% | 54.1% | 33.0% | 31.5% | 32.5% |Income Tax Rate 3.0%
(LT inerest eamed: 2.5) 10.3% | 168% | 80% | 16.9% | 204% | 24.3% | 224% | 17.6% | 224% | 24.4% | 26.0% | 26.0% |AFUDC%toNetProfit | 17.0%
Leases, Uncapitallzed Annual rentals $1.1 mili. 41.6% | 523% | 51.8% | 48.6% | 53.8% | B2.7% | 51.2% | 51.8% | 54.8% | 514% | 52.0% | 52.5% [Long-Term DebtRatio | 52.0%
Pension Assets-12/13 $257.8 mil. 58.4% | 47.7% | 48.5% | 50.4% | 46.2% | 47.9% | 48.8% |48.2% | 45.2% | 48.6% | 48.0% | 47.5% |Common Equity Ratio | 48.0%

Oblig. $317.8 mil. I 91,8 | 11675 | 11958 | 1321.6 | 15039 | 1527.7 | 1660.1 [ 15767 | 16245 | 19435 2070 | 2185 [Totel Capital ($mill) 425

Pfd Stock None 1263.0 | 12017 | 1332.2 | 14506 | 15956 | 1756.0 | 18658 | 1947.4 | 21023 | 22575 | 2500 | 2660 |Net Plant {$mill) 2875

84% | 49% | 66% | 74% | 67% | 6.0% | 7.0% | 83% | 65%| 6.4% | 6.0% | 6.0% |Returnon Total Cap'l 6.5%
Gommon Stock 40,278,810 sh. 6.3% | ‘66% | 106% | 112% | 11.2% | 93% | 11.0% | 136% | 11.0% | 94% | 9.5% | 9.0% [RetumonShr.Equly | 10.0%
6.3% | 6.6% | 106% | 11.2% | 11.2% | 9.3% | 11.1% | 13.6% | 11.0% } 94% | 9.5% | 9.0% |Return on Com Equity E| 10.0%

MARKET CAP: $1.5 billion (Mid Cap) 6.3% | 6.6% | 106% | 112% | 11.2% | 9.3% | 11.1% | 10.0% | 63% | 49% ] 50% | 4.5% |Retainedto ComEq 5.0%

ELECTRIC OPERATING STATISTICS Lo - Ll .- -- - | 2% | 43% | 47% | 46% i 51% [AliDIv'ds to Net Prof 8%
9, Chargs Reld Sl ) 2,,%1? 2"11¥ 20,12 BUSINESS: El Paso Electric Company (EPE) provides electric able. Generafing sources: nuclear, 46%; gas, 34%; coal, 6%; pur-
Aug, s Use (NWH) 24894 21659 21908 | service to 394,000 customers in an area of approximately 10,000 chased, 14%. Fuel costs: 32% of revenues, 13 reported depreci-
Avg.lqdus\.Revs.m{ WH ) NA NA NA | square miles In the Rio Grande valley in western Texas (68% of ation rate: 2.6%. Has about 1,000 employess. CEO: Thomas V.
CapaaiyalPeak l&w Hgf %gg }92% revenues) and southern New Mexlco (19% of revenues), including  Shockiey. President: J. Frank Bates, Incorporated: Texas. Address:
oo, Suomer 4 1838 1350 | E1Paso, Texas and Las Cruces, New Mexico. Wholesale is 13% of - Stanton Tower, 100 North Stanton, E) Paso, Texas 79501, Tele-
% Change Customers (j-end) +9 +#1.8 +1.3 | revenues. Eleciric revenue breakdown by customer class not avall-  phone: 916-643-5711. Intemnset: wwwi.epeleciric.com.

Fied Chage Cov. %) a1s 202 280 | Bl Pas.o Electric Compan_.y is planning fired units under construction, AFUDC
ANNUALRATES Past  Past Estd'11-13 to build some generating capacity. will be higher than in 2013. Our earnings
ke (oorsh) W0¥is,  5Ym,  fo'f79 Four 88-megawatt gas-fired generating estimate is within management's targeted

Revenues 5% 20% 35% | units would come on line at an estimated (and typically wide) range of $2.10-$2.50 a
“Cash Flow” 85% 85% 50% | cost of about $300 million: two in 2015, share. Because the first two units are
Eg{i‘;’j‘gggs 1.0% 8.5% ‘;ga/‘; one in 2016, and one in 2017. The utility scheduled to come on line in 2015, but rate
Book Value 8.0% 80% 65% léas received aaln Ia;ir perimit fzxom the lli.S. fﬁ(lieif wocxil'tlcome until 2316, pi%ﬁts are

nvironment: rotection Agency that ely to decline next year due to this regu-

aggl;r Mﬁ%ﬁmﬁ%‘gwg gg %so(smm 5:;', should enable it to begin constructig’n later latory lag. Y 8

7001 176'1 226 3076 1617 [ 9180 this year. (The Sierra Club has not yet ap- We, expect a dividend increase at the

2012 |1686 2983 2672 1888 | 852.9 pealed the permit, but may still do so.) In board meeting this month. This has oc-

5013 |1773 2404 2827 1903 | 8904 | order to place the new assets in the rate curred in May of each of the past two

o014 1180 25 290 205 | 920 | base, EPE will file rate cases in Texas and years. We look for a raise of $0.06 a share

2015 |190 250 205 219 | 945 | New Mexico in 2015, with new tariffs tak- (5.7%) in the yearly dividend, a growth

Cal- EARNINGS PER SHARE & Fan | 108 effect in 2016. The utility is also seek- rate that is comfortably above the industry
endar |Mar3! Jun30 Sep.30 Decdd| Year ing a certiﬁc-ate of need in each state that average. The compang is targeting annual

T B 78 140 13 | 248 would allow it to build the latter two units, dividend growth of 4%-6% and a payout

a2 | 08 77 1 42| 226 The total cost of the project, including the ratio of 45%-55%. )

o3| 9 72 12 03 | 220| Allowance for Funds Used During Con- This stock does not stand out among

a4 | 45 75 130 45 | 235| struction (AFUDC, a noncash credit to in- wutility equities. The dividend yield (even

0151 20 75 125 .10 | 230| come) is estimated at $372 million. Along after reflecting the expected increase) is

cal- | QUARTERLY DIVIDENDS PAID ® Ful with the new plants, EPE also plans to below the industry average. Moreover, al-
endar |Mar31 Jun30 Sep.30 Dec.dt| Year | Tetire 153 mw of capacity, although it can though we project very healthy dividend

2010 |- — — — _. | delay the closings, if necessary. . growth over the 3- to 5-year period, with

2011 |-- » w2 65| We estimate hi her.‘ earnings in 2014, the recent price within our 2017-2019 Tar-

202 | 22 25 2% 95 ‘97| but expect a decline next year. The get Price Range, total return potential is

2013 | 25 265 265 .65 | 1.05] economy of EPE’s service area is perform- unspectacular.

2014 | 265 ing well, and with the aforementioned gas- Paul E. Debbas, CFA May 2, 2014
(A) Diluted eamings. Excl. nonrecurring gains | Next earnings report due early May. (B) Initial  milions. (E) Rate allowed on common equity in | Company's Financiat Strength B++
(losses): '98, 6¢; '99, (38¢); '01, £4¢); '03, B1¢; | dividend declared 4/11; payment dates In late | "12: none specified; eamed on average com- | Stock’s Price Stability 95
'04, 4¢; '05, (2¢); '06, 13¢; '10, 24¢. 11 eamn- | March, June, Sept,, and Dec. (C) Incl. deferred | mon equity, '13: 10.0%. Regulatory Climate: | Price Growth Persistence 90

ings don't add to full-year total due to rounding. | charges, In '13: $101.0 mill,
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RECENT PIE Trailing: 14.6 | RELATIVE DIVD 0/

EMPIRE DISTRICT wvse.= i 2,24 fo 15.2 ot 1) e 0810 4.3%
mhewness 2 wenans | ] 28] mo] w0l T EaT mel Al el wal mal 2l o TaretPrice Range
SAFETY 2 Raseddoyz | LEGENDS

3 — loamemen, o

TECHNICAL Lowered o4 | - daded by nt rongh i
BETA 65 (1.00=Marke) OE;I'ogs:d Yes indiales recession a0
" 2017-19 PROJECTIONS_ |- e ITRD a 32

Anny'l Total . 4 el PO NS IR PSRPOTON SRR 24

o 25" 8%2/4 A T T B e e I C A 2
e B3 9% T S 16
Insider Decisions CREIN 12

JASOND S FMP T " o

By 0 000000O01 S
Gpons 0 00 00 1850 sopraaartones | 5
fosl 000000010 T % TOT. RETURN 514
Instltutuona: Dec‘:;?;gnsmm ) ' - H‘ ,] st Jhs v

302013 Percent 12 L I el N

bl g4 5 apfghees & it pitir e T Wony BT r
Hi's{pot) 20651 20754 21265 QUEHTELEELREERRURREE T RTELRN i Gyr 864 1619
1998 [ 1999 ] 2000 ] 2001 [ 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 {2010 ;2011 {2012 | 2013 | 2014 [2015 | ©VALUE LINE PUB,LLC[{7-19
1402 13941 1478 1337 1356 13.03| 1267 | 1480 | 1367 1450 | 15251 13.04 | 1302 | 1374 | 1341 | 1381 14.95] 1525 |Revenuespersh 16,75
2071 289| 342 219{ 243 248 222| 245 275{ 260 291] 272 285] 320| 298| 314( 335| 3.50|“CashFlow" persh 425
163 113 13 B9 118 120 88 921 144] 100 7] 148 447 1331 132| 1487 160 1.55 |Earningspersh A 175
128] 128| 1.28| 128 128| 128 1.28{ 128| 128] 128) 128 128 128 H41 100 101 103] 1.05|DivdDecldporshBmt| 115
303 414 7el| 402] 343 265] 164 283] 397] 546 628] 407 263| 244 | 322| 360 505| 4.10 |Cap'l Spending persh 2.00

1343 1348 1365 13581 1459| 1547 1476 1508 ) 1549 1604 | 1556 | 1575 | 1582 | 1653 | 1690 | 17431 18.00 [ 18.45 [Book Value persh © 2000

741 17.37| 1760 1976( 2257 | 24.98] 2570 | 2608 | 30.25 [ 3361 33.98 1 3841 [ 41.58 | 41.88 | 4248 4304 43.50 | 44.00 [Common Shs Outstg P | 47.00

1481 207 1771 339 162 158] 2487 245) 158 207 13| 143 168 158 | 158 150 Botd figjres are |AvgAnn|P/E Ratio 13.0
J3 124 148 174 88 g0f 131} 130 861 115 1.04 851 1.07 891 10 85| \Valueiline  IRelative PJE Ratlo 80

60% | 52%| 54% | 64% | 66%| 6% | 60% | 57% | 57% | 54% [ 63% | 7.6% | 65% | 34% | 4% | 48% | U™ |avg AnniDIVd Vield 50%
CAPITAL STRUCTURE as of 3/31/14 3255 | 3862 | 4135 | 4002 | 5182 | 497.2 | 5413 | 5769 | 5571 | 5943{ 650 670 |Revenues ($mill 790
Total Debt §748.2mill. DueinSYrs $121.4mil. | 298| 28| 309| 332| 397 | 413| 4741 550 ) 557| 6341 7001 70.0 {NetProfit(Smil) 80.0
T T e amerest 8604  [7301% | 384% | 34% | 003 [ 925% | 925% | 3025 | 4% | GR0 | 57.0% | 31.6% [ 37.5% (Income Tk Rato 3B.0%
(LT inlerest eamed: 3.6%) 10% | 24% | 107% | 231% | 315% | 34.2% | 21.5% | 9% | 35% | 94% | 9.0% | 7.0% |AFUDC%toNetProft | 20%
Leases, Uncapltalized Annuat rentals $.8 mil, 51.3% | 54.0% | 49.7% | 50.4% | 53.6% | 51.6% | 51.3% | 49.9% | 49.1% | 49.8% | 50.5% | 50.0% |Long-TermDebtRatlo | 50.0%
Penslon Assets-12/13 $186.6 mill, | 48.7% | 49.0% | 50.3% | 40.8% | 464% 48.4% {48.7% 1 50.1% | 50.9% | 50.2% | 45.5% | 50.0% |Common EcquityRatlo | 50.0%

Oblig. $225.4 mil. 7791 6033 | 931.0 | 10811 | 11404 [ 1240.3 | 13507 | 1386.2 | 14004 | 14936 | 1575 | 1630 [Total Capitat ($mill) 1900

Ptd Stock None B67.0 | 8980 | 1031.0 | 11789 | 13428 | 14690 | 1519.1 | 18637 | 16576 | 1751.0 | 1895 | 1980 |Net Plant ($mil) 2000

4T% | AT ] 58% | 47% | 52% | 5.2% | 51% | 55% | 54% | 56% | 55% | 5.5% |[ReturnonTotal Cap'i 5.5%
Common Stack 15,204,872 shs. 5o% | 60% | 85% | 62% | 75% | 69% | 72% | 9% | 70%) 85% | 00% | 85% [RetmonShrEqulty | 85%
58% | 6.0% | 85% | 62% | 75% | 6.9% [ 7.2% | 7.9% [ 7.8% 85% ! 9.0% | 8.5% |ReturnonCom Equity® | 85%

MARKET CAP: $1.0 billion (Mid Cap) NMF| NMF| 8% | NMF{ NMF| NMF [ NMF| 41% [ 19%] 27% | 3.0%| 25% |Retainedto ComEq 3.0%

ELECTRIC OPERATING STATISTICS NMF ] NMF| 90% | 117% { 109% [ 109% ] 110% | 49% | 76% | 68% | 65% | 67% |AlDiv'ds to Net Prof 65%
2011 2012 2013 - : :
¥ A BUSINESS: The Empire Disrict Electric Company supplies electi-  merclal, 30%; industrlal, 16%; other, 12%, Generating sources:

Z‘ﬁmﬁ:}%‘gﬂm‘wm ] 25‘2 2931'§ 2‘914‘3 city to 189,000 customers in a 10,000 sq. mi, area In southwestem coal, 47%; gas, 24%; hydro, 1%; purch., 28%, Fuel cog's: 34% of
Avg, Industriel Rey H&) 772  1.66 7,93 | Missourl (80% of 43 retall elec. revs.), Kansas (6%), Oklahoma revenues. *13 reported depr. rate: 3.1%, Has about 750 employees,
%akloa%lgganm{w ) Hgg }?g% }8%5 (3%), & Arkansas (2%), Acquired Missouri Gas (44,000 customers)  Chalrman: D, Randy Laney. President & CEO: Bradley P. Beecher.
Mnualloa'dFacior(& 520 621 562 | 6/06. Supplies water service (4,000 customers) and has a small Inc. KS. Address: 602 8. Joplin Ave,, P.O. Box 127, Joplin, MO
% Change Customers 8avg,) 45 +5 +5 | fiber-optics operation. Elec. rev. breakdown: residentlal, 43%; com-  64802-0127. Tel.: 417-625-5100. Internet: www.emplredistrict.com.
Fited Chaige Cov. (%) 207 a4 3 We have increased our 2014 earnings ment are not yet available. We would ex-
ANNUAL RATES Past  Past Estd'11-13 estimate for Empire District Electric pect new tariffs to go into effect this sum-
dchangefpersh)  10¥r,  5Ys, totg | Company. Favorable winter weather has mer.

Revenues .. 15% 35% | helped, as the utility's service area experi- Two major capital projects are under
'I'Ecaslh Flow” 3~8‘;//° %gf,//o Zgz//v enced its coldest first quarter in more than construction. Empire District Electric is
Poests 359 50% 45% | 30 years, The weather conditions added an adding pollution-control equipment to one
Book Value 15% 16% 30% | estimated $0.11-$0.12 to share profits. Ac- of its coal-fired plants at an estimated cost

ca | QUARTERLY REVENUES §mil) | Funl cordingly, we raised our 2014 share- of $112 million-$130 million. This will
endar |Mar31 Jun30 Sepd0 Decdd| Year | €2TNINgs estimate by a dime, to $1.60. probably be completed in early 2015. The

207 11507 1200 1643 1328 | 5769 This is well above Empire District Elec- utility is also expanding a gas-fired plant
M2 11372 1316 4502 1291 | 5674 | tric’s guidance of $1.38-$1.50, which is at an estimated cost of $165 million-$175
2043 1514 1366 1575 1491 | 5943 based on normal weather, and would be million. This should be completed in mid-
2014 |1797 145 170 1553 | 650 | the company's highest tally since 1998, 2016.

2015 1470 155 180 165 | 670 | Earnings would be even greater were it Empire District Electric plans to file

cal- EARNINGS PER SHARE A Fay | 1Ot for the effects of regulatory lag, which an electric rate case in Missouri later
endar |Mar31 Jun30 Sep30 Dec3t| Year | has hurt utilities in Missouri for many this year. The utility will time its applica-

2011 6 22 60 21 | 131| years. Some of Empire District Electric's tion so that it can place the cost of the
w2 | 23 5 s 93 | 32| transmission costs and property taxes aforementioned environmental upgrade
a3 | a0 27 5 35 | 148| won't be recovered in rates this year. We into the rate base,

014 | 48 27 57 .28 | 160| forecast a modest earnings decline in 2015, Timely Empire District Electric stock
05 | 35 .30 60 .30 | 155 assur}rlling a return to typical winter ’(I)‘gers fxdn atttl)‘acti\}rle dividend yield.

X ™ weather patterns. e yleld is about half of a percentage
egglar Mgll&l:TE‘l'{ll;T,glngggg;gAl%ec'L 5:;',. The company has reached a settle- point above the industry averr)age. The
a2 2 2 @ 12¢| ment of its general rate case in recent price remains near the upper end of

o 13 3 -l . 64 | Arkansas. Empire District Electric had our 3- to 5-year Target Price Range, so to-
w2l B s 5 40| filed for an increase of -$2.2 million (18%), tal return potential over that time frame is
s | 25 95 5 255 | 41| based on a 10.5% return on a 50.2% low.

2014 | 955 255 common-equity ratio, Details of the agree- Paul E. Debbas, CFA June 20, 2014
{A) Diluted eamings. Excl. loss from discontin- | Mar., June, Sept. and Dec, Div'ds suspended | $6.06/sh, (D) In mill. (E} Rate base: Deprec, Company's Financial Strength B+
ued operafions: '06, 2¢, *11 & 12 EPS don't [ 3Q*14, reinstated 1Q *12, # Div'd reinvestment | orig. cost. Rate allowed on com. eq. in MOin | Stock's Price Stability 100
add due to rounding. Next earnings report due | plan avail. (3% disc.). T Shareholder Invest- | *13: none specified; earned on avg. com. eq., | Price Growth Persistence 35
late July. (B} Divids historically paid in mid- ment plan avail, (C) Incl. intang. In '13: *13: 8.7%. Regulatory Climate: Average. Earnings Predictability 85
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W 78.28 Wi 12.3 (et B4

AR 06010

i) o

THELNESS 2 ot | [UO0] 12 SB70 wez| o) umol e s ws) 43| A% 128l 051 Target Price Range
SAFETY 3 Lowewd3n2i3 | LEGENDS
3 T e P e 200
TECHNICAL Lowered S04 | ol 160
BETA .70 (1.00=Marke) Options; Yes I~
W@m haded area indicales . I - 100
Price  Gain "Retu(r)nﬂ ..h"'l[.rn..d"ll LR Wrenng 1 ety | st WY | | feeeeedmenan 80
Hgh 100 (+30%) 10% — ST 80
Low 70 (-10%} 2% |t 50
Insider Decisions iyt me 40
JASONDJFHM d 30
By 000000000 5 bt |
Oplons 1 001020860} e R W L o L 20
3l 100102060 . " % TOT. RETURN 5114
Institutional Decisions oo 'T""." Jhs e
2 0 ! b
woy 3 ' ois pds| Cocent 163 ty. 181 194 [
toSll 207 215 194 | yaded 5 3yn 284 437 [
Hifs{oon) 148283 153141 161069 . | Syn 278 1619
1998 [ 1999 [ 2000 [ 2001 | 2002 [ 2003 | 2004 | 2005 { 2006 | 2007 [ 2008 | 2009 |2010 |2011 [2012 {2013 [2014 {2015 | ©VALUELINEPUB,LLC|17-19
4657] 3551 45611{ 4359 3134 4047| 4669 4661 | 5394 | 6947 | 6815 | 56.62 | 64.27 | 63.67 | 57.94] 6386 69.65| 70.75 [Revenues persh 82.00
6411 506| 649 641 762f 743| 833 848} 1069 1173 | 1280 | 1328 | 1654 | 17.63 | 1698 1625 1845 17.75 |"Cash Flow" persh 20.50
2221 2250 297 308| 368| 360| 393y 440| 536| 560| 620| 630; 666| 755! 602 496| 635| 530 |Earningspersh A 6,50
1500 1.20] 122 128| 134 60| 189] 216 246| 258 | 300f 300] 324| 332 33| 33| 332| 332|DivdDecldpershBut! 3280
463| 484| 680] 625| 688] 685] 6511 672 944 1029 | 1392 1289 1333 | 1521 | 18.48] 1573 | 4290| 13.25 [Cap'l Spending per sh 12.50
2879 2881 |- 3189) 3378 | 9524 38.02| 3626 3571 | 4045 | 40.71 | 42.07 | 4554 | 47.53 | 5081 | 54.73| 54.00; 5695 50.90 |Book Value persh © 66,75
246,83 | 247,08 | 219,60 | 220.73 | 22242 | 228.90 | 216.83 | 216:83 | 202,67 | 193,12 | 180.36 | 188.12 | 178.75 | 176.36 | 177.81 | 17837 | 79.50 | 179.50 [Common Shs Outst'g P | 179.50
281 182] o4 125 5] 138 161] 163 13| 193] 166] 120} 118 99| 112 132 Boid fighres are jAvg Ann'l P[E Ratio 13.0
87 15 66 64 63 79 80 81 Jry 102 100 80 T4 57 N 4| ValuefLine  IRelative PJE Ratlo 80
sa% | 44%| a1%| 53% | s2%| 3% 32% | 30% | 28% | 24% | 29% | 40% | 42% | 49% | 49% | 5% | "™ |avgAniDivdYeld | 4.5%
CAPITAL STRUCTURE as of 3/31/14 10124 | 10106 | 10932 | 11484 | 13094 | 10746 | 11488 | 11220 | 10302 | 11351 | 12500 | 12700 {Revenues {$mill) 14700
Total Debt $13860 mill. Due in 5Yrs $5146.3mil. | 9331 | 0431 | 11609 | 1160.0 | 12405 | 12511 [1270.3 [1967.4 | 1091.9 | 9045 | 1755| 075 |Net Profit (Smill 1200
T Do 200 Ml morest SSO6.T ik 2820 | 312 | 21% | 301% | 921% [ 8% | 321% | 173% [ 130% | 257t | SL0% | G6% fincom Tax Rato 38.5%
(LT ntrest earned: 3.6 : TO% | 80% | 55% | 58% | 56% | 74% | 74% | 89% | 11.9% | 10.1% | 9.0% | 10.0% |AFUDC % to NetProfit | 7.0%
Leases, Uncapltalized Annual rentals $106.2 mifl, | 44.7% | 51.8% | 512% | 54.3% [ 58.2% | 55.3% | 56.3% | 522% | 55.8% | 85.1% | 56.5% | 57.5% |Long-TermDebtRatlo | 54.5%
Pension Assets-12/13 $4429,2 mil, 52.9% | 45,6% | 46.7% | 43.9% [ 40.2% | 434% | 42.1% | 464% [ 42.9% | 43.6% | 43.5% | 41.6% |Common Equity Ratio | 44.5%
Oblig. $5774.0 mill. | 15636 | <7013 | 17539 | 17502 | 16795 [ 19985 | 20166 | 10324 | 21432 | 22108 | 23675 | 26675 |Total Capltal {Smll) 27000
2'1"13'%’5?3&".{"5’25?)3'5:25&5' g%gg;r?m‘gooo 18696 | 49107 | 19438 | 20074 | 22420 | 23389 | 23648 | 25600 | 27209 | 27862 | 28075 | 28275 |Net Plant {$mill) 27800
b 8.06% 250,000 sh- 8.75% all ilhoutsinking | 4% | 6% | 80% | 79% | 7.5% | 76% | 7.0% | 85% | 64% | 54% | GO%| 50% [RemonTotlCapl | 60%
| fund, 10.8% | 115% | 13.6% | 14.2% | 15.0% | 14.0% | 14.4% | 14.8% | 14.5% | 9.1% | 11.6% [ 0.0% [Returnon Shr.Equity | 10.0%
Common Stock 179,381,728 shs, as of 4/30/14 11.0% | 11.9% | 13.8% | 14.4% | 15.3% | 14.3% | 14.7% | 15.0% | 11.6% | 9.2% | 11.0% | 9.0% |Return on Com Equity & | 10.0%
MARKET GAP: $14 billion {Large Cap) 58% 1 60% [ 83% | 80% | 81% | 7.6% | 7.6% | 84% | 52% | 30% (| 55%| 3.5% [Retainedto ComEq 4.0%
ELECTRIC OPERATING STATISTICS 48% 1 51% | 41% | 46% | 48% | 48% | 49% | 46% | 56% | 68% | 53% | 63% |AN Divids to NetProf 59%
43 Chinga RelabSeles WH) 2,0111 2011§ 2°+1‘;’ BUSINESS: Entergy Corporafion supplles elactricity to 2.8 millon  Generating sources: nuclear, 33%; gas, 27%; coal, 11%; pur-
Avg. Indust, Use 991 75 §A | customers through subsidiaries in Arkensas, Loulslana, Mississippl, ~ chased, 29%. Fuel costs; 32% of revenues. '12 reported deprecia-
Avg.kMusLRevsﬁ WHEg) 565 4.94 677 | Texas, and New Orleans (regulated separately from Louislana). tion rate: 2.5%. Has 14,600 employees. Chalman & CEO; Leo
gﬁm?:‘ma ) %%%3 %?ggg M Distributes gas to 194,000 customers In Loulslana. Has a nonutiity Denault. incorporated; Delawars. Address; 639 Loyola Avenus,
Annualloa'dFador(& 600 600 WA | nuctear subsidiary that owns six uniis. Electric revenue breakdown: ~ P.O, Box 61000, New Orleans, Louislana 70161, Telephone: 504-
%mange(:uslomers?ymnd) +.5 +3 NA | residential, 38%; commercial, 26%; Industrlal, 28%; other, 8%. 576-4000. internet: www.entergy.com,
Entergy stock has surged lately. Since 2017-2019 projection by $0.75, to $6.50.
] § 24 g y. Sinc projection by ;
;k:f&:ﬁ:_cgg;s Past “:’as! zé:t’d ,"2_'313 hitting a recent low in March, the price Not everything is going well, however.
ofchangepersh) 10V,  5Yis, to'trqg | has risen more than 25%. Among electric Entergy got a disappointing rate order in
Revenues 4,59 5%  50% | companies, Entergy was perhaps the big- Arkansas and, although the state commis-
E%?nsm FéOW %% z%‘:,//o %%j gest beneficiary of the unusually harsh sion agreed to a rehearing, the likelihood
AR 80% b5o% 25% | winter, as it was well positioned to take of receiving significantly more rate relief is
Book Value 4.0% 50% 40% | advantage of market volatility and high slim. The utility might file another rate
Cal- | QUARTERLY REVENUES (Smil) | Fan | ROWEr prices in the Northeast. This bene- application there next year. In New York,
endar |Mar3 Jun30 Sep.30 Dec| Vear fited earnings by $0.90 a share in the some politicians want the Indian Point nu-
301 | 2541 2803 3395 2489 11220 March guarter, qnd profits more than clear plant closed, and there is also a ques-
2012 | 2383 2518 2063 2438 | {0302 | doubled in the period. There is more to the tion of whether Entergy will have to build
2013 | 2608 2738 3351 2691 | 11300 | Stock’s rally than just this good showing, cooling towers there. Enter%y believes that
2014 | 3200 2897 3500 2900 | 12500 | however. The expected margins from the this is not necessary, and that if any addi-
2015 | 2050 3050 3650 3050 |12700 | company’s nonregulated generating assets tional spending is required at all, an alter-
cal- EARNINGS PER SHARE A Full have improved significantly. In addition, native solution would be much less costly.
endar |Mar31 Jun30 Sep30 Decdi| Year | the company’s utilities are experiencing Entergy filed a rate case in Missis-
01 | 138 176 353 .86 | 765 accelerating growth in demand, driven by sippi. It is seeking a $49 million increase,
%12 | 40 208 18 167 | sop| the addition of industrial load in Louisiana based on a 10.59% return on equity.
a3 1 9 o 23 83| 49| {much of it oil and gas related). All told . . . This timely stock’s dividend yield is
2014 | 224 100 206 1.05 | 635| Entergy raised its 2014 share-earnings fractionally above the industry mean.
9015 | 1.05 105 210 1.0 | 530 gg%anfﬁ from $4.601;$5.}4110 to $5.55- Elkll:a board1 lizlaellg won’thconsidler a d[i\videng
) Ba 5. e company’s brighter prospects ike unti , at the earliest, stoc
eﬁgla, MC:I&!:TE?Kglo‘llbgt::.ssgAl%ec‘L 5;';', prompted us to boost our 2014 estimate by buyback is also possible, but we haven't
00 1 75 83 83 .83 | 3% $1.55, to $6.35. Assuming a more normal assumed one in our estimates and projec-
o |83 8 8 8 39 | first quarter, profits are likely to decline tions. Although we've raised our sights for
w2183 83 83 63 349 | materially next year, but we have raised the 2017-2019 period, total return poten-
2013 | 83 83 83 .63 | 332{ our 2015 forecast by $0.30 a share, to tial is just a bit above the utility average.
2094 | 83 .83 $5.30. Finally, we have increased our Paul E. Debbas, CFA June 20, 2014

(A) Diluted EPS, Excl. nonrecurring gains | historically paid in early Mar,, June, Sept. and | lions. (E) Rate base: Net original cost, Allowed
1.04); '03, | Dec. ® Div'd relnvestment plan available. t | refurn on equity (blended): 10.4%; earned on

(losses); 98, 78¢; '01, 15¢; '02, ($
33¢ nel; '05, (21¢) “12, ($1.26); 13, ($1.14), | Shareholder investment plan available, (C) Incl. | ava. com. eq., "13: 8.3%. Regulatory Climate:

Next eamings report due late July. (B) Div'ds | deferred charges. In *13: $29.67/sh. (D} In mil- | Average.
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EXELON CORP, NYSE-BXC PRICE 35-63 RATIO 22.3 Median: 15.0 /1 PIE RATIO 1.24 YLD 3.5 0
High:[ 333] 449 575] 636 68| 924 | 00| 48.9] 454 437] 3r8| 368 i
THELINESS 3 wnecssons | Fio} 3881 4191 ZT21 BS| 87| 92| 39| 70| 3| %4| %8| %62 Target Price Range
SAFETY 3 lowedtizsf2 | LEGENDS
; 2 T oot P S 1
TECHNICAL 2 Loweredsioys | Sided by e R -
BETA 70 (1.00=Marke) 200 s 504 < 2
| 201710 PROJECTIONS | hadad orea indcates - 64
Ann'l Total ILITL AL .~ R ®
Price Gain  Relumn 1A [LITHRT I SPYRCISITH SN S B RAALLE LI it
Hgh 45 (+25% 9% L “ T TR 29
Low 30 (-15% Nil | |||,l T [ AALLLLITY YU IS RN EEECEE EEELD]
Insider Decisions %"' 24
JIASONDJF
By 00000000 Qb PoTT e B 1%
Options 0 0 5 100 012 2 |yt L1z
0%l 000000001F el ] % TOT. RETURN 4114
Institutional Decisions . ..,.--| s 1 WS VLARI
. 202018 302093 402013 hd | [ SIOCK WNDEX [
why 277 28n 284 | oreent 18 "y ot 1y, 27 220 [
o Sell 369 333 353 yaded 6 . 3y 33 402 [
Higs{000) 578610 593139 614658 5y 28 1758

1998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 {2009 |2010 |2011 ;2012 2013 {2014 |2015 | ©VALUELINEPUB.LLC[17-19

w| 1940 1175 2358| 2343 23.89] 21.85| 2306 | 2337 2862 | 2866 | 2624 | 2846 | 2854 | 2747 29.04 | 3040 | 30.20 |Revenues persh ars
--1 355( 1.84| 506f 603| 502 568| 618 671| 743 764 824 832| 724 | 660f 673| 605 6.85|“CashFlow” persh 7.50

-l 188 139 220) 240} 244] 275( 321 | 350 408) 40| 420 387) 375 | 192} 231| 160 230 |Eamingspersh A 275

- .- 8 88 96] 126| 160| 164 82| 205]| 210 240 210 | 240 146 4.24| 1.24 |Divid Decl'dpershBu 1.50
-] o[ L8] 3B 333 295] 289 325 361 406 474 496 52| 610 | 677 630 625 670 |CaplSpending persh 576
-l .| 131 1282) 1197 12841 14.49) 1370 1489 | 1534 § 1679 | 1945 | 2048 | 2170 | 25.07| 2653 | 26.90 | 27.95 [Book Valu per sh ¢ 3150
--"630.20 | 638,01 | 642.01 | 646,83 | 662.00 | 664.20 | 666,00 [ 670,00 | 681.00 | 658.00 | 660.00 | 662,00 | 663.00 | 855,00 | 857.00 | 859.00 | 861.00 {Common Shs Outst'g © | 867.00

- - 24] 132{ 105] 18] 130| 154 165 182} 180 1156 110 13| 191 134 | Bow figires are |Avg Ann'l PIE Ratio 13.0

- --1 146 68 57 b7 59 82 89 71 108 g7 710 JH 122 76 | Valuelline  IRelafive P/E Ratio 80
el o] %) o5%| 34%| 3% | sam | 28% | 25% | 28% | 43% | 49% | 50% | 57%| 47% | YT LagamiDivdYield | 42%
?l\tP:II';\I'.Jthg)l:g}'UﬁF Ss ot; 1%/%1/127552 " 14515 | 15357 | 15655 | 18816 | 18859 | 17318 | 18644 | 18024 | 23480 | 24888 { 26700 | 26000 {Revenues ($mill) 28400
otal De mill. Bue ino vrs mill. | 1844.0 | 2462.0 | 2370.0 | 2730.0 | 2721.,0 | 2844.0 | 2567.0 | 2499.0 | 1579.0 | 1999.0 1 1400 | 2005 {Net Profit {$mili) 2425
}Tlggbtgg%” mil Ly interest $6TS.0mill 9750 | 304% | 3a7% | 346% | 326% | 368% | 392% | 368% | 324% | 365% | 30.6% | 36.5% income Tax Rato 36.5%
(LT interast eame: 4:4%) L% | 1.0% | 16% | 1.8% | 1.3% | 23% | 2% | 0% | 58%| 45% | 6.0%| 4.0% |AFUDCY%toNetProfit | 3.0%
Leases, Uncapitalized Annual rentals $103.0 mil, | 56.1% | 56.1% [ 54.2% | 53.9% | 53.1% | 47.2% | 468% | 46.7% | 45.8% | 44.4% | 43.5% | 43,5% {Long-Term DebtRatio | 43.0%
Penston Assets-12/13 $13571 mill. 43.5% | 43.5% | 45.4% | 45.7% | 46.6% | 524% | 52.8% | 54.0% | 535% | 65.2% | 56.0% | 56.0% |Common Equity Ratlo | 56.5%
9b“9- $15459 mill. | 21658 | 20972 | 21971 | 22189 | 23726 | 24112 | 25651 | 26661 | 40057 | 41196 [ 41200 | 42825 {Total Capital ($mili) 48000

m&ggfgggm fm“' ol Div a lm‘; ?fms:ub- 21482-| 21981 | 20775 | 24153 | 25813 | 27341 | 29041 | 32570 | 45186 | 47330 | 49375 | 51250 |Net Plant ($mil) 56000
sidiarios, ke 104% | 121% | 125% | 14.1% | 13.1% | 13.3% | 114% | 106% | 5.4% | 59% | 45% | 5.5% |Return on Total Cap'l 6.0%
Common Stock 857,419,806 shs. 19.4% | 235% | 238% | 26.7% | 24.4% | 22.3% | 18.8% [17.3% | 7.3% [ B7% | 6.0% | 8.5% |Retumn on Sh Equity 9.0%
113114 19.5% | 23.6% | 23.7% | 26.9% | 24.6% | 22.5% | 188% | 17.3% [ 7.3% [ 8.7% | 6.0% | 8.5% |Returnon Com Equity i 8.0%
MARKET CAP; $31 billion {Large Cap) 10.7% | 11.9% | 13.0% | 15.3% | 12.5% | 115% | 87% | 7.7% | NMF| 32% | 1.5%| 4.0% |Retalned to Com Eq 4.0%
ELECTRIC OPERATING STATISTICS 45% | 50% | 45% | 43% | 40% | 40% | b54% | 6% | 108% | 3% | 77% | 54% [AllDiv'ds to NetProf 54%
4 Change Rl s V) 2.0 ,,210313 20_1‘2 BUSINESS: Exelon Corporation Is a holding company for Com-  24%; large comm'} & ind'l, 7%; other, 10%. Generating sources: nu-
[ lnd%.;t Use(Mw”liﬂM NA NA NA | monwealth Edison (3.9 mill. elec. customers In IL), PECO Energy, clear, 57%; other, 15%; purch,, 28%. Fuel costs: 43% of revs. 13
Avg, Indust Revs.mr {# NMF  NMF  NMF | (1.6 mill. elec., 501,000 gas customers in PA), & Balllmore Gas and  depr. rates: 2.9%-3.4% elec., 2.1% gas, Has 25,800 empls. Chalr-
g:gma‘mk( ) 327“‘3% 32 1*‘5% M Electric (1.2 mill. elec,, 656,000 gas customers in MD), Has nonreg- man: Mayo A. Shattuck Ill. Pres, & CEO: Christopher M, Crane,
NecearCapaciy Factor (%) 993 097 4. | uated generating & energy-marketing ops. Acq'd Constellaion En-  Inc.: PA. Address: 10 8. Dearbom St., P.O. Box 805379, Chicago,
% Change ‘c’usm,s(ymd) +3 #2386 +.6 | ergy 3/12. Elec, rev. breakdown: res'l, 59%; smali comm'l & ind"l, IL 60680-5379. Tel.: 312-394-7398, Intemet: www.sxeloncorp.com.

Fixed Chatge Cov. (%) 558 205 333 | Exelon has agreed to acquire Pepco which conditions in the power markets

ANNUAL RATES _ Past Past Estd 1113 Holdings. Pepco, which serves Washing- were unfavorable (which led to a dividend

ofchange(persh)  10¥rs,  5Ym.  toM7qg | tom DC, the Delmarva Peninsula, and cut last year), the start of 2014 has shown
.0% 25% | southern New Jersey, would fit well with signs of an upcoming turnaround,

Reventes 1.0%

“Cash Flow” 3-(5";/0 'J’-gf,é 7:2';/" Exelon's utilities in Pennsylvania and We have cut our 2014 earnings esti-
Eamings 18% 7% 8% | Maryland. Exelon would pay $6.8 billion in mate by $0.50 a share. March-quarter
Book Value 7.0% 95% 4.5% | cash—a generous offer, at more than 20 results were depressed due to $0.52 a

times earnings. Nevertheless, the company share of mark-to-market accountin
eggtr MggﬁRTEE&%EVSEg;JE%(533;!231 ,’;:;I, thinks the purchase would be accretive to charges (which we include in our presentag-
3011 | 5052 4587 5205 3990 |18924 share net by $0.10-$0.15 in 2016 and tion because they are part of ongoing oper-
2012 | 4686 5054 6565 6284 | 23489 $0.15-$0.20 in 2017 and beyond. The deal ations). In addition, Exelon will incur costs
2013 | 6082 6141 6502 6163 | 24888 needs the approval of Pepco shareholders, associated with the Pepco transaction.
2014 | 7237 6150 6550 6163 | 26700 | the regulatory commissions in DC, Mary- We expect earnings to rebound in
2015 | 7000 6200 6600 6200 26000 | land, Delaware, Virginia, and New Jersey, 2015. We assume no mark-to-market
cal- EARNINGS PER SHARE Fall and the Federal Energy Regulatory Com- gains or losses because these are im-
endar |Mar31 Jun30 SepaD Decd!| Year | Mission. The companies are targeting the possible to predict, Exelon’s nonregulated
201 | 1.01 ) 9 91 | az5| second or third quarter of 2015 for the power-generating business ought to fare
a2 | 54 83 57 49 | 102 closing, but given the numerous approvals better, given what is happening in the
o3 | 30 57 8 598 | 231| required, this might prove optimistic. power markets, We have raised our profit
2014 1 10 45 .60 45 | 160] The market reacted negatively to the forecast by $0.15 a share, to $2.30, Note
2045 | 65 50 .65 50| 230| planned takeover, but the stock is still that our figures will not reflect Pepco until
Cal- | QUARTERLY DIVIDENDSPADBx | pyy | WP 30% so far this year. It fell 3% on the after the purchase is completed.
endar |Mar31 Jun0 Sep.d Desdt| Year day of the announcement, probably due to Although we have raised our sights
2010 | 55 55 55 55 | 240 Wall Street’s concern that Exelon is for the 3- to 5-year period, the stock’s
2011 | 55  E5  B% 5% | 240 paying too much for Pepco. Even after this sharp rise so far this year has less-
902 | 525 525 E25 525 1 240 dip, however, Exelon is still one of the top- ened its long-term appeal, The dividend
2013 | 55 39 3 a1 4145 | performing electric utility issues so far yield is a cut below the utility average. -

2014 | 31 this year. After a peried of a few years in Paul E. Debbas, CFA May 23, 2014
gA) Dil. egs, Excl. nonrec, losses: ‘02, 18¢; '03, f rounding, Next egs. report due early Aug, (B} | mill, ad}. for spiit. (E) Rate allowed on com. eq. | Company’s Financial Strength B+

1.06; 05, $1.85; '06, $1.15; °09, 20¢; *12, 50¢; j Divids historically paid in early Mar.,, June, | In IL in "11: 10.5%; in MD in "13: 9.75% elec., | Stack’s Price Stability. 95 N
'3, 31¢; gains from disc. ops.: ‘07, 2¢; ‘08, 3¢. | Sepl,, & Dec. » Div'd relnvesiment plan avall. | 9.6% gas; eamed on avg. com, eq,, '13: 9.1%. | Price Growth Persistence 25 ’

*12 & 13 EPS don't add due to chng, in shs, or | (C) Incl. defd charges. In '13: $10.79/sh. (D) In | Regulat. Climate: PA, Avg.; I, MD, Below Avg. | Earnings Predictability 70
© 2014 Value Line Publishing LLC. All righls reserved, Factual material Is obtained from sources believed to be refiable and is provided without warranlies of any kind. -
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oS8 23 221 226 | jaded 5 ay. 8 402 [
Hids() 209554 204754 295063 5y. 680 1758

1998 | 1999 | 2000 | 2001 | 2002 | 2003

2004 | 2005 | 2006 [ 2007 {2008 |2009 {2010 {2011

2012 (2013 [ 2014 2015 | ©VALUELINEPUB.LLC|17-19

24721 2149 3131 2688 40.83} 37.3
533 689| 7.28| 548! 645] 478
195| 280 269 284 254 147
150 150F 150| 160 150 1.50

37.76 | 36351 3603 4200 | 4470 | 4170 | 4376 | 38.87
760| 755 722) 634 904 880 850 | 575
277 284} 382 422| 438} 392| 326] 148
191 171 185| 205| 220 220 220} 220

3657 | 3560 | 3695 37.05 |Revenues porsh 39.00
605| 630 &75| 635 |"CashFlow" persh 675
213] 2987 235| 2.65]Earningspersh A 3.00

2201 165| 144| 1.44 |Divd Docl'd persh Bm 1.60

275 263 274] 286] 33| 260
18771 19631 2072 24986| 2392| 2543

257 366 412| 536 0471 723 | 644| 545
2604 [ 2786 [ 2830 | 2045 | 27.17| 28.08 | 28.03 | 31.75

700 690 860 6.60 [Cap'l Spending persh 125
3129 | 3032 31461 32.80 |Book Valus por sh © 36.75

237.07 | 23245 | 224.53 | 297.64 | 297.64 | 32984

320,84 | 320.84 [ 319.21 [ 304.84 [ 304.84 | 304.84 | 304.84 | 41822

418.22 | 418.83 | 421.00 | 423.50 [Common Shs Quist’y ® | 434,00

Incl, $154 mill. capitalized leases.

WAl 1Al 021 108 10| 25| WA| 14| 14z| 16| 16| 130] M7| 24| 24| 131 | Borfiglresare |Avg AnnlPIE Rallo 125
S0 4| 60l ss| 71| 18| 4 8| g7| 83] 84| 7] 74| 14| 13| 74| Vaweltme  |Relative PIE Ratio 0
50% 1 5% | 64%1 48% | 46%| 5% | 49% | 7% | 34% | 31% | 32% | 5% | 5% | 52% | 49% | 43% | €S Lavg AnwiDivid Yield 4.3%
GAPITAL STRUCTURE as of 12/31113 12453 | 11089 | 11501 | 12602 | 13627 | 12712 | 13330 | 16258 | 15204 | 14903 | 15550 | 15700 |Revenues {§mil) 16800
Total Debt $20650 mill, Duein § Yrs $10338mik. | 9326 | 951.0 | 12650 | 1309.0 | 1342.0 { 10150 | 991.0 | 7520 | 891.0{ 12450 | 985 | 1205 |Net Profit ($milt) -1 1300
LT Deht $35831 mil. LT Intorest $858.0 mil. {35900 [0 1% |36.6% [ 40.3% | 36.7% | 10.6% | 386% | 41.3% | 41.1% | 36.1% | 33.5% | 36.5% |Income Tax Rate B.5%

27% 1 20% | 24% | 24% | 3.9% | 12.8% [ 168% | 9.3%

81% | 6.0% | 71.0% | 6.0% |AFUDC % to Net Profit 6.0%

(LT interest eamed: 3.0x)
| Leases, Uncapitalized Annuat rentals $202.0 mill,

52.8% | 465% | 48.6% | 49.7% | 524% | 58.2% | 50.5% | 64.2%
45.4% | 524% | 514% | 50.3% | 47.7% | 41.8% | 40.5% | 46.8%

53.7% | 555% | 55.5% | 55.0% |Long-Term DebtRatlo | 55.0%
46.3% | 44.5% | 44.5% | 45.0% |Common Equity Ratio 45.0%

Pension Assets-12/43 $6171 mill,
Oblig. $8263 mil.

18938 | 17527 | 17570 | 17846 | 17383 | 20467 | 21124 | 26096
13478 | 13998 | 14667 | 15383 | 17723 | 19164 | 19788 | 30337

28263 | 28523 | 29750 | 31025 |Total Capital ($mll) 35100
32903 | 33252 | 35500 | 36875 |Net Plant ($mill 41300

Pfd Stock None

Commion Stock 418,734,086 shs.
as of 1/31/14

65% | 7% | 90% | 90% | 97% | 69% | 63% | 40%
104% | 10.4% | 14.0% | 14.6% | 162% | 11.9% | 116% | §7%
10.6% | 10.2% | 13.9% | 14.6% | 16.2% | 11.9% | 11.6% | 67%

49% | 60% | 50% 1 55% |Returnon Total Cap'l 5.0%
6.8% | 98% | 7.5%! 85% [Returnon Shr, Equity 8.0%
6.8% | 9.8% | 7.5% ! 85% [ReturnonComEquity B 80%

MARKET CAP; $14 billion (Large Cap)

ELECTRIC OPERATING STATISTICS
1 2012

VS T«

o . ' "
i lndgnestlelsae(MWle NHE  NME  NAF
Avg. Indust, Revs, m Wh NA NA NA
Capactyal Peak NA NA NA
ST

A

fudlodfaoe e NA ML NA
Fid e ot ) 206 238 204

49% | 42% | T4% | TT% | 81% | 40% | 38% | NMF

NMF | 26% | 3.0%| 4.5% |Retainedto ComEq 4.0%

55% | 59% { 4% | 47% | 0% | 66% | 88% | 7%

103% | 74% | 61% | 51% (AN Dlv'ds to Net Prof 53%

BUSINESS: FirslEnergy Corp. Is a holding company for Ohlo
Edison, Pennsylvanla Power, Cleveland Electric, Toledo Edison,
Metropolitan Edison, Penelec, Jersey Central Power & Light, West
Penn Power, Pofomac Edison, & Mon Power. Provides elsctiic ser-
vice to over 6 milllon customers in OH, PA, NJ, WV, MD, & NY.
Acq'd Allegheny Energy 2/11. Electric revenus breakdown by cus-

tomer class not avallable, Generating sources: coal, 44%; nuclear,
26%; purchased, 30%. Fuel costs: 43% of revs, '13 reported
deprec, rate: 2.6%. Has 15,800 employees. Chairman: George M.
Smart. President & CEO: Anthony J, Alexander, COO: Richard R.
Grlgg. Inc.; OH. Address: 76 South Maln Street, Akron, OH 44308-
1890. Tel.: 800-736-3402. Internet: www.firstonergycorp.com.

ANNUAL RATES  Past Past Est'd"1-'13

ofchange (persh)  10Yrs,  5Yrs, 01719
Revenues 5% -20% . 1.0%
“Cash Flow"” 10% -6.0% 2.0%
Eamings -- «11.0%  4.5%
Dividends 3.0% - 4.0%
Book Value 25% 20% 30%

Cal- | QUARTERLY REVENUES ($mill) | Fut
endar [Mar34 Jun30 Sep.30 Dec.d!| Year

2014 [3576 4060 4719 3903 |16258
2012 3986 3757 4051 3500 15204
2013 {3724 3512 4020 3647 [14903
2014 14188 3650 4000 3711 115550
2015 14050 3750 4100 3800 {15700

Cal- EARNINGS PER SHARE A Full
endar {Mar.31 Jun30 Sep.30 Dec.3t! Year

204 [ 15 48 127 d09 | 188
0121 78 62 106 d23 | 218
2013 1 51 47 88 1| 297
20141 34 50 .85 .66 | 235
2015 ) .70 .55 .90 .70 | 285

Cal- | QUARTERLYDVDENDSPADE= |y
endar [Mar31 Jun30 Sep.30 Dec.31| Year

2010 B85 85 85 55 | 220
01| 5 5 55 8| 220
2012 | 85 55 . 65 651 220
2013 55 55 65 55 220
2014 | 36

FirstEnergy's utility -subsidiary in
New Jersey is awaiting a rate order.
Jersey Central Power & Light has reached
an agreement to allow it to recover $736
million of $744 million of costs (both capi-
tal and operating) caused by significant
storms that hit its service area in 2011
and 2012. The utility is seeking an $11
million tariff hike, based on an 11% return
on equity, but this would cover only the
2011 portion of the storm costs. JCP&L
will have to seek recovery of the 2012 por-
tion in a separate regulatory filing.

The company has filed for a tariff
hike in West Virginia, and applica-
tions are upcoming in other states.
Mon Power and Potomac Edison are seek-
ing a total raise of $96 million (9.3%)
based on an 11% ROE. The company ex-
pects a decision by the end of February.
FirstEnergy also plans to put forth filings
in Pennsylvania and Ohio by yearend.

All of this activity is an indication of
FirstEnergy's repositioning as a com-
pany that is primarily regulated. Bes-
ides the company’s distribution operations,
FirstEnergy is stepping up its investment
in electric transmission. The company's

nonregulated operations have faced unfa-
vorable industrywide conditions in recent
years — hence the steep earnings decline
since 2008. This continued into the first
quarter of 2014, in which volatile Prices
and plant outages hurt FirstEnergy's re-
tail energy marketing operation and pro-
duced a year-to-year earnings decline. As a
result, we have cut our 2014 profit esti-
mate by $0.20 a share, to $2.35. Rate re-
lief, higher margins at the nonregulated
operations, and a more normal first-
quarter tally point to a partial earnings
recovery in 2015,

The dividends declared box in the sta-
tistical array requires an explanation.
FirstEnergy's board declared just three
dividends.in 2013. Upon the directors’ first
declaration of the new year, they cut the
quarterly disbursement from $0.55 a share
to $0.36 a share because the payout ratio
was too high and FirstEnergy's financing
needs were significant,

This stock offers a dividend yield that
is above the industry mean. Total re-
turn potential to 2017-2019 is also above

average for a utility.
Paul E. Debbas, CFA May 23, 2014

A) Dil, EPS. Excl, nonrec, gain (losses): '05, | due o rounding or chng. In shs. Next egs. early | mill. (E) Rate base; Depr, otlg. cost, Rates al'd | Company's Financial Strength B+
28¢); '09, (3¢); 10, (68¢); '11, 33¢; 12, (28¢); | Aug. éB Div'ds pald early Mar,, June, Sep. & [ on com. eq.: 9.75%-12.9%; eamed on avg. | Stock's Price Stability 90
13, é$2.07); *14, (6¢); gains from disc. ops.: | Dec. 5 divids decl. In ‘04, 3 in 13, » Div'd reinv. | com, eq., “13; 9,3%. Regulatory Climate: OH | Price Growth Persistence 35
'05, ¢; 13, 4¢; “14, 20¢. '41-12 EPS don’t add | avall. (C) Inck. intang.: In "13; $19.76/sh. (D) In | Above Avg.; PA, NJ Avg.; MD, Below Avg. | Eamings Predictability 70
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GREAT PLAINS EN'GY wst.ce

SR 98 41 [P0 14,9 (folne 58

AR -

High:| 328] 57| 328] 328| 334| 293 205] 18.9] 221| 228 249 275
zﬁzﬂsss % ﬂm‘:ma Low |_214] Zro| 71| 24| 29| 55| t0z| 165 63| 6| 04| 26 Target Price Range
3 ottt | R o
TECHNICAL lowered 52314 | Rtatve e Stengh "
BETA .85 (1.00= Marke) OE;I,ggs:dYes il " 40
| 2017-19 PROJECTIONS = A B e kbt 1 L Loa L L ] feeceedseees 2
Ann'l Total |1, : et y M~ e . 2
e Price (ialr: Rflt;n Lo i T e e o ,3
jgh 35 (40 2 i
fioh 35 Ca04) " e 16
Insider Decisions T e B oy 12
JASONDJFMN S
001000000 R 8
Qplfons 0 0 0000000 L6
oSl 000000007 % TOT, RETURN 5114
Institutional Declsions THIS  VLARITHS
L s R O STOCK INDEX

s At 100 o
By 123 128 111 | caeent 18
108 121 17 129 | \raded [
Hid's{090) 113533 117438 116848

1998 | 1999 | 2000 | 2001 | 2002 | 2003

2004 {2005 | 2006 | 2007 [ 2008 | 2009 {2010 [2011

iy 17.0 194
3yn 356 437
5y. 1083 1619

2012|2013 | 2014 {2015 | ©VALUELINEPUB,LLC[17-19

1517 1450 1802 2361| 2681| 3104
421 383| 463 4701 440| 469
1688 1260 205 159| 204 227
164] 1.66] 166| 166 1.66[ 186

3313 | 3485 | 3330 3789} 14.00 ) 451 1662 | 17.08
475 454 386 424 300! 3277 dA2f 851
2461 218 162 1686f 146| 1.03{ 153 | 125
166 166] 166| 166] 166 83| 8] M

1606} 1590 | 76.85 | 17.40 {Revenues persh 16.50
345 401[ 425| . 4.55|"Cash Flow” persh 575
1351 162{ 470| 175 |Eamingspersh A 200

86 881 94| 102 |Divid Dacl'd pershBm 130

197 297 667 438] 191 219
1441 13971 1488| 1259 1358 1382

266] 449] 605 6151 886| 649 476 | 340
1535 | 1637 { 1670 | 1818 | 21.30 | 2062 | 21.26 | 21.74

4011 4421 495] 450 [Cap’l Spending per sh 375
21751 2258 23,25 23.95 [Book Value persh © 26,00

6191 61.91] 6191} 6191] 69.20] 89.26

74371 7474 | 80.35 | 08.23 | 119.26 | 13542 | 135.71 | 136.14

153.53 | 163.87 | 154.50 | 156,00 |Commeon Shs Outst'g ® | 75650

(LT Interest eamed: 2.9x)

20% | 21% | 8.4% | 106% | 46.8% | 57.0% [26.7% [ 3.9%

7| 28] 28] 168] TA| 122 126| 10| 83| 163] 5] 160 121 161 155| 142 | Holdnglres aro |Avg Ane'l PIE Rallo 740
82] 144 st} sl e ) 7| 5| s er| 123 17| 7| 01| 99| 0| VeelLme [Relative PIE Ratio 90
55% | 66%| 65%| 66%| 73%| 60% | 54% | 55% | 56% | 55% | 7.0% | 50% | 45% | 40% | 41%| 38%| SUPHS  avgAnwiDidYied | 47%
GAPITAL STRUCTURE as of 331/34 2464.0 | 26040 | 26753 | 32671 | 16701 | 19650 | 22655 | 2316.0 | 23009 | 24463 | 2600 | 2700 |Reventes ($mil) 3050
Total Debit $3901.1 mil.Due In 5 Yrs $1336.9mil | 1708 | 1642 | 1276 | 1502 | 1195 | 1356 | 2147 [ 1744 | 1999 2502| 260 270 {Net Profit $mill) 320
LT Deht§3488.2 mil. LT Interest $180.3mil. 154w 7o 7% | 27.0% | 30.7% | 34.5% | 250% | 317% | 32.7% | 34.3% | 34.0% | 33.0% | 340% [Income Tax Rate 35.0%

3.3% | 104% | 11.0% | 9.0% |AFUDC %toNetProfit | 2.0%

Leases, Uncapitalized Annual rentals $15.3 mill,
Pension Assets~12/13 $703.0 mil,

44.8% | 47.5% | 30.6% | 40.7% | 48.7% | 53.2% | 60.2% | 47.8%
534% | 50.9% | 67.5% | 57.9% | 49.6% | 46.2% | 49.2% | 51.6%

44.9% | 50.0% | 49.0% | 48.5% |Long-TermDebtRatlo | 43.5%
54.4% | 494% | 50.5% | 51.0% |Common Equity Ratle | 56.0%

Oblig. $1007.4 mil,
Pfd Stock $39.0 mill.  Pfd Div'd $1.6 mill.

2137.1 | 2403.3 | 19884 | 27098 | 51462 | 60445 | 5867.6 | 5741.2
27345 | 27658 | 3086.2 | 34445 | 60813 | 66511 | 68923 ] 7053.5

61358 | 70201 | 7135 7250 |Total Capital {$mill) 7275
74024 | 77464 | 8110 | 8370 |Not Plant {$mil) 8600

380,000 shs. 3.80% to 4,50% (all $100 par &
curn.), callable from $101 o $103,70,
Common Stock 154,033,396 shs.

as of 5/5/

104%| 82% | 7.9% | 7.5% | 35% | 39% | 53% | 50%
15.1% [ 130% | 9.2% | 09% | 46% | 48% | 7.2% | 58%
15.5% | 133% | 94% [ 10.1% | 46% | 48% | 7.3% | 58%

50% ] 5.0%( 50%| 50% [Return on Total Cap'l 5,5%
59% ] 74% | 7.0%| 7.0% iReturnon Shr. Equity 0.0%
59% | 7.2% [ 7.0% | 7.5% |RefurnonCom Equity E| 8.0%

14
MARKET CAP: $3.9 billlon (Mid Cap)
ELECTRIC OPERATING STAT(S'I'ICzS

51% | 32% | NMF| 9% | NMF| 0% | 34% | 20%
68% | 76% | 104% | 91% | NMF | 8i% | 54% | 66%

22% | 32% | 3.0%| 3.0% {Retained to Com Eq 3.0%
63% | 55% | 56% | 69% {AllDiv'ds to Net Prof 64%

BUSINESS; Great Plains Energy Incorporated [s a holding compa-
ny for Kansas City Power & Light and two other subsidiaries, which
supply electricity to 831,000 customers in western Missouri (71% of
revenues) and eastern Kansas (29%), Acq'd Aquila 7/08, Sold Sira-
{egic Energy (energy-markeling subsidiary) in '08. Electric revenue
breakdown: residential, 42%; commercial, 40%; industrial, 9%;

other, 9%. Generating sources; coal, 75%; nuclear, 11%; wind, 1%;
gas & ofl, 1%; purchased, 12%. Fuel cosls: 27% of revs, '13 re-
ported deprec. rate (utility): 3.0%. Has 3,000 employses, Chalrman;
Michael J. Chesser. President & CEO: Terry Bassham. Inc.: Mis-
souri. Address; 1200 Main St., Kansas City, Missouri 64108, Tel.:
816-556-2200, Internet: www.greatplainsenergy.com.

2014 012 2013
% Change Retall Sales (KWH) 40 48 42
o, Indast, Use 1463 1443 1424
Ava. Indusl, Reys, per KWH (7} 641 6.2 6.0
Capacky al Peak k@w 6607 6719 NA
Pazk Load, Summer {Mw} 5680 5653 NA
Annwal Load Fatlor 505 488 NA
% Change Customers {avg) .- +.2 +7
Fired Charge Cov. (%) 211 238 287

Past Est'd'11.13
. 5Yrs.u to'17/8

ANNUAL RATES  Past
of change (per sh) 10Yrs.u

Revenues 5.0% -11.0% 3.5%
“Cash Flow” 256% -b6% 80%
Earnings 356% 20% 6.0%
Dividends 65% -128% 7.0%
Book Value 50% 35% 3.0%

Cal- QUARTERLY REVENUES {$ mill,) Full
endar [Mar31 Jun30 Sep.30 Decdi{ Year
2011 |4929 5651 7737 4863 {23180
2012 14797 6036 7462 4804 ]2309.9
2013 | 5422 6003 7650 5388 [2446.3
2014 |5851 625 8149 575 12600
2015 [600 650 850 600 |2700

Cal- EARNINGS PER SHARE A Full
endar {Mar31 Jun.30 Sep.30 Dec3i| Year

2011 01 39 01125
0121407 4 8 03] 135
2013 A7 4 8 A 182
2014 45 45 98 21 170
2015 | 47 46 100 A2 175
Gal- | QUARTERLYDIVIDENDSPAIDBw | pypi
endar |Mar31 Jun.30 Sep.30 Dac.31| Year
2010 | 2075 2075 2075 20751 .83
2041 | 2075 2075 2075 2125| .84
2042 | 2125 2926 2126 2175( .86
2013 1 2175 2175 2176 8 88
2014 | .23 23

Regulatory lag remains a problem for
Great Plains Energy’s utility subsidi-
aries. Because the company is unable to
recover some of its rising operating ex-
penses, its return on equity has been
mediocre since 2008. Great Plains had
hoped to address this problem either
through bills in the Missouri legislature or
its request for an accounting order from
the state regulatory commission, but the
{JI‘OPOSEd legislation was not passed and it
ocks as if it isn't going to get the account-
ing order. This order would allow the utili-
ties to defer currently unrecovered trans-
mission expenses for future recovery,

Kansas City Power & Light has
reached a settlement in its abbre-
viated rate case in Kansas. If the state
commission approves the agreement, the
utility will receive an $11.5 million (2.2%)
rate hike in order to recover construction
work in progress for an environmental up-
grade to a coal-fired plant. Of the $615
million that represents the utility’s 50%
share of the project, $281 million is allo-
cated to Kansas. Missouri regulatory law
does not allow construction work in prog-
ress in rates, so the company will seek re-

covery of the portion allocated to Missouri
through a general rate case that it will file
next year, (The company will also file a
general rate case in Kansas in 2015.) Com-
pletion of the project is targeted for the
second quarter of 2015,

We estimate modest earnings im-
provement this year and next. Rate
relief should help. In addition, the service
area’s economy is showing more signs of
improvement. Our 2014 earnings estimate
is within the company’s guidance of $1.60-
$1.75 a share, Profit growth should be
mere substantial in 2016, once the utili-
ties’ general rate orders take effect.

Great Plains expects to pay no signifi-
cant cash income taxes through 2020.
The company benefits from tax-loss car-
ryforwards, Thanks to this source of cash
flow, which is not reflected in our “cash
flow" figures, the company won't need an
equity offering through 2016, at least.
Timely Great Plains stock has a divi-
dend yield that is about equal to the
utility mean. Total return potential to
2017-2019 is just slightly above the indus-
try average.

Paul E. Debbas, CFA" - June 20, 2014

(A} DIl. EPS. Excl. nonrec. galns {losses). ‘00, fadd due to change in shs. or reunding, Next

49¢:'01, ($2.01); '02, (5¢); '03, 29¢; '04, é7¢); earnl
'09, 12¢; galn (losses) on disc. ops.: '03, (13¢);
'04, 10¢; '05, (3¢); '08, 35¢. '11-12 EPS dont | Divd

ngs report due early Aug. (B) Div'ds his-

refnvest, plan avall. (C} Inc). intang, In

*13: $6.62/sh. (D) in mill. (E} Rale base: Fair
value. Rate alf'd on com. eq. in MO In '13;
torlcally paid in mid-Mar., June, Sept, & Dec, » | 8.7%; In KS in *13: 8.5%; earned on avg, com.
eq., "13: 7.3%. Regulatory Climate: Average.

Company's Financial Strength B+
Stock’s Price Stability 95
Price Growth Persistence 5
Earnings Predictability 65
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124 1241 24| 1247 124) 124

High:] 240] 295| 298| 28.9| 27.5] 298| 227| 260 268| 292 28.3[ 268
mveLness 3 st | V| 309| 255) %0R| 37| Z3| Z0| 1| Be| 6| 27| Ba| Bo Target Price Range
SAFETY 2 RefsedTih2 | LEGENDS

2 = emers, o
TECHNICAL lowered 51274 | Relaive pice Suengih 1
BETA .05 (1.00=Marke) 2l gl 604 I
201719 PROJECTIONS | Bhoned e indiates SR N Y N N S S— 32
Ann'l Total TTITTPIAIN L TTUALT ST U s W TRTLAI MALITI L TV e L0 24
Mg 30 (20%) % [ LALLMl 2
e 8GR N — 16
inslder Decisions - e - - 12
JIASONDJFF i At N 8
By 010100400 =
Offons 000 C 00000 L g
%l 000001100 N N W % TOT, RETURN 3/14
Institutional Decisions - ey s ULARIT:
202013 302013 4Q200 o ST0¢C INDEX
foBuy o7 o0 g3 hoent 8= 11 1y, 38 284 [
foSel 61 79 79| uaded 5 I ] ay. 184 484 [
Hi's(000) 39552 39953 42460 | Sy 1411 2484
1998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 {2006 (2007 |2008 | 2009 12010 |2011 12012 | 2013 | 2014 [ 2015 | ©VALUELINEPUB.LLC]17-18
2312| 2364 2605] 2426 2246 23491 2385 | 2736 30.21 | 3040 | 3556 | 2496 | 2844 | 3376 | 3446| 31.98 | 3250 | 33.35 |Revenues persh 3175
323! 335{ 308f 333| 352| 354{ 309| 322) 319| 301 272 258| 28| 318 3281 322 330 . 3.40|"Cash Flow" persh 400
148 1457 127( 160 162] 188) 136 146{ 133| 1M1[ 107 O] 121 1441 167 1.62| 1.60| .65 |Earnings persh A 200

124] 124} 1241 124 124 124] 124 124

1241 124 124 124 [Dlvd Dacl'dpershBm 1.30

260 2007 204| 177 174p 215
1287 1346 1272 1306| 1421} 1436

2661 2761 2581 262 342 328 182] 245
15,01 15021 1344 1529 | 1535 | 1558 | 1667 | 15.95

332 348 3.50| 3.45 [Cap’l Spending per sh 450
16.28 | 17.06 | 17.55| 18.15 [Book Value persh © 20.25

64.23] 6443 | 6598 | 7120] 7362) 7584

8069 | 80981 8146 | 8343 | 9052 | 9252 | 94.69 | 96.04

97,93 | 101.26 | 103.00 [ 165,00 {Common Shs Outstg P [ 111.00

134 121} 129) 18| 135] 138

192] 183} 203] 216 232 198 186 174

1681 162 | Bold figbres ars [Avg Anr’| PIE Raflo 125

Inct, $50 mill, 6.5% oblig, pfd. sec. of trust subsld.
(LT Interest earned: 4.3%)

7ol eol s+l 0| m| | 1m| sr] 40| 45| 140| 132] 118 107 101| 1| Veiwsltie  |Relative PIERatlo 80
62% | 7A% | 75% | 66% | 57%| 57% | 48% | 46% | 46% | 52% | 50% | 69% | 56% | 50% | 47%| 47%| " |Ayg Ann'l Divd Yield 5.1%
CAPITAL STRUCTURE as of 12/31/13 | 19041 | 22156 | 24609 | 26364 [ 32189 [ 23006 [ 26650 | 32423 [ 33750 | 32085 | 3350 | 3500 |Revenves ($mil) 4200
Total Debt $1598.4 mill. Due In 5 Yrs $341.7 mil. | 1006 | 1203 | 1099 | 936 22| 849 | 1154 | 140.0 | 1649 1634 65| 175 |NetProfit $mil) 215
LY Debt $1381.5mlll. LT Interest $68.5 mill A58% | 364% | 365% | 35.4% | 94.7% | 34.1% | 37.0% | 351% | 35.0% | 34.0% | 33.0% | 37.0% |Income Tax Rate 3.5%

7.6% | 59% | 84% | 83% | 14.2% | 20.6% | 74% | 6.0%

8.9% | 4.8% | 17.0% | 16.0% |AFUDC % toNetProfit [ 18.0%

Leases, Uncapitalized Annual rentals $18.0 mill.
Pension Assets-12/13 $1186.7 mill. ~

47.6% | 452% | 49.9% | 47.6% | 48.0% | 48.0% | 44.6% [ 44.9%
61.0% | 53.3% | 48.6% | 51.0% | 52.7% | 50.7% | 54.3% | 53.9%

45.7% | 44.0% | 45.0% | 46.5% |Long-Term DebtRatio | 50.0%
53.% | 55.0% | §4.0% | 52.5% [Common Equity Ratio | 49.0%

Oblig. §4446.3 mill,
Pfd Stock $34.3 mill.  Pfd Div'd $2.0 mill.

23751 | 2263,9 | 2262.7 | 2501.8 | 2636.2 | 2840.8 | 27329 | 2841.3
2422.3 | 2542.8 | 26475 | 27434 | 20074 | 3088.6 | 31659 | 3334.5

30010 { 31429 | 3530 [ 3625 | Total Capltal ($mill) 4576
3504.8 | 3858.9 | 40456 | 4220 |Net Plant ($mill) 4850

4,114,657 shs. 4% 1o 5%%, $20 par, call. $20 to
$24: 120,000 shs. 754%, $100 par. call. $100.
Sinking fund ends 2018.

Common Stock 101,415,268 shs. as of 2i714

6.0% | 68% | 64% | 52% | 47% | 4.3% |,58% | 6.2%
88% | 96% | 97% | 74% | 65% | 58% | 7.6% | 8.9%
89% | 97% | 99% | 7.2% | 65% | 58% | 77% | 9.0%

6.7% | 64% | 6.0% | 6.0% [ReturnonTotal Capl 6.0%
104% | 93% | 90% | 9.0% |Return on Shr. Equity 9.5%
10.2% {. 94% | 0.0% | 9.0% |Returnon Com Equity | 8.5%

MARKET CAP: $2.5 billlon (Mid Cap)

1% 15% | % | 8% 5% | NMF | 14% | 21%
87% | 8% | 93% | 89% | 93% | 116% | 82% | 78%

42% 1 37% | 20% | 25% [Retained to ComEq 3.0%
5% | 61% ] 77%| 75% jAIDIv'dstoNetProf F | 67%

ELECTRIC OPERATING S';AOTISTICS

BUSINESS: Hawalian Elsctric Industries, Inc. is the parent compa-
ny of Hawailan Electric Company, Inc, (HECO) & American Savings
Bank (ASB). HECO & its subs,, Maui Electric Co. (MECO) & Hawali
Eleciric Light Co, (HELCO), supply electricity to 452,000 customers
on O'ahu, Maul, Molokai, Lanai, & Hawali. Operating companies’
systems are not Interconnected. Disc. intl power sub. in '01. Elec,

rev. breakdown: res'l, 30%; comm’l, 36%; large light & power, 34%;
other, 1%. Generaling sources: oll, §6%; purchased, 44%. Fuel
costs: 60% of revs, '3 reported depr. rate {util): 3,1%. Has 4,000
empls. Chalrman; Jeffrey N. Watanabe. Pres, & CEO: Constance
H, Lau, Inc.; Hi. Address: 1001 Bishop St., Suite 2900, Honoluly, Hi
96808-0730. Tel.: 808-543-5662. Internet; www.hel.com,

1 2012 2043
4 Change Retall Sakes (KWH) [t I R X 1
Avg. Idust, Use (MWH) 6284 8110 6112
hyg. Indust, Revs. per KWH () 27.89 3035 2031
Capacky at Yearend (M) 2327 2332 2354
Peak Load, Winler 1530 1535 1535
Anual Load Faclor (% 48 124 TiM
$ Change Custamers (yr-end) +3 +.§ +.8
Fited Charge Cov. (%) 337 366 398
ANNUAL RATES  Past Past Est'd '11-13
of change {persh) 10 Yrs, 6Yrs, foM719
Raevenues 35% 1.0% 20%
“Cash Flow" 5% 15% 3.5%
Eamings --  B60% 40%
Dividends -~ -~ 1.0%
Book Value 15% 25% 35%

Cal- | QUARTERLY REVENUES (§ mill) Eull
endar |[Mar31 Jun30 Sep.30 Dec.d1| Year

2011 {7106 7943 8864 8510 [3242.3
2012 [8148 8543 8677 8381 |33750
2013 {7841 7967 8312 8265 |32385
2014 1825 825 875 825 |3350
2015 850 850 925 875 |3500

Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jund0 Sep.30 Dec.31| Year

01| 30 28 5 36| 14
22 | 40 40 49 38 [ 167
2013 ) 34 41 48 30 162
2004 | 37 40 47 36| 1.60
2015 | 37 40 B0 .38 | 165

Cal- | OQUARTERLYDVIDENDSPADE | Fun
endar | Mar31 Jun.30 Sep30 Decdi| Year

2010 | 31 3 3 3| 1M
201 [ 31 3t B 3124
2012 (31 3 < TR I I

The stock of Hawaiian Electric In-
dustries has been one of the poorest-
performing electric utility issues so
far in 2014. While most utility equities
have risen in price—several by more than
10% — HEI has declined 5% this year.
After an analyst report suggested that
HET's board might cut the dividend, the
company stated (in early April) that “the
board of directors has not cut the dividend,
nor is a dividend cut currently con-
templated.” (This was unusual, at it typi-
cally doesn't respond to what is said in
analyst reports.) Despite HEI's statement,
the stock continues to lag its peers.

We think the dividend will hold at the
current level. HEI is covering the divi-
dend, ahd the directors maintained the
payout even during a stretch of four
straight years (2007 through 2010) in
which the company did not earn the dis-
bursement. Moreover, finances are sound.
The fixed-charge coverage and common-
equity ratio are well above the industry
averages. In fact, we have raised the com-
parAy's Financial Strength rating from B++
to A,

ny has nothing to worry about. HEI's
utilities have regulatory mechanisms de-
signed to decouple volume and revenues,
and reduce the effects for regulatory lag.
However, changes in these mechanisms
will hurt the company's net profit this
year by an estimated $3 million-$5 million.
(The utilitles were already underearning
their allowed return on equity) We look
for share earnings to wind up close to the
2013 tally. Our estimate is within HEI's
targeted range of $1.57-$1.67.

The company’s largest utility will file
a rate case by mid-2014. Hawaiian Elec-
tric Company will get an interim rate or-
der in mid-2015. This, along with loan
growth at American Savings Bank, should
help boost the bottom line in 2015. ASB is
earning a return on equity well above the
utilities’ ROE.

This stock has some appeal for
income-oriented investors., The divi-
dend yield is more than one percentage
point above the industry average. How-
ever, because we project little dividend
growth over the 3- to 5-year period, total

2013 | 31 3 3 81| 1 return potential is unexciting.
2014 | 31 This is not to suggest that the compa- Paul E. Debbas, CFA May 2, 2014
{A) Dil. EPS, Excl, gains (losses) from disc, May. (B) Divids historically paid in early Mar., | lowed on com. eq. in *41: HECO, 10%; In '12: | Company’s Financial Strength A
June, Sept,, & Dec. # Div'd reinvest, plan avall. } HELCO, 10%; in 13: MECO, 9%; eamed on Stock's Price Stability 85

.. 00, (56¢); "01, (36¢); '03, (5¢); '04, 2¢;
?g:%(? ‘8’ r(xongc. gal§1 (Ig?sses)‘. Og? 11¢; ’0¢7,

THE PUBLISHER IS NOT RESPONSIBLE

{C) Incl. intang, In "13; $5.81/sh. (D} in mill,,

(25¢). Next eamings report due early | ad), for spiit. (E) Rate base: Orlg. cost. Rate al- | {F) Excl. div'ds paid through reinvest, plan.
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avg. com. eq., '13; 8.7%. Regul. Climate: Avg,

Price Growth Persistence 35

Earnings Predictabllity 70
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TECHNICAL 3 Lowered 4111114 . Reve Dot e 8
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Hi P"l;:e *(ialr;/o R‘},!?/’" WU N " My, g, ATy Sl LA 2
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Insider Decisions V.o ‘} 20
JJASOND JF i~ 16
by £00001008 2
foSel 101 1 0 0102 e el * 0 LN - ol CINT % TOT. RETURN 3/14 |8
Institutional Decisions B | * s THS VAR
1 STOCH
toBuy s 3%3 o Percent 187 T T 1y 185 284
fo Soll 74 72 94 | yraded 5 HHHEHRI IR 3yr. 601 464 |
Hidsfoon) 36471 36115 38911 TN Sy 1818 2451
1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2008 12009 12010 |2011 |2012 |2013 {2014 [ 2015 | ©VALUELINEPUB, LLC[17-19
2883) 1750 27101 160.10 [ 24431 2041 2000 | 2045| 2123 | 1951 2047 | 2192 | 2097 | 2055 | 2155| 2481 | 2440 25.00 |Revenues persh 26.55
489| 450 563) 6563 408( 350 4M2| 387) 458| 441) 427 507 B523| 574| 584 621 620] 635 "CashFlow” persh 675
237 243) 350 335( 1.63 96| 190f 175) 235) 1861 218 264 | 295| 336 337| 364[ 350| 345 |Eamingspersh A 3,65
186 186| 86| 86| 186) 170 120) 120] 120] 420 120f 20| 1.20| 120| 137] 4.57| 472] 1.90 |DIvd Docld persh Bim| 200
2371 .295] 373 478] 353| 383 473} 453 516 630 519 526 685| 676 478| 488 570|. 645 |Cap’Spending persh 12.70
1942] 2002} 2162 2345} 23.01) 2254 | 23.08 | 2404 | 2577 | 2679 | 27.76 | 2847 | 31.01 | 33.48 | 3607 | 3684 | 38.65| 40.45 [Book Value persh © 44.55
3761| 3761| 87.617 37.63) 3802 [ 3834 4222 4266 ] 43.63 | 45.06 | 46.92 | 4790 | 4941 | 4995 | 5016 50.23 | 50.23 | 50.20 Commeon Shs Outstg © | 51.20
W4l 27| 108 14; 188 265] 65| 67| 161§ 82| WRI| 02| 18| 15| 124 134 BoM Nglres are |Avg Ann'l PIE Ratio 140
15 J2 Ry 581 103 151 82 89 82 97 B4 58 75 J2 18 5| Valusiline  |Relative PJE Ratlo 90
A% | 60%| 49% | 49% | 60%| 67%| 41% | 41% | 4% | 85% | 40% | 45% | 34% | 34% | 33% | 32% 1 U |Avg Al Divd Yield 3.5%
CAPITAL STRUCTURE as of 12/31/13 8445 8505 | 9263 | 8794 | 9604 | 10408 | 1036.0 | 10268 | 1080.7 | 12462 | 9225] 1255 [Revenues {$mill) 1360
Tota) Debt $1671.1 mill, Due in & Yrs $1243mil. | 7781 637 1004 | 823| 984 | 1244 | 1425 | 1669 | 1689 | 1824 | 476 175 |Net Profit {fmi) 180
M pebtsiGieI ml. }T'"‘efesf $81.5 il -~ 169% | 133% | 143% | 16.3% | 162% | -- | -- | 134% | 26.3% | 26.0% | 26.0% [incame Tax Rate 30.0%
(LT interest eamed: 3.5% 30% | 47% | 40% | 97% | 102% | 108% [ 197% |228% | 74% | 42% | 7.5% | 80% |AFUDC %te NetProfit | 9.5%
Pension Assets-12/13 $545.1 mill, 49.3% | 50.0% | 45.2% | 46.9% | 47.6% | 60.2% | 49.3% | 45.6% | 455% | 46.6% | 48.0% | 48.0% |Long-Term DebtRatlo | 40.5%
Oblig. $695.1 mill. | 50.7% | 500% | 548% | 61.1% | 62.4% | 49.6% | 60.7% | 54.4% | 54.5% | 534% | 52.0% | 52.0% |Common Equity Ratlo 51.5%
1987.8 | 2048.8 | 2052.8 | 2364.2 | 2485.9 | 2807.1 [ 30204 | 3045.2 | 32254 | 3465.9 | 3720 | 3895 |Total Capltal ($mill 4440
Pfd Stock None 22095 | 2314.3 | 24191 | 26166 | 2768.2 | 2617.0 | 3161.4 | 34066 | 3536.0 | 3665.0 | 3900 | 4095 |Net Plant ($mill a4
53% | 45% | 62% | 47% | 53% | 57% | 6.0% | 67% | 65% ] 64% | 6.0%| 5.5% |ReturnonTotal Cap'l 5.0%
GO e ok 50,220,038 s 7% | 6% | 89% | 68% | 76% | 8%% | 0% [101% | 96% | 99%| 90%| 85% RetumonShrEqily | 80%
T2% | 62% | 8.9% | 68% | 7.6% | 89% | 9.3% [104% | 9.6% | 99%| 9.0% | 8.5% |ReturnonCom Equity €| 80%
MARKET CAP: $2.8 billion (Mid Cap) 27% | 13% | 4.3% | 24% | 34% | 48% | 55% | 65% | &7% | 56% | 5.0%| 4.5% [RetainedtoComEq 5% |
ELECTRIC OPERATING STATISTICS 85% | 80% | 51% | 64% | 55% | 46% | A1% | 36% | 1% | 43% | 47% | 50% AN DIv'ds to Net Prof 55%
NSl 8 323 o33 | BUSINESS: IDACORP, inc. Is the holding company for Iaaho enue breakdows resental, 40%; commercil, 22%; indusil
fg st Uso (MH NjA  N/A  NJA | Power, a ullity that aperates 17 hydroslectric generation develop-  14%; other, 24%. Fuel sources: hydro, 45%; thermal, 34%; pur-
A, Indust, Rews, m’r ) 454 483 521 | ments, 3 nalural gas-fired plants, and partly owns three coal plants  chased power, 21%. "13 depr rate: 2.4%, Has 2,067 employees.
CGPG?Y?‘W%X 25‘;’% 3'2‘ 4“\5 3%’; across Idaho, Oregon, Wyoming, and Nevada. Service temiory Chairman: Robert ATinstman, President & CEO: Darrel
x::halvl.aoidsgadm?( ) NIA NJA QJA | covers 24,000 square miles, serving 501,000 business customers.  T.Anderson. Inco: Idaho, Address: 1221 W. ldsho St., Boise, ID
% Chengs Cus[omg[sey(.end) +1  #1.1 +1.5 | Sels electrcly In Idaho (95% of revenues) and Oregon (6%). Rev- 83702, Telaphone: 208-388-2200. Internet: www.ldacorpine.com,
Fited Chargo Cor. () 194 233 329 | IDACORP, Inc, reported sound results these investors could choose bonds over
ANNUAL RATES Past  Past Estd'1113] for 2013. The electric utility posted share utility stocks, putting pressure on the
ofchangepersh) 10V, 5Vrs.  to'trtg | earnings of $1.64, Revenue for the year of price of utility issues. Indeed, marked im-
Revenues -100% 20% 38% | $1.2 billion, a year-over-year increase of provement in the domestic economy could
“Cash Flow" 3.0% 13-%» ggf,/v 15%, was driven by weather-related sales lead to higher interest rates, resulting in
Eamings _g:gé: 30% 70% |increases, customer base growth, and $30 lower valuations for utility stocks.
Book Value 45% 55%  45% milliog in nehw rev?nue frm? kijigheif* raices The compan A has da l;g,rowing service
related to the inclusion of the Langley territory, evidence y positive cus-
eﬁﬁ';r Ma?gléRT\lEtf;YGsEste'i)Ugg“lgglé)m ;:;Ir Gulch power plant, . tomer grow.th. In the past year, there
201 (2515 2350 3086 2307 Mozss Idaho Power does not intend to file a has been an increase of 1.5% in the num-
2 (2411 2547 3340 2508 |foso7 | Beneral rate case in 2014, Although the ber of customers, reflecting a rise of over
2013 |2649 3039 3811 2963 |124g2 | unmit does not plan to file a rate case this 7,000 customers, Further, most-recent
2014 |275 205 375 280 (225 | year it aims to pursue the extension of the forecasts predict a 1.4% five-year com-
2015 1285 305 385 280 |1255 | current accumulated deferred investment pounded annual growth rate in residential
cal- EARNINGS PER SHARE A Full tax credit (ADITC) beyond 2014. Id::lho loads and a 2.1% 5-year CAGR in residen-
endar [Mar31 Jun30 Sep3) Dect| vear | Power has held preliminary discussions tial customers.
011 | &0 42 2156 A3 | 36| With the Idaho Public Utllity Commission This equity is neutrally ranked for
20121 50 711 184 33 | 337| and intends to file an application this year Timeliness and, its current dividend
3| 70 93 446 55 | se4| for the extension. The absence of a new yield does not make it an appealing
2014 F 60 .70 18 .35 | 350| rate case is favorable from a risk stand- choice for income oriented-investors.
20151 65 .80 165 .35 | 345] point. IDA recently increased its quarterly divi-
Cal- | QUARTERLY DIVIDENDS PAD == | Fut An unexpected increase in inte}'est dend from $0.38 a share to ‘%0.43 which is
endar |Mar31 Jun30 Sep.30 Decdi| Year | Yates is a significant risk for utility $1.72 on an annualized basis and further
2010 1 30 30 20 40 190] stocks. A number of income-seeking in- hikes are likely. Still, the yield will likely
R . 420 | vestors have invested in utility stocks over be low compared to other utility stocks, In-
w233 13 33 a8 {a7| the past few years thanks to higher divi- vestors seeking a high yield should look
2013 1 38 38 38 43 57| dend yields relative to investment-grade elsewhere, for now.
2014 | 23 bonds. If bond yields were to rise in 2014, Saumya Ajila May 2, 2014
A) EPS diluted. Excl. nonrecuring gains | historically paid in late Feb., May, Aug., and | (E) Rate Base: Net original cost, Rale allowed | Gompany's Financial Strength B+
sloss): '00, 22¢; '03, 26¢; '05, (24¢); '06, 17¢. | late Nov, @ Div'd reinvestment plan avail. +|on com. eq. in Idaho in 11 8.5%-10.5%; Stocﬁ’s Price Stability 100
Egs. may not sum to tofal due lo rounding. | Shareholder- Investment plan avail. (C) Incl, | earned on avg. system com, eq., '13: 9.6%. | Price Growth Persistence 80
Next earnings report due In Aug. (B) Divds | deferred debits. In *13: $21.06/sh. (D) In mill. | Regulalory Climate; Above Average. Earnings Predictabllity 85
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Institutional Decisions |1 i + % TOT. RETURN €114 -8
302043 4018 QM4 14 L STOCK  INDEX |
By 147 42 168 | eent 12 T i 1y, 58 14 [
o Salf 146 146 42| yaded 4 3y 287 437
Hid's(000) 41128 42358 42754 5yr.  180.7 161.9
Integrys Energy Group was created as a| 2004 | 2005 [ 2006 | 2007 | 2008 | 2009 {2010 [2011 {2012 {2013 {2074 [2015 | ©VALUE LNEPUB.LLC[17-10
holding company on February 21, 2007 to| 131,26 | 17337 | 160.01 | 13544 { 104.05 | 9871 | 67.27 | 6044 | 5407 | 7082| 9255 8670 [Revenues persh 92.50
oversee the entire operations of the recently | 698 | 740 633 | 619| 460| 534 | 670 | 613 | 69| 772{ 730| 7.45|“CashFiow” persh 875
merged WPS Resources and Peoples Ener-| 407 409 851 | 2487 158| 228| 324 | 288| 367| 433| 75| 375 |Eamingspersh A 450

220 224 228 256 288| 272 272| 272

272| 272] 272| 272 |Div'dDecl'd pershBm 3,00

$107.50; sinking fund began 11/1/79. All cumula-
tive, $100 par.
Common Stock 79,534,371 shs.

MARKET CAP: $4.6 billion {Mid Cap)

under which each common share of [ 778| 1037 794 517| 701 | 585 | 35| 400 7.63| 842| 13.20] 1140 [CapTSpendingpersh | 7075
Peoples was-converted info .825 share of | 2030 | 3247 | 3561 | 4258 | 40.79 | 3762 | 37.57 | 3801 | 3884 | 41.05| 41.95| 4345 |BookValuspersh € | 47.50
WPS common. -The combination took the | 37.26 | 40.16 | 43.08 | 7599 | 7508 | 75.08 | 77.95 | 7791 | 7780 7945 | 79.76| 81.75 |Common Shs Oulstg ® | 8375
new name of Integrys Energy Group. All[™ 115| 134 47| 214| 30.7| 148| 47| 175| 148| 133 | Bold fighres are |AVg ANNTPIE Ratio 125
data.on this page prior to 2/21/07 are for| 61| 71| 9] 44| 85| 99| 94) 110 94| 75| Velwellihe |Relative PIE Ratio 85
WPS Resources only. AT% [ 49% | 44% | 48% | 55% | 81% | 57% | 54% | 50%| 47% | ™ avgAmniDivdYield | 53%
CAPITAL STRUCTURE as of 331114 48906 | 6962.7 | 6890.7 | 10202 | 14048 | 74998 (52032 | 4708.7 | 42124 | 56346 | 7350| 7000 |Revenues (Smil 750
Total Debt $3378,1 miil Due in 5 Yrs $781.9mill. | 4862 | 1574 | 1516 | 1811 ] 1248 | 1782 | 2550 | 2009 | 2042 95041 05| 305 NetProm((Smlll)) 375
’ﬂ?ﬁbﬁsﬁ%&zﬂb LT Interest $147.8mll. 6 90 22.0% | 22.0% | 32.2% | 29.1% | 41.5% | 40.4% | 36.7% | 338% | 37.6% | 37.0% | 37.0% |incoms Tax Rate 370%
(Leasnegfﬁnggg;,a,;,é;gm,,e,,ta,swm,,,_ 7% 10% | 5% | 7% | 58% | 45% | 7% | 4% | 13% | 43% | 20%| 20% |AFUDC%toNetProfit | 1.0%
Penslon Assels-12/13 $1627.7 mil. 431% | 39.0% | 44.8% | 40.8% | 42.1% [ 45.4% [ 422% [38.9% | 38.6% [ 47.2% | 46,5% | 48.5% |Long-Term DebtRatlo | 46.5%

Obllg. $1641.7 mill. | 54.4% | 58.7% | 534% | 58.3% | 57.0% | 53.9% | 56.8% | 60.6% | 604% { 520% | 52.5% | 52.5% |Common Equity Ratlo | 53.0%
PId Stock $5¢.4 mill. = Pfd Divd $3.1 mil 20086 | 22224 | 28719 | 55520 | 54387 | 5304.4 | 51185 | 48845 | 5008.6 | 62686 | 6385 | 6620 [Total Capital {Smil) 7500
510,626 shs. 5.00% to 6.88%, callable $101 10 ) 3006 | 20494 | 2534.8 | 44638 | 47733 | 40454 | 50134 | 51991 | 55019 | 64105 | 7185 | 7805 |Net Plant (Smil) 9550

88% | B80% | 64% | 45% | 35% | 46% | 62% | 59%
137% | 116% | 96% | 55% | 4.0% | 61% | 87% [ 77%
14.0% | 11.8% | 97% | 55% | 3.9% | 6.1% | 8% | 7.7%

69% | 65% | 6.0% | 6.0% [Return on Total Cap'l 6.0%
96% | 10.6% { 9.0% | 8.5% [Returnon Shr. Equity 9.5%
9.6% | 10.6% | 8.0% | 85% |ReturnonComEquity B{ 9.5%

ELECTRIC OPERATING STA’TI1STIC7280 )

66% | 53% | 34% --| NMF{ NMF| 28% | 7%
54% | 56% | 6G% | 99% | NMF | 118% | 74% | 9%

26% | 44% | 25% | 25% [Retainedto Com Eq 3.0%
T8% | 69% | 72%| 72% |AllDiv'ds to Net Prof 67%

ANNUAL RATES  Past

Past Est'd '11-'13

%4 hangs Rt Selos (4H) 29\19 +1_2 20_1_43 BUSINESS: Integrys Energy Group, Inc. is a holding company for  commercial & Industrial, 19%; olher, 23%. Generating sources:
Avg_cﬁ Wse (KA NA NA NA | Wisconsin Public Service, Peoples Gas, and four other utiity sub- coal, 53%; gas, 9%; wind, 2%; hydro, 2%; purch., 34%. Fue! costs:
Avg, &1 Rovs. per KWH ) NA NA NA | sidiaries. Has 497,000 electric customers in W1 and M), 1.7 millien  62% of revs. '13 depr. rates {ulllly): 1.9%-3.3%. Has 4,900 empls.
gapgcﬁvglfs’ﬁakww %%% gu; g%g gas customers In W, L, MN, and M. Also has retail electric and Chalrman & CEO: Charles A. Schrock. Pres. & COO: Lawrence T.
A:?nual Load F;“d"g’( NA NA NA | 9as markeling ops. in the Northeast and Midwest, Elec, rev, break- Borgard. Inc.: Wi, Address: 130 East Randolph St, Chicago, IL
% Change Customers &rm; +A +4 +,4 | down: resldential, 29%; small commerdlal & Induslrial, 29%; large  60601-6207. Tel.: 312-228-5400, Internet: www.Integrysgroup.corm,
Fiod Chage Cov %) 302 367 410 | The sale of Integrys Energy's half of what the utility is seeking. A final

Michigan-based electric utility awaits
regulatory approval. The aftertax pro-

ruling is expected in October.
Mark-to-market accounting gains or

gg}/‘g‘gggmm 10—2?% j;g'% '°;.7o«1/f ceeds would be $220 million, which the charges can skew the company’s earn-
“Cash Flow” %’83? ?%‘&' g% company would use to offset some of its ings comparisons, These arise from In-
Sﬁ,ﬁg’gﬁgs 5B%  15% 7o% | financing needs. Integrys would book a tegrys’ energy-services unit. We include
Boak Value 4.5% -~ 30% $Ol.60‘-£-shafe nonrectﬁri}r}lg gain gn the tﬁem in our earnings presentation because
- sale. A settlement in Michigan needs com- they are an ongoing part of its operations.
e‘,;';'a', Maﬁ%ﬁR‘fﬁ,ﬁ?ﬁ“gfﬁ%“ﬂ’c’3, 59";', mission approval, and the transaction also These items added $0.80 a share to the
201 | 16274 10108 9387 11324 47087 requires approval in Wisconsin and by the bottom line in 2013, and another $0.16 a
2042 | 12479 8396 9277 14972] 42124 Federal Energy Regulatory Commission, It share in the March quarter of 2014. Other-
2013 | 16782 11160 11207 17107| s634.6) is expected to close by the end of the third wise, we expect utility income to rise this
2044 | 2025 1250 1275 1900 | 7350 | quarter. We won't reflect the deal in our year and next, thanks mainly to rate re-
2015 | 2400 1300 1350 1950 | 7000 | figures until after it has been completed. lief, but the nonutility side of the business
cal EARNINGS PER SHARE > ray | Integrys’ utilities are active in the isn't likely to boost its profits.
endar |Mar31 Jun30 Sep30 Decdi| Year | Tegulatory arema. Wisconsin Public Wisconsin Public Service is building
2011 | 158 38 77 18 | 288 Service is seeking a $76.8 million electric environmental upgrades at two coal-
2012 | 124 55 93 86 | 3g7| rate increase and a $1.6 million gas rate fired plants. One project should be com-
2013 | 220 405 47 183 | 433| decrease based on a return of 10.6% return pleted this year at a cost of $220 million,
2014 | 189 41 45 100 | 375| on equity. New tariffs should take effect at the other in 2016 at a cost of $345 millon.
2015 | 175 45 50 105 | 3.75| the start of 2015. Peoples Gas and North The utility should be able to recover this
GCal- | QUARTERLYDIVIDENDSPAIDB= | Ry Shore Gas filed for a total hike of $136.0 spending In rates.
endar |Mar31 Jun30 Sep.30 Deci| Year million, based on a 10.25% ROE. New This stock’s noteworthy feature is its
2010 | .68 m 68 68 | 272| rates are expected to take effect in early high dividend yield. This is a percent-
2011 | 68 58 ‘B 68 979 2015. Minnesota Energy Resources is as- age point above the utility average. How-
2012 | 68 B8 68 68 | 270f king for a gas rate hike of $12.2 million, ever, 3- to 5-year total return potential is
2013 | 68 68 68 68 | 272| based on a 10.75% ROE. Intervenors are unexciting.
2044 | 68 .68 recommending increases that are less than Paul E. Debbas, CFA June 20, 2014
%A) Diluted EPS, Excl, nonrecur. losses: ‘09, | ing. Next egs. report due early Aug. (B) Div'ds | Nt orlg, cost, Rate allowed on com. eq.in Wi | Company’s Financla) Strength A
3,24; '10, 41¢: galns (losse&? from disc. ops.: hlslorlcallr paid mid-Mar., June, Sept, & Dec. | In '13: 10.3%; in Il in '13: 9.28%; In MNin12: { Stock's Price Stability 95
'07, $1.02; '08, B¢; '09, 4¢; '11, §1¢); 12, (12923; = Divd relnvestment plan avall. (C) Incl. intang,  9.7%; eamed on avg, com, eq, "{3: 10.8%. | Price Growth Persistence 45
13, 6¢. '11 & 12 EPS don't add due to round- | In *13: $26.11/sh. (D) In mil, (E) Rate base: | Regul, Climate: WI, Above Avg.; IL, Below Avg. | Eamings Predictability 45

© 2014 Value Line Publishing LLC. All rights reserved. Factual malerial Is obtained from sources believed to be refiable and Is provided without waranties of any kind, -
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THELINESS 2 fafod 4 | L] vesl ezl ias| %8| fe| 3| %3] B3| 28| Be Target Price Range

SAFETY 2 Resdopn | LEGENDS
TECHNICAL 3 Relsed 61314 dived by Interest Rale 128
BETA 65 (1.00=Marke) 3ort 55»? T A »
201719 PROJECTIONS | “Shauid e Inciates 8

Ann'l Total - 3601 48

Mo G5 (50 17 e —— == 10
loy 48 f+2o¢} 7% it ——{— %
Insider Dacisions il 2

JASONDJIFN

By 000000000 it 16
H s8g888¢0 ¢ > i
Institutional Decisions "“')ﬂut’ | %TOT. RETURN 514

0013 4 S STOCK  INDEX

toBuy e ik 16l Faroont 18 I ; ; 7 1y, 201 184 [
fo Sell 104 115 1261 traded 6 i A 3y 613 437 |
Higs(003) 150726 146613 146632 Sy 1850 1618
ITC Holdings was incorporated in the state | 2004 | 2005 | 2006 | 2067 2008 {2009 {2010 2011 | 2012 | 2013 {2014 [2015 | ©VALUE LINE PUB.LLC|17-19
of Michigan In 2002 for the purpose of ac-| 1371 206| 478| 31| 445} 443| 450} 492| 530\ 58| 685| 775 Revenuos persh 10.50
quiring ITC Transmission, which was asub-| 35| 68{ 88| 10| 37| 144 153] 173| 188 224| 285| 3.25 |“Cash Flow” persh 450
sidiary of The Detrolt Edison Company. The( 03| 36{ 31| 46| 73| 86| 95| 110] 120 147 1.90| 215 Earningsporsh A 3.00
acquisttion was completed in 2003, ITC| .- 8| 36| 38| 40| d2] M| 46| 49 54| 61| .68|DivdDecidpersh Bui| 100
Holdings went public on July 26, 2005, via 83 149 132 223] 270 2691 255 362 542] 522| 530| 555 [Cap'l Spending per sh 6.50
an inifial public offering.of 375 millon] 2441 284| 448 437 624 673] 734 | 818 903| 1025| 14.05] 1200 {Book Value per sh © 18.00
shares at $7.67 a share (adjusted for spilt). | 9204 | 50.69 | 127.19 | 128,75 | 148.96 | 150.25 | 152,16 | 16907 | 166,75 | 157,50 | 155,00 | 15250 [Common Shs Outstg P | 155.50
The deal was underwritten by Lehman -1 263 380] 78| B2 74| 200 214 207| 204 | pold fighres are |Avg Ann'l PE Ratlo 185
Brothers, ‘Morgan Stanley, and Credit] --| 140 178 147 140} 144 | 127 134 | 132| 1.44| Valelline |Relative PJE Ratlo 115
Suisse First Boston, el 19% | a5% | 24% | 23% | 28% | 25% | 1.9% | 20% | 18% | oSt Avg Anwl Divd Yield 1.8%
CAPITAL STRUCTURE as of 3/31114 1264 | 2053 | 2236 | 4262 | 617.9 | 621.0 | 6968 | 7574 | 630.5| 9413 | 1065| 1165 iRevenues {$mili) 1650
Total Debt $3745.5 mil. Due In 5 Yrs $1618.2mill. | 26| 347| 332 733 1002 1308 | W67 | 1747 | 187.9| 2336 3001 340 {NetProfit ($mil) 485
hﬁ?ﬁ‘;ﬁfﬁfﬁﬁ% 1x;-T'"f°’°5'$156-6m"" 300% | 35.3% | 20.2% | 33.3% | 36.1% | 37.2% | 36.1% | 35.6% | 36.6% | 33.7% | 30.6% | 36.6% {Income Tax Rate 36.5%
Ponsion Aveate 12113 $46.9 il 80.2% | 10.0% | 15.0% | 147% | 13.8% | 13.4% | 119% | 125% | 160% | 16.3% | 13.0% | 120% [AFUDC %toNetProfit | 9.0%

Oblig. $73.5mil. | 74.1% | 66.3% | 70.3% | 724% | 70.8% | 708% | 69.1% | 67.8% [ 63.8% | 67.9% | 66.5% | 65.5% [Long-Term DebtRatio | 58.5%

28.8% | 33.7% | 28.7% | 27.6% [ 20.2% | 204% | 30.9% | 32.2% | 36.2% | 32.1% | 33.5% | 34.5% |Common Equity Ratlo | 41.5%

Pfd Stock None 680.0 | 780.6 | 17945 | 20415 | 3177.3 | 34459 | 36143 [ 30039 | 3910.2 | 50258 | 5725 | 5285 |Total Capital ($mill) 6675
5137 | 603.6 | 1497.9 | 19604 | 23044 | 25421 | 2872.3 [ 3415.8 | 4134.6 | 4846,5 [ 6530 | 6215 | Net Plant ($mill) 8650

Gommon Stnck 167,631,024 ehe. 23% ] 62% | 30% | 51% | 64% | 57% | 6% | 6% | 6% | 62% | 7.6% 80% [RetumonTotalCapl | 8%
13% 1 132% | 6.2% | 13.0% | 14.8% | 12.9% | 13.0% | 13.6% | 13.3% | 14.5% | 17.5% | 18.5% |Return on Shr. Equity 17.5%

MARKET CAP: $5.9 billion (Large Cap) 13% | 13.2% | 6.2% | 13.0% | 11.8% | 12.9% | 13.0% | 13.6% 1§ 13.3% | 14.5% | 17.5% | 18.5% [Return onCom Equity E| 17.5%
CUR;EH_TPOS!TION 2012 2013 34| 13% | 65% NM',I; 45% | 54% | B8% [ 74% | 8.0% | 80% | 9.3% | 12.0% | 13.0% |Retained to Gom Eq 12.0%

-~ B0%| 115 66% | 54% | 48% | 45% | 41% | 40% | 36% | 31% | 31% |AIDiv'ds to Net Prof 2%

Cash Assets 262 343 140
Racelvables 722 893 1031 | BUSINESS: ITC Holdings Corp. engages In the transmission of 12/07. Has assets in Michigan, lowa, Minnesota, llinols, Missour,
g%ea“rmfy (FIFO) g%ﬁ ggg igg electriclty in the Unlted States. The company operales primarily as  and Kansas. Operations are regulated by the Fedaral Energy Regu-
Current Assets “T983 T91E —Ta7g | @ condut, moving power from generators to local distribution sys- latory Commisslon (FERC), "3 reported depreciation rate; 2.2%.
Accts Payable 102‘5 111 . 1181 tems either through its own system or in conjunction with neighbor- Has about 500 employees. Chalrman, Presldent & CEO: Joseph L.
Debt Dus 6519 2000  200.0 | Ing transmission systems. Acquired Michigan Electric Transmisslon  Welch, Inc.: Michlgan, Address: 27175 Energy Way, Novi, Michigan
Other 2284 188.3 143.2 | Company 10/06; Interstale Power & Light's transmission assets . 48377, Tel.: 248-946-3000. Intemet: www.ilctransco.com.
g")‘(’ge‘?“‘(’?gl‘ 2%‘,? 23?;2 ggl,z ITC Holdings’ earnings are likely to company’s targeted annual range of

g. OV - ———— rise materially this year. The com- 11%-13%. The same factors that are bene-
oAfm%li m{fs 1';‘}?; ;?;t ES:O%;J{QH parisons (at least in the first three quar- fiting the bottom line this year should con-

Reve,?ué; L. 120% 11.5% | ters) are easy, as expenses assoclated with tinue to produce higher profits in the com-
“Gash Flow” -~ 140% 150% | the unsuccessful attempt to buy Entergy’s ing years. We base our forecast on no
Eamings o ‘% 185% | transmission assets hurt the bottom line change in the company's range of allowed
Book Value - 130%  12.0% }?st ylear'E Asfide1 fromt this,t h‘(zwevexi.t IITS ROiEs. ‘Invglsltorsl IShOl:jldRI(l)OEt‘,e }hat FERC is

as plenty of places to put its capital to reviewing the allowe s for transmis-

Cal- M?-%ﬁmfs,l;ys%wgyu%%“g‘gt)u Ful'l work, The transmission system is still sion in certain parts of the United States.
en 1;" 13'4 TR 9';'3 TREGT] catching up from many years of under- The board of directors has authorized

5312 15%7 1974 2148 2208 | 8305 investment in the late 20th century, Capi- ITC to repurchase up to $250 million

2013 2173 2208 2388 2564 | 0443 tal spending also occurs to increase trans- of common stock through the end of

a4 |2586 2614 265 280 |1065 | mission capacity and connect renewable- next year, Even with all of the company'’s

o5 |285 290 300 3f0 |1185 | enmergy projects to the grid. Moreover, ITC investment opportunities, its cash flow is

cal EARNINGS PER SHARE A ral benefits from a regulatory mechanism healthy enough to allow for a buyback.

engﬂ'r Mar31 Jund0 Sep30 Dect| Year with the Federal Energy Regulatory Com- We expect a significant dividend hike

201 5 % % o7 [ 140 Mission (FERC) that permits current-cost at the board meeting in the third

a2 | 58 o7 @3 3 | 1o0| Fecovery of its transmission spending and quarter. This is when the directors

o3 | 2 a9 37 4s | 147| most kinds of operating expenses. Further- normally review the disbursement. We es-

o014 | 43 47 51 .49 | 1gp| more, the company's allowed returns on timate that the annual dividend will be

w5 | 51 53 56 55 | 245| equity range from 12.16% to 13.88%, with boosted by $0.07 a share (12.3%). ITC is

| GUARTERLY DVIDENDS PAID® #t | Fun | 2 blended allowed ROE of about 13%. Our targeting 10%-15%  yearly dividend
eﬁga‘r Mardt Jund) Sep0 Decdt -year | €arnings estimate of $1.90 a share is at growth.
: : 1 1‘ 1 2 m the upper end of ITC's guidance of $1.83- ITC stock has some appeal for both

%w }% }% '11§ '128 s $1.90 a share, which does not reflect a the year ahead and the 3- to 5-year pe-

902 | 417 M7 426 426 | 49 stock buyback (see below). riod. The equity is timely, and offers de-

03 | 106 426 4495 4425| 54| We estimate ITC's earnings growth cent long-term total return potential.

2014 | 405 1425 rate in 2015 will reach the top of the Paul E, Debbas, CFA June 20, 2014
{A) Diluted earnings. Next eamings report due | ment plan available. (C) Includes intangibles, In | avg. com. eq,, '13: 15.2%, Regulatory Climate: | Company’s Financlal Strength B+
late July, {B) Dividends historically paid in early | '13: $1.2 billion, $7,65/sh. (D) In millions, ad- { Above Average. Stock’s Price Stability 95
March, June, Sept., and Dec. » Dividend reln- | justed for slock split. (E) Rates allowed on Price Growth Persistence 95
vestment plan avaifable, T Shareholder invest- | common equity: 12.16%-13.88%. Eamed on Eamings Predictability 100

© 2014 Value Line Publishing LLC, Al rights reserved. Factual materfal is obtained from sources believed to be rellable and is provided without warranties of any Kind, -
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publcation s swiclly for subscriber’s i 4% To subscribe call 1-800-833-0046.
of it may be reproduced, resold, stored or transmitted in any printed, electronic or ciher form, or used for generating o markeding any prink

Intemal use,

oW, on-
ed or electroric publication, sence o product.
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RECENT PE Trailng: 6.5} RELATIVE DIVD
MGE ENERGY INC.xooue [ 38.08o 15.2Gie ii)ients 0.81 08 29% il
wweness 3 rastis | o] B[ 23] s8] 2u7) 2e] w3l el 2l el mal 93] 827 Target Price Range
R . S
TECHNICAL 3 Lowereddpsna | divded by Iniegst Rle 8
BETA .70 (1.0D=Marke) ozt 2 -for &
[~ 201719 PROJECTIONS. | “Boones o ndiates L -
. Ann') Total [~ 1 I} ,.ll‘l' LU TR A =
High P5r|°c° ("‘G;gr'!ﬁa ';e(;g/:n FE P ¥ TITES] -w-'", sl %g
Low 40 (+5%} 4% ""I"T' p'm"""'i“"" R i ST 2
Insider Declsions Ll 15
JASONDJFEM | -
Institutional Decisions A oy Iy RS .."im e N abuse, %TO‘RTEIETURN:)J]:&.
0w 4mM3 M parcent 6 | MRS i 1 ! STOCK  NDEX
foBuy 51 54 661 shares 4 ——ti—r—rt 1o : T A 1y, 88 194 [°
foSell 40 46 49| ymded 2 f 3yn. 487 437 [
Hidsio) 11451 11816 11510 | Syn. 1160 1619
1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 {2009 {2010 {2011 |2012 {2013 [ 2014 2015 | ©VALUE LINE PUB. LLC[17-19
10351 1130 | 13.00] 1303] 13.47] 1459; 13689 1673 | 1613 | 1633 | 17.35 | 1540 | 1536 [ 1576 | 1561 | 17.04 | 18.85| 1545 |Revenues persh 2220
239 254 259 252] 222f 196) 192} 200| 234| 246| 268] 266 276 294 298{ 328] 345| 3.95 |“CashFlow” persh 470
92 89| A1) 108 13| 144) 48] 1.05) 437 151] 159 47| 167| 176| 186 246{ 250| 265 |EarningspershA 325
86 87 88 89 89 S0 bl 2 93 8 86 87 99 100 1041 107! 110| 1.4 |Divd Decl'd pershB= 130
128] 21 296 165] 297 302] 313] 280 294 44| 308 23| 176 183| 284| 343] 343| 4.00(Cap'i Spending persh 5.30°
766 766{ 804] 0845] 862) 0856| 11.06{ 1121 | 1193 1299 ] 1392 | 1447} 1614 | 1589 | 1671 17.81 | 18.85| 20.00 {Book Value porsh& 23,60
24121 24241 2493 2561 2636 2752 30.59 | 30.68 | 3146 | 3203 | 34.36 | 34.67 [ 34.67 | 3467 | 3467 34.67| 3500 3500 [Common ShsOutstgC | 36.00
162} 40] 17| 1487 160| 175| 1801 224 159[ 150 142{ 151 150| 158{ 472| 17.0| Bowd figlres are [Avg Annl PIE Ratio 15.0
84 80 76 16 871 100 851 149 86 80 851 101 95 897 109 85| \Veluellino  IRelative PIE Ratlo 95
58| 63%| 67%| 55% | 50% | 48% | 4% | 30% | 40% | 4% | 42% | 44% | 40% | 38% | a2%| 29%| P agAmwiDivdYied | 274
CAPITAL STRUCTURE as of 3/31/14 42491 5134 ) 507.5| 5376 5060 | 5338 | 5326 5464 | B41.3| 5909 ( 660 680 {Revenues {$mill) 800
Total Debt $402.5 mill. Due in 5 Yrs $71.4 mill B8 31| 424 488 528 5.0 677 609 | 6441 749| 80.0) 920 |NetProfit ($mill) 110
%{T?:gggféfn':g}-7 gx;-T'"‘°'°S‘$19‘°'""" 37.9% | 30.2% | 37.8% | 363% | 35.5% | 95.6% | 36.0% | 37.1% | 37.1% | 37.5% | 36.0% | 35.0% lincome Tax Rate 35.0%
n -- -- .- - - - .- < | 22% | 20%| 2.0% [ 20% JAFUDC%toNetProfit | 20%
Leases, Uncapitalized Annual renials $1.7 mill. 374% | 39.3% | 38.7% | 35.2% | 36.3% | 30.0% | 38.9% | 39.6% | 38.2% | 39.3% | 39.0% | 38.5% |Long-Term DehtRatlo | 36.5%
PenslonAssets-12/13$%7§].{t ngll. $2840 i 62.6% | 60.7% | 61.3% | 64.8% | 63.7% | 61.0% | 61.1% | 60.4% [ 61.8% | 60.7% | 61.0% | 61.5% |Common EquityRatlo | 63.5%
gation $284.0 mii. 540.5| 566.2 | 6126 | 660.9 § 7606 | 8227 | 8594  911.9 [ 937.9| 10169 1080 { 1140 |Total Capital {$mil) 1335
Pd Stock None 6074 | 6677 | 7284 | 8440 | 9012 | 9398 | 9680 | 9956 | 10735 | 11602 | 1220| 1280 |NetPlant (Smil) 1500
Common Stock 34,668,370 shs. TA% | 66% | 7.8% | 84% | 77% | 69% | 7.8% | 7.8% | 7.9% | 83% | 85%| 9.0% [RetunonTotalCapl | 9.0%
as of 4/30/14, ad], for 3-for-2 split 100% | 93% | 10.3% | 11.4% | 11.0% | 102% | 11.0% | 14.4% | 11.1% | 12.4% | 12.0% | 13.5% |Return on Shr, Equity 13.0%
MARKET CAP: $1.3 billion {Mid Cap) 100% | 93% | 11.3% | 114% | 11.0% | 10.2% [ 11.0% | 14.4% | 11.1% | 12.4% | 12.0% | 13.5% |Return on Com Equity P| 13.0%
ELECTRIC OPERATING STATISTICS 23% | 12% | Q7% | 43% | 44% | 34% | 44% | 47% 49% | 61% ] 65% | 7.5% [Retainedto ComEq 7.5%
2014 2042 2013 | 7i%{ O87% | 67% | 62% | 60% | 66% | 60% | 57% | 66% | 60% | 48% | 43% |AllDivids to NetProf 43%
"vg_'”,,?,ﬂi‘f‘ﬁ?ﬁmém“’ 2’603'5 2407"3 2500' 2 BUSINESS: MGE Energy Inc. is 2 holding company for Madison  10%. Generating sources, '13: coal, 54%; purchased power, 37%;
Avg.lqdustRevs.m WHid) 138 7.86 794 | Gas and Eleclric, which provides electrc service to approximately natural gas and other, 9%. Fuel costs: 21% of revenues. *13
CapatiyafPeak KA NA WA I 141,000 customers in a 316-square-mile area of Dane County and reporled depreciaion. rate! 3.3%. Has 695 employees, Chalrman,
mﬁmf}'m'( ) 7N7 2 7N62 7ng gas service fo 147,000 customers In 1,639 square miles In seven President & CEO: Gary J.. Woller. Incorporated: Wisconsin, Ad-
%Change&ls!mrsaavg.) NA NA  NA | counties in Wisconsin, Electric revenua breakdown, *13: resldential, ~dress: 133 South Blalr St, Madison, Wi 53788. Telephone; -608-
33%; commerctal, 52%; Industrial, 5%; public authorities and other, 252-7000. Internat; www.mgeenergy.com.
T;dNC::::;C;VA.\(::Es - mPast ngt’ - ,1:'_7,163 MGE Energy reported impressive re- then freeze rates in 2018, subject to a
ofchange (persh) 10Vis,  5Yms.  to'179 sults for the first quarter. Revenues review of fuel costs, MGE cited costs asso-
Revenlles 15% -05% 65% | and share earnings advanced 26% and clated with transmission improvements
“Cash Flow” 30% 40% 75% | 23%, respectively, on a year-over-year and the construction of emission-reduction
Eﬁ/?&lgggs ?gé’ 284; 284‘: basis. Gas retail volumes benefited from equipment at the Columbia Energy Center
Book Value 65% ©&5% 60% | improved customer demand due to colder as reasons for requesting the rate hike. In
QUARTERLY REVENUES 6l weather. Moreover, electric retail sales in- addition, the filing includes a decrease of
csb Mar3f Jun.30 Se 30( geé)ﬂ \l;u" creased 2.8%. natural gas rates by 2.3% next year, with
92"0 :’ 1a4'6 7 1321'6 00 5425; Comparisons should be favorable in a rate freeze for 2016,
2012 129'3 72 1378 1370 | 5413 the coming quarters, and we expect The risk profile appears favorable
2013 14672 1283 1401 4553 | 500,g | revenues and share earnings to ad- here. The company has established a
2014 2102 140 145 1648 | 66p | vance at a good pace in the current track record of stable operating results.
2015 |210° 145 150 475 | 680 | year. Growth will probably continue in Low exposure to economically sensitive in-
EARNNGS PER SHARE A 2015. The company's utility operation dustrial customers provides greater earn-
egg!ﬂ'r Mar31 Jun3) Sep30 Dec.3t \2’;" ought to further benefit from favorable ings stability. Moreover, leverage appears
20 5'1 56 27 | 17 demographics within its service territory. quite manageable, As a result, MGE earns
2l 45 M 8w | 18 A healthy local economy should drive pop- favorable marks for Safety, Financial
23| 6 40 0 41 | 21g] ulation growth and demand for power in Strength, Price Stability, and Earnings
2014 | 80 50 75 45 25p| the Madison, Wisconsin area, The compa- Predictability.
o5 | 80 55 80 .50 | 265| ny's nonregulated operations and trans- This stock is ranked to perform in
cal- | QUARTERLY DVIDENDSFADE = | Ful mission investments should also contrib- line with the broader market for the
enga'r Mar3! Jund0 Sep30 Dect Y(:Iar ute. Efforts to control operating expenses coming six to 12 months. Loocking fur-
: * 2 v ought to benefit the bottom line. ther out, this equity offers solid total re-
2 ggg? ggg? ggg} ggg} 15| Utility Madison Gas and Electric has turn potential for the pull to 2017-2019, on
2012 | 551 9% 0634 2634 | 1.04 filed an application with the Public a risk-adjusted basis. All things consider-
9013 | 9634 963 o717 am7| 107] Service Commission of Wisconsin. The ed, conservative investors may find this
2014 | o117 o7 ' ~" | company is seeking an increase in electric high-quality issue attractive.
rates by 2.8% for 2015. The request would Michael Napoli, CFA June 20, 2014

{A) Diluted eamings. Next eamings report due | lions. (D) Rale allowed on common equity in | mil,, $3.27 per share.
early August. (B) Dividends historically paid in | '13: 10.3%; eamed on common equity, '13:

mid-March, June, September, and December, | 12,1%. Regulato;

Climate: Above Average.

» Dvd. reinvestment plan available, (C) In mil- | {E) Includes regulatory assets, In 2013: $113.5

© 2014 Value Line Publishing LLC, All righls reserved, Factual material Is obtained from sources believed to he reliable and is provided without warranties of a
THE PUBLISHER {S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publicalion Is strictly for subscriber’s own, non-commerclal, internal use.
of it may be reprocuced, resold, stored of tansitted In any printed, electronlc or other form, o u
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Comkany’s Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 70
Earnings Predictability 95
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RECENT PIE Tralllng: 1.4 Y| RELATIVE DIVD 0
NORTHEAST UTILITIES wysew [ 45.34 R0 16.8 (aiee i) Bemirs 0,935 3.6%
. High:| 203| 20.3| 220f 289 336| 316! 265 322| 365 409 457] 476
:ME”NESS % miotsio | [ioi] 205] 203] 20] zel el wel 28] m2| o] ea] o7l 478 Target Price Range
AFETY Raised §/25/12 LEGENDS
—— 1,03 x Dividends p sh 120
0
TECHNICAL 3 Lovedsiogns | ditedby erel Rae 1o
BETA .75 (1.00=Market) 05;02;1 Yes indates B4
201719 PROJECTIONS |- SEL oo SN R T "
 Ann'l Total LTS A N S ELELY S L
. Price Gau: '351‘9'" ™ -
8 e : AT ;
Insider Declsions . il L) e T %
JJASONDJF—F/*@;__"' 16
By 000000000 12
b 68988020 0
o hs** e, "
Institutional Decisions T e o, | o IR I T W mm}ﬁ'”%ﬂﬁ- B
003 303 4Qu0 1 2oy’ . STOCK  INDEX
o8 189 201 185 | bt 20 ] n 1y, 80 228 [
to8el 193 190 22| faded 10 o i 3y 473 402 |
Hid's{000) 206302 207924 210814 i IMi 5y. 1692 1758
1998 ] 1999 [ 2000 | 2001 [ 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 [ 2008 (2009 [2010 2011 {2012 [2013 | 2014 [2015 | ©VALUELINE PUB, LLC[17-19
2077 3351] 40861( 5282 | 4089 | 4753] 5162 | 4185 44.64 | 37.27 | 322 | 3097 | 2776 | 2521 | 1898 2316 2470 24,80 {Revenues persh 27.00
373| 568) 33%f 1040| 632 580| 500| 546| 369| 482 616 496} 568| 488| 403| 522| b&55| 595 "CashFlow" persh 7.00
436 di14f d20| 187| 108 14 81 98 82 159( 18| 181} 210| 222) 189| 249( 276( 290 |EarningspershA 3.50
- A0 40 45 53 58 83 88 73 78 83 S5 103 140 432) 147 1.57| 1.68 |Div'd Decl'd pershPm 200
1797 250 288 340| 386) 431| 485] 589) 549} 714 B06] 5A7T| 541 608 | 469 462 530 5.90 |Cap'l Spending persh 6.00
15,63 {- 1580 . 1543 | 1627 | 17.33| 17.73] 17.80{ 1846 | 18.44 | 18.65 | 19.38 | 20.37 | 21.60 | 2265 | 2041 | 3049 | 31.55| 3270 |Book Value persh © 36.50
130,95 | 131,87 | 143.82 | 130.43 | 127.56 | 127.70 | 129,03 | 131.59 | 154,23 | 156.22 | 165,83 | 175.82 | 17645 | 177.16 | 314.05 | 315.27 | 316.00 | 317.00 {Common Shs Outst'g P - | 320,00
- -~ --| 447 1841 134 %0‘8 1&8 40 87| 187 1201 134 154 1991 169 Botd figlres are |Avg Ann'] PIE Ratio 145
- - .- 72 88 16 10 05| 146 98 82 .80 86 g 127 95| VelvelLine  |Relaflve P/E Ratio 90
%] 19% | 23% | 30%| 5% | 33% | 35% | 3% | 26% | 32% | 42% | 36% | 32% | 35%| 35% | "= avpAnlDivid Yield 4.0%
CAPITAL STRUCTURE as of 12/31/13 6666.7 | 6507.3 | 686844 | 5822.2 [ 6800.1 | 5439.4 | 4898.2 | 4465.7 | 6273.8 | 73012 | 7800{ 7900 [Revenues ($mili) 8650
Igtsl 2:;;??3":-2.,;""{7".": In5tY$ra§‘§3§9§il1 mil. | 1221 ] 1285| 1262 | 2615 | 2062 | 3366 | 3778 | 4003 | 533.0) 7937 | 860| 930 |Net Profit ($mill 120
(m;’msteaﬁe'; 45%) nterest paad. mil 223:;0 3&3:2 o 30.33., 29.7250 34.9% | 36.6% | 20.9% | 34.0% | 35.0% | 35.0% | 35.0% [Income Tax Rate 36.0%
T . 8% | 17 5% | 138% | 168% [ 46% | Ta% | 86% | 23% | 14% | 5.0% | 5.0% |AFUDC % to Net Profit 4.0%
Leases, Uncapitalized Annuat rentals $20.1 mil, | 64.2% | 63.2% | 68.7% | 502% | 604% | 57.2% | 55.1% | 534% | 43.7% | 44.3% | 44.5% | 45.0% [Long-Term DebtRatlo | 45.5%
Pension Assets-12/13 $3985.90mb|:;. sas765ml 34.0% | 36.1% | 39.7% | 39.2% | 38.1% | 41.6% | 43.6% | 45.8% | 55.4% | 54.8% | 54.5% | 54.0% |Common Equity Ratlo | 53.5%
Jhllg. o mil. | 67404 | 6023.2 1 7062.0 | 74314 | 7926.2 | 8629.5 | 8741.8 | 6856.0 | 16675 | 17544 | 16300 | 19175 |Total Capital ($mill) 21800
;:ftfgfg;';gggigsfgq-go{’;ggg’r;gz-(gg"-ar)m 5864.2 | 64172 | 6242.2 | 7220.9 | 82079 | 8840.0 | 9567.7 | 10403 | 16605 | 17576 | 18500 | 19550 [Net Plant ($mil 2700
Stibject to mandatoryredempfion. 4 28% | 35% | 25% | 50% | 54% | 5A% | 58% | 50% | 42% | 55% | 65% | 6.0% [RetumonTotalCapl | 6.0%
Common Stock 315,434,940 shs, 51% ) 50% | 43% | 83% | 94% | 94% | 9.6% | 7% | 57% | 81% | 85%| 90% [Return on Shr. Equity 9,5%
as of 1131114 5.4% | 64% | 43% | 84% | 96% | 92% | 98% | 98% | 57% | 82% | 85%| 9.0% [Returnon Com Equity® | 9.5%
MARKET CAP: $14 billion (Large Cap) 16% | 15% | A% | 43% ] 53% | 47% | 50% | 60% | 16% | 34%| 35%| 4.0% [Retainedto ComEq 4.0%
ELECTRIC OPERATING STATISTICS 0% 7% | 94% | 50% | 45% | 50% | 49% | 50% | 72% | ©59% | 58%| 56% Al Div'ds to Net Prof 58%
4 Change Relal Sals XHH) 2_[%1; 50713 %0113 BUSINESS: Northeast Utilities Is the parerit of utilifies that have 3.1 eastern MA. Acq'd NSTAR 4/12, Elsc, rev. breakdown: res'l, 49%;
Avg.ln%%zI.Use(MWH 534 NA NA | mil elec, 492,000 gas cusiomers, Gonnecticut Light & Power comm'l, 38%; IndY, 5%; other, 8%. Generaling sources not avall
é%m:ll&?;m 1] M M M égéﬁl;))serve"s most of ?T’lh Publlfc i;wlc? l\(l:}: of Nex;ltlliamsshlrle gl%locostsp:, 34‘(’:ﬁholf tevs, ;3 rle:jportted depr. (a;;]es: 2.5?-'.;;10%. Has
supplies power lo three fourths of NH's population; West- 8, empis. Chairman, Presldent & CEO: Thomas J. May. Inc.:
e HA A MR | o Vassachusels Heotic Go. (WMECO) serves wester MA; A, Adress: One Foderal St, Buldng 4114, Sprngfld, A
% Change Customers (jrend) +4 4508 NA | NSTAR supplies power to parts of eastern MA & gas o ceniral & 01105, Tel.: 413-785-6871. Intemet: www.nu.com,
Fived Chorgo Cov. (%) 291 420 427 | Northeast Utilities is still waiting for Light & Power) Customer demand is ben-
ANNUAL RATES Past  Past Estd'ii-43] an order in a complaint about its elec- efiting from a recovery in the service
dchangeparsh)  10¥rs.  S¥rs,  torMg | tric transmission business. The Federal area’s economy and conversions to natural
Revenues 7.0% -105% 30% | Energy Regulatory Commission (FERC) is gas from other kinds of heating. The com-
ECéls!h Flow' -‘é-g‘g: 5%‘2’; g% reviewing allowed returns on equity for pany is attaining cost reductions stem-
YR o5% 110% 75% | transmission owners in New England due ming from its merger with NSTAR two
Book Value 5.0% 80% 50% | to complaints that the allowed ROEs are years ago. Pension expense is down. Our
Car- | QUARTERLY REVENUES (§mil) | Ful too high. Transmission is a sizable part of 2014 earnings estimate is within NU's
engi;r Mar3t Jund0 Sep.3D Dec.d| Year NU's operations. The company has $2.3 targeted range of $2.60-$2.75 a share. The
200 11235 1048 1115 1066 | 44657 billion invested in transmission, and its dividend was raised by 6.8% in the first
o012 | 1900 1629 1881 1684 | 82738 four-year capital budget calls for spending quarter, and its increases should be
o013 | 1095 1636 1803 1777 |73012( ©f $3.7 billion. A FERC administrative law similar to bottom-line growth,
2014 | 2291 1700 2000 1809 |7800 | judge has recommended that NU'’s base re- Connecticut Light & Power will file a
2015 | 2250 1750 2050 1850 | 7900 | turn on equity for transmission be cut rate case next month. This was required
cal- | . EARNINGS PER SHARE A ran | from 11.14% to 9.7%. Such a move would as part of the merger approval process,
endar |Mar31 Jun30 Sep.30 Dec.dt] vear | Teduce the company's annual profits by The utility plans to request an increase of
2011 o 44 51 & 1 222] 30.10 a share. NU has already -taken a $231.5 millien (6.0%), which includes
2| s 15 68 55 | 19| $0.05-a-share reserve (in the third quarter $89.5 million to recover costs that were
3| 7 s 85 56 | 248 of 2013) for a possible refund of previously deferred from severe storms that hit the
04| 74 60 .75 .61 | 270| collected revenues. The timing of FERC’s state in 2011 and 2012. (CL&P had to
20151 80 .65 .80 .65 | 290 %‘c;,cision is ;mknovgn. . swl?llovl\{/ some of these costs.) New tariffs
| QUARTERLY DIVIDENDS PAID B " e expect earnings to increase at a will take effect at the start of December.
egf}'ar Mar3! Jun30 Sep.30 Deci 5:;, pace within NU’s targeted range of This timely stock offers a dividend
2000 | 25625 25605 25625 25626 .02 6%-8% in 2014 and 2015, Expansion of yield that is similar to the utility aver-
i | 955 o5 o5 a5 | 140 the company's transmission system is a age. Total return potential to 2017-2019 is
2042 | 294 343 M43 343 | 13| key driver of profit growth. (We assume no abové the utility mean, but investors have -
2013 | 3675 3675 3675 3675| 147| cut in the allowed ROE for transmission to assume some regulatory risk.
2014 | 3925 and no reduction in rates at Connecticut Paul E. Debbas, CEA May 23, 2014
(A} Diiuted EPS. Excl. nonrsc, galns (lossss): | ings report due early Aug. (B) Div'ds historlcal- | com. eq. in MA: "1, 8.6%; in CT: (elec.) "10, | Company’s Financial Strength B++
°02, 10¢; '03, (32¢); '04, (7¢); '06, ($1.36); '08, | ly pald late Mar., June, Sept.,, & Dec. = Div'd | 9.4% (gas) 41, 8.83%; In NH: '10, 9.67%; | Stock's Price Stability 100

{19¢); 10, 9¢. 11 & '13 EPS don’t add due to | reinvestment plan avall. ﬂc% Incl, defd chgs. In | eamn, on avg. com. eq., '13; 8.3%. Regul, Clim.: | Price Growth Persistence 85
rounding, 12 due to change in shs. Next eam- | '13: $23.09/sh. (D) In mill. (E) Rate allowed on | CT, Below Avg.; NH, Avg.; MA, Above Avg, Earnings Predictability
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NEXTERA ENERGY sk sec

Fiit' 96,08 5o 18.3 (G ) Fevivo 1,020

Y e

Commol

(LT interest eamned: 3.4x)

Pension Assets-12/13 $3692 mill,
Oblig. $2254 mifl,
Pfd Stock None

n Stock 436,118,602 shs,

MARKET CAP; $42 billlon (Large Cap}

! High:| 34.0] 384] 484] 556] 72.8| 738] 606] 563| 61.2| 722] 89.8] 1016 3
THELNESS 3 Rasqa | [l 3] 4] deal seel 7ze) pef el sesl g1zl 722l geelieis Target Price Range
SAFETY 2 lowedZ810 | LEGENDS
3 T o oy el e 160
TECHNICAL 3 LovrsdSoyy | | divded by e o b
BETA .70 {1.00 = Markel) (i I K N S D S o < T D R s U SO AR N FTTTTY FrTTe 100
Ogm)ns: Yes 711 Zyoon
2017-13 PROJECTIONS haded area indicales bty 80
Ann'l Total s en
Hoh H0T (1B T e 50
e By W el - 1
Insider Decisions YV L OOST TLT P o
saasanp T JIH
By 000000000 20
Opions 0 014101000 AT O | 15
foSeh 10210 ‘1 201 Y T oy - e O O % TOT. RETURN 4/14
Institutional Decisions e bo § Jus w e
20013 302013 402013 — L DE.
o8 asg sse  agy | hoeent 18- P 1y 267 229 [
{oSal 436 416 429 | yaded & 1 3y, 967 402 [
Hig's(008) 301834 303622 316004 I Syrn. 1178 175.8
1998 | 1999 | 2000, 2001 | 2002 [ 2003 | 2004 | 2005 | 2006 { 2007 | 2008 [2009 |2010 |2011 {2012 [2013 {2014 {2015 | ©VALUELINEPUB.LLC[17-1¢
1843] 1803| 2045[ 2440 | 2274 2643| 2827 | 3000 | 3875 | 37.47 | 4043 | 3782 | 36.39 | 3688 | 3362 | 3480 | 35.80| 35.35 [Revenues persh 38.25
539 486 494 502| 451| 536 560 618 677 6851 803| 875 062 | 029| 869 ( 1054| 11.20| 71.50 |"Cash Flow" persh 13.75
1931 204 207 231 201| 245] 246( 232| 323| 327 407 397 474 482 456 483 525! 550 Earningspersh A 6.75
100 104 108 142 16| 120 130 142| 150 1.64] 178 189 200| 220 240| 264| 290| 316 |DivdDecldpershBut| 3.90
171 241 370 3281 344) 375| 375| 409 022 1232 1280 [ 1452 | 1389 | 1693 | 2231 1536 | 7275| 8.30 [Cap'l Spending per sh 10.00
1418 1504 1691 | 1740 1748| 1891] 2025 2152 | 2449 | 2635 | 2857 | 31.35 | 34.36 | 3592 | 37.90 | 4147 | 45.30| 48.85 |Book Value persh © 575
361,42 | 357.11 | 35153 | 351,71 | 36551 | 368.63 | 372.24 | 394,85 | 40540 | 407.35 | 408.92 | 413.62 | 420.86 | 416.00 | 424.00 | 435.00 | 443.00 | 458.00 |Common Shs Oufst'g © | 470.00
16.2] 130] 28] 125| 42| 128| 136] 18y 17] 189 45| 134 108] 15| 144| 166 | soidrglresare |Avg Ann'l PIE Ratio 14.0
Ml 4l gy e 78| q2) a0 854 40 10| 87| 89| 60| 72| 82 3| Vakalie |Relafive PIE Rafio 80
32% | 39%| 41%| 39% | 41% | 39% | 39% | 34% | 34% | 27% | 3.0% | 35% | 39% | 40% | 36% | a3y | ectrpes Avg Ann'l Div'd Yield 4.1%
CAPITAL STRUCTURE as of 3/31114 10522 | 11846 | 16710 | 15263 | 16410 | 15643 | 15317 | 15341 | 14256 | 15436 | 15650 | 16200 {Revenues {$mil) 18000
Total Debt $29516 mil. Duein 5 Yrs $13268 mil. | 8g7.0 | 901.0 | 12610 | 1312.0 | 16390 | 16450 | 1957.0 | 20210 | 191.0 | 20820 | 2305| 2480 Net Profit {$mill) 3225
LT Debt $23824 mil. LT Interest $1084 mill.  [™55 y153.050" " 23.7% | 21.9% | 21,5% | 16.8% | 214% | 224% | 266% | 269% | 27.6% | 2.0% |Income Tax Rafe 5%

42% | 54% | 38% | 57% | 66% | 7.9% | 44% | 44%

108% | 70%1 6.0%| 7.0% AFUDC % to Net Profit 7.0%

51.6% | 48.6% | 49.1% | 51.2% | 542% | §6.7% | 555% | 58.2%
484% | 514% | 509% | 48.8% | 45.8% | 44.3% | 44.5% | 41.8%

59.4% | 57.1% | 65.5% | 53.0% |Long-TermDebtRatlo | 48.5%
40.9% | 42.9% | 44.5% | 47.0% [Common Equity Ratio | 51.5%

15564 | 16538 | 19521 | 22015 | 25614 | 29267 | 32474 | 35753
21206 | 22463 | 24499 | 28652 | 32411 | 36078 | 39075 | 42490

30245 | 42000 | 45050 | 47400 |Total Capital ($mill) 52600
49413 | 52720 | 55725 | 57200 |Net Plant ($mili) 62100

7.0% | 69% | B0% | 7.5% [ 79% | 6.9% | 74% | 7.0%
11.8% | 108% | 12.9% | 12.2% | 14.0% | 125% { 135% | 135%
11.8% | 106% | 12.8% | 12.2% | 14.0% | 12,5% | 1356% | 13.5%

62% 1 62% | 6.5% | 6.5% |Returnon Total Cap'l 7.5%
11.9% | 114% | 11.5% | 11.0% {Return on Shr. Equity 120%
11.9% | 114% | 11.5% | 11.0% |Return on Com Equity & | 12.0%

ELECTRIC OPERATING STATISTK.;S

56% | 42% | 89% | 61% | 7.9% | 65% | 7.68% | 7.4%
53% | 60% | d46% | 50% | 4d% | 47% | 42% | 46%

56%  52%  5.0%| 45% |Retalned to ComEq 5.0%
§3% | 54% | 55% | 57% [AlDIvds to Net Prof 51%

BUSINESS: NextEra Energy, Inc. {formerly FPL Group, Inc.) is a
holding company for Florida Power & Light Company (FPL), which
provides electriclly to 4.6 miifion customers In a 27,650-sq.-mi. area
in eastern & southem Florida. NextEra Energy Resources Is a non-
regulated power generator with nuclear, gas, & wind ownership,
Revenue breakdown: residentlal, 54%; commercial, 37%; industrial

& other, 8%. Generaling sources: gas, 67%; nuclear, 23%; coal,
§%; purchased, 5%, Fuel costs; 33% of revenues. 13 reported
deprec. rate (utllty): 3.4%. Has 13,900 employees. Chairman:
Lewis Hay, Ill. President and CEO: James L. Robo. [nc.; Florida.
Address: 700 Universe Boulevard, Juno Beach, Fiorida 33408, Tel.:
561-694-4000. Internet: www.nexteraenergy.com,

NextEra Energy plans to spin off some
of its assets into a yield-focused com-
pany. NextEra has filed a confidential S-1
registration statement with the SEC. Ac-
cordingly, the company cannot disclose
much information. However, there is a
comparable company, NRG Yield (NYSE:
NYLD), which owns contracted assets (in-
cluding renewables) that provide a steady
income stream suitable for a yield-focused
company. .
Wall Street has been anticipatin
such a move. NextEra was one of the
best-performing utility issues in 2013,
climbing 24%. The stock has continued to
outleg most utility equities so far in 2014,
having risen 12% year to date. The early
returns on NRG Yield are favorable, with
the stock having surged more than 50%
since its initial public offering last July.
NextEra has more going for it than
just the upcoming YieldCo. The compa-
ny's regulated utility, Florida Power &
Light, is performing well. Its service area
has made a strong recovery from the-hous-
ing crisis of several years ago. Moreover,
FPL is benefiting from rate relief tied to
certain capital additions. The utility com-

pleted the modernizations of two gas-fired
plants in 2013 and 2014, and each project
came in ahead of schedule and below
budget. Another such project is scheduled
for completion in 2018. NextEra Energy
Resources has managed to hold its own in
recent years, despite unfavorable condi-
tions for many owners of nonregulated
generating assets. (The company’s port-
folio of contracted assets, which will likely
be included in the YieldCo, helps in this
regard) We continue to estimate that
NextEBra's earnings in 2014 will wind up
at the midpoint of its targeted range of
$5.05-$5.45 a share, and we forecast mid-
single-digit growth in 2015. Beyond next
year, NextEra has plenty of growth oppor-
tunities, such as a joint venture that will
expand gas pipeline capacity into Florida
beginning in 2017.

The board of directors raised the divi-
dend by 9.8% in the first quarter, The
yield is below the industry average. Next-
Era is targeting a payout ratio of 55%.

We think the prospective benefits of
the YieldCo formation are reflected in
the price of NextEra stock.

Paul E, Debbas, CFA May 23, 2014

2011 012 2013
% Change Retall Sates (KWH) 4.4 <14 +.9
ndust, Use (M 343 336 296
Avg IMusl.Rws.mr # 740 637 6.51
atPeak 26638 26020 26236
FeakLoad.Sunuﬂar&7 21619 21440 21575
Annual Load Faclor 2 NA NA NA
% Changa Cuslomers {yr-end) +.6 1 3
Fired Charge Cov. (%) 39 278 295
ANNUAL RATES Past Past Est'd 1113
ofchange (persh)  0Yrs,  &Yrs.  to'17/19
Revenues 5%  -2.0% 1.8%
“Cash Flow" 65% 55% 6.5%
Earnings 75% 60% 60%
Dividends 75%  8.0% 8.5%
Book Value 80% 75% 7.0%
Cal- GUARTERLY REVENUES {$ mill Fult
endar [Mard! Jun30 Sep.30 Dec.d1] Year
2011 | 3134 3961 4382 3864 |15341
2012 | 3371 3667 3843 3375 | 14266
2013 | 3279 3833 4394 3630 {15136
2014 | 3674 3950 4550 3676 | 15850
2015 | 3600 4100 4700 3800 | 16200
Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun.30 Sep.30 Dec.3| Year
2014 B4 138 120 159 | 4.82
2012 | 111 145 98 102 | 456
2013 | 100 144 164 75 | 483
2014 98 142 160 125 | 525
2015 | 145 145 165 125 | 550
Cal- | QUARTERLY DIVIDENDS PAIDBmt [ Fyit
endar |Mar3] Jun30 Sep30 Decdf) Year
2010 | 50 50 50 50 200
2011 | 55 55 55 .55 2.20
2012 1 60 80 80 80 240
2013 | 66 66 66 66 264
2014 | 725
A) Diluted EPS. Excl, nonrecurring galn
Josses): ‘00, (5¢); ‘02, (60¢); '03, 5¢; '11, %ald
ec.

24¢); '13, (80¢)(;i (?aln on disc. ops.: "3, 44¢.

11 EPS don't a

due to rounding. Next eam-

Ings report due late July. (B) Div'ds historically | charges. In '13: $6.18/sh. (D) In mlllloﬁs, adj,
for stock split, {E) Rate allowed on com. eq, in

in mid-Mar,, mid-June, mid-Sept,, & mid-
= Div'd reinvestment plan avail, T Share- | '13: 9.5%-11.5%; eamed on

holder investment plan avail. (C) Incl. deferred | 12.1%. Regulalory Climate: Average.

Company's Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 75
Eamings Predictability 80

avg. com. eq., "13:
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NorthWestern Corporation filed for protec-
tion under Chapter 11 of the Federal Bank-
ruptcy Code on September 14, 2003. On
November 1, 2004, the company emerged
from a bankruptcy reorganization. Alf old
common shares .were canceled and
35,500,000 new shares (along with
4,620,333 warrants) were Issued. The stock
initially fraded on NASDAQ under the sym-

2010 |2011

REGENT PE Tralling: 18.2 \RELATIVE DIVD 0 /
NORTHWESTERN NYSE-NAE e A7.77 R0 19,0 (et ) iz 1,011 3.4%
. High:] 28.2] 32.5] 58] 86.7| 29.7] 26.8] 30.6| 36.6| 38.0| 47.2] 488 ]
TIMELINESS 3 Raisad 5313 Low: | 248] 255] 301 238| 274| 330| 351] 426 z%%et ;gfg Rzag,?:
SAFETY 3 wewsinz LEGENDS
——"0.78 % Dividends p sh ”
TECHNICAL 3 Lovereddiif | dided by inreet Rote B
BETA .70 (3.00= Marke) Optlons: Yes 60
20179 PROJECTIONS | St s s T B I 10
’| Trersed e, 3 2 ETIY E E E  P T Pe

Price  Gain Ratu?na gttt ul ’Tlﬁ,.""lﬂ" i 30
High 50 (+5% 5% . 2 sl 25
Low 35 (25%) -3% ] 20
Insider Decisions 15

JIJASONDJF

0440000600 VY P LY [4]
é’pi?o’ﬁs 6000000000 Kl e R ;5
sl 000001001 e e ' % TOT.RETURN 314 |
Institutional Decisions o~ ) THIS  VLARITH®

001 GNHD 4GNS STOCK - INDEX
oo 101 s et spﬁar?%“ 2 i . e Be ¢
Hisow) as520 a7a74 aross | "0 10 I ﬂﬂﬂﬂl{[{ﬁﬁhﬂmmu By 1763 2464
2004 | 2005 [ 2006 | 2007 | 2008 | 2009

2012 2013 12014 |2015 | SVALUELINEPUB, LLC|17-13

2018 3257 3149 3079 | 36.09 | 3172 | 3066 | 30.80
320 400 362 370 440 462 476 | 542
1432 | 171] 13| 144 17| 202 214 283
== 1001 124 128 132 134 136 144

2876 | 2980 | 31.30| 32.25 |Revenues persh 375
518 | 545! &85 615 |"Cash Flow" persh 7.00
226 248 265| 275 Eamingspersh A 3.00

148 | 1521 160) 168 [DvdDecldporshBut| 190

2261 226 281 300 347 526 630] 520
19.92 | 2060 | 2065 2142 21.26 | 21.86 | 2264 | 23.68

65891 5951 695} 715 |CapTSpending persh 375
2500 | 2660 27.85{ 26.95 |Book Value persh ¢ 32.00

3560 | 3679 | 3697 | 38.97 | 3593 | 36.00 | 36.23 | 36.28

3722 | 38751 39.00 | 39.05 {Common Shs Outsty O | 39.20

< 4] 2807 207} 138 115 129 128

15,71 169 | Bod figgres are  {Avg Anny'l PJE Ratlo 14.0

MARKET CAP: $1.9 billlon (Mid Cap)

bol NWEC and moved to the NYSE under - 8t f40f 145 84| 7| 82| .79} 100] 95| Valueline IRelative PIE Ratio 90
the symbol NWE in May of 2008. - | 34% | 38% | 4% | 5% | 57% | 49% | 45% | 42% | 3% SUERS  |aygAnniDivdYield | 45%
CAPITAL STRUCTURE as of 12/31113 1030.0 | 11658 | 11327 | 12001 | 12608 | 14410 | 11907 [ 1147.3 | 1070.3 [ 11545 | 1220 1260 |Rovenues ($mil) 1400
Total Debt $1327.6 mil. Due In 5 Yrs $355.2mil. | 414 | 615( 492| 532| o676 784 | 774 | 926 837] 940 05| 110 |NetProfit (Smilf 120
{-Tchggé$91:1ﬁ|5~2;"l':!‘;m'aﬁ;g:f;“$‘°‘1-4"“"- - | 385% | 40.3% | 37.8% | 37.3% | 17.2% | 250% | 98% | 0.6% | 13.2% | 15.0% | 16.5% |Income Tax Rate 7.0%
({T-mréstea;negzz_7x) - 20% | 21% | 33% | 28% | 23% | 7.2% | 22.7% | 54% | 152% | 14.4% | 14.0% | 14.0% |AFUDC %to NetProfit | 4.0%
51.8% | 43.3% | 49.8% | 50.1% | 46.8% | 564% | 57.2% | 522% | 53.8% | 53.5% | 520% | 48.0% |Long-Term DebtRatlo | 42.5%

Leases, Uncapitalized Annual rentals $1.7 mil~ | 48.2% | §5.7% | 50.1% [ 49.9% | 53.2% | 43.6% | 42.8% | 47.8% | 46.2% | 46.5% | 48.0% | 52.0% |Common Equity Ratio | 57.5%
Penslon Assets-12/13 $516.4 m(];]l;lig ss67.omu, | 1720 | 18240 | 1622 | 16484 14343 1803.9 [ 19164 | 1767.1 | 2020.7 | 2216.7 | 2270 2165 |Total Capital (Sl 2200
- $567.9mill. | 13701 | 1400.2 | 14019 | 1770.9 | 18307 | 1964.1 | 21180 {2213.3 | 2435.6 | 26901 | 2040 | 2985 |Net Plant ($mill 25

Pid Stock None 57% | 70% | 5.2% | 50% | 70% | 60% | 60% | 71% | 55% | 65% | 60% | 6.5% |ReturonTotal Gapl | 6.6%
Common Stock 38,767,473 shs, 58% | 83% | 66% | 65% | 8.9% | 9.3% | 94% [108% | 9.0% | 9.1% | 8.5% ] 9.5% |Return on Shr. Equity 9.5%
as of 21414 58% | 8% | 66% | 65% | 89% | 93% | 94% | 108% | 90% | 9% | 9.6%{ 95% |Returnon Com Equity B| 9.5%

58% | 38% | %] 7% | 23% | 2% | 35% | 47%

ELECTRIC OPERATING S;AT!STICS

--| 58% | 90% | 89% | T74% | 66% | 63% | 56%

32% | 35% | 4.0% | 4.0% |Retalned to ComEq 3.5%

85% | 61% | 60%| 60% |AllDivids to NetProf 62%

BUSINESS: NorthWestern Corporafion (doing business as North-
Western Energy) supplies electriclty & gas In the Upper Midwest
and Norihwest, serving 407,000 electric customers in Montana and
‘South Dakota and 272,000 gas customers In Montana (83% of
gross margin), South Dakola (16%), and Nebraska (2%). Electric
revenue breakdown: residential, 41%; commerclal, 50%; industrial,

5%; other, 4%. Generating sources are not provided by company,

Fuel costs: 42% of revenues. "13 reported depreciation rate: 3.2%.

Has 1,500 employees. Chalrman; Dr, E, Linn Draper Jr. President &

CEO: Robert C. Rowe, Incorporated: Delaware. Address: 3010 .
West 69th Street, Sioux Falls, South Dakota 57108, Telephone:

605-978-2900. Internet: www.northwestemenergy.com,

NorthWestern is awaiting regulatory

011 2012 2013
% Change Refal Sales (KWH) +2.3 £ 413
Ay, Indust, Use (MWH] 39347 38865 38408
Avg. Idust, Revs, mr WH f) NA NA NA
Capachy al Peak (M) NA NA NA
Peak Load, Winler (8 2044 2108 2056
Anat Load Faclor {4 NA NA NA
% Change Cuslomars (yr-end) +.6 +8 1
Flved Charge Cov. (%) 237 M0 it
ANNUAL RATES Past Past Est'd "11-13

of change {persh) 10 Yrs, 5Yrs,  lo'7M9
. | Revenues -- -15% 3.0%
“Cash Flow" -~ 65% 48%
Eamings -~ 10.0% 3.5%
Dividends -~ 3.0% 4.5%
Book Value -~ 35% 4.0%

rulings on its intended purchase of
hydro assets in Montana. The utility
wants to increase the proportion of its
power that comes from owned generating
assets, so it would pay $900 million for
633 megawatts of capacity. NorthWestern

Cal- | QUARTERLY REVENUES (enlll) | Full
endar [Mar31 Jun30 Sep.30 Decdi] Year

plans to finance the transaction with up to
$500 million of debt and up to $400 million

2011 13383 2518 2440 2832 (11173
2012 | 3091 2446 2358 2808 [1070.3
2013 | 3130 2602 2622 3191 11545
2014 13697 270 265 3153 11220
2015 [365 285 280 330 |1260

of common equity. The purchase requires
the approval of the Montana Public Ser-
vice Commission and the Federal Energy
Regulatory Commission (FERC). It would
likely close in the second half of 2014 and

Gal- " EARNINGS PER SHARE A Full
endar |Mar31 Jun.30 Sep.30 Dec.31| Year

would be accretive to earnings in the first
full year. So far, the local reaction has

201 89 30 41 93| 283
012 88 31 30 78 226
2013 [ 101 37 40 88 | 246
2014 [ 147 31 36 8| 265
2015 | 1.05 38 44 88| 275

been favorable, but this doesn’t mean that
approval is guaranteed. We will not reflect
the deal in our estimates and projections
until after it has been approved.

The utility received an unfavorable

Cal- | QUARTERLYDIVIDENDS PAIDExt | Fy
endar |Mar31 Jun.30 Sep.30 Decdt| Year

ruling from FERC in a separate regu-
latory matter. FERC affirmed a decision

2010 T .7 S R B A K

from an administrative law judge that just
4% of a plant that went on line in early

users.) The ALJ's ruling forced North-
Western to take a $0.12-a-share charge in
the third quarter of 2012, which we in-
cluded in our earnings presentation, to
write down the plant, NorthWestern is de-
termining whether an additional charge is
needed. It may ask FERC for a rehearing,
We expect earnings to improve this
year and next. In 2014, NorthWestern
should benefit from a full year’s effect of a
gas rate hike and an asset acquisition that
occurred in 2013. Growth in the company's
service territory should help each year,
Note that management’s 2014 share-
earnings guidance of $2.60-$2.75 is based
on normal weather (the winter was colder
than normal) and excludes the costs asso:
clated with the aforementioned hydro as-
set deal (which we are including).

The dividend increase in the first pe-
riod was better than we expected. For
the first time since 2011, the board raised
the quarterly payout by $0.02 a share
(5.3%). The yield is slightly below the utili-
ty average. With the recent price near the

58212 gg gg g? gg Hg 2011 be allocated to wholesale customers. upper end of our 2017-2019 Target Price

2013 | 38 38 38 28| 452| The company believes this should be 20%. Range, total return potential is low.

2014 | 4o (The majority is allocated to Montana Paul E. Debbas, CFA .May 2, 2014
(A) Diluted EPS, Excl. gain {loss) on disc. ops.: | paid in lale Mar., June, Sept, & Dec. m Divid re- | cost. Rate allowed on com. eq, in MT in 11| Company's Financlal Strength B+
05, (B¢); '08, 1¢; nonrec. gain! '12, 39¢ net. | investment plan avail. + Shareholder Invest- | (elec.): 10.25%; in *13 (gas): 9.8%; In SD in Stocr()'s Price Stability 100
*12 EPS don't add due to rounding. Next earn- | ment plan avall, (C) Incl, defd charges, In *13: | "11: none spec.; in NE In '07: 10.4%; eamed on | Price Growth Persistence 70
Ings report due late July. (B) Div'ds historically | $17.34/sh, (D) In mill. {E) Rate base: Net orig. | avg. com. eq., "13; 8.6%, Regul. Climate: Avg. | Earmnings Predictability 95
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meness 3 wsn | D] 23] A 52T 3] 3] 'Sh| 8| | &S| B4 89| %5 Tt e g
SAFETY 2 Risd705 | LEGENDS
4 T o o el e 8
TECHNICAL & Lowered 83014 | R e Spengh 0
BETA .85 (1.00=Market) 2for1 gp\l/u N3 Z-for= £
[~ 2077-19 PROJECTIONS. | “Shaded are indeates 10
Ann'l Total Lputfolpee
Price  Galn  Retum ——AaaT e — 30
High 50 (+35°/. 10% mi=gid 5
Low 40 (+10% 5% m"‘irr‘k 20
‘Inslder Decisions . 15
JASOND JFM| o el
to 040000000 1 vyt 10
oposs 00000000 0| [l 75
osll_05000001 2 . %TOT, RETURN 514 |
Instlmtiona:sDe::i;;;;ns1 " el Lo | e, TR R A A [ Jus v
by e w18 Parcont f ty. 103 194 [
toSel 131 158 156 | fraded 3 3y 653 437 [
| Hids{on) 113615 115971 115045 { 5y 2315 1619
1998 [ 19992000 | 2001 | 2002 [ 2003 | 2004 | 2005 | 2006 (2007 2008 {2009 {2010 {2011 |2012 [2013 2014 | 2015 | ©VALUELIKEPUB.LLC[47-19
10.01| 1395| 2147 2040| 19261 2162 27.37| 3283 | 21.96| 2068 | 20.77 | 1479 [ 19.04 | 19.96 | 1858 1445| 1250 12.70 {Revenues persh 14.50
1950 203| 207 484 187 182 187 194] 223 238 240 269 | 301, 331 | 369| 346{ 340 3.50 |"CashFlow" persh 425
1.02 87 95 65 Jq2 87 B9 921 128 132) 126 133 | 150} 473 |  179| 1941 2057 210 |Earnings persh A 250
87 87 87 67 67 87 87 87 87 88 J0 Nl 13 76 80 85 93|  1.03 [Div'd Decl'd pershB = 1.35
031 1161 118] 144 149 1.04| 15| 165 267| 304 401 437 | 436| 648( 585 499 300 200|Cap’lSpendingpersh | 175
646| 6551 683 667| 62r| 687 714{ 7581 B879( 90481 1044 | 1052 | 1173 | 1306 [ 1400 | 1530} 16.40| 17.45 |Book Value persh ¢ 21.00
161,60 | 165.73 |- 155.84 | 155,98 | 157.00 | 174.80 | 180.00 | 181.20 | 182.40 | 183.60 | 187.00 | 194.00 | 195.20 | 196.20 | 197.60 | 198.50 | 200.00 | 201,00 |Common Shs Outst'g © | 204.00
1831 2377 06] 74| W3 18] 4T} He[ 17| 18] 24| 08| 133 44| 152] 177 sowsfigfresare |Avg AnnIPIE Ratlo 5.0
89 B8 68 89 J7 87 4 79 74 73 N Jq2 85 .80 87] 100 Valueline |Refative P/E Ratio 115
49%) 57%| 68% | 59% | 66% | 65% | 53% | 49% | 40% | 38% | 45% | 50% | 37% | 3% | 29%| 25% | ="P  AvgAnniDivdYield | 2.0%
CAPITAL STRUCTURE as of 3/31/14 4926.6 | 5948.2 | 4005.6 | 3797.6 | 4070.7 | 28697 | 37169 | 39158 { 3671.2 ) 2867.7 | 2500 2550 |Revenues ($mil} 2950
Total Debt $3027.2 mill. Due in 5 Yrs $963.4 mill. | 157.0 | 1664 | 2064 | 2442 | 2314 | 2583 | 2053 | 3426 | 3550] 3676] 440 ( 425 |Net Profit ($mill) 520
LJTI;B"’*$2[549-4';"}1-9LT'"*WW“S-" mil 346% [ 30:2% | 348% [ 32.3% | 304% | 31.7% | 34.9% | 30.7% | 26.0% | 249% | 92.6% | 325% |Income Tax Rate 5%
(LT intorost earred: 4.5) 1% ] 1% | 30% | 16% | 17% | 9% | 57% | 90% | 27%| 26%| 40%| 20% |AFUDC%toNetProfit | 20%
Leases, Uncapitalized Annual rentals $6.7 mill. 526% | 495% | 456% | 44.4% | 53.3% | 50.6% | 50.8% | 51.6% | 50.7% | 43.4% | 44.0% | 42.0% |Long-Term DehtRatio | 41.5%

474% | 605% | 54.4% | 55.6% | 46.7% { 49.4% | 49.2% | 484% | 49.3% | 569% | 56.0% | 58.0% |Common Equity Ratlo | 58.5%
Penslon Assets-12/13 $654.9 mill, 2700.7 | 21266 | 29501 | 30255 | 4058.6 | 4129.7 | 46525 | 53004 | 5615.8 | 5337.2 | 5625 | 6060 |Total Capital ($mill) 7276
prd Stock Nane Oblig. $658.1 mil. | 26910 | 3567.4 | 3867.5 | 42463 | 52408 | 59446 | 64644 | 7474.0 | 83448 | 66728 | 7000 | 7120 |Net Plant ($mil) 7300

¢ T4% | T8% | 8% | 95% | 0% | 7.9% | 7.8% | 7.8% | 7.7%| 86% | 40%| 80% [ReturnonTolalCapl | 85%
Common Stock 189,138,921 shs, 123% | 121% | 141% | 14.5% | 12.2% { 12.7% | 129% | 134% | 12.8% | 12.8% | 12.5% | 12.0% |Return on Shr. Equity 12.0%

12.3% 1 124% | 14.1% | 14.5% | 12.2% | 127% | 12.9% | 134% | 12.8% | 128% | 12.5% | 12.0% [Return on Com Equlty E| 12.0%
MARKET CAP; $7.3 billion (Large Cap) 34% | 34% 1 66% | 7% | 54% | 60% | 67% | 7.0% | 7.2% | 7.3% | 7.0%| 6.0% |Retained to ComEq 6.0%
ELECTRIC OPERATING STATISTICS % | 2% | 83% | 51% | 55% | 53% | 48% | 43% | 44% | 43% | 45% | 49% {All Divids to Net Prof 53%
%, Chaago Rotl Sees (KVH) 2,%13 2_011% "’*011? BUSINESS: OGE Energy Corp. s & holding company for Oklaho-  other, 13%. Generating sources: coal, 42%; gas, 32%; wind, 5%;
Avg.lndusLUse(MWH&( 762 7786 779 | ma Gas and Electic Company (OG&E), which supplies eleclrcity to  purchased, 21%. Fue cosfs: 50% of revenues, *13 reported
Avg lndusl.Revs.mr W {f) 537 607 544 | 810,000 customers in Oklahoma (88% of electric revenues) and  depreciation rate (utility): 2.8%. Has 3,300 employees, Chalrman,

ot Pesk mg mg ss"4'1\ westem Arkansas (9%); wholesale Is (3%). Owns 26.7% of Enable  President & CEQ: Peter B, Delaney. Inc.: Oklahoma, Address: 321
Zﬁﬁﬁaﬁm@?«"’“&( ) 522 518 NA | Midstream Pariners, Acquired Transok 6/89. Eleclric revenue North Harvey, P.O. Box 321, Oklahoma Cly, Oklahoma 73101-
%Change(:us!omerseymnd) +.8  +#14  +1.1 | breakdown: residential, 42%; commercial, 26%; Indusirial, 19%; 0321. Tel.: 405-553-3000, Internet: www.oge.com,

OGE Energy and CenterPoint Energy parison will be tough. We expect OGE's in-
meﬁw?:is Past “Z’ast 4;;. n ,1:5173 had an initial public offering in April vestment in Enable to produce most of the
ofchange(persh) . 10¥is.  5Yrs, to7wg | for their Enable Midstream Partners profit growth. Our estimate remains $2.10
Revenues - 45% 4.0% NMF | master limited partnership, OGE's in- a share,

;’ECas,h Flow" g-g:? gg“’,//o %%ﬁﬁ vestment in Enable contributed $0.15 to The utility will have to undertake
LR 20% a0% go% | share net in the first quarter, well above major environmental spending. The
Book Valus 80% 85% 70% | $0.06 from Enogex (its former subsidiary) Environmental Protection Agency ordered
cal- | QUARTERLYREVENUES (s mil) | Fun | 2, 382F earlier. Enable also contributed OG&E to install pollution-control equip-
ender |Mardt Jun30 Sep.30 Decadd | Year $32.5 million to cash flow from operations ment on some coal-fired facilities. The util-
201 [8405 9781 12121 8852 [39150 in the period. The units (NYSE: ENBL) ity's preliminary plan calls for it to scrub
2012 | 8407 8550 11134 8624 36712 have fare_d wel.l in their brief trading his- two units, convert two others to run on
2013 | 9014 7342 7932 5089 {28677 | tory, having risen more than 20% from gas, and replace older gas-fired peaking
2014 | 5604 6646 750 525 2500 | their IPO price, The offering cut OGE's units with new, more-efficient facilities.
2015 | 550 675 775 550 2550 | stake in Enable from 28.5% to 26.7%. This would cost an estimated $1.1 billion.
Cal- EARNINGS PER SHARE A Full In 2014, OGE will .likely post higher OG&E plans to ask for recovery of this
endar |Mar31 Jun30 Sep30 Decdt| Year earnings for the ‘su(th-stralght year. spending via riders on customers’ bills.

2011 B B .00 8 | 173 The increased contribution from Enable is OGE stock has one of the lowest divi-
21 9 47 a4 19 | 79| ome fact’or. In addition, Oklahoma Gas and dend yields of any electric utility
o3| 42 48 408 99 | 1o4| Electric's service area’s economy is equity. The payout ratio is also below the
2014 | 25 56 110 .20 | 205] healthy, and the utility is experiencing industry average. The company is cog-
2015 1 .20 55 145 .20 | 210} above-average customer growth. We have nizant of its low payout ratio, and will
Cal- | QUARTERLYDIVIDENDSPAIDB= | pyy raised our earnings estimate by $0.05 a likely step up its dividend growth over the
endar |Mar31 Jun30 Sep.30 Dec31| Year | Share, to $2.05, because March-quarter 3- to 5-year period, We think healthy prof-
2010 | 18125 18125 18125 18125 .73 profits were better than we expected. Qur it and dividend growth will produce a de-
011 | 1875 4875 875 875 | 75 revised estimate remains within manage- cent total return (compared with most util-
2012 | 10625 19825 19625 {gp2s| .79 | ment’s targeted range of $1.94-$2.06. ities) over that time frame. In fact, our
2013 | 20875 20875 20875 20875 .84 | We forecast a more modest earnings projections might well prove conservative.
2014 1025 995 increase in 2015, The first-quarter com- Paul E. Debbas, CFA June 20, 2014

{A) Diluted EPS, Excl. nonrecurring losses: '02, | due early Aug. (B) Div'ds historically paid in
20¢; °03, 7¢; '04, 3¢; gains on discontinued op- | late Jan., Apr,, July, & Oct. = Div'd reinvest-
ment plan available. (C) Incl. deferred charges, | Arkansas in *{1: 8,95%; eamed on avg, com,
eq,, "13: 13.2%. Regulatory Climate: Average,

eraions:

don't add due fo rounding. Next earnings report | In '43: $1.91/sh. (D) In millions, adj. for split.

: 102, B¢ '05, 26¢; ‘06, 20¢. 13 EPS
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REGENT PE Tralling: 18.9 ) RELATIVE DIVD 1]
OTTERTAILCORP.xoore [ 20.54 [ 16.9 Galet)sems 0.0 41% T |
289 5 320] 319 394| 462 254 254 235 263| 819 317
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03 43 foaod ot .
by mg msa mgg Shes 8 B Y P (X e oss 7 [
 Hieoy_11985 1iods 12138 | "0 37 " By 944 1619
1998 [ 1999 [ 2000 [ 2001 | 2002 [ 2003 | 2004 | 2005 {2006 | 2007 (2008 {2009 (2010 ;2011 {2012 {2013 | 2014 [2015 [ ©VALUELINEPUB.LLCI17-19

1914 | 1048 | 2345| 2653 | 27.75| 2028 3045 | 3559 | 3743 | 4150 | 37.06 | 20.03 | 3108 | 2986 | 2376 | 24.83 | 2540| 25.65 [Revenues persh 33.15
2750 281| 32| 340 3447 9330 288 335 330 355 281] 276| 260 236 27| 303 350 70 }"CashFlow" persh 475
1291 145| 160 168 179} 151] 150( 478 169{ 178 1.09 N 38 451 1051 137 175 1.5 |Eamings persh A 230
98 99| 102! 104 106f 108 100 442{ 498 47| 49 149 | 149 149} 18] 119| 1.21] 1.23 Div'd Decl'd persh Bw 1.30
123 137| 185] 247| 285 187| 172| 20d4| 235 543| 751 495| 238| 204 | 320 453| 525 435 CaplSpending persh 3.15
047| 1030 10.87{ 11.33] 1225| 12.98{ 14.81| 1580 | 1667 1755 | 1944 | 1878 | 17.57 | 1583 | 1443 1474 | 1670 16.30 {Book Value persh € 18.15
23761 23.85| 23.85| 24.65 | 2559 | 25.2| 20.08| 2940 | 2052 | 29.65 | 3538 | 3581 [ 36.00 | 36.10 | 36.47] 3627 | 37.00] 38.00 |Common Shs Outstg O | 40,00
WA 1381 135[ 164 10| 178 13| 54| 73| 160 0I] 2| BA| 475 207| 211 soni figyres ars |Avg Ann'l PIE Ratio 150
15 79 88 .84 87 1 8t 82 93| 10t 181| 208| 351 | 208| 138| (19| Valeline |Rglative P/E Ratio 95
52% | 49%| 47%| 38% | 37% | 40%| 42% | 41% | 39% | 38% | 36% | 54% | 57% | 56% | 52% | 41% | P iAvgAan'iDivdYield | 3.8%
CAPITAL STRUCTURE as of 3/31/14 882.3 | 10464 | 1105.0 | 1238.9 | 1311.2 | 10305 | 11194 {10778 | 8502 8933 | 9401 675 |Revenues ($mill) 1325
Total Debt $510.7 mill. Due in 5 Yrs $98.0 mill 4001 529 508| 540( 851 260 1361 164 | 300| 502 6501 70.0 [NetProfit ($mill) 90.0
LTDebt$4S8.6 mil. LT intorestS26.0mik. o085 | 306% | S40% [ 341% [00% | -~ | -~ | T5% | 52% [ 21.3% | 0% | 250% [lncome Tak Ralo 0%
(LT interest eamed: 3.7) 24% | 17% | 19% | 42% | 64% | 40% | &% | 38% | 17%| 38% | 304 | 40% |AFUDC %toNetProfit | 5.0%
Leases, Uncapitalized Annual rentals $8 mill, 37.1% | 350% [ 33.5% | 38.9% | 32.9% | 38.8% | 40.2% | 44.6% | 44.0% | 42.4% | 48.5% | 49.0% [Long-Term DebtRatio | 49.0%
Pension Assets-12/13 $213.6 mil. Oblig. $254.0 | 60.7% | 62.9% | 64.5% | 50.4% | 65.6% | 59.8% | 58.4% | 54.0% | 64.4% | 57.9% | 81.5% | 51.0% |Common Equity Ratlo | 51.0%
mill 7065 | 7382 7630 | 8821 [ 10325 | 11244 | 10833 (10589 ; 959.2| 9244 | 1130 1220 |Total Capital ($mil) 1425
Ptd Stock Nane . 6821 | 697.1| 7186 | 8540 | 10376 | 10986 | 11087 | 10775 | 10495 | 11670 | 1225 | 1300 [Net Plant {$mill 1525
6.8% ] 83% | 77% | 72% | 43% | 34% } 27% { 32% | 57% | 66% | 7.0% | 7.0% [ReturnonTotal Cap'l 7.5%
Common Stack 36,471,911 she. 0.0% | 14.0% | 100% | 100% | 51% | 38% | 2% | 28% | 7.3% | 4% | 11.0% | 11.5% [Retum on Shr. Equity® | 12.5%
MARKET CAP: $1.1 billion (Mid Cap) 9.1% | 14.2% [ 102% | 102% | 54% | 3.8% | 20% { 27% | 7.3% | 94% | 11.0% | 14.6% [Returnon Com Equlty | 12.5%
25% | 42% 1 33% | 35% | NMF | NMF ] NMF | NMF | NMF| 12% ) 35%| 3.5% [Retained to Com Eq 5.0%
ELECTRICOPERATINGSEAOWTICSO12 2013 | 73% | 63% | 68% | ©66% | 108% | NMF | NMF | NMF | 113% | 87% | 70%| 668% [All Div'dsto NetProf 59%
““““%{‘ﬁ@fﬁkwm W0 kb *%3 IBUSINESS; Otter Tall Corporation 1s e parent of Olter Tall Power _ siruolion, and plastis. 2013 depr, rale: 3.2%, Has 2,336 employ-
v Indust Revs.mr Mg NA NA NA | Company, which supplies electricity to over 430,000 customers In  ees. Off, and dir. own 1.4% of common stack; Cascade Investment,
Peak ) na W4 A | Minnesola (48% of retall elec, revs.), Norh Dakola (43%), and ~ LLC, 9.6% Venguard Group, Inc., 6.6% BlackRock, Inc., 5.7%
e e NA~ A NA | south Dakola (3%). Electic rev. breakdown, “13: residentia, 33%; (2114 Proxy). CEO: Edward Melntyre. Inc.: MN. Address: 215 South
9% Change Cuslomas {r-end) NA NA NA | commercial & farms, 37%; Industrial, 23%; olher, 7%. Fue! costs: Cascade St, P.O, Box 496, Fergus Falls, Minnesota 56538-0496,
13.8% of revenues. Also has operations In manufacturing, con-  Telephone: 866-410-8780. Infernet: www.ottertall.com.
FedChitg Gt () 146 m, ,3{,59 Otter Tail reported favorable a per- which ought to deliver more-predictable
Qfm%'zpm};fs 1';%?: ;?fst Esfod.,;}.,';s formance for the March quarter. Reve- performance. The utility should continue
Revegues 0% -60% 4.0% |nues advanced around 10%, on a year- to benefit from a healthy operating envi-
“Cash Flow" -2, 5‘;A> -55% 100% | over-year basis. Otter Tail Power Compa- ronment in the coming years. Meanwhile,
Eamings 9% -185% 185% | ny benefited from an increase in fuel the Plastics business should further capi-
Book Value a5% 4.0% 30% | clause adjustment revenues and fuel and talize on demand for polyvinyl chloride
QUARTERLY REVENUES (s mil) — purchased power costs recovered in base pipe. Elsewhere, we expect solid improve-
C:l- Martd Jun30 Sep.ad DecH 5:;{_ rates. Revenue growth at the utility was ment from the Manufacturing business.
endar p. also the result of a prolonged, colder-than- Subsidiary BTD is benefiting from greater
%grz %‘}g; g‘ﬁg g?‘gg %?g% 1%793 normal winter, and greater sales to sales to manufacturers of recreational
903 o180 2124 2298 2334 | 8933 residential and commercial customers due equipment. Moreover, efforts to control op-
a0 12405 225 245 2345 | adp | to improved economic conditions and cus- erating expenses ought to support the bot-
905 |245 235 250 245 | 975 | tomer growth in its service territory. tom line. Overall, we look for moderate
EARNINGS PER SHARE A rall Meanwhile, both the Manufacturing and top-line growth and an impressive share-
aggla;r Mar31 Jun30 Sep30 Dec Y:ar Plastics businesses posted greater reve- earnings advance for the company in full-
20 1 m 1 n 2'0 00 45| nues, though earnings declined at these year 2014. We envision further improve-
2 | 98 49 13 47| 108 units, owing to higher costs. Overall, top- ment from 2015 onward.
a3 | M o 4 3| 1w line growth outpaced that of operating ex- This stock is ranked to outperform
044 | 58 50 45 4t 475 genses, and share earnings came in at the broader market averages for the
15 | 55 35 .60 45 | 185) $0.59, a strong improvement over the coming six to 12 months. Moreover,
Cal- | QUARTERLY DIVIDENDS PADE = | pun prior-year tally. income-seeking accounts may find the
enge;r Mar3! Jun30 Sep30 Decdt| Year Solid results ought to continue in the healthy dividend yield attractive. That
Mard_Jun.sy oep.sl DeC. coming quarters. Initiatives to restruc- said, appreciation potential is nothing to
§010 ggg ggg ggg %gg Hg ture operations should continue to pay off write home about from the recent quota-
28}% '288 508 098 208 | 119 going forward. Several important divesti- tion, which means that investors with a
2013 | 208 208 298 208 | 14g| tures in recent years have allowed the long time horizon should look for more-
2014 | 303 303 company to reduce its risk profile and in- attractive choices elsewhere.

) crease focus on its core electric business, Michael Napoli, CFA June 20, 2014
sA) Diluted earnings. Excl. nonrecumng gains [ ($1.22). Eamings may not sum due to round- | plan avail. }C) Incl. Inlangibles In13: $52.3 Company's Financial Strength B+
losses): '98, 7¢; ‘89, 34¢; *10, (44¢); 11, 26¢; |ing. Next eamings report due early August. mill,, $1.44/sh. (D} In mill, Stock’s Price Stability 90

(B Regulatory Climate: MN ND, Average; SD, | Price Growth Persistence 20

Above Average.

Eamings Predictability 50
To subscribe call 1-800-833-0046.
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RECENT PIE Tralllng: 23,0 | RELATIVE DIVD 0/
PEPCO HOLDINGS NYSE.rom PRICE 27.57 RATIO 22.1 Median; 15.0 /| PIE RATIO 1.23 Yib 3-9 Om:
mieuness ~ sscons | Uon] 2] 3T ST Z0T 7] 28] fon | 1eR] | ] ] e T s g
SAFETY 3 Lowered 63 _LEGENDS s s Ny
TECHMICAL  — Suspended 5114 | gg}g‘%‘,‘e" ﬁ'é‘éegue,z?}]‘* |~ i
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—2077-19 PROJEGTIONS  |-=raded area & EPUN S A 32
Anp'l Total e’ hd 24
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3 aldl)
T s o Porcent 32 T N 1y, 262 229 [
fo Sel 120 145 138 | yraded 10 Iy 640 40.2
Hid's{00) 148665 147409 144455 T { 5y, 2020 1758
Pepco Holdings, Inc. (PHI) was formed on | 2004 | 2005 | 2006 | 2007 | 2068 | 2009 |2010 |2011 |2012 {2013 | 2014 {2015 | ©VALUELINEPUB.LLC*7-19
August 1, 2002, upon the merger of Poto-| 38.35| 4249 | 4357 | 4671 | 48.88 | 41.66 | 3127 | 2602 | 2208 | 1864 | 19.85| 21.25 |Revenues persh 2540
mac Electric Power Co. (PEPCO) and Con-{ 371| 367| 347| 330 355 282| 297 300 32| 301| 325] 3.45|“CashFlow” persh 375
ectiv. In the $2.2 billion deal, PEPCO com-| 146 149 133 | 153| 193] 106 124 | 114 | 124| 144 125] 145 Earningspersh A 1.75
mon stockholders received one common| .00 100| 104| 104 108| 08| 108 ] 108| 108]| 108 1.08] 1.08|Div'dDecl'd persh B | 1.08
share in PHI for each oftheir shares, and [ 275 | 246 | 247 | 311 | 357 | 389 [ 356 | 414 | 525| 523| 520| 5.20 |Cap'tSpending persh 400
Conectiv investors exchanged each of their[ 17.67 | 1888 | 1882 2004 | 19.44 | 1945 { 1879 | 19.06 | 19.33 | 17.24| 19.45| 20.10 |Book Value persh® 21.90
common shares for $25 worth of PH! stock [ 18833 | 189.82 [ 191.93 | 20051 | 218.91 | 222.27 | 225.08 | 227,50 | 23002 | 250.32 | 252,00 | 254,00 |Common Shs Outstg ® | 260.00
and cash, prorated 50/50. 1361 149 181} 182] 22| 137 140} 167 ] 156 17.5| Bold figyres are |Avg Ann'l PJE Ratlo 14.0
12 19 98 7 RE) 91 B3] 106 99 88| \Valuelline  |Relative P/E Ratio 90
50% ] 45% | 43% | 37% | 46% | 74% | 62% | 57% | 56% L 54% | P |Avg Aol Divd Yield 4.9%
CAPITAL STRUCTURE as of 12/31/13 7221,8 | 80655 | 6362.9 | 93664 | 10700 [ 9258.0 |7039.0 |5920.0 | 50810 | 4668.0 | 5000 | 5400 |Revenues ($mili) 6600
Total Debt $5064 mill. Due In 5 Yrs $1612 mill, 26131 27174 | 2544 | 2965 | 4000 [ 2360 | 2760 | 257.0 | 28501 2800 | 815| 370 [Net Profit ($mitl) 455
LT Debt $4053mil. ~ LT Interest $260mil. 3579 35,8% | 30.1% | 30.3% | 29.6% | 31.0% | 16.8% | 37.2% | 364% | 35.3% | 35.0% | 350% [Income Tax Rate ®.0%
(LT interest eamed: 3.7x) el el | el el e ol 0% | 74| 64% | 60%| 5.0% |AFUDC % toNetProfit | 40%
Pension Assets-12/13 $2,0 bill, Oblig. $2.2 bill 50.7% | 57.1% | 54.6% | 54.1% | 56.2% | 53.8% |49.0% [49.1% | 47.3% | 484% | 47.5% | 47.5% {Long-TermDebtRatlo | 49.5%
30.6% | 42.3% | 45.1% | 45.9% | 43.8% ; 46.2% | 51.0% | 50.9% | 52.7% | 51.6% | 52.5% | 525% |Common Equity Ratlo 50.5%
Pfd Stock None 8494.0 | 8469.3 | 8004.0 | 87530 | 9568.0 | 9203.0 | 8292.0 | 85160 | 6432.0 | 866B.O | 9300 | 9700 | Total Capital ($mill 11500
7088.0 | 7312,0 | 7576.6 | 7876.7 | 8314.0 | 8863,0 | 7673.0 | 8220.0 | 8846.0 | 97040 | 10000 | 10500 | Net Plant ($mill) 12000
50%( 50% | 54% | 51% | 58% | 45% | 51% | 45% | 49% | 49% | 45%| 50% |Returnon Total Cap'l 5.5%
Gommen Stock 250,617,109 shs. T6% | T6%| 70% | 7% | 95% | 56% | 65% | 5% | 64%| 65%| 65%| 7.8% [RetumonShrEquty | 80%
T7% | 7% | 7.0% 4 74% | 95% | 55% | 65% | 59% | 64% | 65% | 6.5% | 7.5% |ReturnonCom EquityE | 8.0%
MARKET CAP: $6.9 billion (Large Cap) 25% | 24% | 158% | 23% | 42% | NMF | 8% | 3% 8% | 2%| .5%| 1.5% |Retained to ComEq 25%
ELECTRIC OPERATING STATISTICS 68% { 69% | 78% | 68% | 56% | 101% | 87% | 95% | 7% | 96% | 90% | 77% |AUDIv'ds to Net Prof - 69%
%4 hanga Rel Seles (WH) 20213 20N1§ ZON? BUSINESS: Pepco Holdings, Inc. consists malnly of three electic pine Corp. Eleciralty customers: 1.8 million; gas cusfomers:
Avg, ResulTUse (WK 10836 10451 10405 | ulitty subsidlarles: Potomac Electric Power Co., serving Washing- 125,000, Eleciriclty breakdown: residentlal, 40%; commerclal, 41%;
Avg. Resd1 Rets, m NA NA NA | ton, D.C. and adjoining areas of Maryland; Delmarva Power, which - other, 19%. 2013 depreciation rate: 2.6%. Has approximately 5,025
Gapeclyat Peak lﬁw NA M M serves the peninsula area of Delaware, Maryland and Virginia; and  employees as of 12/31/12. Chrmn., Pres. & CEO: Joseph M. Rigby.
Poa Lo Yot N RA NA I Atentic Clty Electric, serving southem New Jersey. In July 2010, Inc.: DE. Address: 701 Ninth Sreet, N.W., Wash, D.C. 20068. Tel-
% Change 0usiomofs8ywnd) +.7 +.3 +.6 | Pepco sold competitive energy business (Conectiv Energy) o Cal-  ephone.: 202-872-2000, Internet: www.pepcohaldings.com.
Fied Charga Co. ) 951 263 246 | Exelon Corporation announced its de- part of its earnings from regulated trans-

ANNUAL RATES  Past

Past Est'd 1113

cision to acquire Pepco Holdings for
$27.25 a share in cash. That represented
a 20% premium over the previous closing
price, though rumors of a takeout were al-
ready pushing up the price of POM stock
by then. The deal is subject to regulatory

approval by the Federal Energy Regu-
latory Commission, and public service

commissions in New Jersey, Maryland,
Delaware, Virginia, and the District of
Columbia, Additionally, it will require the
approval of the stockholders of Pepco
Holdings. Exelon plans to file these ap-

plications by the end of June and the
transaction is expected to be completed by

third quarter of 2015.

Our first thoughts on the acquisition:
The deal will create the largest franchise
in the Mid-Atlantic region with approxi-
mately 10 million customers. Considering

that this is an all-cash deal, it is particu-
larly beneficial to the shareholders of

ofchanga {persh)  10Yes,  5¥rs.  to{7M5
Revenues 5% -135%  -5%
“Cash Flow” 25% -2.0% 3.0%
Earnings 0% -6.0% 565%
Dividends 8.5%  0.5% 1.6%
Book Value 0.5% +1.0% 20%
Cat- | QUARTERLY REVENUES {§ mlli) Full
endar Mar3d Jun.30 Sep.30 Dec.31 | Year
2011 |1634 1409 1643 1234 | 8920.0
2012 ({1202 1179 1476 1134 | 60810
2013 (1178 1053 1344 1091 4666.0
2014 {1330 1100 1370 9200 | 5000
2015 [1350- 1200 1500 1350 | 5400
cal- EARNINGS PER SHARE AF Eull
endar Mar31 Jun30 Sep.30 Dec.31{ Year
2019 28 42 3B 09| 14
2012 | .30 27 49 A8 14
2013 24 22 44 241 144
2014 30 25 50 20 125
2015 | 30 .30 55 .30 | 145
Cal- | QUARTERLY DIVIDENDSPAIDBw | Fyp
endar Mar31 Jun.30 Sep.30 Decdi| Year
2010 | 21 27 2 27 1.08
20 |21 27 27 27 1.08
012 | 21 & 2 27 1.08
2013 | 21 27 21 27 1.08
2014 | 27

Pepco Holdings. Exelon's cash offer of
$27.25 a share was the highest price the
stock had seen since before 2008, In addi-
tion, the equity had been slumping for
months. Since Pepco generates the greater

mission and distribution, and does not own
any power plants, the union with Exelon
should have no ramifications for the power
market.

The company does not plan to file any
new cases., Pepco Holdings will not be
able to file any additional rate cases with-
out the approval of Exelon, but it will con-
tinue to pursue the rate cases that are
filed and currently pending.

Meanwhile, it was a good start to the
year for Pepco Holdings. Sales of
$1,330 million and share earnings of
$0.30 for the quarter were above our es-
timates of $1,250 milllon and $0.25,
respectively. Higher electric distribution
revenue was the main driver of sales and
earnings increases,

We have suspended the Timeliness
rank for this issue due to the impend-
ing takeover by Exelon. As a con-
sequence of the purchase announcement
the stock no longer trades on fundamen-
tals, We suggest investors ~avoid any
downside risk of the deal falling through
by selling at the current price.

{A) Based on dil. shs. Exel. nonrecur, items: | Sep., and Dec, ® Divd reinvest. plan. (cz Ingl,

103, d69¢; ‘04, 1¢; °05, 47¢; '08, d1¢; '08, 46¢; | deP'd chgs: 12, $4.8 bill. or $20.87/sh. D) In { ACE

*10, 62¢ 13, 69¢. Next egs. rpt. due early Au- [milll. (E)} Rate allowed in MD: 9.36% 213- Clim.: Avg. {F) Qlrly egs. may not add due o

gust. (B) Divids paid in early March, June, | Pepco), 10.0% (09-Delmarva); DC: 9.6%

© 2014 Value Line Publishing LLC. All rights reserved. Factual materlal is oblained from sources believed to be reliable and Is provided withoul warranties of any kind.
gPONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN, This publication s stricily for subscriber’s own, non-commercial, intemnal use, No part

of it may be reproduced, resold, stored or transmitted in any prinied, electronic or other fom, or used for generating or marketing any printed or electroric publication, senvice or protuct
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'10- § chng. in shs.

Pep.;; DEL: 10.0% (06-Del.); Nd: 9.75% (13-
; Eamed on 13 avg, com. eq., 6.5%. Reg.

Saumya Afila May 23, 2014
Company’s Financial Strength B+
Stock's Price Stability 100
Price Growth Persistence 25

Earnings Predictability
To subscribe call 1-800-833-0046.
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nonrec. loss: ‘00, $11.83.

0]
'f3 EPS don't add | 1 Shareholder investment plan avail. (C} Incl. | 5.9%. Regulatory Climate: Above Average.
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Insider Decisions I 'i i" 20
JJASOND JFI—— 16
fo 000000000 I e, v 12
Opllns 1 0 0 00000 0w P et R _
toSeh 100000000 A1 treregd et e, % TOT. RETURN 314 |8
Institutional Decisions fe el | ”I | 0 '-.' ; Jus, VL",}SEF&E

ohy - hor e S Poroent 12 1T 1k it 1y, 03 24 [
to 8 200 183 196 | yraded 4 - ik 3y, 100 464
| Hi'sioon) 24305 351109 380041 il 5y 384 2451 |
1998 [ 1999 [ 2000 | 2001 [ 2002 | 2003 | 2004 | 2005 | 2006 | 2007 {2008 {2009 | 2010 |2011 [2012 |2013 12014 | 2015 | ©VALUELINEPUB.LLC[17-18

52421 5774 | 67751 63481 32741 2505] 2647 3178 3602 | 3742 | 4051 3645 | 35.02 | 3628 | 34.92| 34.16( 34.05| 35.05 jRevenues persh 40.00

608| 715 B0y 586 144 480 57| 742 76| 802 844 837 82 808( 732| 633 665; 7.15)"CashFlow”persh 8.75
1881 2241 do21| 302 d236| 205| 2127 235| 276| 278 322| 303 282 278 207 183 220 250 {Earningspersh A 3.00
120 1200 120 - - .- --1 1231 1320 144 156 168! 182 82| 182{ 182{ 182 1.82DivdDecldpersh But| 210
423|439 454 733] 794| 408| 372| 490| 680 783 | 10.05]| 10687 962 | 9879 1074 1140 71.55] 70.80 |Cap'i Spending per sh 10.75

2108) 1940] 819| 1188 ] 47| 1012] 2062 | 19.80 | 2244 | 2418 ) 2597 | 2788 | 28.65 | 2095 | 30.35| 3141 | 3235| 33,25 |Book Value persh © 36.50

362,60 | 360,59 | 367.19 | 363.38 | 381.67 | 416.52 [ 418.62 | 368.27 | 348.14 | 353.72 | 361.06 | 370.60 | 395.23 | 412.26 | 430.72 | 458,67 | 477.00 | 485.00 [ Common Shs Outst'g © | 500.00
168] 134 .- 48 -~ 95| 138 154 1487 168 21| 30| 158 155| 207 23.7| Botd figres are |Avg Ann'l PIE Ratio 15.0
87 15 . 25 - 54 13 B2 80 89 NE) 8711 1 971 132]| 133 Vaueline  (Refativa PIE Ratlo 95

3% 4% | A% | | -] ol -] aa | 3% | 3% | 4% | 43% | 44% | 42% | 42% | 42%| T avgAnwiDwdYield | 47% |
CAPITAL STRUCTURE as of 12/31/13 11080 | 11703 | 12539 | 13237 | 14628 | 13309 | 13841 | 14956 | 15040 | 15598 | 16250 | 17000 |Revenues ($mili) 20600
Total Debt $14780 mill. Duein 5yrs $4486 mill. | 9010 | 904.0 | 10050 | 10200 | 11980 | 19680 | 14130 [ 11320 | 893.0| 828.0| 1045| 1235 |Net Profit {$mill) 1530
,Lr,Tc,";g{,%f&;‘@;"','{;“ze'aﬁ;g‘;{;:s‘$629-°m“" 365.0% | 376% | 365% | 94.6% | 26.2% | 31.1% | 33.0% | 30.3% | 239% | 245% | 25.0% | 25.5% [Income Tax Rate 0%
(LT'lnten'aslea'mefi): 2.5%) ’ 36% | 56% | 6.7% ) 94% | 95% | 11.9% | 144% | 11.2% | 17.5% | 17.9% | 15.0% | 12.0% |AFUDC % to Net Profit | 10.0%
Pension Assets-12/13 $12527 mill, 45.1% | 48.3% | 51.7% | 52.6% | 52.2% | 51.4% | 49.6% | 48.8% | 48.7% | 46.6% | 48.5% | 47.5% |Long-Term DebtRatlo | 48.5%

: Oblig. $14077 mill. | 53.2% ! 50.0% | 46.8% | 46.1% | 46.5% | 47.4% | 49.3% | 50.2% | 50.4% | 525% | 50.5% | 51.5% |[Common Equity Ratio | 51.0%

Pfd Stock $252,0 mill. Pzd Div'd $14.0 mill. 16242 | 14446 | 16606 | 18558 | 20163 | 21793 | 22863 | 24119 | 25956 | 27311 | 30450 | 31225 {Total Capital {$mill) 35800
4,634,956 she. 4.36% gg%ggglgfgg?;ggﬁgs 18989 | 19955 | 21785 | 23656 | 26261 | 28897 | 31449 | 33655 | 37523 | 41252 | 44625 | 47500 |Net Plant (§mil) - 55900
P 00t o B.00%, cumuialivo nonrodoemable | 6% | 8% | 7.6% | 7% | 78% | 67% | 65 | 59% | 47% | 42% | 45% | 50% [RetunonTotalCapl | 55%
and $25 par, 104% | 12.4% | 12.5% | 11.6% | 124% | 11.0% | 96% | 92% | 67% | 67% | 6.5% | 7.5% {Returnon Shr, Equity 8.5%
Common Stock 456,670,424 shs. 10.3% | 12.3% | 12.7% | 19.8% | 12.6% { 11.2% | 97% | 92% | 67% | 57% | 65% | 7.5% iReturnon Com Equity® | 8.5%
MARKET CAP: $20 billion {Large Cap) 103%| 77% | 68% | 6.0% | 68% | 55% | 39% | 34% | 1.0%| 2% | 1.0%| 20% |Retalnedto Com Eq 2.5%
ELECTRIC OPERATING STATISTICS 1% 3% | 4% | 60% | 47% | 52% | 61% | 63% | 85% | 96% | 83%| 72% |AlDiv'ds to Nat Prof 69%
44 Change Relad Sals (04} 01; 2&% 2(11_:5’ BUSINESS: PG&E Corporation Is a holding company for Paclfic  11%; gas, 8%; purchased, 57%. Fuel costs: 38% of revenues. '13
Hg, Ust.Use(MWlR NA NA NA | Gas and Electric Company and nonutlity subsidlaries. Sppplles reported depreciation rate (utllity): 3,5%. Has 21,200 employees.
Avg. Indusl, Revs.mf WHig) 951 847  9.28 | electiclty and gas to most of northem and cenlral Calfornia. Has ~ Chalrman, President & Chief Executive Officer: Anthony F. Earley,
Capacly al Poak w; M; M‘g 5.2 million electric and 4.4 million gas customers. Electric revenue  Jr. incorporated: Callfomia, Address: One Market, Spear Tower,
mm mn;r(& ) NME  NHF  NMF | breakdown: residential, 41%; commercial, 39%; industrial, 11%; ag-  Suite 2400, San Francisco, Calffornla 84105. Telephone; 415-267-
% Change Customers 8yy.end) +4  +5  +.3 | Mouilural, 8%; other, 1%. Generating sources: nuclear, 24%; hydro, ~ 7000. Internet: www.pgecorp.com.

PG&E’s utility subsidiary is facing We have cut our 2014 share-earnings

Tﬁ;ﬂ;ﬁ;ﬁés Past mpast 2E351t,d ,112§:3 federal criminal charges stemming estime'xte by $0.20. Even the low end of
ofchange (persh)  10Yrs,  SVrs.  to’M749 from a gas pipeline explosion in San PG&E's estimate of unrecovered pipeline-
Revenues 5% -1.5% 0% | Bruno, California in September of safety costs ($350 million-$450 million) is
“Cash Flow” 6.5% -?5"9,:5’ gg,’;a 2010. The explosion killed eigllzlt people, in- higher than we had estimated. Assuming
Eaminge 95% 58%  80% | jured dozens more, and caused extensive these costs are lower in 2015, profits
Book Value 110% 45% 3.0% propert{ damage. PG&E has already in- should improve. However, we estimate no

Cal- | QUARTERLY REVENUES (§mil) | Ful curred (or committed to spend) §2.7 billion dividend increase this year or next.
endar |Mar31 Jund0 Sep30 Dec.dt| Year for gas pipeline safety costs that will not The utility is awaiting a ruling on its

2011 | 3597 3684 3960 3816 | 14956 be recovered from customers. However, the general rate case. It is seeking rate

2012 | 3681 3503 3976 3830 {15040 Pipeline Safety Division of the California hikes of $1.16 billion in 2014, $436 million

2012 |72 3776 M75 3975 | 45508 | Public Utllities Commission has proposed in 2015, and $486 million in 2016, The

2014 | 2050 3950 4250 4100 | 6250 | that Pacific Gas and Electric bear over 2014 increase will be retroactive to the

2015 | 4150 4150 4450 4250 |47000] $1.5 billion of additional costs, and be hit start of the year.

cal- EARNINGS PER SHARE A Ful with a $300 million fine. (The company PG&E is requesting rate hikes for gas
endar |Mar31 Jun30 Sep.30 Dec!| Year h.as already reserved for a $200 million transmission and storage. This busi-

o | 50 o1 .88 .69 | 278 fine) The indictment suggests that the mness is underearning its allowed return on

2012 | 88 55 87 dot | 207| company continues to face an adverse poli- equity. The utility is seeking raises of $555

13| 5 74 3 .19 | 1s3| tical climate. In addition, PG&E's legal ex- million in 2015, $61 million in 2016, and

2014 | 55 60 65 40| 220| penses this year might well exceed the $168 million in 2017. It wants the first

205 | .60 65 .75 50| 250 rarége 1(_)11" $25 mill;lon-$50 million in “legal bfoo}ﬁt todbe retroacti\{)e to the start of 2015

B and other costs” that management expect- if the order isn’t out before year-end 2014.
eﬁ:‘;, M%%TE?L-T]glxlngggggAlgec.g1 5:;{, ed when it reported fourth-quarter earn- We think this stock is yunai:tractive.

2010 | 42 455 455 455 | 179| ingsin February. We are including the un- The dividend yield is just slightly higher

00 | 455 45 455 455 1:82 reCOV_ered pipeline gafety costs in our pres- than the industry average, despite the

2012 | 455 455 455 455 | 12| emtation — which is why earnings have legal and regulatory risks surrounding

2013 | 455 455 455 455 | 1.82| been depressed for the past two years— San Bruno that PG&E is facing.

2014 | 455 455 but did not include the reserve for the fine. Paul E. Debbas, CFA May 2, 2014
(A} Diluted EPS. Excl. nonrec, gains (Iosses;: due to rounding. Next eamnings I:?E)I'l due early | Intang. In "13; $10.76/sh. (D) In mill, (E) Rate | Company’s Financia) Strength B+
'99, ($2.44); '04, $6.95; '09, 18¢; “11, (68¢); | Aug. jB) Div'ds historically paid in mid-Jan., [ base: net orig. cost. Rate allowed on com. eq. | Stock’s Price Stability 100
12, (15¢); galn from disc. ops.: "08, 41¢. Incl. | Apr., July, and Oct. m Div'd reinvest. plan avall, | in *13: 10.4%; eamed on avg. com. eq., "13:| Price Growth Persistence 60

Earnings Predictability
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Institutional Decislons ' |l i M l;'o--“ s VLERTH:

108 2012:’? 3(1120213 4012%'3 Percent 21 & 1L il - 1y, 96 264
1o Sef 126 129 137 | traded 7 i EE I 3yr. 618 464 |
 Qlds(e) 82493 81242 82312 :t 1l 5y 1238 2451

On April 3, 2006, Portland General Electric’s | 2004 2005¢ | 2006 { 2007 | 2008 |2009 | 2010 2011 | 2012 | 2013 | 2014 [2015 | ©VALUELINE PUB. LLC]{7-1§
existing stock (which was owned by Enron)| -~ | 2314 ] 2432 2767 | 27.89 | 2389 | 2367 | 2406 | 2389 23.18| 20.35| 2240 |Revenues persh 25,50
was canceled, and 62.5 million shares were -] 4T5) Afd| B521) 471| 407 482 496 | 515| 4931 540 580 |"Cash Flow” persh 675
issued to Enron’s creditors or the Disputed -] 1027 1847 2331 139f 131 166 195{ 1.87{ 177 205| 215 |Earningspersh A 250
Claims Reserve (DCR). The stock began o -] 880 831 97| 01| 104! 06| 108| 140} 12| 145 |Div'dDecPdpershBut| 190
trading on a when-issued. basis that day, --| 4081 50| 78| 672| 925 597 398 40T 040| 1200 485 [Cap'l Spending persh 300
and regular trading began on April 10, 2008, -] 1946 ] 1058 | 2105 | 21.64 | 2050 | 2114 | 2207 | 22.87| 23.30 | 24.85| 25.75 |Book Value persh © 29,00
Shares issued to the DCR were released --| 6250 [ 6250 | 6253 | 6258 | 7521 | 7532 | 75.36 | 7556 | 78.09 | 89.00| §9.25 [Gommon Shs Outst'g O | 90,00
over time to Enron’s creditors until all of the -~ -] 24 18| 63| 44| 120 124 40| 169 Boldniglres are |Avg Annl PIE Ratio 120
remaining shares were released in June,| --| --| 26| 3| 98| 8] 76| 78| 88| 95| Velusltie IRelative PIE Ratlo 5
. - | 25% | 33% | 43% | 54% | 52% | 44% | 41% | 37% Avg Ann'l Div'd Yield 4.4%
CAPITAL STRUCTURE as of 12/31/13 14540 ( 1446.0 { 1520.0 | 1743.0 | 17450 | 1804.0 | 1783.0 | 1813.0 | 1805.0 | 1810.0| 1900 | 2000 {Revenues ($mill 2400
Total Debt $1916.0 mill. Due in 5 Yrs $270.0 mil. 0 640| 70| 1450 | 87.0| 950 | 1250 | 147.0 | 141.0| 137.01 75| 190 |Net Profit {mil) 240
LTDebt$1616.0 il _ LT Interest $106.0mil. 757,09 | 40.2% | 338% [35.8% | 26.7% | 208% | 305% [20:3% | 314% | 232% | Z30% | 230% [income Tax Rale 2.0%
e e 2 el ronals $11.0 mil, | 98% | 188% | 330% | 17.9% | 17.2% | 51.6% | 176% | 54% | 7.0% | 146% | 17.0% | 10% |AFUDC % toNetProfit_| ~40%
' A11% | 42.3% | 434% | 40.9% | 46.2% | 50.3% | 53.0% | 49.6% | 47.4% | 51.3% | 50.0% | 50.5% [Long-Term DebtRatio | 47.5%
Pension Assets-12/13 $596.0 mil. 56.0% | 57.7% | 56.6% | 60.1% | 53.8% | 49.7% | 47.0% | 504% | 52.8% | 48.7% | 50.0% | 49.5% |Common Equity Ratlo 52.5%
Oblig. $705.0 mill. |'2171.0 | 2076.0 | 21610 | 2620.0 | 2518.0 | 3100.0 | 3300.0 | 3298.0 | 3264.0 | 37350 4430 | 4655 |Total Capital ($mill) 4975

Pfd Stock None 22750 | 24360 | 2718.0 | 3066.0 | 33010 | 3856.0 | 41330 |4285.0 | 4392.0 | 4880.0 | 5640 | 5750 |Net Piant ($mil) 5525

56% | A46% | 47% | 69% | 5.0% | 45% | 54% | 8.2% | 58%| 51% | 50% | 55% |Returnon Total Capl 6.0%
Common iock 76,086,174 sh. 72% | 53 | 5% | 110% | 64% | 62% | 79% | 68% | 82%| 7% | 60%| 85% [RetunonShr.Equty | 9.0%
T2% | 53% | 68% [ 11.0% | 64% | 6.2% | 7.9% | 88% | 8.2% | 7.5% | 80% | 85% [Returnon Com Equity E| 9.0%

MARKET CAP: $2.5 billion {Mid Cap) 12% | 53% | 35% | 68% { 20% | 1.5% | 3.0% | 41% | 35% | 29% | 3.5% | 4.0% |Retainedto ComEq 4.5%
ELEGTRIC OPERATING STATISTICS s e 9% 40% | 69% | 6% | 62% | 54% | 7% | 61% | 53% [ 53% |ANDiv'ds to Net Prof 50%
4 Change Ret Sees () 3.3 20_1% 2,‘]113 BUSINESS: Porlland General Eleciric Company (PGE) provides  19%; gas, 16%; hydro, 16%; wind, 6%; purchased, 43%. Fusl
g, s, Use (MAH 16573 18409 46258 | eleclrcity to 836,000 customers in 52 cifies in a 4,000-square-mile  cosis: 42% of revenues, 13 reported depraciation rate: 3.7%. Has
Awg. lndusl.Revs.mr WH (§). 544 620 484 | area of Oregon, Including Porlland and Salem. The company is In 2,600 employees, Chairman: Jack E. Davis. President and Chief
Capciyal ek () ?31555% ?315'&37 %%%% the process of decommissioning the Trojan nuclear plant, which it Executive Officer: James J. Piro, Incorporated: Oregon. Address:
%"f&%%“ NA T NA  NA | Closed In 1993. Electrlc revenue breakdown: residential, 48%; com- 121 SW Salmon Street, Porlland, Oregon 97204. Telaphone: 503-
%CeEQsmes(rar) +2  +7  +9 | merchal, 34%; industrial, 13%; other, 5%. Generating sources: coal,  484-8000. Internet: www.porliand l.com.

Portland General Electric has filed a based on reasonable regulatory treatment

Gl 3 2710 239 ]
mu AL RA("I)'/?ES Pat 27Past Estd 1113 | Tate case. The utility is seeking a rate in- in PGE’s pending rate applicati}:m.
ofchangefpersh)  10¥rs.  B¥s,  to'fiMg | crease of $81 million (4.6%), based on a re- Three generating projects are under
Revenues - 25% 0% | turn of 10% on a common-equity ratio of construction. A 267-megawatt wind
ECaSih Flow"” - 33‘;? 5-%%/% 50%. This would consist of a $17 million project should come on line in late 2014 or
SRR 20 i5% 0% | decrease at the start of 2015, followed by early 2015 at a cost of $500 million, A 220-
Book Value -- 20% 40% | increases of $51 million and $47 million to mw gas-fired peaking facility is due in the
Cal- | QUARTERLY REVENUES §mil) | Fun place two projects that are now under con- first quarter of 2015 at a cost of $300 mil-
ondar [Mard1 Jun.d0 Sep30 Decdi| Year | Struction (see below) in the rate base. ~ lion, A 440-mw base-load gas-fired plant is
2011 14840 4110 4390 4700 [gi30| Earnings should be much higher this expécted to be in service in mid-2016 at a
2012 |4750 #4130 4500 4830 [18050 | year than the disappointing 2013 tal- cost of $450 million. In all, PGE's 2014
2013 14730 4030 4350 4990 [18100] 1y Last year, an outage of a coalfired capital budget is more than $1 billion.
2014 |510 425 465 500 [1900 | unit, which returned to service in early This will entail some financing (both debt
2015 [540 445 485 530 12000 | 2014, reduced earnings by $0.13 a share. and common equity) this year.
cal- EARNINGS PER SHARE A g | Tefund stemming from a customer billing We look for a dividend hike at the
endar |Mar31 Jun30 Sep.30 Dec3!| Year | error hurt the bottom line by $0.07 a board meeting later this month, This
201 2 29 % % | 1% share. At the start of 2014, PGE received a has been the pattern in recent years. We
2| 85 34 50 38 | fs7| rate hike of $63 million {about 4%). An in- estimate a raise of two cents a share
2013 | 85 A3 40 59 | 177] crease in the Allowance for Funds Used (1.8%) in the annual payout, the same in-
214 | 70 .95 50 .50 | 205| During Construction, a noncash credit to crease as in the past three years, but
05 1 75 36 52 62 | 215 i(x)lcome,' should befanother positive$ 1fagc;or. ¥ﬁuldn’t rule gut a l’arger boost.

X DEw ur previous profit estimate of $1.85 a is stock doesn't stand out amon
e‘,fg'a, M%%Tlsgﬂggmgzggzm093.31 5:;', share was apparently too pessimistic, so electric utility equities. The dividenﬁlg
2010 ) 255 255 26 26 103 | we have raised it by $0.20 a share. Our re- yield is not high for this industry. With
o014 | 28 96 965 .85 | 405 vised estimate is within management’s the recent price above the midpoint of our
902 | 285 265 21 91 | 107 targeted range of $2.00-$2.15 a share. 2017-2019 Target Price Range, total re-
w3 197 91 915 215 | 100| We forecast further bottom-line im- turn potential is mediocre. .

2014 | 215 275 provement in 2015. Our assumption is Paul E. Debbas, CFA May 2, 2014
{A) Dlluted EPS, Excl. nonrecurring loss; *13, | vestment plan avall. (C) Incl. deferred charges, | Regulatory Climate; Below Average. (F) Sum- Comﬁany’s Financial Strength B++
42. Next earnings report due late July, (B) | In “13: $5.94/sh, (D) In mill. {E) Rate base: Net | mer peak in "12, (G?"05 per-share data are pro | Stock’s Price Stability 95
Div'ds pald mid-Jan., Apr.,, July, and Oct. m | original cost, Rate allowed on com. eq, in "14: | forma, based on shs, out. when stock began | Price Growth Persistence 55
Div'd reinvestment plan avail, + Shareholder in- | 9.75%; eamed on avg. com. eq., "13; 7.6%. | irading in '06, Earnings Predictability 50

Kind,

is strictly for S oW, non-

es believed t_o“her refiable éhdJ is provided without warranties of al

(¢
, Intemnal use. No part
product.

To subscribe call 1-800-833-0046.




Staff/1405

Muldoon/34
RECENT PIE Trailing: 15.2 Y| RELATIVE DV'D 0

PINNACLE WEST wvsemwr R 55.60 [ 14.7Gekz ) 07811 4.2% Tl |
menngss 4 weetine | [0V 298] 8| 07| 583| S| %S| BI| B%5| w3 HE| 43| &2 Target Price Range
SAFETY T Reseasiy3 LEGENDS o

2 Ri T o P S 100
TECHNICAL 2 Risedsoye |~ dded by s %

BETA .75 {1.00=Marke) Oggons Yes ] o

307710 PROJECTIONS |-~ aded area ndicates receson | ] N T e S R IV
Ann'l Total [[[7 IETELC OTRLY ST anfetipl® 18
Prige +(ia5lr: Return (* 4, § pradpe! ! ! 2
R %fm“* 4
Insider Decisions s 20
JJASONDUJF B B v e e ey 16

Gl 060000000 el 12
oSl 000000200 , i P i s % TOT.RETURN 314 |_g-
el g I | I i stock DR
by T2 jen| Ferent 15 1 ty. -8 281 [
to Sell 143 166 172 | traded 5 Ay, 460 464 [
Hids{t00} 83505 83794 86068 Sy 1630 2454
419981999 | 2000 [ 2001 | 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 | 2008 | 2009 {2010 {2011 |2012 [2013 [ 2014 [2015 | SVALUELINE PUB.LLC|17-19

25121 2857 | 4350 5366 ( 2890 3087 3159| 3046 34.03] 3507 { 3337 [ 3250 | 30.01 ; 2967 | 3008| 31.35| 3265] 33.75 |Revenues persh 36,00

7341 773| vee| 872| 701 733| 693| 576) 970| 928) 843 808| 685 | 752| 792| 845| 840 6.0 |"CashFlow" persh 9.50
285{ 348 3835 368| 253 252| 288f 224| 3A7| 286, 242| 226| 308{ 299} 350) 366{ 370 3.85|Farningspersh A 425
123 133) 143) 153{ 163 73| 183 183 203f{ 210] 240 210 210] 210] 267 223} 232} 241|DiwdDecldpersh Bm 2.75
376| 405 776f 1227 981| 760 586 639 769] 637 946 7e4| 703] 826 824{ 936] 900 9.60|[CapTSpending persh 9.25
25501 2600 2800 2946] 2944 31004 3214 3457 | 34481 3615 | 34.16 | 3269 | 3386 | 3498} 3620| 36,07 3945] 40.95 [Book Value persh© 45,00
8483 84837 54831 8483 [ 9126 91291 9179 99.08 | 99.96 | 10049 | 100.89 [ 101.43 | 108.77 {108.25 | 109.74 | 110.18 | 710.25 | 110.30 |Common Shs Outst'g P | 116.00
BI| 1Me| 113] 120] 1441 140| 168 192 137 149} 164 37| 126 146 143 153 Bors myires are [Avg Ann'I PIE Ratlo 13.5

19 68 NE] 51 79 B0 83 102 T4 79 87 9 80 82 81 86| ValuaiLine  (Relative P/E Ratio 85

28% | 35% | 38%| 35%| 45% | 49% | 45% | 45% | 47% | 48% | 62% | 68% | 54% | 48% | 5% | 40%{ " |avgAmiDivdvied | 4.8%
CAPITAL STRUCTURE as of 12/31/13 2899.7 | 2988.0 | 3401.7 | 3523.6 | 3367.1 | 3297.1 | 3263.6 | 32414 | 3301.8 | 34546 | 36001 3725 |Revenues {$milf) 4250
Total Debt $3490.0 mill. Due in 5 Yrs $15536mill. | 2952 | 2232 | 317.4 | 2988 | 2136 | 2202 | 3304 | 3282 | 36741 4064 | 410 | 430 [Net Profit($mil) 505
LrDebt 2768, 6ml, LT inerost 1560 il ™ I35 35 3624 [ 330% | 390% | 204% | 360 | S15% | 0% | 3620 | 945 | F40% | S40% o Tex Rat 0%
notes, 6.9% | 104% | 11.1% | 14.8% | 17.6% | 11.2% | 14.7% | 12.8% [ 97% ] 10.0% | 8.0% [ 8.0% [AFUDC % to Net Profit 6.0%
(LT interast eamed: 4.4x} 46.7% | 43.2% | 48.4% | 47.0% | 46.8% | 50.4% | 45.3% | 44.1% | 44.6% | 40.0% | 42.0% | 44.0% |Long-Term DehtRatio | 39.0%
Leases, Uncapitalized Annual rentals $20.0 mill, | 53.3% | 56.8% [ 51.6% [ 53.0% | 63.2% | 49.6% | 54.7% | 55.9% | 654% | 60.0% | 58.0% | 56.0% |Common Equity Ratio | 61.0%
Pension Assets-12/13 $2264,1 mill 5535.2 | 6033.4 | 6678.7 | 6668.7 | 6477.6 | 6686.6 | 6729.1 | 6840.9 | 7171.8 | 69909 | 7475 | 8055 |Votal Capital ($mill) 8675
oid Stock Nore Oblig. $2648.5mil | 75955 | 7677.1 | 7861.9 | 84364 | 8016.7 | 9257.8 | 9578.8 | 99623 | 10396 | 10889 | 11370 | 1890 |Net Plant ($mif) 13600

56% | 50% | 62% | 59% | 47% | 48% | 68% | 64% | 68% ) 7.4% | 65% | 6.5% |Return onTotal Cap'l 7.0%

Common Stock 110,194,366 shs. 8.0% | 65% | 9.2% | 85% | 62% | 6.9% | 9.0% | 86% | 98% ] 97% | 8.5%| 9.5% [Return on Shr, Equity 9.5%
as of 214/14 80% | 65% | 92% | 85% | 6.2% | 6.9% | 9.0% | 86% | 98% | 97% | 9.5%| 9.5% |ReturnonComEquity® | 9.5%
'MARKET CAP; $6.1 billion {Large Cap) 23% 1 10% | 34% | 28% | 3% | 7% | 31% | 28% | 41% | 4.1% | 3.5%| 3.5% |Retainedto Com Eq 3.5%
ELECTRIC OPERATING STATISTICS 4% | 85% | 63% | 70% | 96% | 89% | 66% | 68% | 58%{ 58% | 62% | 62% AN Div'ds to Net Prof 64%
%4 Chirg Ret Saks (VH) 2,%13 201% 20_13 BUSINESS: Pinnacle West Capital Corporation Is a holding compa-  commercial, 39%; Industrial, 5%; other, 7%. Generating sources:
Big, Indis. Use (WM $32 647 644 | nyfor Adzona Public Service Company (APS), which supplies elec-  coal, 33%; nuclear, 27%; gas & other, 18%; purchased, 22%. Fuet
A\g.lndus!.Revs.m i) 778 746 8.21 | tricly to 1.1 milllon customers In most of Arizona, except about half costs: 32% of revenuss. Has 6,400 employees. *13 reported
Capaciyaf Peak h” ggg; .‘;gg‘; 3323 of the Phoenlx metro area, the Tucson metro area, and Mohave deprec. rate: 3.0%. Chalrman, President & CEO: Donald E, Brandt,
%ﬁm‘*&m& } 500 48,8 50.0 | Counly in northwestem Arizona. Discontinued SunCor real estate Inc.: AZ Address: 400 North Fifth St., P.O. Box 53989, Phoenlx, AZ
% Changs Customers {yrend) 4.8 +1.3  +1.4 | subsidiary In '10, Eleclric revenue breakdown: residential, 49%; 86072-3999. Tel.: 602-250-1000. Internet: www.pinnaclewest.com,
Fhied Charge Cov. (%) 308 397 M8 Pin{lacle .West’s utility subsidia}'y has in 2014. Each year, APS receives some
ANNUALRATES Past  Past Estd'1i-13| 2 single-issue rate case pending. In rate relief for certain expenditures such as
ofchange (porsh)  10¥rs.  S¥is, torefe | Jate 2013, Arizona Public Service paid transmission. The service area's economy
Revenles 20% -25% 3.0% | $182 milllon for another utility’s 739- has recovered from the effects of the hous-
“Cash Flow" sor —3.8‘;//0 33?? megawatt stake in Units 4 and 5 of the ing crisis, and this is reflected in improv-
Eﬁ,’}g‘gggs 35% ob% aox | Four Corners coalfired station, It retired ing customer growth rates. Kilowatt-hour
Book Valus 2.0% 10% 38% | Units 1, 2, and 3. The utility is seeking a sales should advance modestly, despite the

car. | QUARTERLY REVENUES (§ mil) Fal $62.5 million (2.2%) tariff increase in or- effects of conservation (including installa-
endar |Mar3! Jun30 Sep.3d Dec.t| Year | der to place the newly purchased assets in tion of solar panels). However, expenses

2011|6488 7908 11248 6679 [32414 the rate base. A ruling from the Arizona will likely wind up higher, too. Our esti-

2012 leoos 8786 1095 6931 3304 | Corporation Commission (ACC) could oc- mate is within the company’s targeted

2013 16868 0158 11524 6998 345451 cur by yearend. APS will also have to range of $3.60-$3.75 a share. We forecast

2014 {700 950 1200 750 |3600 | spend an estimated $350 million for envi- 4% profit growth next year, assuming the

2095 1725 975 1250 775 3725 | rommental upgrades, most of which will be utility gets rate relief for Four Corners.

cal- EARNINGS PER SHARE A Ful incurred in 2016 and 2017. We have raised the Financial Strength
endar |Mar31 Jun30 Sep.30 Dec3t| Year ’I:he utility wants to add some genera- rating of Pinnacle West from A to A+.

2011 | 015 78 224 1 299 ting capacity. APS.is proposing to retire The fixed-charge coverage and common-

012 | do7 112 221 24 | 350| 220 mw of old capacity at a gas-fired plant equity ratio are high—well above average

031 2 118 204 2 | 366| and build 510 mw at the site, for a net in- for the electric utility industry. Moreover,

014 | 15 1200 220 45| 370] crease of 290 mw. Along with 110 mw that APS is very close to earning its allowed re-

2015 | 5 125 230 45 | 385 will remain, this would bring the plant’s turn on equity.

Cal- | QUARTERLY DVIDENDS PADE = | Ful capacity to 620 mw. The project requires a This high-quality stock is untimely,
endar |Mar3! Jun30 Sep0 Dec3t| Year | certificate of need from the ACC, which but has a dividend yield that is slight-

2000 | 525 525 525 55 | 240 should come in late 2014 or early 2015. ly above the utility average. However,

2011 | 55 525 55 55 | 240 The estimated cost is $600 million-$700 with the recent price near the midpoint of

902 | 525 55 525 545 | 212| million, and the new units are targeted for our 2017-2019 Target Price Range, total

o013 | 545 545 545 5675 220| completion in the second quarter of 2018.  return potential is unspectacular.

2014 | 5675 We expect just slight earnings growth Paul E, Debbas, CFA May 2, 2014
{A) Diluted EPS, Excl. nonrec, losses: '02, 77¢; | don't add due to rounding. Next earnings report | avall. (C) Incl, deferred chgs, in '13: $7.71/sh, | Company’s Financlal Strength A+
'08, $1.45; excl, gains (losses) from disc. ops.: | due early Aug. (B} Div'ds historically pald in | (D) In mil. (E} Rate base: Falr value. Rate al- gtgekg Pm:g ‘S)tab;l]:y 1%%

; rice Gro! ersistence

'00, 22¢; '05, (369?‘ '08, 10%; ‘08, 28¢; ‘09, | early Mar., June, Sept, and Dec. There were | lowed on com. eq. in *12: 10%; earned on avg,
10¢; *12, (5¢). '11 EPS |5 declarations in 12, » Div'd reinvestment plan | com, eq., 13: 9.8%. Regulatory Climate: Avg.
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S JASOND I Flu dons, o )

to 000000000 i

Options 0 0 1 D0O0DO0CO s
fosel 00200000080 % TOT. RETURN 314
Institutional Decisions L s WA

oiy g gy o | Decent 24 emw v Cid w1
toSall 110 77 9| yaded 8 » ; ay. 917 464 [
| Hids(00n) 68810 68985 68867 | Sy 2900 2454

1998 [ 1999 [ 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 | 2006 (2007 | 2008 2009 [2010 {2011 {2012 {2013 {2014 [2015 | ©VALUELINEPUB.LLC]{7-18

1743 1896| 2746| 40.00| 1992| 2441| 2654 3049 | 3225 2492} 2265 | 1901 | 1931 | 21.356| 1685 | 17421 17.90| 18.25 [Revenues persh 19.60

304 2821 346{ 431 283 305( B814| 356| 357) 254} 176 232 | 267 348 B38| 351 365| 370 |“CashFlow” persh 4,60

150 420| 155 261 107 145| 143( 186 172 76 M 58 87} 108{ 131{ 14| 450| 155 Earningspersh A 235

51 53 53 5 57 81 63 79 86 91 81 50 01 .50 58 68 J4 ,00 {Div'd Decld persh Bwj | 115

206| 156 250] 451 409 278 225( 307 404] 504 399| 332 325| 40| 388] 4377 425 475 |Cap'l Spending persh 415

13750 1474 | 15761 17:25| 1660 17.84( 1819 1870 ; 22091 2203 | 1889 | 1890 | 1760 | 1962 | 20.05| 20871 2150 22.10 [Book Valus persh © 24,50
6266 6105) 58.68| 5868 5868 60.39| 6046 | 68.79 | 76,65 | 76.81 | 86.53 | 86,67 { 86,67 | 79.85 | 79.65| 70.66] 80.00 | 80.00 [Common Shs Oulstg P | 60.00

98 9.5 85 73| 154 147 150 174} 156 356| NMF| 181] 140] 1457 158] 161 | Bordmplresare [Avg Ann'tPJE Ratlo 15.0

51 54 551 37 82 84 19 9 B4 1881 NMF[ 121 89 R 95 80| Vewsitine  [Relative PIE Ratlo 95

35% | 44% | 41% | 28% | 35% | 36% | 29% | 29% | 32% | 34% | 49% | 48% | 41% | 32% | 3.0%| 3.0% estimates Avg Ann'l Divid Yield 4.2%
CAPITAL STRUCTURE as of 12/31/13 1604.8 | 2076.8 | 2474.7 | 1914.0 { 1950.5 | 1647.7 | 167356 | 17006 | 13424 | 1387.9| 1430 | 1460 |Revenues ($mlll) . 1585
Total Debt $1804.6 mil. Duein 5Yrs §740.1mil. | 83| 1066 | 1224 509| 84! 535| 600 66| 1056} 1135] 20| 125 |NetProfit ($mil) 190
:ﬂrl:eluat$1ls7o.4r3||%4x)LTIntarest$120mi"- 28.2% | 311% | 247% | 5.1% | 404% | 504% | 326% | 3B.8% | 314% | 31.6% | 33.0% | 35.0% |income Tax Rate 35.0%
e e 19 S556.4 il 6% | 166% | 1% | - | -~ | 6% | 7.4% | 88% | 7% | 13% | £.5% | .25% |AFUDC %toNetProft | 6.0%

Oblly. $509.5 mill, | 47.1% | 57.4% { 60.9% | 42.0% | 46.6% | 48.7% | 504% | 615% | 50.8% | 50.0% | 51.6% | 52.0% |Long-Term DebtRatlo | 83.5%
52.4% | 42.3% | 48.8% | 57.6% | 54.0% | 51.0% | 49.2% | 48.4% | 48.7% | 48.7% | 48.5% | 48.0% iCommon Equity Ratio | 46.5%
Pid Stock $11.5mill,  Pfd Div'd §.6 mill. 2098.9 | 30444 | 3470.7 | 29358 | 3025.4 | 3214.9 | 3100.3 | 32458 | 3277.9 | 3344.0 | 3560 | 3695 |Total Capital ($milf) 4195
115‘293ShS-S?-5‘8%»,§1g°bpafW/;M'yggdﬂmfy 23246 | 29041 | 37619 | 26354 | 31920 | 33304 | 3444.4 | 36271 | 37465 | 30339 | 4130 | 4335 |Net Plant {$mil) 5020
redemplion. Sinking fund bagan 2/1/84. 53% | 47% | 49% | 34% | 19% | 3.0% | 42% | 45% | 51%| 52% | 5.0% | 5.0% |ReturnonTotal Capl | 6.0%
Common Stock 79,653,624 shs. T9% | 82% | 72% | 35% | 5% | 32% | 52% | 64% | 66% | 68% | 7.0%| 7.0% |Return on Shr, Equity 9.5%
as of 221114 80% | 82% | 7.2% | 35% | 5% [ 3.2% | 52% | 6.1% | 66% | 68% | 7.0% | 7.0% [ReturnonComEquity E| 9.5%
MARKET CAP; $2.2 billion (Mid Cap). 45% | 43% | 37% | NMF| NMF [ 4% | 22% | 33% | 38% | 37%| 35%[ 3.5% |Retalnedto ComEq 5.0%
ELECTRIC OPERATING STATISTICSF 44% [ 48% | 49% | 117% | NMF | 86% | 58% | 47% | 43% | 45% | 50% | 51% jAl Div'ds to Net Prof 49%
% Ghange Relak Sales IKWH) \%13 2(}1% 2021:93 BUSINESS: PNM Resaurces Is an investor-owned holding compa-  breakdown '13: residential, 37%; commercial, 37%; industrial, 7%;
AVg,lnd%st.Uss(MWHéKw NIA W/A NJA | ny of energy and energy related businesses, Primary subsidiaries  other, 19%. Fuels: coal, 56.8%; nuclear, 30.4%; gasloll, 12.2%;
Avg. Indust, Revs, per KWH {¢) NiA NIA NIA | Include Public Service Company of New Mexico (PNM) and Texas-  solar, .5%. Fuel costs; 49% of revs. 13 depr. rate: 3.0%, Has 1,924
apacy af Peak WLM %545 %g% ggz% New Mexico Power Company (TNMP), which generate, transmit, employess, Chrmn,, Fres. & CEO: Patricia K, Collawn. Inc.; NM,
Peﬂhﬂ%"f&fg;"’""( ) ﬁ";'.‘ §A N | and distribute electricity In New Mexico and Texas, Sold First Addr.: 414 Slver Ave. SW, Albuquerqus, NM. 87102. Tel.: 505-241-
% Change Customers Rymnd) +.4 +4 +,7 | Cholce Energy (9/11) and gas utility operations {1/09). Electric rev. 2700, Internet; www.pnmresources.com,
Fied Chrgs Cov, (%) 204 225 241 | Solid fourth-quarter. results for PNM Juan coal plant are to be shut down by the
ANNUAL RATES Past Past Estd 1113 Resources were driven by stronger end of 2017 to meet regional haze stan-
ofchange (persh)  10Y¥rs,  §Vms, o719 performances at PNM and TNMP, and dards, another rate case will need to be
Revenues 0% 7.0% 1.5% | lower losses within the Corporate and filed with 2018 as the base year to recover
“Cash Flow” o6 gg‘;ﬁ 1‘52‘;0 Other segment, The key factors driving alternative generation options, including
Eﬂ,’{&t‘ggs 5% -60% 125% | earnings for PNM electric were lower out- nuclear and solar sources.
Book Value 16% -1.0% 4.0% | age costs and a cold winter, Earnings for Management has indicated that its
Ca- | QUARTERLYREVENUESSmil) | Fun PNM electric increased $0.0§ to :‘30.21 a wholesale contract with the city of
engar Mar3t Jun.30 Sep.3d Dec | Year share despite a 1.8% decline _in load Gallup, maturing in June 2014, may
2011 13677 4155 5495 3479 17006 grow_t}} from the previous year, Economic mnot be renewed. This contract represents
2012 13054 3239 3004 327 |13424 comliltlons.m Ne_w Mexico continue to lag. approximately $24 million of rate base,
2013 3177 3476 3097 3229 13879 Positive economic factors such as low un- and management believes that it should
2014 330 345 430 328 |1430 | employment rates and increased tax reve- be able to offset some of these revenues
2015 |335 355 440 330 |4460 | nues in the Albuquerque metro region through the wholesale and retail
Cal- EARNINGS PER SHARE A Ful have not trar_lslated into load growth. In bt{s_inesses. This, along with continued vol-
endar | Mar3t Jun30 Sep.30 Decd| Year contrast, retail sales growth of nearly 5%, atility with regard to load growth in New
01 | 0 20 681 22 | 108 reflecting strong customer demand, helped Mexico, could affect performance in 2014,
M2 1 47 93 89 13 | 131 support performance at the Texas-New This issue bears our highest Timeli-
2013 | 43 34 88 21| 141| Mexico Power Company (TNMP). ness rank, due to its recent price per-
2094 1 20 35 .70 .25 | 150| PNM Resources is likely to file more formance and favorable earnings
2045 | .25 .35 . %5 | 155] than one rate case to recoup high growth trends. Our outlook for earnings
Cal- | QUARTERLY DIVIDENDS PAD Bat | Fyl levels of_ ra‘te base expenditures. Man- in the near term, based on the impending
endar |Mard! Jund0 Sen.30 Dec.di| Year agemen_t indicated that it would fi}e a rate rate hikes, is positive. However, this stock
2010 195 15 A% A% 50| case with th.e _New Mexico Public Regu- has a higher Beta compared to other utili-
20 | 425 425 45 45| 50| lation Commission (NMPRC) by the end of ty stocks, making it riskier than others in
2012 | 145 45 145 45| 58 2014. The general rate case is likely to be the same industry. Further, its current
o4 | 145 85 65 65| 64| based with 2016 as a future test year. dividend yield of 2.7% is below average.
2014 185 185 Since units 2 & 3 of the company's San Saumya Ajila May 2, 2014
(A) EPS dil. Excl, nfr gains (Iossesg: '98, {24¢); | Egs. may not sum due to rounding. Next egs. | *13: §3.49/sh. (D) In mill., adjust. for spit. SE) Company's Financial Strength B+
99, 8¢; '00, 21¢; '01, (164); 03, 67¢; 05, [ pt. due in Aug. (B) Divids hist. pd. in Feb., | Rate base: net orig. cost. ROE allowed In*11: | Stock’s Price Stability 75
(56¢); '08, §$3.77); 10, ($1.36); "1, 88¢. | May, Aug., Nov. w Div'd reinvest, plan avall, T | 10.0%; eamed on avg. com. eq., '13; 10.0%. | Price Growth Persistence 25
"13,(16); Excl. disc. ops.: '08, 42¢; '09, 78¢. | Sharehcider Invest. plan avall, (C) Incl. intang. | Reg. Climate: Avg. {F) Excl. First Choice. Earnings Predictability 20
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MARKET CAP: $21 billion (Large Cap)

RECENT PIE Tralling: 15.2 )| RELATIVE DVD 0/ ]
PPL CORPORATION wisere. [ 33.39 o 17.6 Gl keiels 0,981 4.5% el |
mieness 3 et | (] 2] 7] il Al sis] Al aA] mA] 23| 23] el TargetPrice Range
SAFETY 3 Lowereditizaie | LEGENDS 120
2 il R et e 100
TECHNICAL 2 Raseosizty |, diied bynerel ta -
BETA .65 {1.00="Marke}) 6&‘)]1;;{1 ;p\%s 8105 84
| Z077-1 PROJECTIONS | Shadsd arsa indlcates recessfon - 48
AnfiTotal— T 1 1 | [0 gdganstemy | =7 | | [ = T D PR DN
Price Ga!r: Return ) ! "1 . - =
High 49 q_gg,;g{ 5% o T o S O i S I I O iy
insider Decisions (T T il 20
JIASONDUJF 2 16
B 000000010 2wk K 12
oSl 06101006 2| e, "1 " ool o™ “po,t , ; %TOT.RETURN4M4 |8
Institutional Decisions " Jye, =" T VAR
043 30013 402013 L/ FYP L) -
oy o ol Porcent 18 T 1w, 48 220
(oSe?l' 262 220 252 | traded 6 Iy 409 402
Hid's{000) 407170 428240 419762 I Syr. 427 1758
1998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [2009 | 2010 {2011 | 2012 {2013 | 2074 [ 2015 | ©VALUELINE PUB.LIG[17+19
1203 1507| 1056 | 1953| 1638| 1575| 1537 1636 | 17.92| 17411 2147 2008 | 1763 | 2202 | 2141 | 1882 45.45| 18.80 |Revenues persh 20.50
o43| 256] 332 351 320| 360] 350 384) 4261 510 471 adr| 366[ 450 | 484| 464 440| 470 [“CashFlow persh 525
2] 1010 164 78| 454| 18| 87| 192} 229 263 245| 119{ 220) 261 261| 238| 190 235 |Eamingspersh A 250
ol w0l s3] s mi ar| sl e 110 12| 134) 138| 140] 140 | 144| 1471 148| 451 |Divd Decldpersh Bx [ 160
o7 IAT| 150| 280| 274| 247| 84| 213| 862| 451 | 370| 325| 33| 40| 54| 685 65| 570 |CaplSpendingpersh | 550
56| 561| 694) 63| 6711 o1s| 1121] 1162 1330 | 1488 | 1355 | 1457 | 1898 | 1872 | 1801( 1978 | 2040 21.25 [BookValuepersh © | 2460
T{492 | 75730 | 200,08 | 293.16 | 33147 | F64.72| 87814 | 300.15 | 305,04 | 37a.27 | 374,50 | 377.16 | 465,30 | 57641 | 56194 | 630.32 [ 670.00 | 670.00 |Common Shs Outs¥g P | 670.00
08| BA| 881 124 WI| 108] 125] .| 1| 14| 176| 57| 18| 105 108 128 | oldfiglresaro [Avg Anml PIE Ratio 135
570 76| s8i eel e1| s0| s6| 80| 78| 92| 106} 17| 76| 6| 9] 72| Veweine  |Relative PIE Ratio 85
5% | a7 36% | 24% | 42| 40% | 35% | 33% | 34% | 27% | 3% | 45% | 5% | 51% | 4% | 48% | TP |avgAniDivdYield | 48%
CAPITAL STRUGTURE as of 3/31/14 5612.0 | 6219.0 | 6899.0 | 6498.0 | 8044.0 | 76560 [ 8521.0 | 12737 | 12286 | 11860 | 70450 | 12600 | Revenues {$mik) 13750
Total Debt $22397 mlll, Due in & Yrs $4769.0mil. | 5020 | 7390 | 8990 | 10310 | 9400 | 4650 | 10090 | 14560 | 15360 | 45410 | 1255 | 1570 |Net Profit (Smif) 1700
LTDobt 20514 o, LT ntorost S8R0 8¢ T40% | Za2% | 207% | 9183 | 218 [220% [ 0% | 2020 | 23.1% | 260% | 26 como Tax Rel 0%
e .25, 91000 face velue; 53 mil, uns Tl =) ee| o] A% 98% | 3% | A0% | 4% | 37%| 20%[ 20% |AFUDC %toNetProfit | i
| 4625%, $50 stated valde, conv, Into com. In 2013, | 61.6% | 57.6% | 56A% | 54.1% | 57.1% | 55.2% | 59.0% | 619% | 64.1% | 623% | 57.6% | 57.6% |Long-Term DebtRatlo | 57.5%
(LT Interest eamed: 2.7x) 31.9% | 420% | 422% | 43.6% | 40.5% | 425% | 30.8% | 37.2% | 35.9% | 37.7% | 42.5% | 425% [Common Equlty Ratio | 425%
Leases, Uncapitalized Annuel rentals $122.0mill. [ 49174 | 10513 | 12151 | 12747 | 12520 | 12040 | 20621 | 20071 | 29205 | 33058 | 32275 33325 [Total Capltal {$mill) 37800
Pension Assets-12/13 $1144°g'!')"“ staaa i, | 1200 | 10916 | 12060 | 12605 | 12416 | 174 | 20858 | 27266 | 30032 | Ga0BY | 96725 37975 |Net Plant ($mill 43900
Prd Stock Nons 9. 1AM 70 a% | 09% | 99% | 98% | 92% | 5.2% | 6.1% | 646% | 7.0% | 62% | 55% | 6.0% [RetumonTotalCapT | 6.0%
Cormmon Stock 631,744,500 shs, 16.4% | 165% | 16.6% | 17.6% | 17.5% | 8.0% [ 11.8% |13.4% | 147% | 124% | 9.0% | 11.0% [RetumonShr.Equity | 10.5%
as of 4125114 16,3% | 16.7% | 17.3% | 18.2% | 18.2% | 81% | 120% | 10.3% | 14.6% | 124% | 9.0% | 71.0% [Retur on Com Equity £ | 10.5%

ELECTRIC OPERATING STATISTICS

03% | 88% | 93% | 10.0% | 85% | NMF | 52% | 64%
4% | 47% | 4T% | 46% | 54% | 115% | 58% | 52%

87% | 53% | 20%| 4.0% |Retainedto ComEq 40%
54% | 57% [ 77% | 64% |All Div'ds to Net Prof 83%

BUSINESS: PPL Corporation {formerly PP&L Resources, Inc.) Is a
holding company for PPL Electric Ulilities (formerly Pennsylvania
Power & Light Company), which distributes electricity to 1.4 mill,
customers In eastern & central PA. Acq'd Kentucky Utillties and
Loulsviile Gas and Flectric {1.2 mill. customers) 14/10, Has subs, in
power generation & marketing, electriclty distribution in UK. (7.6

million customers), Sold gas distribution subsidiary In '08. The com-
pany no longer breaks out data on electric operating statistics. Fuel
costs: 36% of revs, 13 reported depreo. rates: 2.6%-4.5%. Has
18,100 employees, Chairman, President & CEO: William H.
Spence, Inc.: PA. Address: Two North Ninth St, Allentown, PA
18101-1179. Tel.: 800-345-3085. Internet: www.pplweb.com.

NOupRUS 018 L3 313
nge Retal Sales +81. , .
Ag. Ind%gt. Uso (MW}tj A NA NA
Avg. Indush, Revs, NA NA NA
Capaciy ol Pak (¥w) NA NA NA
Peak Load, Wintar My NA NA NA
AnnuatLoad Facdor (% NA NA NA
% Change Customers yend) NA NA NA
Fited Charge Cov. (%) 304 304 288
ANNUAL RATES Past Past Est'd'11-/13
ofchange (persh) . 10Y¥rs.  5Yrs, 0’4719
Revenues 20%  20% Nil
“Cash Flow” 3.0% -~ 20%
Eamings 4.0% 5% Nil
Dividends 8.0% 35% 20%
Book Value 10.0%  6.0% 4.0%

PPL is selling some of its nonregu-
lated generating assets. The company
has agreed to sell 11 hydro facilities in
Montana to the local utility for $895 mil-
lion. The transaction has largely been ap-
proved by the Federal Energy Regulatory
Commission and awaits the approval of

endar |Mar31 Jun30

Cal- | OQUARTERLY REVENUES (S mil} | Fun

Sep.30 Decdi| Year

the Montana regulators. It is expected to
close in the second half of 2014.

What will happen to the rest of the
company’s energy-supply business?
This segment is profitable, but its contri-
bution has declined in recent years due to
unfavorable conditions in the power mar-

kets. (There are some signs of improve-
ment lately, however.) Management be-

201 {2910 2489 3120 4218 2737
2012 | 4112 2549 2403 3222 12286
2013 | 2457 3450 3105 2848 |11860
2014 | 1223 2027 3050 2950 |[10150
2015 | 3350 3050 3150 3050 |12600
Cal- EARNINGS PER SHARE A Eull
endar |Mar31 Jun30 Sep.30 Dec3i| Year
201 | 82 3B 76 .69 | 261
2021 93 47 b1 60| 261
2013 | 65 63 62 46| 232
2014 | 49 40 60 41 ] 190
2015 | .80 45 65 45 | 235

endar |Mar.31 JunJ3g

Cal- | QUARTERLYDNIDENDSPADE= | Fun

Sep.30_Dec3f| Year

lieves the value of this operation is
"understated in our share price” and is
“committed to realizing appropriate value
from that business”. Whether this means a
sale of additional assets (or the entire
business), a spinoff into a separate compa-
ny, or another alternative, is just specula-

tion. PPL does not have a time frame for

5312 ggs §?, gg §§ }28 any such move. fractionally above the industry mean.
2042 1 35 36 % 55 143| Earnings are likely to fall signifi- We project just modest dividend growth to
2013 | %6 9675 3875 675 | 146 | cantly this year. The single biggest rea- 2017-2019, so total return potential is low.

2014 | 3675 3726 son is a steep decline in income from the Paul E. Debbas, CFA May 23, 2014

energy-supply unit. "Also, March-quarter
earnings were hurt by $0.20 a share of
mark-to-market accounting charges (which
we Jinclude in our presentation because
they are part of ongoing operations), and
an $0.08-a-share penalty for line losses in
PPL's subsidiary in the United Kingdom.,
As a result, we have cut our 2014 earnings
estimate by $0.30 a share, to $1.90.

We forecast a profit recovery in 2015,
We expect modest improvement from the
utility operations and assume a more
normal first-period tally. We figure any
earnings decline in the supply business
will be just modest.

A rate filing is likely in Kentucky by
yearend. This would be for both Louis-
ville Gas and Electric and Kentucky Utili-
ties, and would result from rising expenses
and capital expenditures that need to be
placed in the rate base. An order is due six
months after filing, so it would come in
time to help 2015 earnings.

PPL stock has a dividend yield that is.

A% Dil. EPS. Excl. nonrec,
12¢);°10, (8¢); 11, 8¢; '13

losses) on disc. ops.: 0

g 09, (104), 110, (4g); ‘12, {1 2). 1 EPS

gain (losses): ‘07,
,1g32¢); gains

don't add due to rounding, *43 due to change in | $10.18/sh. (D) In mill,, adj. for spllt. (E) Rate
shs. Next egs. report due early Aug, (B) Divids | base; Falr val, Rate ail'd on com. eq. In PAin
#);'07, 19¢; '08, | historically paid In early Jan., Apr,, July, & Oct. | "13: 10.4%; in KY in '13: 10.25%; earned on

w Div'd refnv. plan avall. (C) Incl. Intang. In '13: | avg. com. eq., '13: 12.4%. Regul, Climate: Avg.

Company’s Financial Strength B++
Stock's Price Stability 100
Price Growth Persistence 40
Eamings Predictability 60
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Insider Decisions "g.[, i 15
JJASOND SF| | ]
By © 00010600 0pustl o eyt 10
Opfirs 000 0D0O0O0DO o At s S . s
toseh 00100100971 R W B Sy %TOT.RETURN 4114 [
Institutional Declsions A | 1 4 s, s%,gk L AR
0018 3001 Q13 .
By e o Percent 12 g ‘{'H' 7 1y, 188 229 [
to 8l 227 222 2141 \raded 4 J[H 3y, 453 402 |
| His{0) 322620 325932 330450 5y, 707 1758
1998 [ 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 {2008 {2009 [2010 |2011 [ 2012 2013 [2014 | 2015 | ©VALUELINE PUB.LLC[17-19
1278) 1501 2283) 2384 1862] 2354 2300 | 2474 | 2407 | 2528 27.94 | 24.57 | 23.31 | 2242 | 1933 | 1971 | 20.75| 20.75 {Revenues persh 2275
283y 282| amy 34| 301 202) 302| 342| 391| A3B| 468 498 527| 536 | 487| 517| 530 565 |"CashFlow” persh 6.50
140 186| 478; 185 1.88| 188 152 179| 185 250 280| 308, 307| 811 | 244| 245| 240 265 |Eamingspersh A 3.00
108) 108} 408] 108 108] 108 110 442] 144 47| 128| 133 | 137| 437 | 42| 44| 448| 1.52|DivdDecldpersh Bwt| 165
18] 1341 231 499] 403 286 264f 204 201| 285 350| 356 427 | 472 509} b56| &75| 7.0 |Cap'l Spending per sh 5.25
1099 923 961 1005] 885) 1171 1205| 1199 | 1335 | 14.35 | 1536 | 17.37 | 19.04 | 2030 | 21311 2295 | 23.90| 25.05 |Book Value persh© 20.00
463.92 | 432.83 | 41594 | 411,68 | 450,53 | 472.27 | 476.20 | 502.33 | 505.28 | 508,52 | 506.02 | 505.99 | 505,87 | 505.95 | 505.89 | 505.36 | 506.00 | 506.00 Common Shs Outst'g P | 50600
27| 25) 103 120) 1007 108} 43| 165] 17.8| 185 136 100| 104 104 128] 135 moldfighres are |Avg Ann'I PJE Ratio 120
] Ng 87 61 55 &0 16 88 96 .88 82 67 86 65 81 76| \Valusitine  |Relative PE Ratlo J5
81% | 55%| 5% | 40% | 67% | 54% | 51% | 38% | 35% | 27% | 3% | 43% | A% | 42% | 48% | 44% | "M |ayg AnntDivd Yield 4.5%
CAPITAL STRUCTURE as of 12/31/13 10996 | 12430 ¢ 12164 | 12853 | 14139 | 12431 | 11703 | 11343 | 9781.0 | 9968.0 | 10500 | 10500 |Revenues (Smill 1500
Total Debt $8703,0 mill. Due in § Yrs $3440.0 mill | 7250 | 8620 | 034.0 | 13230 | 1477.0 | 1567.0 | 1557.0 | 1577.0 | 12390 [ 12430 | 1230 1385 Net Profit {$mill} ) 1550
bzlnggggéegﬁioszghriﬁz‘-e?g;:?:t$366'0 il 38.1% | 38.6% | 36.6% | 44.5% | 45.9% | 42.3% | 40.5% | 404% | 36.2% | 39.5% | 40.0% | 40.0% [Income Tax Rate 40.0%
(LT norost camed: 5.74) ' 160% | 116% | 7% | 27% | 32% | 38% | 55% | 27% | A8% | 48% | 50%| 6.0% |AFUDC%toNetProfit | 4.0%
’ 60.0%- 64.9% | 60.3% | 54.0% | 505% | 46.3% | 44.8% [42.1% | 38.3% | 404% | 41.0% | 42.0% [LongTerm DebtRatlo | 44.5%
Leases, Uncapitalized Annual rentals $13.0 mill, | 30.6% | 34.6% | 39.2% | 455% | 49.0% | 53.2% | 56.2% | 57.0% | 61.7% | 59.6% | 59.0% | 58.0% |Common EquityRatlo | 55.5%
Pension Assets-12113 §5116.0 mill 18744 | 17381 | 17167 | 16041 | 16656 | 16613 | 17462 | 17731 | 17467 | 19470 | 20550 | 21850 [Total Capital ($mmill) 26600
PRd Stock Nore Obllg. $48120mil. | 13750 | 13336 | 13002 | 13275 | 14433 | 15040 | 16390 | 17649 | 19736 | 21645 | 28175 | 25300 |Net Plant ($mit) 2700
; ) ’ 63% | 7% | 77% | 104% | 11.2% | 11.0% [104% [10.2% | 81% | 75% | 7.0% | 7.0% [Return on Total Cap'l 7.0%
Comimon Stock 506,164,959 shs. 125% { 14.1% 1 137% | 17.9% | 18.8% | 17.7% [ 16.2% | 154% | 11.5% | 10.7% | 10.0% | 10.5% |Return on Shr. Equity 10.5%
as of 1131114 126% | 142% | 13.8% | 18.% | 10.0% | 17.8% | 162% | 154% | 11.5% | 10.7% | 10.0% | 10.5% |Return on Com Equity & | 10.5%
MARKET CAP: $19 billion (Large Cap) 35% | 53% | 53% | 9.9% [105% [ 101% | 9.0% | 86% | 4.8% | 44% | 40% | 4.5% [Relalned to Com Eq 5.0%
ELECTRIC OPERATING STATISTICS T3% | 63% | 62% | AB% | 45% | 43% | 48% | 44% | 68% | 59% | 64% | 57% |AlIDivids to Net Prof 54%
44 Change Rela Salas (KVH) 20213 2921} 20_1.8 BUSINESS; Public Service Enterprisa Group Incorporated Is a  The company no longer breaks out data on electric and gas operat-
Ag. usLUse(MW}ﬁ NA NA NA | helding company for Public Service Electrlc and Gas Company Ing stalistics. Fuel costs: 35% of revenues. "13 reported depracla-
Avg. Indust, Revs, mr WHig) NA NA XA | (PSE&G), which serves 2.2 milllon electric and 1.8 milion gas cus- tion rate (utiity): 2.5%, Has 9,900 employees. Chaliman, President
ggakloaadtgjméef ) M H M tomers in New Jersey, and PSEG Power LLC, a nonregulated & Chief Executive Officer: Dr. Ralph lzzo, Inc.: New Jersey. Ad-
AnnwalLead Facor( NA NA  NA | power generator with nuclear, gas, and coalfired plants In the dress: 80 Park Plaza, P.O. Box 1171, Newark, New Jersey 07101-
% Change Customers ?ayg_) +.2 NA NA | Northeast, PSEG Energy Holdings Is invalved In renewable energy.  1171. Telephone: 973-430-7000. Internet: www.pseg,com.
Public Service Enterprise Group has it better prepared for severe storms such
;kmm:_c:;\%s Pt 58gast 5::t’d ,1155193 been one of the best-performing elec- as Hurricane Sandy in the fall of 2012,
ochenge persh)  1B¥rs,  5Ym.,  foqrg | tric utility stocks so far this year. The After some opposition, the utility has
Revenues -5% -45%  20% | share price has risen almost 20% year to settled on a plan that would see it spend
“Cash Flow” 5.5://0 gg‘;ﬁ ‘58‘? date. }l)‘he company’s primary nonutility $1.22 billion. The first $1 billion would be
Eﬁﬂggjs 255’7: 55% 254 | subsidiary, PSEG Power, has been hurt in  recouped through an accelerated recovery
Book Value 7.5% 85% 560% | recent years by unfavorable conditions in mechanism, earning an ROE of 9.75%.
Cal- | QUARTERLY REVENUES {§ mil) Ful the power markets. There are, however, PSE&G would seek recovery of the re-
endar {Mar31 Jund0 Sep.30 Decdt| Year signs of lmprovement. PSEG's utility sub- maining $220 million through a general
011 (3354 2460 2888 2636 | 11343 sidiary, Public Service Electric and Gas, is rate case that would be filed no later than
2012 | 2875 2008 2402 2406 | g7g | earning its allowed return on equity and November 1, 2017. The New Jersey regu-
2013 12785 2310 2554 2318 | ogeg | has good growth prosz)ects, particularly in lators must still rule on this agreement,
2014 | 3223 2300 2600 2377 | 10500 | electric transmission (see below). The com- Even aside from this settlement,
2015 | 2050 2400 2700 2450 | 10500 | pany is also benefiting from the start of a PSE&G's capital budget is rising. Elec-
cal- EARNINGS PER SHARE A Fuy | contract to manage the Long Island Power tric transmission is an area of focus., The
endar |Mar31 Jun30 Sep30 Decd!| Year Authority’s electric system and a swing utility plans to spend $10 billion through
2001 o1 83 8 7| 34 from pensioq expense to pension income. 2018, 68% of which will be devoted to elec-
2012 "97 42 68 a7 | 244 All of this might not appear evident in our tric transmission. This is significant be-
2013 | 63 86 .77 -39 | 245{ 2014 earnings estimate, but this is mainly cause PSE&G earns a higher return on
M4 | 78 45 .74 45 | 240} due to mark-to-market accounting charges transmission than on distribution. Electric
2015 | 100 45 75 45 | 265| that lowered the March-quarter tally by transmission already makes up 36% of the
Gal- | QUARTERLY DIVIDENDS PAID Bt | Fup $0.26 a share. We include these in our utility’s rate.base, up from 15% in 2009.
endar |Mard! Jund0 Sepdd Desdt| Year| €arnings presentation because they are a "I‘he valuation of this top-quality stock
2010 | 343 343 243 343 | 1a7| Part of PSEG’s ongoing results. isn’t particularly appealing, following
304 | 343 343 343 343 | 137| PSE&G has reached a settlement on the run-up in price, The dividend yield
2012 | 355 355 355 355 | 1.42| its storm-hardening proposal. The util- is only about average for the group, and 3-
9M3 | 36 3% 3% 36 1441 ity wanted to spend $3.9 billion over a 10- to 5-year total return potential is low.
2014 | 37 year period to upgrade its system to make Paul E. Debbas, CFA May 23, 2014

$
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1998 [1999 | 2000 [ 2001 | 2002 | 2003 | 2004 | 2005 [2006 | 2007 [ 2008 |2009 {2010 |2011 12012 |2013 | 2014 [2015 | SVALUELINEPUB.LLC/17-19
15761 1593 3278 3295 26.65| 3085 3453 | 4166 3941 | 3961 | 4516 | 3435 | 3610 [ 3395 | 3163 | 31.88 | 33.80| 3310 |Revenues persh 36.25
362| 35| 443| 455| 456| 495| 528| 743| 568 673| 586 663 591 60 630| 653 6486 7.05{"CashFlow" persh 8.00
2121 144 2421 245| 238| 250 267| 278f 259| 274 296 285 298} 297| 345} 330| 360; 3.70 |Earningspersh A 4.25
1541 1321 145 120 - 130 1.38| 146 458) 168) 176| 184 1.88] 180) 1841 198} 203} 210| . 216 [Div'd Decl'd persh Bm 2.35
2871 237 328 90 641 694| 486 338 452 621| 768] 74f] 687 681 816 784 11.35] 171.20 [Capi Spendingpersh | . 9.00
1686 2027 1940) 2095 1964 | 2082 2178 | 2335 | 2430 2537 | 2585 | 2783 | 2905 | 2994 | 3147 33.08| 3505 37.10 |Book Value persh © 43.30
103.57 | 10357 | 104.73 | 104.73 f 11083 | 110.74 | 11252 | 114.67 | 116.67 [ 116,67 | 117.78 | 123.34 [127.45 | 120.88 | 132.01 | 141,00 | 145.00 | 749,50 |Common Shs Outst'g P | 157.50
5] 175] 125] 126 1221 130) 136 144 54| 60| 127} 16| 128 | 137 | 148] 144 Bordrghresare [Avg Ann'i PIE Ratio 125
J5| 100 81 65 67 T4 T2 a 83 80 76 a7 82 86 84 .B1| Valuelline  |Relative PIE Ratio 80
50%| 52%| 43% | 44% | 45% | 42% | 40% | 39% | 42% | 43% | 49% | 57% | 49% | 48% | 42% | 42% | VEN. |avgAnnIDivdYield | 45%
CAPITAL STRUCTURE as of 12/31/13 3885.0 | 4777.0 | 4563.0 | 4621.0 | 6319.0 | 4237,0 | 4601.0 | 4400,0 | 4176.0 | 4495,0 { 4900 | 4950 (Revenues ($mill} 5700
Total Debt $5625.0 mill Due In 5Yrs $1294.0mil | 3050 | 3230 | 3060 | 3270 | 3630 | 357.0 | 3760 | 367.0 | 4200( 471.0| 520| 550 |Net Profit ($mil) 670
LT Dehit $0395.0 . 3x)LT Interest $284.0mil. 1735 gy T - [ 265% | 29.2% | 35.4% | 320% | 29.8% | 30.3% | 30.2% | 32.1% | 32.0% | 37.0% [Income Tax Rate 32.0%
(LT interest earned: 3 85% | 9% | 26% | 46% | 85% | 143% | 80% | 54% | 7.8% | 87% | 0.0% ] 11.0% |AFUDC%toNetProfit | 20%
Leases, Uncapitallzed Annual rentals $7.0 mill, 554% | 51.4% | 50.9% | 48.4% | 58.0% | 56.8% [ 52.9% | 54.3% | 54.4% | 536% | 54.0% | 54.5% |Long-TermDebtRatlo | 52.5%
Penslon Assets-12/13 $870.1 mill, 42.6% | 46.6% | 47.2% | 40.7% | 40.5% | 48.2% | 47.1% | 45.7% | 45.6% | 46.4% | 46.0% | 45.5% |Common Equity Ratio | 47.5%
Obllg. $823.0 mill. [75752.0 | 6739.0 | 6027.0 | 5952,0 | 7519.0 | 7891.0 | 78540 | 86110 | 9103.0 | 10059 | 11075 | 12200 |Total Capital {$mifl 14325
Prd Stock None 67620 | 6734.0 | 7007.0 | 7538.0 | 8305.0 | 9009.0 | 9662.0 | 10047 | 10896 | 11643 | 12625 | 14000 |Nt Plant {$mil} 16675
T4% | 74% | 68% | 7.3% | 62% | 61% | 65% | 62% | 63% | 6.4%| 6.0%| 6.0% |Return onTotal Cap'l 6.0%
Common Stock 141,144,841 shs. 11.9% | 11.6% | 10.3% | 10.6% { 11.2% | 10.5% | 10.2% | 10.0% | 10.1% | 10.4% | 10.5% | 10.0% {Return on Shr. Equity 10.0%
as of 2120114 12.2% | 11.8% | 10.5% | 10.8% | 11.4% | 10.2% | 10.2% | 10.0% | 10.4% | 10.4% | 10.5% | 10.0% |Retum on Com Equity €| 10.0%
MARKET CAP: $7.3 billion (Large Cap) 56% | 53% | 38% | 40% | 44% | 36% | 38% | 36% | 38% | 41% | 45% | 4.0% [Retalnedto ComEq- 4.5%
ELECTRIC OPERATING STATISTICS 55% | 56% | 65% | 64% | 62% | 66% | 63% | 64% | 61% | 60% ] 68%| 58% |AlDiv'ds toNetProf 55%
% Change Relai Sales (KWH) 20312 2%1§ 2°+',§ BUSINESS: SCANA Corporation I3 a holding company for South  dustrial, 17%; other, 8%. Generating sources: coal, 48%; ol & gas,
AVQ.MUSLUsg(Mw}ﬂ 8129 8055 NA | Cerclina Electic & Gas Company, which supplies electricity to  28%; nuclear, 19%; hydro, 3%; purchased, 2%. Fuel costs: 51% of
Avg. Indusl. Revs, per KWH () 687 7.09 NA | 675,000 customers in South Caralina. Supplies gas and transmis- revenues, *13 reported deprec, rate: 2,8%. Has 6,000 employees.
gﬂ;wzl‘ém m gggg gg gi’ gg%l slon service to 1.3 million customers In North and South Carolina  Chalrman, CEQ & President: Kevin B. Marsh. Incorporated: South
A:maﬁ.aoédFador[( 573 56.8 NA and Georgla, Owns gas pipelines. Acquired PSNC Energy 2/00. Carolina, Address: 100 SCANA Parkway, Cayce, South Carolina
% Change Customers &rend) +.5 +.9  +1.2 | Eleciric revenue breakdown: residential, 43%; commercial, 32%; In- 29033, Tel.: 803-217-8000. Intemet: www.scana,com,
SCANA’s electric utility subsidiary is 2014, The year got off to a good start, as
?s&ﬁc&ﬁs Past 272’ast 2:;“,112_?133 building two. nuclear units., South first-quarter results benefite»dg from colder-
oichangepersh) 10V, 5¥m,  to'rg | Carolina Electric & Gas will own a 60% than-normal  weather. Nevertheless,
Revenuss 5% -45%  20% | stake in the new units, which will provide SCANA maintained its earnings guidance
“Cash Flow” gg‘& :23%‘;//0 gg% the utility with 1,340 megawatts of capaci- at $3.45-$3.65 a share, which we regard as
gﬁ,ﬂgﬁgs i5% o5% 30% |ty The first unit is scheduled to come on conservative, given that the weather
Book Value 45% 45% 55% | line i(rix llazlte 201}’]7 orf (-:arlgll1 2?18, a'?g the benefit was $0610$% %Iéare. We have (saised
secon months after the first, is is our estimate by s a share, to $3.60.
eggla‘r MSWTEEE%EVSE:‘#ESD“gltialt).ﬁ ;;‘;z, several months later than the initial This would produce 6% earnings growth,
201 11281 7000 1082 1036 |4400.0 schedule, and the delay has caused a $200 We forecast a more modest profit in-
2012 |1107 808 . 1038 1123 41760 million cost overrun. SCE&G is having crease in 2015, The March-quarter com-
203 11311 1016 4051 1117 |adesp | discussions with its contractors to deter- parison might be tough, assuming a rever-
2044 11500 1050 1100 1160 |dopp | mine which party is responsible. The com- sion to normal winter weather patterns.
2015 |1500 1100 1150 1200 |4950 | pany plans to update the construction We figure earnings will climb at the low
cal- EARNINGS PER SHARE A run | Schedule in the third quarter. The cost of end of SCANA's target of 3%-6% annually.
ondar |Mar31 Jun.30 Sep3d Decdt| Year SCE&G's 60% stake in the project is an es- The board of directors has raised the
2011 | 1.00 B8 75 | og7| timated $6.2 billion. The construction costs dividend, The annual increase was $0.07
22 | o1 54 91 78 | 345| will necessitate some financing, both debt a share (3.4%). SCANA is targeting a pay-
2013 | 141 60 o4 73 | 330] and equity, through 2016. out ratio in a range of 55%-60%. We have
o044 | 137 54 95 .74 | 260] The utility implements annual rate in- slightly increased our 3- to 5-year dividend
2015 1 130 .60 100 .80 | 370]| creases to recover construction work projection.
Gal- | QUARTERLY DIVIDENDS PAIDB = | Ry in progress for the new nuclear units. SCAI\.IA stock has a dividend yield
endar |Mar31 Jun3D Sep30 Dec3t| Year | The latest rate hike, in the fourth quarter that is only about average for a utili-
2010 | 47 A5 415 475 | 190 of 2013, was $67.2 million (2.9%). This will ty. Like many other utility issues, the
00 | 475 4s5 A5 485 | 193 be a key factor in SCANA's profit growth recent price is near the midpoint of our
o012 | 485 45 405 495 | {g7| while the new facilities are under con- 2017-2019 Target Price Range, so total re-
2043 | 495 5075 5075 50751 2021 struction. turn potential is mediocre.
2094 | 5075 595 : Earnings should improve solidly in Paul E. Debbas, CFA May 23, 2014

(A} Dil egs. Excl. nonrec. galns glosses): ‘09,
29¢; '00, 28¢; ‘01, $3.00; '02, ($

‘04, &23¢); '05, 3¢; ‘06, 9¢. "11 EPS don't add
due to change In shs., '12 & 13 due to round- | fntang. In 13: $9.65/sh. (D) In mill. (E) Rate
© 2014 Value Line Publishing LLC. AY rights reserved. Factual maleria) is obtalned from sources believed 1o be reliable and is provided without warranties of any kind, .
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ing. Next earnings report due late July,
.72);'03, 31¢; | (B) Div'ds historically paid in early Jan., Apr.,

base: Net orig. cost, Rate allowed on com, eq.
in 5C: 10.25% elec. in '13, 10,25% gas in '05;
July, and Oct. = Divid reinv. plan avail, (C) Incl. { in NC: 10.6% in '08; eamed on avg, com. eq.,
'13: 10.5%. Regulatory Climate: Above Avg.

Company’s Financlal Strength B++
Stock’s Price Stability 100 .
Price Growth Persistence 55
Eamings Predictability 100
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Institutional Decisions prawe "] g B S | " %Toglég:u'ﬁ:s?é;.
toBuy 2a120713 mzzgig “}122)13 Percent 12 I Y Y OO 1 1y, 236 264 [
tosSell 232 187 235 | traded 4 i 3y, 986 464 -
 Hid's(o00) 169514 171352 171143 5yr. 1446 2451
1908 [ 1999 [ 2000 [ 2001 [ 2002 ] 2003 [ 2004 { 2005 [ 2006 | 2007 [ 2008 [ 2009 (2010 |2011 {2012 {2013 [2014 [2015 | ©VALUELINE PUB,LLC]17-19
23311 2289 | 3538 3027 2938] 3481 4048 4564 | 4489 4379 | 4421 3288 | 37.44 ) 4183 | 3980 4318 | 4380 45.65 [Revenues persh 52.25
516 536| 491| 539| 571 556| 658| 596| 674f 693| 740( 794} 776 858 | 892) 887 635] 0.90|"Cash Flow’ persh 12,50
1241 166 206 255| 2797 301 383| 352 423} 426 443 478 402 447 435] 422| 445 475 [Earningspersh A 6.25
156 1561 4007 1.00{ 1.00{ 100] 100) 446] 4201 124{ 137} 156( 156| 1.92| 240f 252| 264| 280!DivdDecldpershB= 3.40
185 2481 376 522 592] 463] 482 546 728 -7.70) 847} 7767 858 | 1185 ( 1220[ 1052 | 13.00( 1245 ;Cap'l Spending per sh 12,00
12201 12581 1235 13471 1379} 1747] 2078 [ 2395 2866 | 3187 | 3275 3654 | 3754 | 41.00 | 4242 4503 | 46.70| 48.50 |Book Value persh © §5.75
237.00 | 25740 | 201.90 | 204.48 | 204.91 | 226.60 | 234.18 | 257.19 | 262.01 | 261.21 | 243.32 | 246,51 | 24045 | 238,93 | 242.37 | 244.46 | 246,50 | 246.50 | Common Shs Outst'g P | 252,00
211 128 94 97 82 9.0 861 18] M5] 140) 18] 101 126 1181 149| 197 | Bowd fighres are |Avg Ann’l PIE Ratio 155
1.10 73 .61 50 45 51 45 83 62 T4 Ng| b7 80 74 85| 141 \Valgline  |Relative P/E Rafio 95
80% | 74% | 52% | 4% | 44% | 37% | 29% | 28% | 28% | 24% | 26% | 32% | 34% | 36% | a7% | 30% | T lavgAawiDivdYield | 5%
CAPITAL STRUCTURE as of 12/31/13 8410.0 | 11737 | 11761 | 11438 | 10758 | 8106.0 | 0003.0 | 10036 § 9647.0 | 10557 | 10800 | 11350 |Revenues ($mill} 13150
Total Debt $12945 mill. Due in 5 Yrs $4623.0mil. | 9300 | 8980 | 11180 [ 11350 | 1123.0 | 1193.0 | 1008.0 [ 1088.0 | 1079.0 | 10600 | 1175 1255 Net Profit ($mill) - 1650
w;gégysﬁls rcna"lhauzlég']g‘:;:'$559-° mil. | - [313% | 336% | 20.2% | 30.5% | 265% | 263% | 16.2% | 26.5% | 95.0% | 350% [Income TaxRate - | 34.0%
(LT'lntere;st earf\ed?&ﬁx) ' 28% | 63% | 7.2% | 11.5% | 13.2% | 10.6% | 11.9% | 15.2% | 17.2% | 11.2% | 11.0% | 10.0% |AFUDC % to Net Profit 9.0%
45.3% | 43.4% | 37.0% | 34.8% | 44.5% | 44.8% {494% | 504% | 52.8% | 50.5% | 51.0% | 51.5% |Long-TermDebtRatle | 52.0%
Leases, Uncapitalized Annual rentals $85.0 mil. | 52.6% | 55.1% | 61.4% | 63.7% | 54.2% | 54.1% {40.6% | 40.2% | 46.7% | 494% | 40.0% | 48.5% |Common Equity Ratlo | 46.0%
Pension Assets-12/13 $2789 mill. 92550 | 11178 | 12229 | 13071 | 14692 | 16646 | 18186 | 20015 | 22002 | 22281 | 23500 | 24775 |Total Capital ($mill) 29300
Pid Stock $200 i, Pfd DIV d°$¥’1"g-r§l?,“59 mik | 14086 | 12101 | 13175 | 14884 | 16865 | 18281 | 19876 | 23672 | 25191 | 25460 | 27475 | 20225 |Not Plant {Smil) 33400
814,073 shs. 6‘% CUT;L $25 par, ! : 1.3% 1 92% | 10.3% 9.6% 8.5% 8.3% 6.8% 8.7% X 6.1% 6.0% 6.0% 6.5% |Return on Total Cap’l 7.0%
Common Stock245,(589.822 shs, 18.4% 1 14.4% | 14.6% [ 13.3% | 13.8% | 13.0% | 10.9% | 10.9% | 104% | 96% | 8.5% | 10.0% [Returnon Shr. Equity 11.5%
as of 221114 18.9% | 144% | 14.8% | 13.5% | 14.0% | 13.4% | 11.4% | 11.0% | 104% | 9.6% | 9.5% | 10.0% [Return on Com Equity E! 11.5%
MARKET CAP: $24 billion (Large Cap) 14.8% | 10.1% | 11.0% | 97% | 9.7% | 93% | 7.0% | 65% | 51% | 4.1% | 40%{ 4.0% [Retainedto ComEq 5.0%
ELECTRIC OPERATING STATISTICS 2% | 26% | 2% | 3% | 2% | 3% | #M% | 52% | 58% 58% | 58% |All Div'ds to Net Prof 54%
% Changs Retal Sales (kW) 29,1? ":021% 2_011_3 BUSINESS: Sempra Energy is a holding co. for San Dlego Gas & gas. Has subs. In gas pipeline & storage, power generation, & ii-
v s, Use 4457 4335 4278 | Electic Company, which sells electriclty & gas malnly in San Diego  quefied natural gas, Sold commoditles business in *10. Power
Avg,hdmt.Rws.m i) 1243 12,18 13.40 | County, & Southem Callfornla Gas Company, which distributes gas  costs: 38% of revs. *13 reported deprec. rates: 1.6%-7.6%, Has
Capacﬁoyaalf’eak( wl’; ME ;1' m’; to most of Southem Callfornia. Customers: 1.4 mill. electric, 66 17,100 employees. Chalrman and CEQ: Debra L. Reed. Presldent:
xﬁﬁﬁbtoa'dsra%'(& } NME NMF  HMF | mil gas. Elec. rev. breakdown: residential, 46%; commercial, 38%; Mark A. Sell. Inc.: CA. Address: 101-Ash St, San Diego, CA
% Changa Customers (yr-end) +.8 +.5 +.5 | Industral, 9%; other, 7%. Purchases most of its power; the rest Is 92101-3017. Tel.: 619-696-2034. Intemet: www.sempra.com,
Fied Chage Co, (%) 319 252 307 | Sempra Energy should post respect- billion-$10 billion. Sempra would not as-
ANNUALRATES Past  Past Estd 1143 able earnings growth this year and sume price or volume risk; it has entered
ofchange (persh)  10¥rs,  5Vis.,  toM749 next. The rate bases of the company’s util- into 20-year take-or-pay contracts, This is
Revenugs 0% -1.0% 40% | itles, San Diego Gas & Electric and projected to provide $300 million-$350 mil-
'I'ECas_h Flow” ig';/; 4.5% %g‘,’,a Southern California Gas, are expanding lion of annual earnings, Completion of the
Diidng3s 88% 125% 70% | due to numerous projects, such as electric project is expected in 2018.
Book Value 11.5% 65% 4.5% | reliability enhancements and an advanced A ruling on the utilities’ pipeline
ca | GUARTERLY REVENUES (§ral) | Fun metering system, in addition to normal safety enhancement plan is expected
engar Mar3! Jun30 Sep.30 Dec.dt| Year utility maintenance expenditures, Utility soon, and another important regula-
5071 | 2438 2422 2576 2604 |10036 income won't rise as fast as the rate base, tory filing is upcoming. SoCal Gas and
o012 | 2383 2080 2507 2668 | 9647 but should still be a major contributor to SDG&E are propesing to spend $4 billion-
2013 | 2650 2651 2551 2705 |10557 Sempra's profit growth. The company has $5 billion over the next several years on
2014 | 2750 2500 2700 2850 |10800 | @mple expansion opportunities in its inter- safety projects for the utilities’ natural gas
2015 | 2000 2600 2850 3000 |11350 | mational {Mexico, Peru, and Chile) opera- pipelines. Later this year, SoCal Gas and
Cal EARNINGS PER SHARE A Full tions, with several projepts gnder way SDG&E will file general rate cases, with
endar |Mar31 Jun30 Sep.30 Decdt| Year (notably natural gas pipelines in Mexico), new tariffs taking effect at the start of
|07 97 122 121 | 447 others In various stages of development, 2016.
2042 ‘97 :98 1:33 108 | 435 and still other opportunities for‘ bidding, Th'e dividend was raised 5% earlier
2013 | 54 146 100 1143 | 422| Our 2014 and 2015 share-earnings esti- this year, and dividend growth should
2014 | 410 100 120 145 | 445| mates are within Sempra's guidance of be even greater once construction of
2095 | 115 1.05 130 125 | 475] $4.25-$4.55 and $4.60-$4.90, respectively. Cameron is under way. Sempra prefers
cal- | QUARTERLY DVIDENDSPAIDE= | Fun The company is seeking regulatory accelerating the dividend growth rate to
ondar |Mar3! Jun30 Sen.30 Dec.| Year approvals to build a liquefied natural declaring one huge increase.
2010 | .39 19 39 39 156 | 8as export facility. Sempra wants to We beh(.eve Sempra’s strengths are re-
01 |39 48 48 48 183 | convert its Cameron LNG terminal (origi- flected in the stock price. The equity is
02 | 48 60 80 80 298| mally built as an export facility) inte an ranked unfavorably for Timeliness, and 3-
013 | 50 83 83 83 240 | import site through a joint venture. The to 5-year total return potential is low.
2014 | 63 6 total cost of the project is estimated at $9 Paul E. Debbas, CFA May 2, 2014
SA) Dil. EPS, Excl. nonrec. galns (losses): '08, |'07, (10¢). '12 EPS don't add due fo rounding. | $16.35/sh. (D) In mill. (E) Rate base: Net orig. | Company’s Financial Strength A
7¢; '06, (Gf); 09, (26¢); '10, ($1.05); '11, Next egs. report due early Aug, (B} Div'ds his- | cost, Rate allowed on com. eq.: SDGE in'13: | Stock's Price Stability 100
$1.15; 12, (98¢); '13, (30¢) net; gain (losses) | tor. pald mid-Jan,, Apr., July & Oct, » Div'd 10.3%; SoCalGas in *13: 10.1%; earn. on avg. | Price Growth Persistence 85
from disc. ops.: ‘04, (104); 05, (4¢); '06, $1.21; | relnvest. plan avail. {C) Incl. Intang. In "13: com. eq., '13; 8.6%. Reg. Climate; Above Avg. | Earnings Predictability 95

© 2014 Value Line Publishing LLC, All righls reserved, Factual material is obtained from sources believed to be reliable and is provided without wamanties of any kind. o
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1998

1999 | 2000 | 2001 | 2002

2003

2004 | 2005 {2006 [ 2007 | 2008 {2009 2010 ;2011

1y

i
1l 3yr. 327 40.2
S5yr. 988 1758

T

2012 12013 | 2014 [2015 | ©VALUELINEPUB,LLC[17-19

16.34
4.26
1,78
1.34

14.73
346
1.85
1.36

14.54
3.55
1.61
1.34

17401 1478
4471 389
1831 20
134 134

15.31
3583
197
139

20.70
451
236
1.80

2041
491
255
1.87

16.05
365
206
142

18.28
4.03
213
148

19.24
401
210
1.54

2042
422
228
160

22.04
443
225
166

19.21
443
232
1.73

19,06
518
267
1.94

19.26
521
270
201

20.60
5.55
285
208

20.70
575
1290
216

22,50
6.50
3%
236

Revenuos per sh

“"Cash Flow” persh
Earnings persh A
Div'd Decl'd persh®Bw

287
14.04
697.75

379
1216

385 327
13821 1589

375
1143

212
13.13

4.85
19.21

523
20.32

401
1524

465
16.23

510
17.08

5170
18.15

285
13.88

320
14.42

6.16
2143

5.54
21.09

675
2225

5.95
22.95

6.50
26,25

Cap'l Spending per sh
Book Value psr sh ©

665.80 | 681,16 | 69834 | 71640

734.83

741.50 | 741.45 | 746.27 [ 763.10 | 777.19 | 819.65 | 843.34 | 865.13

867.77 | 887.09 | 902,00 | 904.00 [Common Shs Outst'g D | 940,00
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CAPITAL STRUCTURE as of 12/31/13
Total Debt $23295 mill. Due in 5 Yrs $8771.0 mill.
LT Debt $21344 mill,
(LT Interest eamed: 5.3x)
Leases, Uncapitalized Annual rentals $101.0 mill.
Pension Assets-12/13 $8733 mill, Obl, $8863 mill.

LT Interest $788.0

ok $4131 mill. Pfd Div'd $68.0 mi

Inch. 1 mill. shs, 4,2%-5.44% cum, pfd, (§100 par);
12 mill, shs. 5.2%-5.83% cum, pfd. ($1 par); 2 mill.
shs, B.0% noncum, pfd. ($25 par); 4 mill. shs.
5.6%-6.5% noncum. pfd. ($100 par); 14 mill, shs,
5.63%-6.5% nonoum. pfd.
Comimon Stock 887,940,630 shs.
MARKET CAP: $38 billion (Large Cap)

($1 par)

. as of 13414

17456
20400

11902
1589.0

13554
1621.0

14356
1608.0

16353
17620

2
1807.0

15743
1910.0

17657
2268.0

17087
2439.0

18600
2626

18700
2700

21250
3160

16537
24150

Revenues {$mill)
Net Profit ($milf)

il

31.9%
0.5%

33.5%
13.7%

35.0%
10.2%

32.7%
4.8%

21.0%
5.2%

26.9%
44%

33.6%
12.3%

31.9%
14.9%

34.8%
1.6%

35.5%
13.0%

36.5%
120%

Income Tax Rate
AFUDC % to Net Profit

35.6%
9.4%

35.5%
120%

51.2%
45.7%

50.0%
411%

53.5%
44.1%

53.2%
44.3%

50.8%
48.2%

51.2%
44.9%

53.9%
42.6%

63.2%
43.6%

51.5%
45.8%

49.9%
41.3%

63.0%
4.5%

55.0%
43.0%

55.5%
42.5%

Long-Tetm Debt Ratio
Common Equity Ratio

27608
33321

35438
42002

23268
26361

24134
23480

24618
31092

31174
36678

34091
35230

37307
45010

41483
51208

44900
54875

48375
S7725

58300
66200

38653
48390

Total Capital ($mit)
Net Plant (§mil)

8.1%
1%
149%

8.2%
14.4%
149%

8.2%
13.3%
138%

79%
13.2%
14.0%

1%
12.6%
B.1%

6.9%
12.0%
124%

70%
118%
12.2%

1.2%
12.2%
125%

6.8%
121%
125%

7.0%
125%
13.0%

6.5%
12.0%
12.5%

7.3%
12.5%
12.8%

6.5%
12.5%

Return on Total Cap'l
Return on Shr. Equity
12.5% [Return on Com Equity &

ELECTRIC OPERATING STATISTICzs

Poak Load, Summer [\
Annual Load Faclor {
% Change Customers

?kud)

47% | 48% | 38% | 43% | 35% | 8.2% | 3.0% | 34%
C60% | T0% | T3% ) TO% | 7% | 75% | TT% | 3%

36% | 32% | 35%| 35% [Retalned toComEq 3.5%
3% | 75% | 73% 1 74% [All Div'ds to Net Prof 72%

»n
S

-
N ER PP X )

BUSINESS: The Southern Company, through its subsidiarles, sup-
plies electriclty to 4.5 million customers in about 120,000 square
miles of Georgla, Alabame, Florida, and Misslssippl. Also has com-
petitive generation business, Eleclric revenue breakdown: residen-
tial, 37%; commercial, 32%; Industrial, 19%; other, 12%. Retall rev-
enues by state; Georgla, 50%; Alabama, 34%; Florida, 9%; Missls-

sippl, 7%, Generating sources: oll & gas, 37%; coal, 37%; nuclear,
16%; hydro, 4%; purchased, 6%. Fuel costs; 35% of revenues, "13
reported deprec. rate {ullity): 3.3%. Has 26,300 employees. Chalr-
man, President and CEO: Thomas A. Fanning. Inc.: Delaware, Ad-
dress: 30 Ivan Allen Jr. Bivd,, NW., Atlanta, Georgia 30308, Tel.:
404-506-5000, Internet: www,southemcompany.com,

Fited Charge Cav. %)

397 418

423

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

5Yrs,
"1 » nD
4.0%

10 Yrs. to
3.0%

4.0%

4.0%

3.5%

5.5%

Past Est'd'11-13

171219
2.5%

QUARTERLY REVENUES (milt)
Mar3t Jund0 Sep.30 Dec.dt

4012 4521 5428 3696
3604 4181 5049 3703
3807 4246 5017 307
4644 4450 5350 4156
4250 4650 5550 4250

EARNINGS PER SHARE A
Mar.31 Jun30 Sep.30 Dec.31

49 70 106 .30
£ MM 1 -4
A7 86 108 A9
66 .66 113 A0
B0 75 120 45

2.85
267
270
285
280

QUARTERLY DIVIDENDS PAID Bw
Mardf Jund0 Sep.30 Decdi

Full
Year

2013
2014

4375 485 455 485
A55 4725 4725 4726
4725 49 49 48
49 5075 BOTS 507
5076 525

1.80
1.87
1.94
201

Southern  Company's - Mississippi
Power subsidiary has had another de-
lay with its coal gasification plant.
The b582-megawatt project was initially
scheduled to be completed this month, but
has now been pushed back to the second
quarter of 2015. Last year, the company
took aftertax charges totaling $729 million
($0.83 a share) for cost overruns that will
not be recovered in rates, and another
such writedown of $235 million ($0.27 a
share) was recorded in the first guarter.
We have excluded these charges from our
earnings presentation as nonrecurring
items.

Construction is going better at the
site of Georgia Power’s new nuclear
units, The Vogtle Units 3 and 4 are sched-
uled to go on line in the fourth quarter of
2017 and 2018, respectively (a year later
than originally expected). They will pro-
vide the utility with 1,020 mw of capacity
at a cost of $6.8 billion. Although this
project hasn't had the problems of the
aforementioned coal gasification plant,
Wall Street is still concerned about con-
struction risk. This is why Southern stock
trades at a discount to its historical rela-

tive valuation.
Earnings should advance solidly in
2014. The year got off to a good start, as a
much colder-than-normal winter — the
company established an all-time winter
peak demand —boosted first-quarter prof-
its by $0.07 a share, compared with
normal weather patterns. Southern Com-
pany is also benefiting from rate hikes at
its Georgia Power and Gulf Power subsidi-
aries. We have raised our earnings esti-
mate by a nickel a share, to $2.85.
We forecast more-modest profit
growth next year. We base our estimate
on normal winter weather conditions,
Georgia Power and Gulf Power will alse
benefit from rate relief in 2015,
This stock has a dividend yield that is
more than a percentage point above
the industry average. The board of
directors raised the annual dividend by
$0.07 a share (3.4%), and we project
similar dividend growth over the 3- to 5-
year period. However, with the recent
price within our 2017-2019 Target Price
Range, total return potential is just slight-
ly above the utility mean.

May 23, 2014

A} Diluted eamings. Excl. nonrecurring gain

losses):

'03, B¢, '09, (25¢); '13, (83¢); "14,

Next eamings report due (ate July.

27¢g.
B) Div'ds historically paid In early Mar., June,
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Sept.
avallable. 1 Shareholder invesiment plan avall-

$5.59/sh. (D} In mill. (E) Rate base: AL, MS,
LLC. Al tights reserved, Faclual material is obtalned Fom sources belleved lo be reliable and is provided without warranties of an
ublicatlon is strctly for subscriber’s own, non-commercial, intemal use.

for generating or maiketing any piinted or elecironlc publication, service o product.

, and Dec. ® Div'd reinvestment plan
5C) Incl, deferred charges. In '13; -

falr value; FL, GA, orig. cost. Allowed retum on
com, eq, (blended); 12.5%;
com. eq., 13: 12.5%. Regulatory Climate: GA,
AL Above Average; MS, FL Average,

Paul E. Debbas, CFA
COmEany’s Financial Strength

Stock's Price Stability
Price Growth Persistence

Earnings Predictability
Kind.

T3 To subscribe call 1-800-833-0046.
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; High:] 170 188] 183[ 177] 186] 220[ 167] 18.1] 10.7| 194] 19.2] 185
meness 3 misews | OF| 58| 198) 13| | 18| B8] 04| 88| BE| B[ B3| %3 Targot Price Ranos
SAFETY 2 Resed224i2 | LEGENDS ]

3 L 0
TECHNICAL Lowered 62314 | A Higa i po
BETA 85 (1.00=Marke) ogims Yes - "
[ 2017-19 PROJECTIONS e frea Toesk ~ L
. Ann'i Total 1 _l LT TN N Dt bl @ - 16
High Pzﬂge (+G1a5"'3/ “"é%ﬁ" S O TN il 12
lov 16 ' (-3%) 4% ITLT 1
Insider Decisions Fr 8
JIJASONDJF - e 6
By 000000000 O e, SR
Optons 0 00000101 " i) (R B PP SO .4
il 000000100 i | T e % TOT. RETURN 2114
Institutional Decisions i i' i.,_ THS  VLARMNS
0013 30013 4q2013 : i D STOCK  INDEX |
why 130 144 145 | oecent 18 : ty. A3 2298 [
to5di 162 125  154] yraded 6 3y, 81 402 [
Higs(t0t) 132307 130648 133031 5y. 1192 1758
1998 | 1999 | 2000 ] 2001 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 {2009 {2010 (2011 2012 {12013 [ 2014 | 2015 | ©VALUELINEPUB,LLCT{7-19
1483 1501 | 1847 18.97 | 1622 | 1450 13.37 | 1446 | 1646 | 1677 | 1585 | 1548 | 1623 | 1549 1383 | 13.42| 1375] 74.20 |Revenues persh 16,50
325 328 44| 43| 320 196; 214| 237| 251 25| 201| 235! 250 277 269| 243| 260] 275 |“Cash Fiow” persh 3.50
162 153| 1.97) 224| 195} d08 Jil 100 A7) 127 Jr) o100 1437 127 14 92| 100} 1.05 |Earningspersh A 145

88 88 88 .80 {Div'd Decl’d per shBw 95

2247 323 545] 692 608 314
11421 1073] 193] 442 14086| 893

137 142 298| 234] 277( 299) 2281 210
6431 765| 825 0561 043 075} 1040 [ 1050

2331 245( 340) 3.20 |CapiSpending per sh 2.00
1068} 10.74 | 10.85| 11.00 |Book Value per sh ¢ 1200

132.007 132.10 | 126.30 | 139.60 | 175.80 | 187.80

199.70 | 208.20 | 209.50 | 210,50 | 212.90 § 213.90 | 21490 | 215.80

216,60 | 217.30 | 218.00 | 218,00 [Common Shs Outstg P | 216.00

78] 142] #1197 129 110 -

1831 174 138 183 21271 126 146] 144

16.5] 189 | Boid figlres are |Avg Ann’] PIE Ratlo 13.0

(LT interest earned: 2.9x)

J%{ 0% 16% | 23% | 54% | 65% | 12% | 6%

93 81 a7 66 80 - 102 91 a5 T 128 B4 93 90 891 1.08 Value|Line Relative P/E Ratio 80
AB% | 59%| 57%| 48%| 66% | 7a% | 5% | 4% | A7 | 48% | 49% | 63% | 49% | 4% | 50% | 51% | UEeS v anwiDivdYield | 5.0%
CAPITAL STRUCTURE as of 1213113 2669.1 { 3010.1 | 3448.1 | 3536.1 | 3375.3 | 3310.5 | 3487.9 | 33434 | 29966 | 2854.3 | 3000 | 3100 iRevenues {$mill) 3800
Total Debt $3005.1 mik.Due In 5 Vrs $4379.4 mil. | 1374 | 2110 | 2444 | 2058 | 1624 | 2139 | 2429 | 2726 | 2460 1978| 220 230 {Net Profit (Smll) 35
LY Debt $2637.8 mill LT Interest $1624mil. 3 5w 74519 [ 404% | 40.7% | 96.8% | 316% | 30.8% | 36.1% | 36.9% | 355% | 36.5% | 35.5% lIncome Tax Rato 5%

17% | 50% | 9.0% ) 6.0% (AFUDC%toNetProfit | 2.0%

Leases, Uncapitalized Annual rentals $6.0 mill.

75.1% | 700% | 65.0% | 61.0% | 61.5% | 60.6% | 59.2% | 54.2%
24.9% | 30.0% | 35.0% | 98.0% [ 38.5% | 39.4% | 40.8% {45.8%

56.5% | 54.9% | 65.0% | 56.0% |Long-TermDebtRatlo | 56.0%
43.5% | 451% | 45.0% | 44.0% |Common Equity Ratlo | 44.0%

Pension Assets-12113 $593.0 mil. 5163.9 | 53009 | 49416 | 51754 [ 5214.3 [ 5267.0 | 5317.8 [ 49539 | 62645 | 51715 | 5285|5485 |Total Capltal (Smil) 6025
Bid Stock None Oblig. $666.0 mill. | 4g57.9 | 45659 | 47669 | 4988.2 | 52213 | 66441 | 5841.0 | 59678 | 5990.1 | 64701 | 6560 | 6895 |Net Plant (Smill 7125
: ! 56% | 66% | 7.3% | 73% | 51% | 60% | 64% | 74% | 61% | 64% | 6.6% | 54% [ReturnonTotalCapl | 7.0%
Common Stock 218,067,617 shs. 10.7% | 133% | 14.10% | 132% | 81% | 10.3% | 112% | 120% | 10.7% | 85% | 9.5% | 9.5% [ReturnonShr.Equity | 12.0%
as of 213114 10.7% | 133% | 14.0% | 132% | 8.1% | 10.3% | 112% | 120% | 10.7% | 85% | 85% | 0.5% |Return on Com Equity E| 120%

MARKET CAP: $3.7 billion (Mid Cap)

ELECTRIC OPERATING STATISTICS
2011 20

NMF | 33% | 50% | 51% | NMF| 21% | 31% | 3.9%
106% | 75% | 65% ! 61% | 104% | 80% | 72% | 67%

24% 1 3% | 1.0%] 1.5% |Retained to ComEq 4.0%
TI% | 97% | 87% | 83% [AllDivids to Net Prof 65%

BUSINESS: TECO Energy, inc. is a holding company for Tampa
Electric, which serves 700,000 customers in west central Florida,
and Peoples Gas, which serves 350,000 customers in Florida,
TECO Coal mines coal. Sold TECO Transport 12/07; discontinusd
generation investments In Guatemala in '12. Electric revenue
breakdown: residential, 49%; commerclal, 31%; industrial, 9%;

other, 11%. Generating sources; coal, 56%; gas, 36%; purchased,
8%, Fuel costs: 31% of revenues. '13 reported deprec. rate {ulility):
3,7%. Has 3,900 employees. Chairman; Sherill W, Hudson. Pres}-
dent & CEO: John B, Ramil. Incorporated: Florida, Address; TECO.
Plaza, 702 N, Franklin Street, Tampa, Florida 33602, Telephone:
818-228-1111. Internst: www.tecoenergy.com.

% Change Relaf Sales (KWH) 034 1% 20
3l ai l8s «J, . -
g nﬁ Use (W) NA NA NA
Avg.lrgdusLRws.mrKWH(t) 8.4 884 850
Capacky at Poak (i) 4584 4668 4668
Peak Load, Wintar (M) NA NA NA
AnnuadLoad Faclor (% NA NA NA
% Change Customers (avg) VAN 2 P B 2
Fited Charge Cov. () 302 301 212
ANNUAL RATES  Past Past Est'd 1113
ofchange (persh)  10Yrs,  5Ys. (0719
Revenues -1.8% -3.0% 25%
“Cash Flow" 20% 25% 5.0%
Eamings -2.0% 5%  4.5%
Dividends -35% 25% 1.5%
Book Value -1.5%  3.0% 2.0%

Cal- | QUARTERLY REVENUES ($ mill) Full
endar |Mar31 Jun.30 Sepd0 Dec.dt| Year

2011 {7961 8857 9114 750.2 (33434
2012 16971 7525 8686 6884 29966
2013 16611 7359 7659 6884 28513
2014 (6841 750 850 7159 (3000
2015 {725 775 875 725 |3100

Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun.30 Sep.30 Dec.31] Year

0| 24 3% 42 25|17
20121 2 30 42 23 14
131 19 24 29 2 92
2014 | 22 25 35 18| 1.00
215 | .23 26 37 9| 1.05

Cal- | QUARTERLYDIVDENDSPAD®= | Fu
endar {Mar.31 Jun30 Sep.30 Dec.3i| Year

2010 1 20 205 206 205 82
2010 | 205 215 216 216 86
012 (2 2 2 2 88
20132 2 2 2 88
2014 | .22

The prospects of TECO Energy’s coal-
mining operations are weakening.
Both margins and volume at TECO Coal
are under pressure due to low demand.
This subsidiary generated $9.0 million of
net profit last year — down sharply from
$50.2 million in 2012—and probably won't
do any better than breakeven in 2014, And
even this showing is thanks to tax deple-
tion benefits. (TECO Coal lost $1.6 million
in the first quarter)) This stock's price has
declined slightly in 2014, in a year that
has seen most utility equities rise—several
by more than 10%,

TECO expects to complete the acquisi-
tion of New Mexico Gas Company in
the third quarter. The company has
agreed to pay $750 inillion and assume
$200 million of debt for New Mexico Gas.
TECO has said that it plans to finance the
deal with $350 million-$400 million of
common equity, $250 million of long-term
debt, and cash on hand. TECO has offered
concessions (such as a rate freeze through
the end of 2017) that enabled it to reach a
settlement with a group representing in-
dustrial customers and the state attorney
general's office. The staff of the New Mexi-

co Public Regulation Commission was not
part of the settlement, but does not oppose
it. Due to the effects of the concessions,
the purchase would not begin to be accre-
tive to earnings until 12 months after com-
pletion, Our figures will not reflect New
Mexico Gas until after the acquisition is
consummated, but we are including the
merger-related expenses.

The utilities’ prospects are good. With
the service area’s economy recovering, cus-
tomer growth is improving. Tampa' Elec-
tric and Peoples Gas are each likely to
earn within their range of allowed returns
on equity this year. We think their profit
growth will outweigh the weakness at
TECO Coal, so we estimate a partial earn-
ings recovery in 2014, followed by an up-
tick next year.

TECO stock offers a high dividend
yield. This is more than a percentage
point above the average for electric compa-
nies and is among the highest in this in-
dustry. However, with the stock price still
within our 2017-2019 Target Price Range,
total return potential is just slightly above

the utility average,
Paul E. Debbas, CFA May 23, 2014

A} Diluted eamings. Excl. nonrecurring galn

04, (77¢); '05, 31¢; ‘08, 1¢; '07, 74,1
© 2014 Value Line Publishin

Next earnings report due late July, (B) Div'ds
{losses): '99, (11¢); '03, ($4.97); '07, 63¢; 10, | paid in late Feb,, Ma?l. Aug., & Nov. = Div'd re- [ in '3 (elec.): 10.25%-12.26%; in ‘08 (gas);
2¢) net; gains (losses) on discontinued ops.: | investment ptan avallabl

2, (1)5¢). charges. In "13: $1.93/sh. (D) In mill, {(E) Rate

le. {C) Incl. deferred

LLC, ANl right$ reserved, Factual material Is obtainéd from Sources befieved to be relfiable and is provided without warranties of any Kind,
THE PUBLISHER IS NOT RE%PONS]BLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is siriclly for subscrber’s own, non-commercial, intenal use, No part
of it may be reproduced, resold, stored or transmitled In any printed, electronic or olher form, or us

base: Net orig, cost, Rate allowed on com, eq.

9.75%-11.75%; earned on avg. com. eq., '13;
8.6%. Regulatory Climate: Average,

for generating or marketing any printed or elecronic publication, sendce or product

Company's Financial Strength B++
Stock's Price Stability 95
Price Growth Perslstence 45
Earnings Predictability :

To subscribe call 1-800-833-0046.
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1998 [ 1999 [ 2000 | 2001 [ 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 | 2008 | 2009 |2010 {2011 |2012 [2013 [2014 {2015 | ©VALUELINEPUB.LLC]17-19
29341 2001} 3754| 4645 4755 4039 4587 | 4088 34.03| 30.23 | 37.69 | 2081 | 1975 | 31.01 | 2822 2852 29.05| 25.95 |Revenues persh 33.50
534] 467| b53| 661 689| 4697 437 413| 465] 548 593 509| 365{ 533 565| 851 &70| 590 [“Cash Flow" persh 6.45
180 223} 25| 2531 185 124| 154| 130] 186 187 189 184 188 196 | 204{ 228; 230} 250 |Eamingspersh A 275
473 473 173 73] 173| 73] 473} 473 1734 473 78] 173 173} 173 73] 473 173} 173 [DW'dDecl'd persh B 173
1631 1487 231] 2017 241 2190 2041 2257 309; 9892 857) 412] 403| 648 667 B38| 520] 545 [Cap'l Spending persh 7.90
19.05| 1055| 20421 21.25] 2028 2065 22.84 | 2239 1853 | 1855 | 18.85 | 1945 | 21.81 | 2161 | 21.95| 23.85| 2445| 2530 |Book Value per sh © 29.05
2339 2344 2346| 23531 23791 2386 2401} 24327 2486 2503 | 2517 { 20.98 | 50.51 | 50.65 | 50.87 | 56.75| 56.75 | 56.75 [Common Shs Outst's E [ $6.75
163 128[ 108f 115] 160 180] 187} 235] 187 184 187( 127 140 164 | 17.2] 169 | Bondrigiresare [AvgAnn'i PJE Ratio 16.0
85 72 70 59 821 103 881 1251 1.0 8 10 85 891 103] 108 95| \ValveiLine  IRelativs PJE Ratlo 1.00
59%| 62%| 62%| 59%| 62% | 77%| 60% | 57% | 50% | 50% | 55% | 70% | 62% | 54% | 49%] 45%| " |AvgAnr Divid Yield 3.6%
CAPITAL STRUCTURE as of 12/31113 19013 | 12131 ] 8460 { 982.0 | 948.7 | 896.6 | 997.7 | 16704 | 14865 | 1618.7 | 1650 | 1700 |Revenues ($mill) 1900
Total Debt $1736 mill. Due in 5 Yrs, $131.9 mil, 309 34| 4541 4671 481y 543! 7031 997 1037 1203 120| 135 |Net Profit ($mili) 165
LT Dbt mil, LT InterestSTR0Ml.  \"g54% | 24.1% | 312% | 5% | 422% | 300% | 386% | 365% | 41.0% | 3T.1% | 30.0% | 40.0% [Income Tax Rate 40.0%
f.easnegmlfng:;?fa;izédﬁ\nn, rentals $4.5 mil. 10% ] 9.0% | 80% | 83% | 83% | 100% | 263% | 121% | 121% | 10.0% | 10.0% | 10.0% |AFUDC %o NetProfit | 10.0%
i ) 4720 | 47.2% | 47.0% | 50.8% | 83.8% | 54.0% | 5B4% | 58.6% | 58.9% | 56.0% | 58.0% | 58.0% {Long-TermDebtRatio | 58.0%
Pension Assets-12/13 $688 mill. Oblly, $859 mil. | 62.8% | 528% | §3.0% | 49.2% | 46.4% | 46.0% | 41.6% | 414% | 41.1% | 44.0% | 42.0% | 42.0% [Common Equity Ratlo | 42.0%
10306 [ 10315 | 869.2 | 9436 | 10236 | 1247.7 | 2587.9 | 2642.7 | 27169 | 3077.7 | 3285 3430 [Total Capital (Smill) 3955

Pfd Stock None ' 563.9 | 5921 | 647.0 | 878.4 | 10736 | 11530 | 23275 | 25704 | 27674 | 3068.7 | 3220 | 3365 |Net Plant ($mill) 3915

’ 45% | 41% | 65% | 62% | 64% | 58% | 37% | 52% | 54% | 53%| 55% | 535% [Return on Total Cap’l 6.0%
Gommon Stock 56,462,507 shs. 67% | 58% | 9.0% | 101% [ 104% | 05% | 6% | 91% | 93% | 8% | 90%| 9% [ReturnonShrEquly | 10.0%
67% ] 58% [ 9.9% | 10.1% [10.1% | 5% | 66% | 91% | 93% | 89%| 9.0%] 95% |Returnon Com Equity 2| 10.0%

MARKET CAP: $2.0 billion (Mid Cap) NMF | NMF | NMF| 3% [ 1.0% | 12% | 17% | 11% | 18% | 24% | 25% | 35% [Retained to ComEq 4.5%
ELECTRIC OPERATING STATISTICS 2% ] NMF| M7% [ 70% | 0% | 8% | 74% | 88% | 84% | 73% | 70%| 65% |ANDiv'ds to Net Prof 55%
NCmpRlssW) 0 o3 3 | BUSINESS: UL Holdngs, tiugh s subsidares, operalos as one  Gas Company. Revenue distibulion by ciss: residentil, 48%;
g, IM%:L Use(MWHJ NA NA NA [ of the largest regujated utllity companies In Conneclicut. Business  commerclal, 24%; Industrial, 6%; other, 21%. Fuel costs: 36% of
A, lndusLRevs.mr WH (¢) 6.4 7.4 7.8 | consists of electric distributionfiransmission operations of The revenues; O&M costs, 24%, Has 1,895 employees as of 12/13,
Peakba%lgﬁnge« ) M M “ United  llluminating Company and natural gas fransporta-  President & Chief Executive Officer: James P. Torgerson, inc.: CT.
Annua!toa'dfac{or( NA NA NA | ton/distribution operations of The Southem Connecticut Gas Com-  Address; 157 Church Street, P.O. Box 1564, New Haven, CT.
% Change Customers zyrend] Nl +. +1.,6 | pany, The Connecticut Natural Gas Company, and The Berkshire 06506-0801. Telephone: 203-489-2000. Internet; www.ull.com.

UIL Holdings has announced the pro- earnings from gas distribution and

;k;dﬁzr_cg::és Past zsg,ast zé:t, d '1‘?-?123 posed acquisition of Philadelphia Gas broaden its natural gas business, Addi-
ofchange (persh)  10¥rs.  5¥s.  totrp | Works (PGW), a municipal-owned gas tionally, it will allow UIL to achieve geog-
Revenuss 0% -45% 30% | utility in Philadelphia. PGW serves ap- raphic and regulatory diversification,
poash Flow" '(1"%’ gg‘& %g‘;ﬁ proximately 500,000 customers in Phila- The acquisition is likely to increase
Biidonds A TR %y | delphia, The purchase price is $1.86 billion the debt levels for UIL Holdings Cor-
Book Value 10% 40% 4.5% | in cash. The acquisition, if approved, will poration. Although the transaction is ex-

Car. | QUARTERLY REVENUES (s il Full broaden the size and scope of UIL's opera- pected to be accretive to earnings in the
endar IMar31 Jund0 Sep.30 Dec!| Year | tiODS. According to the terms of the deal, long term, it will likely increase the near-

2011 (5611 3180 3214 3739 15704 PGW's current base rate structure will be term debt burden, The new operating utili-

2012 14583 2835 3238 4209 |44865| maintained through 2017, UIL will be ty subsidiary is expected to have a capital

2013 |5480 3194 3165 4351 |16187 | Peadquartered in New Haven, and PGW structure of approximately 50% debt and

2044 |5712 390 340 4268 |650 | will maintain its headquarters in Philadel- 50% equity, funded at the parent level.

2045 (506 330 360 420 1700 | phia. The company has secured a $1.9 bil- Due to a base rate freeze for PGW through

pry EARNINGS PER SHARE A ray | Hon loan facility from Morgan Stanley, and 2017, and increased debt levels, UIL's divi-
endar |Mar31 Jun30 Sep30 Dec3d| Year | it Intends to fund the acquisition through dend payout ratio (approximately 86%

2011 | 1.02 %8 54 a1 19 equ1tg and long-term debt. The transaction since 2011) could come under pressure.

202 | sz 23 3 55| 202 is subject to regulatory approval from the This issue has a dividend yield that is

2013 | 101 35 31 61 | 208| Philadelphia City Council and from the currently a percentage point above

2014 | 97 .30 .35 .68 | 230| Pennsylvania Public Utility Commission, the utility average. The stock price has

2015 1 140 .35 40 .65 | 250| and is expected to be completed by the fallen approximately 10% since UIL an-

cal- | QUARTERLY DIVDENDS PAD = | gy | fiLSt quarter of 2015. nounced the takeover of Philadelphia Gas
endar |Mar31 Jun30" Sep.30 Dec31| Year | The takeover is expected to be accre- Works in March. However, we think that

2000 | 4 43 43 43| 73| Hve to earnings over the lpng term. the deal will enhance earnings in the long

2011 40 43 A2 4| 17 Presently, 30% of th‘e company's earnings term. The current weakness in the share

2012 | 432 432 432 43| 173| come from gas distribution and 70% from price creates a more appealing entry point

2013 | 432 432 432 432| 173| the electric business. If approved, the pur- for investors.

2014 | 432 A2 chase of PGW will significantly augment Saumya Ajila May 23, 2014
(A) EPS basic. Excl. nonrecur, galns (Iosses&: Sept., and Dec, ® Div'd reinvest., plan avall. (C) | on average common equity in '13: 8,6%. | Company's Financial Strength B++
00, 4¢; ‘03, (26¢); '04, $2.14; ‘08, {$5.07); 10, | Inc), deferred charges. In *13: $339.2 mill. or | Regul. Clim.: Below Average. (E} In milions, [ Stock's Price Stabillty 20
817@4 Next egs, report due in August (B} f$5.98/sh. (D) Rate base: orig. cost. Rate al- | Adjusted for stock dividend, Price Growth Persistence 65

iv'ds historically pald in early March, June, | lowed on common equity in '13: 9,15%. Eamned Eamings Predictability 90

g[!x\s reserved. Factual material Is obtained from sources believed to be rellable and is provided without warranties of any Kind.
OR ANY ERRORS OR OMISSIONS HEREIN. This publicalion is striclly for subscriber’s own, non-commercial, internat use, No panl
of it may be reproduced, resold, stored or ransmitted in any printed, electronic or other fom, of used for generaling or markefing any printed or elfectroric pubficalion, service or product.
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RECENT PIE Trailing: 13.8 Y| RELATIVE DIV'D 0
UNS ENERGY wsc.us BT 60,23 [l 20,1 e e 1,051 3.2% e |
THELNESS. — swponsrzns] [is| 298] 28] s8] ST AT 3T WAL el %93l dmel ol 0 Targe Prics Range
SAFETY 3 Newi2sut | LEGENDS ,
it by e e B 128
TECHNICAL — Swpended 122013] - diaded by el Rt ~l b
BETA .70 (1.00=Market) Opiions: Yes ~ i B 80
7577-19 PROJECTIONS haded area Indicales recession . Al
Ann'i Total T l a8
High P(;I5ce (Saoll‘l/ Re;tl/:ﬂ o) WPy Tt wt 1L 1 TTTTRL40
low 45 ‘(25%) -8% L G it i
Insider Decisions
JIASOND JFpI A
tof ooooooooo-‘{@" 18
Opllors 001000000 | 12
oS! 003000000 S R PR e % TOT, RETURN 3/14
Institutional Decisions " vt [ j I o B O A -l; s v AR
202013 30043 40013 : e ad b’
oy R E frme) e
Hifs{oon) 37355 37570 38280 Sy 1827 2454
WQLB 1999 | 2000 | 2001 | 2002 [ 2003 | 2004 [ 2005 [2006 [ 2007 {2008 [2009 [2010 2011 |2012 2013 [2014 | 2015 | ©VALUELINEPUB,LLC|17-18
2383 | 24851 3142 4312) 2550 2871 3443 8526 | 3742 3942 3041 | 38.89 | 30.78 | 40.89 | 3536 | 35.74 | 3640 37.60 {Revenues persh 41.20
348| 396 423 5411 48] 520 520] 521 568| 664 | 456| V82| 733 | 744 | 648 7331 736 7.60 |“CashFlow” persh 8,00
88| 108 t127] 179 S71 130 131] 130 1.85( 156 301 269 | 282 275| 220{ 304 312 340 |EarningspershA 3.80
-- .- 32 40 50 £0] -.64 16 84 80 96| 146} 1561 188| 1721 174] 185| 195 DividDecldpersh®mt| 228
25| 287 319] 63| 33| 406 449 583] 677 695 985 801] 726 1013} 743] 7.85| 945} 8.05 [Cap’i Spending per sh 7.85
765| 1002 11.20] 1268| 13.05| 1597 | 1685 [ 17.68 | 1856 1054 [ 1946 | 20.94 | 2246 | 24.07 | 2577 | 271.22| 27.00| 26.20 [Book Valuo per sh 32,70
3226 | 3235] 33.22| 3350 3358| 3379 3426 34.87 ] 3519) 3532 ] 3546 | 35.85 | 36.54 | 3692 | 4134 | 4154 | 41.50 | 42.00 [Common Shs Outst'g © | 42.50
233 108} 118| 108 182| 146| 187] 238 177] 220] 738| 104 | 116 133} 178| 159 Bonglresare [Avg Ann'l P/E Ratio 140
1.21 62 g7 55 59 83 891 127 86 117 44 89 14 83 113 89| Vaiugline  IRelative PIE Ratio .90
| o] o] 2mm| 26% | ao%| 26% | 25% | 26% | 26% | 33% | 41% | 48% | 46% | 44% | 36% | "R |avg Ann DIvd Yield 41%
CAPITAL STRUCTURE as of 12/31113 11690 | 12295 | 1316.9 | 1381.4 | 1307.5 | 1304.4 | 14537 | 15095 | 1461.8 | 1484.6 | 1510 | 1580 [Revenues {$mill) 1750
Total Debt $1806.6 mill. Due in 5 Yrs $477.0 mill 459 464 6921 5841 140 1043} 4115[ 1100 | 909 1275] 25| 140 [NetProfit ($mill) 160
LTDebt$16660 mil LT interest S71.0mI.  \op6% | 41.46% | 908% | 40.1% [ 648% | 2% | 412% |ST.6% | 0% | 314% | 36.0% | 360% [Icome Tax Rale 0.0%
nel. $149.8 mil. capltalized leases. el | 29%| 4% -] --f -w| el -l .-l NE| NI |AFUDC%foNstProfit |  Mi
(LT Interest earned: 3.0x) 71.4% | 753% | 72.9% | 68.8% | 72.8% | 70.5% | 68.5% |67.8% | 62.3% | 59.4% | 62.0% | 625% |Long-Term Deht Ratio 63.0%
22.9% | 247% | 27.1% | 31.2% | 27.1% | 20.5% | 31.5% [32.2% | 37.7% | 40.6% | 38.0% | 37.5% |Common Equity Ratio 37.0%
Pension Assets-12/13 $323 mill. Oblig. $362 mill. 26403 | 24949 | 24141 | 2214.9 | 25064 | 2547.0 | 2602.8 | 2750.6 | 20260 | 2787.6 | 2950 | 3180 |Total Capital ($mill} 3740
Pfd Stock None 2081.4 | 21715 | 22506 | 2407.3 | 26177 | 2785.7 | 20615 | 31623 | 33004 | 3534.8 | 3450 | 3625 |Net Plant ($mil) 4200
y 51% | 54% | 59% | 57% | 3.0% | 52% | 55% | 53% | 48% | 58% | 6.0%| 6.0% [Returnon Total Cap'l 5.5%
2:':;%5?“41'633’535Shs' 79% | 75% | 106% | 85% | 21% | 138% | 138% | 12.4% | 85% | 11.3% | 11.0% | 12.0% |[RetumonShr'Equity | 11.5%
MARKET CAP: $2.5 billion (Mid Cap) 7.9% | 7.5% | 106% | 8.5% | 21% | 13.8% | 13.6% | 124% | 8.5% [ 11.3% | 11.0% | 12.0% [Returnon Com Equity® | 11.5%
41% | 32% | 61% | 39% | NMF | 84% | 67% | 54% | 20% | 49% | 45% | 5.5% |Retainedto Com Eq 4.5%
|FLECTRIC OPERATING ST%%STIC%“ 2013 | 40% | 57% | 43% | 64% | NMF [ 40% | 51% | 56% | 77%| &7% | 58%| 53% |AllDIv'dstoNetProf 60%
Z},g'}m‘;ﬁa‘fg&aﬁﬁw) 50*6'3 50'9'% 5&9‘3 BUSINESS: UNS Energy Corporation, through lis subsidiaries, op-  served. Fuels: coal, 76%; gas, 8%; purchased power, 17%. *13
Avg. Indust, Revs, per KWH {f) 740 7.20 7,20 | erales as an electric ulllity in Arizona. Subsidiarles include Tucson  TEP reported deprecation rate: 4.0%. Has 1,877 employees: TEP,
af Paak g‘w 3271 2950 3018 | Electric Power (TEP), UNS Gas, and UNS Electric. "3 refall cus-  1,398; UNS Gas, 188; UNS Eleclric, 143; Other, 248. Chrmn. &
fedkLoad Sy ) thas 28 B | tomers: TEP, 413,000 (n southeastem Avizona) UNS Gas, CEO: Paul J. Bonavia, Pres.: Davd G, Hulchens. Inc.; AZ, Address:
% Change cﬂs‘om&md) 4 +5 +,8 | 148,000, UNS Eleclric, 83,000, Revenue sources: residential, 42%; 88 E. Broadway Blvd, Tucson, AZ 85701. Telephone: 520-571-
commerclal, 23%; industrial, 35%. Copper mining Is largest Indusiry 4000, Internet; www.uns.com,
Fitd Chag Gor. (4 21280 I orpe Federal Energy Regulatory Com- ergy's primary subsidiary, Tucson Electric
gmﬁ’:‘i m{;ﬁs 1’;‘}?; :?;‘ Esfod.f;}{g“ mission has approved the acquisition Power (TEP). The subsidiary was able to
Revegue‘; 5% .05% 10% | of UNS Energy Corporation by Fortis. report higher revenues for the year thanks
“Cash Flow"” 36% 60% 20% | UNS stockholders would receive $60.25 in to a non-fuel base rate increase which be-
Eamings 1;’-8,% 18.0% &% | cash for each of their shares. The offer is  came effective on July 1, 2013, combined
Book Valte 65% 60% 50% | generous, I':11(:i 1(513 tli]mes estin’:iated g014 with a rgrd}?ction in caplitaldle?se cilnt:efrest
earnings. Indeed, the proposed purchase expense. The company also declared a first
Cal- W QU3A1RT§RLY3|§EVSENU§SD($g1|ll.)31 $““ has begn deemed consis’?eng with tlile inter- qugrter dividendpof y$0.48 per share for
endar |Mardl Jun.cd oép.e] 90601l Year| oo of the public, which moves the acquisi- common shareholders.
M 314'3 gg% 3?2‘(13 gj‘ég ziggg tion one step closer to completion. In addi- Tucson Electric Power (TEP) has
g‘gg 232'1 52 4370 3502 |1aedqf tom the shareholders of UNS Energy ap- started to work on a new transmis-
2014 |225 30 456 365|451 | proved the transaction on March 26, 2014, sion line. The 138 KV is expected to
2015 1350 375 485 370 |89 | The acquisition is expected to be com- reduce electrical outages and provide more
EARNINGS PER SHARE A pleted by the end of 2014, It is now subject capacity for TEP. The project is expected
Cgl- Mar3t Jun30 Sepdd Decd &;‘;’r to approval by the Arizona Corporation to cost $4.5 million and was approved by
enday | W - 1%‘6 2'2 275 Commission (ACC). The deal will give the Arizona Corporation Commission in
gg}; ‘3? (75}! 21 51 220 UNS much needed capital access to meet March, 2011, The transmission line is ex-
3 | 7 w3 e 32| 304 clean energy requirements. UNS will pected to be completed in 2014,
2014 | 25 75 467 45 | 342| remain as a stand-alone company head- The Timeliness rank for this issue is
a5 | 45 40 165 .50 | 34p| quartered in Tucsen, Arizona. One-third of suspended due to the impending ac-
QUARTERLY DIVIDENDS PAD B =t | Ful Fortis' assets will be in the United States quisition. There is minimal potential for
e(n:gla'r Wardl Jund0 Sepdt Decdd Y:ar once the deal closes, and it will gain ap- capital gains at this juncture as the stock
L. - B . roximately 65,000 customers in Arizona, is trading just below the takeover price.
Mo 39 39 23 .3g }gg NS Energy had a profitable year. The We advise investors to.sell their holdings
%gg z% ’g 43 '33 i electric utility reported net income of $127 at the current level in order to avoid
2013 | 435 435 43 4| 174 million and share earnings of $3.04. The downside risk in case the deal falls
014 | 48 ' "7l significant increase in net income was through. :
' mainly due to higher revenue at UNS En- Saumya Ajila May 2, 2014
SA) EPS diluted. Excl. nonrecur. gains: '98, | paid in early Mar., June, Sept, and Dec. ® | eamed on avg. com. eq., '13: 8,5%. Regulatory | Company’s Financial Strength B+
9¢;'99, $1.35; °00, 48¢; °03, $2.00. Next earn- | Div'd reinvest. plan avall. T Shareholder invest. { Climate: Avg. Stock’s Price Stability ’ 90
ings report due early May, Earnings may not | plan avail. (C) In milions. (D) Rate base: falr Price Growth Persistence 80
sum due to rounding. {B) Divids historically | value. Rate allowed on com. eq. in *13: 10.0%; Eamings Predictability 40

ion is stifcdly for iber’s own, non-

ial, intenal use,

of fl may be reproduced, resold, stored or Uansmitted In any primed, electrondc or oifier fom, o used for generaling or marketing any printed or elecroric publication, service or product
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exchanged each common share for 1.333
common shares of Vectren,

been accounted for as a pooling of interests,
Indiana Energy common stockholders
received one Veclren conimon share for
each share held. SIGCORP stockholders

146 18] 1234 127] 131 135 | 137) 1390

REGENT PE Tralling: 23.9 \{RELATIVE DV'D 0
VECTREN CORP, NYSE-we PRICE 39.91 RATIO 17.7 (Medlan: 160 /| PIE RATIO 0.95 YLD 3.7 A)
High:| 2611 274] 205] 20.3] 805 269] 27.8] 307| 30.8] 379 414
HELNESS 3 Lmeeizoaz | O] 201) 28] 2081 2031 %08 81| 217| 237| 25| 205| 346 Target Prse Range
SAFETY 2 Lowered1iM | LEGENDS
3 o | i by ares Abte 80
TECHNICAL Ralsed 6/24 cver Reton s Soengh o
BETA .75 (1,00=Market) Og;ilogs: Yes i ; =<1 £0
" 2017-19 PROJEGTIONS |22 led area indlcates recession R— IR b
Pico  Gain " Ratun' | whlle]” 10
tice aln elurn T T Tt
o A /TT;‘”——rﬁ'm"“i“ VT P "!'!’ ! 25
g 3 eRY) g L 0
Insider Decisions - 15
JASONDJFMige "o
010000000QF n
Oflions 1 50000000 R R 75
[foSell__0 50000000 KX T % TOT.RETURN 5/14 |
institutional Declsions | i | JER ' A LR R YHIS  VLARITH?
30013 AQN0 @M | poresnt 12 : hiidd , srz%cg mgﬁ
bol Y IR | chees 8 i s . ay. o6 a7 |-
HM's(N0) 46830 47704 47821 T HHETRIEHTRAEELHI] [ Gyn 1238 1618 :
Vectren was formed on March 31, 2000 2004 | 2005 | 2006 {2007 | 2008 {2009 |2010 |2011 |2012 [ 2013 {2014 [2015 | ©VALUELINEPUB,LIC[17-18
through the merger of Indiana Energy and| 2226 | 2662 | 2683 | 2088 | 30.67 | 2576 | 2606 | 2638 | 27.16 | 3023 33.95| 34,50 |Revenues persh 40.10
SIGCORP. The merger was consummated | 3271 387| 369 420 307| 440 444 474 | 603| 503 580| 620 “Cash Flow" persh 745
with a tax-free exchange of shares and has| 1421 181| 444 183| 163| 179 | 465| 173 | 184| 166 225| 245 |Eamingspersh A 3.00

141} 143( 145| 147 |Div'd Decldpersh Bt [  1.55

366 304 370 438) 483 533] 330] 392

4451 477 480 525 [Cap'lSpending per sh 6.75

CAPITAL STRUCTURE as of 3/31/14
Total Debt $1831.4 mill, Due In'5 Yrs $687.0 mil,
LT Debt $1772.2 mill,
(LT interest eamed: 3.5x)

Penslon Assets-12/13 $323.9 mil.

LT Interest $85,0 mil

Oblig. $338.4 mili.

Pfd Stock None

Common Stock 82,464,845 shs,
as of 4/30/14

1442 | 1501 1543 | 1616 | 1668 | 17.23 | 761 | 1780 | 1857 | 18.86 | 19.40| 19.95 |Book Valuspersh© | 2450
7590 | 7615 | 76.10 | 76.35 | 81,03 | 8110 | 8170 { 81.90 | 62.00 | 6240 83.00| 84,00 |Common Shs Outstg O | 86.00
TB| 16| 89| 63| 168| 128| 150 158 | 150 207 | Beid figlres ae |Avg AnIPIE Ralio 150
93| 80| 102 s1| to1| ss{ 95| 99| 95| 118| Vewellie  |Relative PIE Ratio 95
46% | A% | 48% | 45% | 48% | 59% | 55% | 51% | 48% | 42% | U \ave Annl Divd Vield 34%
1660.8 | 2028.0 | 20416 | 22019 | 24847 | 20889 | 21295 [ 28262 | 22328 | 24912 2750 2000 |Revenues ($mll) 450
1080 | 1368 1088 | 1431 | 1200 | 1450 | 137 | 1416 | 1500 | 1365 ] 85| 205 |NetProfit($mill 260
265% | 244% | 218% | 34.7% | 97.1% | 26.6% | 358% | 37.0% | 34.2% | 32.0% | 36.0% | 35.0% |Income Tax Rate 35.0%
30% | 14% | 38% | 28% | 29% | 41% | - | -] 41% | 40% | 40%| 4.0% AFUDC%toNetProt | 4.0%
4819 | 51.2% | 50.7% | 50.2% | 48.0% | 62.4% | 49.9% | 51.6% | 50.4% | 63.3% | 53.0% | 53.0% |Long-Term DebtRatio | 53.0%
51.8% | 48.8% | 49.3% | 49.8% | 52.0% | 47.6% | 501% | 48.4% | 40.6% | 46.7% | 47.0% | 47.0% |Common Equity Ratio | 47.0%
21115 | 23413 | 2362.2 | 2478.1 | 25095 | 2937.7 | 2674.1 [ 3025.1 | 30795 | 33314 | 3435 | 3550 |Total Capltal ($mi) 3950
21562 | 22518 | 23855 | 26397 | 2720.3 | 2878.8 | 20554 | 30326 | 31196 | 32243 | 3260 | 3360 [NetPrant ($mil) 3700

64% | 72% | 60% | 72% | 65% | 63% | 61% | 6.2%

64% | 54% | 6.5% | 7.0% [Return on Total Cap'l 8.0%

ELECTRIC OPERATING STA'I;I?TICzs

81% ] 66% | B86% | 67% | B80% | 75% | 83% | 80%

) 9.9% | 120% [ 9.3% | 11.6% | 9.5% | 104% | 83% | O7% | 104% | 86% | 11.5% | 120% [ReturnonShr.Equity | 14.0%
MARKET CAP: $3.3 biifion (Mid Cap) 9.9% | 120% [ 9.3% | 116% | 9.5% | 10.4% | 0.3% | 9.1% | 104% | 8.8% | 19.5% | 12.0% |Return on Com Equity &| 14,0%
19% 1 40% | 1.3% | 38% | 20% ; 26% | 16% | 1.9% | 29% | 12%| 40% | 5.0% |Retainedto ComEq 7.0%

3% | 86% | 65%) 60% {AllDIv'dsto NetProf 51%

BUSINESS: Vectren is a holding company formed through the
merger of [ndiana Energy and SIGCORP. Supplles elactricity and
gas fo an area nearly two-thirds of the state of Indiana, Owns gas
distribution assets in Ohlo, Has a customer base exceeding 1. mi-
lion. 2013 Electricily revenues: residential, 36%; commaerclal, 27%;
Industrial, 35%; other, 2%. 2013 Gas revenues: residentlal, 67%;

commercial, 24%; other, 9%. Also provides energy-related products
and services and has an invastment subsidiary, Est'd plant age:
electric, 8 years. *13 depreo. rate: 52%. Has 5,500 employees.
Chalrman, President, & CEO: Carl Chapman, Incorporated: IN, Ad-
dress: One Vectren Square, Evansville, Indlana 47708. Telephone:
812-491-4000, Internet: www.vectren.com.

012 2013
% Change Relal Salas (KWH) ., 2.3 +d
Indust, Use (MWH) NA NA NA
‘Avg. Indust Revs, ﬁef 0] NA NA NA
apacty al Peak (! WLM 1494 1494 1384
PeakLoad,Sunvner{ ) 1220 1259 {102
i LoadFan{a(A? NA NA . NA
% Change Customers (yr-and) .. +4 +.6
Fixed Charge Cov, (%) 347 367 380
&NNUAL RAL!;:S “P;ayst 5\751 Estt'd1'71' 11-;13
change 0’17~
Revenue(ger d 1%% -0.';’/» 6.0%
“Cash Flow” 45% 45% 7.0%
Eamings 20% 15%  9.0%
Dividends 3.0% 20% 1.5%
Book Value 35% 3.0% 25%
Cal- | QUARTERLY REVENUES {§ mill) Full
endar [Mar31 Jun,30 Sep.30 Dec.31| Year
2011 | 6826 4758 5304 627423252
2012 | 6046 4706 5135 6441 22328
2013 | 7006 531.0 5796 680.0] 24912
2014 | 7968 600 625  728.2] 2750
2015 | 830 646 660 770 | 2900
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun, 30 Sep.30 Dec.31]| Year
2011 55 A8 43 571 173
2012 82 31 48 531 1.9
2013 61 do7 52 60 | 166
2014 62 38 58 6T | 225
215 | .68 42 .62 73| 245
Cal- | QUARTERLY DIVIDENDS PAID 2wt | Fyp
endar |Mar3? Jun,30 Sop.30 Decdq| Year
2010 | 3400 340 30 345 1137
2011 [345 346 345 360 (1.38
2012 360 350 350 356 |14
2013 1355 355 365 360 143
2014 1360  .360

Shares of Vectren have advanced
nicely in price since last fall. The com-
pany has reported solid top-line results in
recent quarters, Share earnings also ad-
vanced at a good clip in the September and
December periods. In the March quarter,
revenues increased roughly 14%. However,
growth in operating expenses restrained
profitability, and share net of $0,62 just
barely exceeded the prior-year tally. The
utility group continued to perform well, as
results were helped by colder-than-normal
temperatures. But the nonutility group
posted a loss of $9.7 million, as infrastruc-
ture services work was delayed due to
severe weather.

We expect favorable comparisons in
the coming quarters. The electric utility
services business should perform well. The
gas utility services segment ought to fur-
ther gain from healthy customer growth
and usage. Elsewhere, we expect improve-
ment on the nonutility side. Work that had
been delayed in the first quarter due to ad-
verse weather should be largely completed
by the end of the year, along with other
planned projects. Demand for shale gas
and oil infrastructure ought to remain

strong. In addition to new investment,
aging natural gas and oil pipelines need to
be repaired or replaced. The coal mining
operation should continue to report im-
provement, with the second Oaktown mine
fully operational, and thanks to cost im-
Erqvement initiatives implemented at the
rosperity mine. Moreover, earnings will
benefit from ProLiance’s exit from the gas
marketing line. The absence of this un-
profitable business has allowed Vectren to
stabilize earnings and increase focus on
core operations. Overall, revenues and
share earnings should advance at a nice
pace for full-year 2014, Growth will likely
continue from 2015 onward.
These shares are ranked to track the
broader market for the coming six to
12 months. This issue is not a standout
for long-term appreciation potential, ei-
ther. That said, Vectren earns favorable
marks for Safety, Financial Strength,
Price Stability, and Earnings Predic-
tability. Moreover, this equity offers a
healthy dividend yield. Conservative,
income-seeking accounts may find some-
thing to like here,
Michael Napoli, CFA June 20, 2014

(A) Diluted EPS. Excl. nonrecur. gain (loss): | WDiv'd reinvest, plan avall. 1 Shareholder in- | elect. common equily range from 10.15% to

03, (G¢?; ‘08, 15¢. Next egs report dus lafe an avail. {C} Incl. Intang. In '3, [ 10.4%; eared on common equlty In ‘13: 8.8%.
y August, {B) Div'ds historically paid in

early March, June, September, and December, | determina
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Eamings Predictability 85
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WESTAR ENERGY NYSE-WR PRICE 35-96 RATIO 14.7 (Medlan: 140 /| PIE RATIO 0.78 Yib 3-9 /0
] 205] 229] 25.0| 27.2| 286| 259 223| 259| 200| s3.0| 350 364 i
TIMELINESS % ot | Hoh| 28] 220) 281 2] 281 25| B3| Bo| Be| N8| %e| N7 Target Price Range
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e, fumeen |, SRR :
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ol 00000000 0Pttt
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Institutional Decisions .1 I ” "': g Jus AR

0013 42013 1 4 A 3

oBu 60 154 150 | oeent 18 T i w1 ta4

tos:ﬁ 144 116 133 | traded 5 g\ﬁ‘- - 'ég

Hldsio00) 87130 88254 88851 i y. 1887 161,

1998 | 1999 [ 2000 | 2001 | 2002 [ 2003 | 2004 | 2005 | 2006 | 2007 |2008 | 2009 {2010 {2011 2012 {2013 | 2014 {2015 | ©VALUELINEPUB.LLC{7.18
30861 3021 3380 31.20| 2477 2008 17.02| 1823 | 1837 | 18.08 ] 1698 | 17.04 | 1834 | 1727 | 1788 18.05| 19.56| 15.85 [Revenues persh 20,75
6351 751| 696| 532 477| 377) 42| 828 394) 377| 344 859 424 | 387| 430| 438| 445| 4.60|"CashFlow" persh 510
2431 148 80| ds8| t00f 148) 447] 55| 188) 184} 31| 128} 180 179 245{ 227| 245] 270 Eamingspersh A 290
o4 2141 144] 120] 120 87 80| 92| 98| 108] 116 120f 24| 128} 132 136 140| 144 |Div'dDecl'dpersh Bt | 156
I 400] A4A0| 397 89| 208| 219 245| 38 784 885| b526] 482| bb5| 640] 645| 6.50] 700 |Cap'l Spending per sh 815
2040 | 27831 2720 2587 1388 1423 | 1643 | 1631 1762 1944 | 2018 | 2050 { 2125 ) 2203 | 2289 2332 | 2410 26.60 |Book Value persh® 29,65
5501 6740 70.08| 70.08| 71.67| 7284 6603 | 86684 | 87.38 | 9546 [108.31 | 109.07 | 11213 | 125,70 | 126.50 | 127.46 | 128.5 | 120,00 |Common Shs Outst'y & | 135,00
1841 172] 2208 -1 10| 1081 1741 148 122] 14 170 149 130] 148 134 140 sotdsmires are [Avg Ann'l PIE Ratio 135

86 96 134 .- 6 82 92 19 86 J51 102 99 83 9 85 19 Va";" Line |Relative PIE Ratio 85
55% | B4% | 7.0%| 58% | 86%| 55%y 39% | 40% | 43% | 42% | 52% | 63% | 53% | 48% [ 46% | 47% estinatos Avg Ann'l Div'd Yield 44%

CAPITAL STRUCTURE as of 3/31114 1464.5 | 1583.3 | 1605.7 | 1726.8 | 1839.0 | 1858.2 | 20562 | 2171.0 | 2261.5 { 2370.6 | 2510 | 2560 |Revenues ($mill) 2800

Total Debt $3593.1 mill. Dus In 5 Yrs $676.0 mill 100.1 ] 1348 | 1653 | 1684 1 1368 | 1413 | 2039 | 2140 | 2751 ] 2025 315! 350 |NetProflt ($mill) 390

%?:&33?:&?"% 4x)U Interest $160.0 mil. 509 31.0% | 26.4% | 27.5% | 24.8% | 294% | 200% | 36.2% | 20.9% | 20.2% | 30.0% | 30.0% [Income Tax Rate 30.0%

" - - -+ | 104% - -- =« == 104% | 100% | 10.0% | 10.0% {AFUDC % toNatProfit | 10.0%

Pension Assets 12/13 $548 mill. Oblig, $929 mill | 530% | 521% | 600% | 60.6% | 40.0% | 53.4% | 536% | 405% | 51.2% | 51.0% | 60.5% | 50.5% {Long-Term DebtRafic | 50.0%

45.5% | 47.2% | 40.3% | 48.9% | 49.7% | 46.1% [ 46.0% | 50.1% [ 48.8% | 49.0% | 49.0% | 49.5% |Common Equity Ratlo | 50.0%
Pfd Stock None 3048.2 | 30004 | 3124.2 | 3738.3 | 4400.1 | 4866.8 {51809 | 5531.0 | 5938.2 | 6056.7 | 6275 6650 |Total Capital ($mill) 8000
3914.0 | 3047.7 | 4071.,6 | 4803.7 | 55335 | 6771.7 1 6309.5 | 67454 | 7335.7 | 78485 | 7800 | 6200 [hletPIantﬁmlll) 9200
55% | 62% | 6.7% | 58% | 42% | 44% | 55% | 53% | 6.0% | 6.0%| 6.0%| 6.0% |Returw onTotal Cap'l 6.0%
Lo 7% | oa% | 105% | o1% | 62% | 62% | 5% | 77% | O5%| 05%| 08%| 9.5% [RetumonSheEquly | 100%
7.4% | 86% | 10.7% | 82% | 6.2% | 6.3% | 85% | 7.1% | 94% | 0.8% | 9.5% | 9.5% [ReturnonCom EquityD | 9.5%

ELECTRIC OPERATING STATISTICS | s [ 2% | 43% | 5% | 4% | 12% | 8% | 3% | 7% | 40%| 40% | 40% | 40% [RetainedtoComEg | 45%

% Change Rotall Sales (KWH) ;1.0 -1e.g 5*430.!5, 56% | 55% | 49% | 53% | 80% | 87% | 63% | 68% | O67%| 65% | &7%| 59% [AllDivids o Net Prof 60%

ﬂSj :mﬁi%giﬁmmm 6532 56.60 6,47 | BUSINESS: Westar Energy, Inc., formerly Westem Resources, Is  plant age: 15 years. Fuels: coal, 52%; nucleer, 8%; gas, 40%. Has

Cap alPeak(m 6784 6557 6671 | the parent of Kansas Gas & Electric Company., Westar supplles 2,302 employees. BiackRock Inc owns 7.0% of common; The

Peaklﬂatﬁummet 555542 554613 55“583 electriclly to 700,000 customers In Kansas. Eleclic revenue Vanguard Group owns 5.8%; JP Morgan owns 5.2% (3114 proxy).

Q"%‘ﬁﬁwl:mgmzwd) b 49+ | sources: residential and rural, 34%; commercial, 38%; indushial, CEO and Pres.: Mark A. Ruslle. Inc.: Kansas. Addr: 818 South

® : ’ 28%. Sold investment in ONEOK in 2003 and 85% ownership In  Kansas Avenus, Topeka, Kensas 66612. Telephone: 785-575-

Fited Charga Cov. (%) 297 319 323 | Protaction One In 2004, 2013 depreciation rate: 3.8%. Estimated 6300. internet: www.westarenergy.com.

ANNUAL RATES Past  Past Es"d,1’111‘;13 Westar Energy is off to a good start. tempered our expectations for fiscal

‘}’{;}\'g‘gﬁé":"“h) 10_?‘3‘% 5_3%% '°27'% The company reported a net profit of $69 2014, Our full-year share-net estimate

“Cash Flow" 30% 25% 45% | million, or $0.52 a share during the first now comes in at $2.45, down from $2.55,

Eamings 16.0% 15% 60% | three months of the year. Better profits reflecting higher operating and

gmﬁe\r/\gﬂe - ggég g'g/; were owed mainly to hincr;ased denergﬁ maintenance expenses. For$ 2015, we

- - sales, as the cold weather drove demand project an earnings rise to $2.70 as the

Cal- | QUARTERLYREVENUES(Smil) | Full | for electricity upward. Revenue also company continues to expand its opera-

endar |Mar31 Jun30 Sep30 Dec| Year) gyroed, to $629 million, led by a 16% in- tions in the Kansas area. Our top-line

2041 | 4817 5249 6782 4862 121710| crease in residential sales. Commercial projection now stands at $2.5 billion, as we
2012 | 4757 5683 6058 5287 2615| ang jndustrial sales also rose by 9% and think revenue will grow at a steady clip
2013 | 5462 5696 6950 5508 | 29706 4%, respectively. for the remainder of the term.
gg}g %%6 ggg ;gg ggg" §§Z-°g New laws and regulations could prove The company plans to invest more

to be costly. As these regulations are im- than $2 billion in its supply and trans-
y Y- 8 PPy
Cal- EARNINGS PERSHARED 3 Ful | plemented, the company may be forced to mission network over the next few
endar |Mar31 Jun.30 Sep.30 Dec31) Year| 1y it the use of some of its power plants. years. This should help Westar expand its
p

o | 27 38 8 6] 179) Moreover, new carbon emissions limits customer base and provide a more efficlent
gg% % gg '1182 gg ggg that hlav; been im;f:sed by th(led Environ- way ?f deéigering electricity to its custom-

¢ : ’ ’ 22! mental Protection Agency could restrict ers. In addition, we expect many of the

2014 &2 85 105 33| 2451 340 e of coal and natural gas fueled gen- current projects, such as the 345-kilovolt
2015 Ao 60125 45| 270 erating units. On the bright side, manage- transmission line, to finish in a timely
Cal- | QUARTERLY DIVIDENDS PAID ®xt 5“" ment has said that the company will con- manner.

endar iMar3] Jund0 Sep.dd Dec| Year} yiye 1o focus on generating electricity These shares are ranked 2 (Above
2010 1 30 31 31 3 | 12 from environmentally friendly sources, Average) for Timeliness. The dividend
01 | 31 2 82 32 | 127 guch as wind-based power generation, This yleld is about average for a utility. Like
gg}% gg gi gi gi 1%; should help mitigate future regulatory most utility issues, the recent price is
it | 3 : “?| problems and allow the company to meet within our 2017-2019 Target Price Range,

’ ’ subsequent energy standards. so total return potential is low.
Despite rising optimism, we have Daniel Henigson June 20, 2014

{A) EPS diluted from 2010 onward. Excl. non- | to rounding. Next egs. rep't due early August. | $4.92/sh. (D) Rale base determined: falr value; | Company's Financial Strength B+

rectr. gains (losses); '98, ($1.45); '99, (§1.31); | (B) Div'ds paid in early Jan., Aprl, July, and | Rate allowed on common equity in '13: 10.0%; | Stock’s Price Stability 100

00, $1.07; '81, 27¢; '02, ($12.08); '03, 77¢; | Oct, w Div'd reinvest. Flan avall, T Shareholder | earned on avg, com. eq,, "13; 9.5%. Regul. | Price Growih Persistence 65

08, 39¢: '11, 144, Eamings may not sum due | invest, plan avail, (C) Incl. reg. assets. In 2013; | Clim.: Avg. (E) In mill Earnings Predictability
, 30¢; "1, 14¢ gs may
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]nstitulk;z;:aDez‘:gggnsmo“ ot Lt i aas o | °" il (13 s?élgn "‘.{}}}é‘}"‘
L L
o e w2\ S o w ok
hiul) 169860 16540 1emate | el ¢ 5y 718 1619
1998 | 1999 [ 2000 | 2001 | 2002 [ 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 {2010 {2011 {2012 | 2013 |2014 | 2015 | GVALUELINEPUB.LLC|{7-19
8561 956| 14.44| 1702 1840 1712 1466 | 1631 | 17.08) 1842 | 1895 | 47.65 | 17.98 | 1946 ) 1854 2000 2260 22.55 {Revenues psrsh 2575
2060 226 224] 272| 284| 286f 2581 289 290{ 298| 295| 311 330 368| 401 433 460| 4.95|"CashFlow” persh 575
83 94 54 820 116] 118 93] 128 132 142 152 180| 192 218 235 251| 266 275 Eamingspersh A 3.25
78 78 59 40 40 A0 42 M A6 50 54 88 B0 1041 120f 145| 1.56| 1.68 |Div'd Decld persh Bm 210
1761 2221 264 301 254 295] 285 340 47| 528| 486 350 341 360 3.00| 304 335 370 CaplSpending persh 4,00
8231 844! 850 891] 022| 996| 1085 1148[ 1235 | 1325[ 1427 | 1526 | 16.26 [ 17.20 | 18.05] 18.73| 19.25| 19.70 |Book Value persh © 275
23121 | 237,81 | 237.28 | 230.84 | 232.06 | 236.85 | 233.97 | 233.96 | 233.04 | 23389 | 233.84 | 233.62 | 233.77 | 230.49 | 229.04 | 22556 | 223,50 [ 221.50 | Common Shs Outstg © | 217.00
80| 133| 187 21| 1WE[ 124] 175 145] 160] 1651 148] 1337 140 142 168 165 | Bold fafres are [Avg Ann'l PIE Ratio 4.5
84 Jer 122 62 57 N 92 T 86 88 8 89 .89 8 10 93| |ValelLine Relative P/E Ratio 90
52% | 6% | 68% | 3% | 33% 1 28%| 26% | 24% | 22% | 24% | 24% | 32% | 30% | 33% | 32% | 38% [ '™ |avgAnwi Divid Vield 4.5%
CAPITAL STRUCTURE as of 3/31/14 34311 | 38155 | 39864 | 4207.8 | 44310 | 4127.9 | 42025 | 44064 | 42464 | 4519.0 | 5050 | 5000 [Revenues {$mill) 5600
Total Debt §5114.8 mill. Due In 5 Yrs $1671.9mill. | 2212 | 3048 | 3137 | 8377 | 3508 | 3784 | 4556 | 5140 | 547.5| 5786 600| 620 |NetProfit ($mill 695
};)Tcll’gg;gﬁaf'ga';‘l'{g"ze'&ﬁ;gg;“'$242'7m‘“- 37.5% | 320% | 358% | 30.1% | 37.6% | 365% | 35.4% | 339% | 35.9% | 36.8% | 380% | 380% [Income Tax Rate 38.0%
(LT Inerost earmed: 5.0% : 100% | 126% | 190% | 238% | 27.2% | 25.0% | 18.6% | 168% | 04% | 45% | 6.0% | 6.0% |AFUDC %toNetProfit | 6.0%
Leases, Uncapitalized Annual rentals $3.9 mill 56.2% | 52.8% | 51.3% [ 50.3% | 54.8% | 51.8% | 50.6% | 53.6% | 51.7% | 50.6% | 40.0% { 51.0% {Long-Term DebtRatlo | 50.5%
Pension Assets-12/13 $1451.0 mill 43.3% | 46.7% | 48.2% | 49.2% | 44.8% | 47.7% | 40.0% | 46.0% | 48.0% | 49.1% | 50.5% | 48.5% |Common Equlty Ratlo | 49.0%
0")"9-”410'2'“‘"- 5762.3 | 67415 | 5992.8 | 6302.1 | 7442.0 | 7473.1 | 7764.5 | 8608.0 | 8619.3 { 8626.6 | 6525 | 8960 |Total Capital {$mill) 9150
zpéggé%cskhiag'go'%"'$1og;f,i%ﬁaﬁéim'or 50031 | 63629 | 70525 | 76812 | 8517.0 | 00705 | 9601.5 | 10160 | 10572 | 10907 | 41225 | 11600 |Net Plant ($mll) 12400
44,498 she, 6%, $900 per, P [TEE% | T0% | 66% | 0% | 63% | 64% | 7.8% | 78% | 7.9% | 8.1% | 85% | 8.4% [RetunonTotalCapT | 8.0%
Common Stock 225,519,455 shs. 8.8% | 11.2% | 10.7% | 10.8% | 10.7% { 10.5% | 11.9% | 12.9% | 13.1% | 13.6% | 14.0% | 14.0% |Return on Shr. Equity 15.5%
8.8% | 11.3% | 10.8% | 10.9% | 10.7% | 10.6% | 12.0% | 1298% | 13.2% | 13.6% | 14.0% | 14.0% |Return on Com Equity £| 15.5%
MARKET CAP; $10.2 billion (Large Cap) 49% 1 78% | 1A% | A% | 70% | 62% | 7.0% | 68% | 65% | 59% | 6.0%| 55% |Retained to ComEq 5.5%
ELECTRIC OPERATING STATISTICS 45% | 4% | 35% | 35% | 6% | 4% | 1% | 4% | 51% | 57% | 88% [ 60% |AllDivids to Net Prof 66%
4, Chango Relah Sl ) 2 1g 20_13 2041? BUSINESS: Wisconsin Energy Corporalion Is a holding company & Induslrial, 22%; other, 10%. Generating sources: coal, 54%; gas,
Im mmuse(Mwﬁlz NA NA NA | for We ?nergles. which provides eleclric, gas & sieam service in  10%; renewables, 3%; purchased, 33%. Fuel costs: 40% of revs.
Avg.lndusl.Rws,&ev WH () 784 1.66  8.21 | Wisconsin, Customers; 1.1 mill, elec., 1.1 mill. gas, Acq'd WICOR  *13 reported deprec. rale (utility): 2.9%, Hes 4,300 employees.
gggma%lgmefl M M M 4/00. Discontinued pump-manufacturing operations In '04, Sold  Chalrman & CEO: Gale E. Klappa, President: Allen L, Leverett, Inc.:
AnniaLoad o | NA NA N4 | Pont Beach nuclear plant In ‘07, Elec, revenue breakdown: resi- W, Address: 231 W, Michigan St, P.O. Box 1331, Milwaukee, Wi
% Chango Customers 8VHﬂd) +.2 +3 +.3 | denlial, 36%; smalt commerciat & industrial, 32%; large commerclal 53201, Tel.: 414-221-2345, Infemet: www.wisconsinenergy.com,
Fied Charge Co. %) 336 317 414 | Wisconsin Energy’s utilities have filed under way, and the company is seek-
ANNUAL RATES Past  Past Esta'nia| & rate case in Wisconsin, Wisconsin ing approval for another project. Wis-
ofchange fpersh)  10Yrs,  BYrs.  fo'17419 Electric is seeking an electric rate increase consin Electric is replacing the power-
Revenues 15% 15% 00% | of $52.3 million (1.8%), a $10.7 million house at a hydro Elant at an expected cost
I'E(;?nslrr!x FéOW gg‘;//u 1%%0//0 %go//o (2.4%) gas rate decrease for 2015, and a of $60 million-$65 million. It is also con-
Didonds 1204 195% 9s% | modest raise in steam tariffs. Wisconsin verting a coal-fired facility so that it can
Book Value 70% 60%  2.5% l(%as i(53 gi,/k)ing fé)r $rzalte4 hiklei?i of :fs(gléol/)miﬂ- ﬁse ngis alt1 a tﬁost of $65 milli%n-fjo mil-
on (3.3%) an 4 million (3.3%) in lion. Finally, the company asked the state
eﬁf}'a'r M3I'J3;§RT‘IlE§rI;'Ys%EVSE:I‘l)1580(SDme!lk)m ;;';L 2015 and 2016, respectively. Settlen_]eqt commission to allow P;t t):) expand its gas
2001 113287 6917 10528 1113.2| 44864 talks with the Wisconsin commission’s system to serve western Wisconsin. The
M2 | 11012 0ud7 10393 10712| 4464l staff and some intervenor groups have re- initial cost is expected to be $150 million-
2013 | 12752 10123 10532 11783| 4510,0) Sulted in agreed-upon allowed returns on $170 million. A ruling is likely next spring.
2014 | 16050 1055 1100 1200 | 5050 | equity for Wisconsin Electric and Wiscon- Finances are strong. Wisconsin Energy
2015 | 1500° 1100 1150 1250 | 5000 | sin Gas of 10.2% and 10.3%, respectively. is generating free cash flow. The fixed-
cal- EARNINGS PER SHARE A Fall An order is expected this fall. charge coverage is high, and rising.
endar |Mar31 Jun30 Sep.30 Decdt| Year | We have raised our 2014 share-net es- Earned returns on equity are very healthy.
on | 2 41 55 48 | 208 timate by a nickel, to $2.65. The utility Thus, we have raised the company's Fi-
21 74 B 67 43 | 235| benefited from a colder-than-normal’ nancial Strength rating a notch, to A+,
o3 | 76 52 60 83 | 251| winter. However, this resulted in higher This timely stock has some appeal for
a4 | 91 50 67 .57 | 265| maintenance costs, so we have trimmed conservative, income-oriented inves-
ams5 | 80 61 .72 .62 | 2751 our Junme-quarter estimate by $0.06 a tors, The dividend yield is only slightly
Cal- | QUARTERLY DIVIDENDS PADB= | Fup share. Our revised estimate is slightly below the utility average, and Wisconsin
ondar |Mar31 Jun30 Sep.d0 Dec3d| Year above management's targeted range of Energy offers superior dividend growth
o0 [ 20 20 20 2 m §§2.58—:§2.64 a share, For now, we are stick- prospects. On the down side, with the re-
01 1% % 8 %8 104 | ing with our 2015 estimate of $2.75 a cent price slightly above the midpoint of
w230 0 3 3 12| share, although there are signs of im- our 3- to S-year Target Price Range, total
203 | 34 34 ‘3825 3825 | 1.45| provement in the service area’s economy. return potential is unspectacular.
204 | 39 3% Two significant capital projects are Paul K. Debbas, CFA June 20, 2014
(A) Diluted EPS. Excl. nonrec. gains (losses): | EPS don't add due to rounding, Next earnings | $6.86/sh. (D} In mill,, adj. for spit. (E) Rale Company’s Financial Strength At
99, (5¢); '00, 10¢ net; '02, (44¢); '03, (10¢) report due late July. (B) Div'ds historically pald | base: Net orig, cost, Rates all'd on com. eq. in | Stock's Price Stability 100
net; ‘04, 842¢); gains on disc. ops,: ‘04, 77¢; | in early Mar., June, Sept. & Dec. = Divd relnv- | W1 In '13: 10.4%-10.5%; earned on avg. com. | Price Growth Persistence 95
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Bloomberg Current

Investment Grade Utility Spreads Over UST

Bloomberg CRVF Function Plot
Accessed by Staff on July 3, 2014

Track 2 Annotate ©. Zoom

BS46 USD US Utilities BBB+,BBB,BBB- BVAL Curve 07/03/14 (Mid)

LBl 125 US Treasury Actives Curve 07/03/14 19:12:08|

BS45 USD US Utilities A BVAL Curve 07/03/14 (Mid)

~~
oe
s
o
c
]
S
c
(]
>
c
(=]
(&)
=
=
N
o
)
iy
>

Spread
BS46 - 125 (07/03/14)
BS45 - 125 (07/03/14)

Referent Points of Interest:
10 Year Maturity Range from A rated 68 bps to B rated 96 bps,
30 Year Maturity Range from A rated 87 bps to B rated 117 bps.
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Electric Utilities Get No Jolt Despite Improving Economy
Electricity Sales Anemic for Seventh Year in a Row
by Rebecca Smith — WSJ — Jul. 28, 2014

http://online.wsj.com/articles/electric-utilities-get-no-jolt-from-gadgets-improving-economy-1406593548

When customers of American Electric Power Co. AEP in Your Value Your Change
Short position started dialing back on power consumption in early 2009, company
executives figured consumers and businesses were just pinching pennies because of
the recession.

Five years and an economic recovery later, electricity sales at the Columbus, Ohio-
based power company still haven't rebounded to the peak reached in 2008. As a result,
executives have had to abandon their century-old assumption that the use of electricity
tracks overall economic conditions.

"It's a new world for us," says Chief Executive Nick Akins.

Energy Lag

Electricity use no longer follows overall economic conditions including GDP, as technological advances,
government regulation and other changes have prompted Americans to use less electric energy.

Change in U.S. electricity use and gross Electricity retail sales in trillion kilowatt-hours
domestic product
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Utility executives across the country are reaching the same conclusion. Even
though Americans are plugging in more gadgets than ever and the unemployment rate
had dropped at one point to a level last reported in 2008, electricity sales are looking
anemic for the seventh year in a row.

Sluggish electricity demand reflects broad changes in the overall economy, the
effects of government regulation and technological changes that have made it easier for
Americans to trim their power consumption. But the confluence of these trends
presents utilities with an almost unprecedented challenge: how to cope with rising costs
when sales of their main product have stopped growing.

Sales volume matters because the power business ranks as the nation's most
capital-intensive industry. When utilities are flush with cash, they buy lots of expensive
equipment and raise dividends for investors. When they're selling less of their product,
they look for ways to cut or defer spending. Regulators typically allow utilities to charge


http://online.wsj.com/articles/electric-utilities-get-no-jolt-from-gadgets-improving-economy-1406593548
http://quotes.wsj.com/AEP
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rates that are high enough to cover their basic expenses, but that doesn't guarantee
them strong profits.

Utilities typically need to expand sales volume by 1% or more a year just to
maintain their expensive, sprawling networks of power plants, transmission lines and
substations, says Steven Piper, an energy analyst for SNL Energy, a research
company.

"That's where the existential crisis is coming from," he adds.

Historically, economic expansion meant expanding electricity sales. In fact, during
the 1950s and 1960s, energy demand outpaced the growth in the gross domestic
product. Then, from 1975 to 1995, GDP and electricity sales grew in tandem.

But the connection now appears to be broken. The U.S. Energy Information
Administration said recently that it no longer foresees any sustained period in
which electricity sales will keep pace with GDP growth.

Some of the trends affecting the electric industry have been building for decades.
Among them: Americans have migrated to states with milder weather. And although it
may seem counterintuitive, it takes less energy to keep houses cool in warm climates
than to warm them in cold climates. According to federal data, less than half of all
Americans now live in colder states, down from almost 60% in 1960.

Demand from industry has also changed as manufacturing plants have moved
overseas or even within the U.S. Edison International, has lost most of its aerospace
and defense customers in Southern California. Ted Craver, chief executive, says
industrial customers consumed half of Southern California Edison's electricity in the
1980s but require only 10% today.

Increasingly, both residential and business customers are making their own power
rather than buying it from utilities. In Arizona, for example, solar companies are
siphoning off utility customers.

Sherry Pfister, a retiree who once worked at the Palo Verde nuclear power plant 45
miles west of Phoenix, says she didn't hesitate to lease solar panels for her home in
Waddell, Ariz., and says the panels have cut her utility bill by a third.

"Why isn't everybody doing it?" she wonders.

1

Sluggish electricity demand reflects broad changes in the overall economy,
the effects of government regulation and technological changes. Bloomberg News
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Her supplier, Sunnova Inc., wooed her with solar panels that cost 70 cents a watt,
a fifth of the cost in 2008. Solar energy "is the next shale gas," says Sunnova Chief
Executive John Berger, predicting it will upend the utility business.

Energy efficiency blunts the impact of population and economic growth, because
upgrades in lighting, appliances and heavy equipment reduce energy needs. In 2005,
the average refrigerator consumed 840 kilowatt-hours of electricity a year, according to
the U.S. Energy Information Administration. A typical 2010 replacement needed only
453 kilowatt-hours of electricity.

As their sales have lagged behind, utilities have raised prices, and that, too, is
discouraging use. Most U.S. households pay 12 cents a kilowatt-hour today, up one-
third from a decade ago, according to EIA data. A 2012 study from the California Public
Utilities Commission found that customers have had a "strong response to price
changes."

To fight rising costs, Washington, D.C., has hired a consultant to help cut its
electricity use 20% by 2015 — and to save $10 million a year. FirstFuel Software sniffs
out waste at the district's 400 buildings with the help of smart meters and special
software.

"We're not going to win the grand innovation prize," says Sam Brooks, head of
energy and sustainability for the District of Columbia, but he adds that just turning off
the lights and shutting off furnaces when buildings are unoccupied turns out to be an
easy way to save money.

Electricity demand is likely to be even more subdued in coming years. The U.S.
Environmental Protection Agency wants to slash greenhouse-gas emissions from power
plants, in part by trimming electricity use. Its goal is to offset any increases in energy
use because of population growth by promoting energy-efficiency measures.

Utilities aren't waiting for better times. They're increasing spending on big solar
projects and energy-efficiency programs for which they earn income as investors or
managers. And many executives are searching for new services to offer.

"The industry has been pretty resilient the past hundred years," says Bill Johnson,
chief executive of the Tennessee Valley Authority, which furnishes electricity to nine
million people in seven states. "l wouldn't count us out quite yet."

Electricity demand also isn't bleak everywhere. FirstEnergy Corp. which is based in
Akron, Ohio, says demand is increasing from such industries as steel, auto, oil refining
and chemical production.

But that hasn't been enough to make up for losses elsewhere. Anthony Alexander,
the company's chief executive, forecasts that it will take until 2016 at the earliest for its
electricity sales to recover to prerecession levels.

"It's pretty much a lost decade," he says.
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PGE Slides Depicting New Plant as Delivering Shareholder Value

Port Westward Unit 2

Project Location Clatskanie, OR e
Capacity / Fuel 220 MW / Natural Gas iy ‘a‘,
rachnology GasWartsil3 Reciprocat e
e 12 Natural E’;ﬂa Reciprocating .
EPC Contractor Black & Veatch, Harder Mechanical
Estimated In-Service Date Q1 2015
\ - Customer Price Impact ~3%
/Mlan dicanaral Earnings Conference Call . - Pl consrcion
4 EEctile Second Quarter 2014

(in millions)

$155
$120
I $15

/Seattle

Project Location Columbia County, WA 3 Project Location Boardman, OR Tacgma Washington
Capacity [ Fuel 267 MW | Wind 4 Capacity / Fuel 440 MW / Natural Gas E 3
Technology 116 2.3 MW Siemens Turbines Technology Mitsubishi Turbine vabga
EPC Contractor RES Americas EPC Contractor Abener/Abengoa Rt N ik
Estimated In-Service Date December 2014 - Q1 2015 Estimated In-Servics Date Mid 2016 b /; e
Customer Price Impact ~3% ,;:‘.’,‘::‘:,'M Customer Price Impact ~6-8% Wilibceo» OPortland. %
« Delivery of turbine components 354 = Pouring foundations oMctnnville
Next Steps. - %.r?\gmrhns A Next Steps ~ Installation of the HRSG SSalem
sEloTe tng Tucannon River CapEx: EIRECSHG e & steer ety Carty CapEx:
$500M =
(in millions) $450M
(in milions)

$3%

$165
135
$1s
I =

$
2013 2014 2015 2016

Expected Capital Expenditures

(in millions) 2013 2014E 2015E 2016E 2017E 2018 TOTAL
Base Capital Spending® | ee | s e B e S ST 61,805
RSO i | oo | o | | o0
Tucannon River Wind Farm [ ES0 IS E| 0T | ss00

Carty Generating Station

TOTAL

$720 $1,000 $510  $350 285 $280 | $3,145

{1y Consists of o going and enging per the Cuarterly 2034 Form 10+ fied on July 29, 2014
Moste: Amounes esriude AFDC debt and saulty

Narrative explains that these new plants “drive value for our shareholders”.
http://investors.portlandgeneral.com/index.cfm
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Please state your name, occupation, and business address.

My name is John Crider. | am a Senior Power Cost Analyst with the Public
Utility Commission. My business address is 3930 Fairview Industrial Dr. SE.,
Salem, Oregon 97308-1088.

Please describe your educational background and work experience.
My Witness Qualification Statement is found in Exhibit Staff/1201.

What is the purpose of your testimony?

The purpose of my testimony is to summarize and respond to PGE’s proposal
to “carve out” and recover certain costs associated with the Company’s

compliance with Oregon’s Renewable Portfolio Standard.

Q. Have you previously testified on this topic?

No. Staff previously filed testimony by Staff withess Ryan Bracken regarding
PGE’s “carve-out proposal”. | adopt Mr. Bracken’s previously-filed testimony
in this docket, which was labeled Staff/1100.

Did you prepare an exhibit for this docket?

No.

Staff/1500
Crider/1
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CARVE OUT PROPOSAL

Q.

How does PGE describe the Renewable Portfolio Standard (RPS) carve
out?

In its reply testimony PGE describes the RPS Carve Out as “ ‘carving out’
renewable resources from the Power Cost Adjustment Mechanism (PCAM)
and passing the incremental benefits and costs of those resources through the
Renewable Resources Automatic Adjustment Clause tariff (“RAC”, Schedule
122)."

What justification does PGE use for the recovery of costs in this
manner?

PGE states in its opening testimony and reply testimony that Senate Bill 838
(SB 838) authorizes this cost recovery by stating: “... all prudently incurred
costs associated with the compliance with a renewable portfolio standard are
recoverable in the rates of an electric company...”?

Does PGE claim that SB 838 guarantees recovery of the costs
associated with RPS compliant resources?

No. In its reply testimony, PGE clearly states that SB 838 does not guarantee
such recovery. PGE continues in its reply testimony to state that the company
is not requesting such a treatment.®

Does Staff agree with PGE?

1 UE 283/PGE/1600, Tinker-Liddle/5

2 |bid.
® Ibid.
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Yes. Staff agrees with PGE that SB 838 (codified at ORS 469A.120(1)) does
not provide PGE with the right to have a rate mechanism that guarantees PGE
100 percent recovery of both fixed and variable costs of renewable resources.
How does Staff characterize the costs associated with RPS
compliance?

Staff considers that the costs associated with RPS compliance fall into one of
two general categories: 1) capital expenses; and 2) operating or “power cost”
expenses. Capital expenses include all the outlays from the Company for the
purchase of equipment and associated physical hardware for the purpose of
generating and transmitting renewable electricity. Costs related to the
operation of the renewable plants to generate and deliver the electricity to
customers are considered Net Variable Power Costs* (NVPC).

Does the Company have a mechanism for recovery of capital costs
associated with the RPS?

Yes. ORS 469A.120(2) directed the Commission to establish an automatic
adjustment clause as defined in ORS 757.210 for the “...timely recovery of
costs prudently incurred by an electric company to construct or otherwise
acquire facilities that generate electricity from renewable energy sources and
for associated electricity transmission.” The Commission responded by
establishing the Renewable Resources Automatic Adjustment Clause tariff

(RAC), incorporated by PGE as Schedule 122.

* See PGE Tariff Schedule 125.
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Did the legislature specify how RPS-related power costs are to be
recovered in rates?

No. While the legislature specified that a wide range of other costs associated
with RPS compliance, including power costs, are recoverable in rates, the
legislature did not direct the Commission to treat these other RPS-related costs
differently than any other prudently incurred cost that is recoverable in rates.
How does PGE recover its NVPC?

PGE recovers its NVPC through application of the Annual Update Tariff (AUT)
and the Annual Power Cost Variance Mechanism (PVM). Together these are
referred to as a Power Cost Adjustment Mechanism (PCAM). The AUT is a
forward-looking forecast where rates are set on projected costs. The PVM is a
backwards looking mechanism that compares actual costs to those forecasted
(this is called a “variance”). The variance is allowed to be recovered through
rates, subject to risk-sharing as discussed later in this testimony. Assuming
rates are set for PGE in a fair and reasonable manner, over time PGE will
collect on average its renewable-related power costs. The PCAM does not
single out renewable resources from overall variable power costs given that
renewable resources and PGE’s operations to meet load are highly inter-
related.

Does PGE incur power costs other than those associated with RPS
compliance?

Yes. NVPC include costs for fuel, fuel transportation, power contracts,

transmission/wheeling, wholesale sales, hedges, options and other financial
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instruments incurred to serve load.> NVPC includes costs associated with all
generation — renewable and non-renewable alike.

Should renewable NVPC be treated any differently than other prudently
incurred NVPC?

No. NVPC simply reflect the normal costs of delivering power to customers
regardless of the generation source. The particular mix of costs might be
different for renewable generation than for traditional generation (for example,
solar and wind generation have no fuel cost), but the nature of the costs is the
same and recovery should be treated no differently.

Does PGE explain what costs the carve-out would recover?

Yes. In its opening testimony PGE proposes to collect “...variances in power
(output, market value, integration and royalties) and related PTCs costs for
RPS-compliant resources.” The “variances” refer to the difference between the
amounts PGE forecasted and included in rates, and actuals. “PTC” refers to

federal wind production tax credits that are issued based on actual generation.

. What has the Commission said regarding the collection of power cost

variances?
In Order No. 07-015, which established PGE’s current power cost recovery
structure, the Commission stated:

We conclude that a PCAM should be adopted to capture power cost

variations that exceed those considered part of normal business risk.

® See PGE Schedule 125.
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In this case, normal business risk for PGE includes all the

circumstances to which it is exposed, such as hydro variability.®
The Commission further states in the same order that the PCAM is
specifically designed “...so that PGE will bear normal business risk
associated with actual power costs varying from forecast.”

Q. Please summarize the Commission’s principles used to establish the
PGE PCAM.

A. The basic principles that form the basis of a well-designed PCAM, in the words
of the Commission are: “(1) any adjustment under a PCAM should be limited to
unusual events and capture power cost variances that exceed those
considered normal business risk for the utility; (2) there should be no
adjustments if the utility's overall earnings are reasonable; (3) the PCAM's
application should result in revenue neutrality; (4) the PCAM should operate in
the long-term to balance the interests of the utility shareholder and ratepayer;
and, implicitly, (5) the PCAM should provide an incentive to the utility to
manage its costs effectively.”’

How are these principles reflected within the PCAM structure?

The PCAM is designed with a deadband to limit any adjustment to unusual
events outside of normal business risk, an earnings test, and a cost sharing
between customers and the Company of any remaining variance. In general,

these design features are referred to as “risk-sharing mechanisms” to reflect

® OPUC Order No. 07-015, page 26.
’ Ibid, page 13.
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the concept that customers and the Company both share some cost risk
associated with variances.

Has the Commission revisited these principles?

Yes. In Docket UE 246, which established a PCAM for PacifiCorp, the
Commission reviewed the arguments for the establishment of the PGE PCAM
and concluded that “... our reasoning used to establish a PCAM for PGE

remains sound...”®

Q. Were RPS-related variances considered in Docket UE 2467

Yes. Pacific Power claimed in this docket that it experienced an under-
collection of net power costs in Oregon “due primarily to the inability to
accurately forecast wind generation and factors associated with integrating a
new, large fleet of renewable resources whose generation fluctuates widely.” °
Pacific Power used this claim to argue for a PCAM without any risk-sharing
mechanisms.

How did the Commission respond?

The Commission rejected Pacific Power’s argument and established a PCAM
for Pacific Power with the same risk-sharing mechanisms as those that exist for
PGE’s PCAM.™

Does this mean that costs related to renewable energy such as wind

variability, for example, are not able to be recovered by a utility?

8 oPU
° Ibid,
9 1bid.

C Order No. 12-493, page 14.
page 9.
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Not at all. The power cost recovery mechanisms continue to be refined to allow
for the recovery of wind-related costs. Explicit costs for wind integration are
allowed for recovery within the mechanism. These costs include those for
additional system regulation as well as those reflecting wind forecast error.

In its current proposal does PGE offer any legal basis for carving out
RPS-related variances?

Yes. In its opening testimony PGE bases its argument for adopting the carve-
out on the language of SB 838 stating “...all prudently incurred costs
associated with the compliance with a renewable portfolio standard are
recoverable in the rates of an electric company...”*!

Is this the same legal basis that Pacific Power used in Docket UE 2467?
Yes. Pacific Power uses the identical language of SB 838 to argue for recovery
of RPS-related variances without being subjected to risk-sharing mechanisms
incorporated into PGE’s PCAM.*?

Did the Commission agree with Pacific Power?

No. The Commission rejected the Pacific Power’s proposal to recover its RPS-
related power cost variances without being subject to risk-sharing
mechanisms.™

Is there any compelling reason for the Commission to alter its previous
conclusions regarding the recovery of RPS-related variances?

No.

1 UE 283/PGE/500, Niman-Peschka-Hager/43 at 14.
12 UE 246/PAC/900, Duvall/26.
¥ OPUC Order 12-493, pages 14-15.



10

11

12

13

14

15

16

17

18

19

20

21

22

Docket UE 283 Staff/1500
Crider/9

Q. What do you conclude regarding power cost variances and the PCAM?

From this discussion | conclude that:

1) The Commission recognizes that utilities should have the opportunity to
recover power cost variances, both RPS-related and non-RPS-related,
2) The Commission has identified the proper and preferred mechanism for
recovery of power cost variances as a well-designed PCAM,;
and,

3) The Commission believes a well-designed PCAM includes risk-sharing
mechanisms such as a deadband, earnings test and cost sharing between
customers and the Company.

How does PGE propose to recover the RPS-related variance?

In its opening testimony PGE proposes to estimate the power cost variance

due to RPS-related resources by taking the difference of forecasted renewable

variable costs (equal to renewable generation valued at forecasted market
prices) and “actual” renewable costs (equal to actual renewable generation
valued at actual market prices).

Do you think this is an appropriate recovery method?

No. As explained at length in Staff’s opening testimony and also discussed by

other Parties in testimony™® PGE’s method results in a rate adjustment even if

actual and forecasted renewable generation match exactly. In addition, PGE
designed its mechanism as a stand-alone mechanism instead of modifying the

Commission-established PCAM mechanism. Staff recommends using the

14 Staff/1100, Bracken/13-15; CUB/100, Jenks-McGovern/16 ;ICNU/100, Mullins/9-10.
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established PCAM to properly recover power cost variances from forecasted
levels as a result of renewable generation being different than that forecasted.
Is it possible to determine and isolate the RPS-related variance?

No. Power cost variances are attributable to many inter-dependent variables.
Isolating the amount of variance due solely to RPS-related resources is not
possible. However, if the Commission decides to establish a separate
mechanism for this cost recovery, Staff has developed alternatives for
consideration, as discussed at length in Staff’s opening testimony.*

Can you summarize why Staff’s methodology is more consistent with
focusing solely on renewable generation variances?

Yes. In opening testimony Staff offered four possible alternatives, all of
which share the characteristic that they focus only on variance in generation
amounts and do not consider variance in market prices, as proposed by
PGE. For illustration, one Staff option proposes running the same Monet
used by PGE for establishing the AUT but replacing forecasted renewable
generation with actual generation. If actual renewable generation equals
forecasted generation, there is no adjustment which is what one would
expect. However, in the circumstance where actual generation is less than
forecasted, PGE would recover the costs of actual renewable generation

assuming everything else held constant.

Q. What is your recommendation?

5 UE 283/Staff/1100, Bracken
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A. 1 recommend the Commission not adopt any separate RPS carve out
mechanism as the existing power cost adjustment mechanism results in a
fair and reasonable opportunity for PGE to recover its variable power-related
costs. However, in the event that the Commission is compelled to adopt a
separate RPS carve out mechanism, Staff recommends adoption of Staff’s
preferred methodology as presented in opening testimony in place of the
mechanism proposed by PGE.

Q. Does this conclude your rebuttal testimony?

A. Yes.
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Please state your name, occupation, and business address.
My name is Marianne Gardner. My business address is 3930 Fairview

Industrial Dr. SE., Salem, Oregon 97308-1088.

. Are you the same Marianne Gardner that offered direct testimony on

behalf of Staff?

Yes. My Witness Qualification Statement is found in Exhibit Staff/101.

. What is the purpose of your testimony?

The purpose of my testimony is to present Staff's position regarding

Portland General Electric’'s (PGE) treatment of production tax credits (PTCs)

in UE 283. Specifically, Staff will address PGE’s reduction of the test year

income tax expense by PTCs generated in the test year and PGE’s inclusion

of deferred PTCs in rate base.

Did you include an exhibit for this testimony?

Yes. | included Exhibit Staff/1601, consisting of two pages from PGE
work papers provided in response to Staff’'s data request (DR) No. 566.
How is your testimony organized?

My testimony is organized as follows:

Issue 1, ------ PTCS GeNEIAteA ... o e,
Issue 2, ------ Deferred PTC Assetin Rate Base .......coooovevoiiiiiiiiiiiien,

Issue 1, Utilization of PTCs Generated

Has PGE offset customers’ tax expense in the 2015 test year by the
forecasted amount of PTCs that will be generated in the 2015 test

year?

Staff/1600
Gardner/1
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A. Yes. Referring to Exhibit Staff/1601,Gardner/1 at C34 and

UE 283/PGE/Errata 1701, Tooman — Macfarlane/2 at 66/column 4, PGE has
applied 100 percent of the ||l of forecasted PTCs for 2015 to the
2015 test year tax expense as calculated by PGE based on their revised

revenue requirement.

. Does the reduction of the 2015 test year tax expense benefit

customers?

. Yes. The reduction of the tax expense reduces the Company’s 2015 test

year revenue requirement and proposed base rates. The reduction of tax
expense is consistent with past Commission practice as evidenced in

UE 200, Order No. 08-548, page 21, “ Further, the Company is directed to
reduce tax expense for Glenrock to account for the additional federal
production tax credits...”

Issue 2, Deferred PTCs in Rate Base

. Has PGE included a deferred tax asset for production tax credits

carryforwards in the 2015 test year rate base?

. Yes. PGE has included the average production tax credit carryforward

balance of |l in rate base for the Base case and the Tucannon

case. PGE’s calculation is shown in Exhibit 1601, lines A6 through F12.

19

20

21

Using an average rate base is consistent with Commission practice.

. Has PGE provided a calculation of the deferred tax asset for the 2015

test year?
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A. Yes. In PGE’s response to Staff DR No. 566, PGE provided a calculation,

for the average deferred PTC asset in rate base, which can be found in
Exhibit/Staff/1601, Gardner/1 at F12. The total carryforward for the 2015

test year based on PGE’s proposed revenue requirement for the Base case

and the Tucannon case is || Gz

. Does Staff believe that PGE’s calculation of the production tax

carryforward is inconsistent with the normalized method of accounting
according to IRC § 168(f)(2) and IRC § 168(i)(9)?
No. Staff believes that PGE is complying with normalization rules according

to testimony provided by Mr. Greene.'

. Does Staff believe that PTCs carryforwards are subject to

normalization requirements as implied by Industrial Customer of
Northwest Utilities (ICNU)?

No. In ICNU’s filed testimony, Mr. Mullins states, “To the extent that
accelerated depreciation, or other temporary book-tax difference, reduces
actual taxable income and results in the inébility of the Company to not fully
utilize production tax credits, it would be inconsistent to include the tax

credit carry-forwards in a normalized rate base account.”

20

21

22

Based on PGE’s testimony, discussion with PGE’s tax personnel and Staff's
independent research, Staff does not believe PTCs are subject to
normalization requirements. Staff did not discover any Internal Revenue

Service (IRS) published guidance related to normalization requirements for

' UE 283/PGE/1900, Greene/1-11.
2 UE 283/ICNU/100, Mullins/16-17.
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PTCs. However, according to the Matthew Bender publication Accounting

for Public Utilities, “When an entity claims PTCs (instead of ITC or Section

1603 grants), the PTCs claimed will continue to be recognized as a
reduction of income tax expense in the year in which the eligible kWh
generation occurs. Entities must assess any deferred tax assets for PTC
credit carryforwards to determine whether a valuation allowance is
necessary.”

Is it appropriate for PGE to include a deferred tax asset for PTCs in
rate base?

Yes. Since customers are receiving a current benefit from the recognition of
the generated PTCs as a reduction to tax expense, PGE is entitled to earn a
return in rate base for the averaged deferred tax asset.

Does this conclude your direct testimony?

Yes.

® Robert L. Hahne and Gregory E. Ailff, Accounting for Public Utilities §18.04 (Matthew Bender).
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