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Summary

This rating methodology explains our approach to assessing credit risk for regulated electric and gas
utilities globally. This document does not include an exhaustive treatment of all factors thatare
reflected in our ratings but should enable the reader to understand the qualitative considerations
and financial information and ratios that are usually most important for ratings in this sector.’

This report includes a detailed rating grid which is a reference tool that can be used to approximate
credit profiles within the regulated electric and gas utility sector in most cases. The grid provides
summarized guidance for the factors that are generally most important in assigning ratings to
companies in the regulated electric and gas utitity industry. However, the grid is asummary that
does not includeevery rating consideration. The weights shown for each factor in the grid represent
an approximation of their importance for rating decisions but actual importance may vary
substantially. In addition, the grid in this document uses historical results while ratings are based on
our forward-looking expectations, As a result, the grid-indicated rating is not expected to match
the actual rating of each company.

THIS PETHODOLOGY WAS UPDATED QM AUGUST 2, 2010 WE HAVE MADE IMING
ADJUSTIMERTS THROUGHOUT THE METHODOLOGY

HIES RATING METHODOLGG T WAS UPDATED ON FEBRUALY 15, 2018, WE HAVE CORRECTED THE
FOIRMATTING ©OF THE FACTOR A FINAMCIAL STRENGTH TABLE O PAGL -

THIS RATING TETHODOD OGY WAS UPDATED ON SEPTEMEER
THAT WAS PLACED 1M 1HE MIODLE OF THE TEXT QN PAGE 7

20707, WE REMOVED & DIPLICATE FOOTNOTE

' This update may not be effective in seme jurisdictions until certain requirements are met.
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About the Rated Universe

The Regulated Electric and Gas Utilities rating methodology applies to rate-regulated® electric and gas
utilities that are not Networks®. Regulated Electric and Gas Utilities are companies whose predominant*
business is the sale of electricity and/or gas or related services under a rate-regulated framework, in most
cases to retail customers. Also included under this methodology are rate-regulated utilities that own
generating assets as any material part of their business, utilities whose charges or bills to customers include
a meaningful component related to the electric or gas commodity, utilities whose rates are regulated at a
sub-sovereign level (e.g. by provinces, states or municipalities), and companies providing an independent
system operator function to an electric grid. Companies rated under this methodology are primarily rate-
regulated monopolies or, in certain circurnstances, companies that may not be outright monopolies but
where government regulation effectively sets prices and limits competition.

This rating methodology covers regulated electric and gas utilities worldwide, These companies are engaged
in the production, transmission, coordination, distribution and/or sale of electricity and/or natural gas, and
they are either investor owned companies, commercially oriented government owned companies or, in the
case of independent system operators, not-for-profit or simitar entities. As detailed in Appendix C, this
methodology covers a wide variety of companies active in the sector, including vertically integrated utilities,
transmission and distribution utilities with retail customers and/or sub-sovereign regulation, local gas
distribution utility companies (LDCs), independent system operators, and regulated generation companies.
These companies may be operating companies or holding companies.

An over-arching consideration for regulated utilities is the regulatory environment in which they operate.
White regulation is also a key consideration for networks, a utility's regulatory environment is in comparison
often more dynamic and more subject to political intervention. The direct relationship that a regulated
utility has with the retail customer, including billing for electric or gas supply that has substantial price
volatility, can tead to a more politically charged rate-setting environment. Similarly, regulation at the sub-
sovereign level is often more accessible for participation by interveners, including disaffected customers and
the politicians who want their votes. Our views of regulatory environments evolve over time in accordance
with our observations of regulatory, political, and judicial events that affect issuers in the sector.

This methodology pertains to regulated electric and gas utilities and excludes the following types of issuers,
which are covered by separate rating methodologies: Regulated Networks, Unregulated Utilities and Power
Companies, Public Power Utitities, Municipal Joint Action Agencies, Electric Cooperatives, Regulated Water
Companies and Natural Gas Pipelines.®

The Reégulated Electric and Gas Utility sector is predominantly investment grade, reflecting the stability
generally conferred by regulation that typically sets prices and also limits competition, such that defaults
have been lower than in many other non-financial corporate sectors. However, the nature of regulation can

"

Companies in rnany industries are regulated. We use the term rate-regulated to distinguish companies whose rates (by which we also mean tariffs or revenuesin
general) are set by regulators,

Regtlated Electric and Gas Networks are companies whose predominant business is purely the transmission and/or distribution of electricity and/or natural gas
without involvement in the procurement or sale of electricity and/or gas; whose charges to customers thus do not incfude & meaningful commodity cost component;
which sell mainly (or in many cases exclusively} to non-retail customers; and which are rate-regulated under a national framework.

We generally consider a company to be predominantly a regulated electric and gas utility when a majority of its cash flows, prospectively and on a sustained basis,
are derived from regulated electric and gas utitity businesses. Since cash flows can be volatite (such that a comipany might have a majority of utility cash flows
simply dueto a cyclical downturn in its non-utility businesses), we may also consider the breakdown of assels and/or debt of a company to determine which business
is predorninant.

Alink to credit rating methodologies covering these and other sectors can be found in the Related Research section of this report.

JUNE 23, 2077 RATING METHODOL@GY: REGULATED ELECTRIC AND GAS UTILITIES
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Our ratings are forward-looking and reflect our expectations for future financiat and operating performance.
However, historical results are helpful in understanding patterns and trends of a company's performance as
well as for peer comparisons. We utilize historical data (in most cases, an average of the last three years of
reported results) in the rating grid. However, the factors in the grid can be assessed using various time
periods. For example, rating committees may find it analytically useful to examine both historic and
expected future performance for periods of several years or more, or for individuat twelve month periods.

3. Mapping Factors to the Rating Categories

After estimating or calculating each sub-factor, the outcomes for each of the sub-factors are mapped to a
broad Moody’s rating category (Aaa, Aa, A, Baa, Ba, B, or Caa).

4. Assumptions, Limitations and Rating Considerations Not Included in the Grid

This section discusses limitations in the use of the grid to map against actual ratings, some of the additional
factors that are not included in the grid but can be important in determining ratings, and limitations and
assumptions that pertain to the overall rating methodology.

5. ®etermining the Overall Grid-Indicated Rating®

To determine the overall grid-indicated rating, we convert each of the sub-factor ratings into a numeric
value based upon the scale below.

Aaa Aa A Baa Ba B Caa Ca
1 3 6 9 12 15 18 20

The numerical score for each sub-factor is multiptied by the weight for that sub-factor with the results then
summed to produce a composite weighted-factor score. The composite weighted factor score is then
mapped back to an alphanumeric rating based on the ranges in the table below.

Grid-Indicated Rating

Grid-Indicated Rating Aggregate Weighted Total Factor Score
Aaa x<15
Aal 15=x<25
Aa? 25<x<35
Aa3 35sx<45

Al 4.5<x<55
A2 555x<6.5
A3 65<x<75
Baal 75=<x<85
Baa2 85s5x<95
Baa3 9.52x<10.5

¥ In general, the grid-indicated rating is oriented to the Corporate Family Rating (CFR) for speculative-grade issuers and the senior unsecured rating for investrnent-
grade issuers. For isstiers that benefit from ratings uplift due to parental support, government ownership or other institutional support, the grid-indicated rating is
oriented to the baseline credit assessment. For an explanation of baseline credit assessment, please refer to our rating methadology on government-related issuers,
Individual debt instrument ratings also factor in decisions on notching for seniority level and collateral. The documents that provide broad guidance for these
nolching decisions are our rating methodologies on loss given default for speculative grade non-financial companies and for aligning corporate instrument ratings
based on differences in security and priority of claim. The link to these and other sector and cross-sector credit rating methodologies can be found in the Related
Research section of this report.

5 JUNE 23, 2677 RATING METHODOLOGY: REGULATED ELECTRIC AND GAS UTILITIES
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Utility rates” are set in a political/regulatory process rather than a competitive or free-market process; thus,
the Regulatory Framework is a key determinant of the success of utility. The Regulatory Framework has
many components: the governing body and the utility legislation or decrees it enacts, the manner in which
regulators are appointed or elected, the rules and procedures promulgated by those regulators, the judiciary
that interprets the laws and rules and that arbitrates disagreements, and the manner in which the utility
manages the political and regulatory process. In many cases, utilities have experienced credit stress or
default primarity or at least secondarily because of a break-down or obstacle in the Regutatory Framework -
for instance, laws that prohibited regulators from including investments in uncompleted power plants or
plants not deemed "used and useful” in rates, or a disagreement about rate-making that could not be
resolved until after the utility had defaulted on its debts.

How We Assess Legislative and Judicial Underpinnings of the Regulatory Framework for the Grid

For this sub-factor, we consider the scope, clarity, transparency, supportiveness and granularity of utility
legislation, decrees, and rules as they apply to the issuer. We also consider the strength of the regulator's
authority over rate-making and other regulatory issues affecting the utility, the effectiveness of the judiciary
or other independent body in arbitrating disputes in a disinterested manner, and whether the utility's
monopoly has meaningfut or growing carve-outs. in addition, we look at how well developed the framework
is — both how fully fleshed out the rules and reguiations are and how well tested it is - the extent to which
regutatory or judicial decisions have created a body of precedent that will help determine future rate-
making. Since the focus of our scoring is on each issuer, we consider how effective the utility is in navigating
the regulatory framework — both the utility's ability to shape the framework and adapt to it.

A utility operating in a regulatory framework that is characterized by legislation that is credit supportive of
utitities and eliminates doubt by prescribing many of the procedures that the regulators will use in
determining fair rates (which legislation may show evidence of being responsive to the needs of the utility in
general or specific ways), a long history of transparent rate-setting, and a judiciary that has provided ample
precedent by impartially adjudicating disagreements in a manner that addresses ambiguities in the laws and
rules will receive higher scores in the Legislative and Judicial Underpinnings sub-factor. A utility operating in
a regulatory framework that, by statute or practice, allows the regulator to arbitrarily prevent the utility
from recovering its costs or earning a reasonable return on prudently incurred investments, or where
regulatory decisions may be reversed by politicians seeking to enhance their populist appeal will receive a
much lower score,

In general, we view national utility regutation as being less liable to political intervention than regulation by
state, provincial or municipal entities, so the very highest scoring in this sub-factor is reserved for this
category. However, we acknowledge that states and provinces in some countries may be larger than small
nations, such that their regulators may be equally “above-the-fray” in terms of impartial and technically-
oriented rate setting, and very high scoring may be appropriate.

?  In jurisdictions where utility revenues include material government subsidy payments, we consider ulility rates to be inclusive of these payments, and we thus
evaluate sub-factors 1a, 1b, 2a and 2b in light of both rates and material subsidy payments. For example, we would consider the tegal and judicial underpinnings and
consistency and predictability of subsidies as well asrates.

7 JUNE 23, 2077 RATING METHODOLOGY: REGULATED ELECTRIC AND GAS UTILITIES
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Factor 1a: Legislative and Judicial Underpinnings of the Regulatory Framework (12.5%)

Aaa

Aa

A

8aa

Utility regulation occurs under a fully developed
framework that is national in scope based on
tegislation that provides the utility a nearly absolute
monopoly (see note 1) within its service territory, an
unquestioned assurance that rates will be set in a
manner that will permit the utility to make and
recover allnecessary investments, an extremely high
degree of clarity asto the manner in which utilities
will be regulated and prescriptive methods and
procedures for settingrates, Existing utility law is
comprehensive and supportive such that changes in
legislation are not expected tobe necessary; or any
changes that have occurred havebeen strongly
supportive of utilities credit quality ingeneral and
sufficiently forward-looking so as to address
problems before they occurred. There is an
independent judiciary that can arbitrate
disagreements between the regulator and the utility
should they occur, including access to national
courts, very strongjudicial precedent in the
interpretation of utilitylaws, and a strong rule of law.
We expect these conditionsto continue.

Utility regulation occurs under a fully developed national,
state or provincial framework based on legislationthat
providesthe utility an extremely strong monopoly (see note

) within its service territory, a strong assurance, subject to
limited review, that rates will be set in a manner that will
permit the utility to make and recover allnecessary
investments, a very high degree of clarity as to the manner
in which utilities will be regulated and reasonably
prescriptive methods and procedures for setting rates. If
there have been changes in utility legislation, they have
been timely and clearly credit supportive of the issuer in a
manner that shows the utility has had a strong voice in the
process. Thereis an independent judiciary thatcan arbitrate
disagreements between the regulator and the utility, should
they occur including access to national courts, strong
judicial precedent in the interpretation of utility laws, and a
strong rule of law. We expectthese conditions to continue.

Utitity regutation occurs under a well developed
national, state or provincial framework based on
legistation that provides the utility a very strong
monopoly (see note 1) within its service territory,
an assurance, subject to reasonable prudency
requirements, that rates will be set in amanner
thatwilf permitthe utility to make and recover
all necessary investments, a high degree of clarity
as to the manner in which utilities will be
regulated, and overall guidance for methods and
procedures for setting rates. If there have been
changes in utility legistation, they have been
mostly timely and on the whote credit supportive
for theissuer, and the utility has had a clear voice
inthe legislative process. There is an independent
judiciary that can arbitrate disagreements
between the regulator and the utility, should
they occur, including access to national courts,
clear judicial precedent in the interpretation of
utitity law, and a strong rule of law. We expect
these conditions to continue.

Utility regulation occurs (i) under a national, state, provinciat or
municipal framework based on legislation that provides the
utility a strong monopoly within its service territory that may
have some exceptions such as greater setf-generation {see note
1), a general assurance that, subject to prudency requirements
that are mostly reasonable, rates will be set will be set in a
manner that will permit the utility to make and recover all
necessary investments, reasonabie clarity as to the manner in
which utilities witl be regulated and overall guidance for
methods and procedures for setting rates; or (i) under a new
framework where independent and transparent regutation
exists in other sectors. If there have been changes in utility
legistation, they have been credit supportive or at least
balanced for the issuer but potentially less timely, and the
utllity had a voice in the legislative process. There is either (i) an
independent judiciary that can arbitrate disagreements
between the regulator and the utility, inctuding access to courts
at teast at the state or provincial level, reasonably clear judicial
precedent in the interpretation of utility taws, and a generalty
strong rule of (aw; or (i} regulation has been applied (under a
well developed framework) in @ manner such that redress toan
independentarbiter has not been required. We expect these
conditions to continue.

Ba

B

Caa

Utility regulation occurs (f) under a national, state,
provincial or municipal framework based on
legisiation or government decree that provides the
utility a monopoly within its service territory that is
generally strong but may have a greater level of
exceptions (see note 1), and that, subject to prudency
requirements which may be stringent, provides a
general assurance (with somewhat less certainty)
that rates will be set will be set in a manner that will
permit the utility to make and recover necessary
investments; or (ii) under anew framework where
the jurisdiction has a history of less independent and
transparent regutation in other sectors. Either: (i) the
judiciary that can arbitrate disagreements between

/ the regulator and the utility may not have clear
authority or may not be fully independent of the
regulator or other politicatpressure, but there is a
reasonably strong rule of law; or (ii)where there is no
independent arbiter, the regulation has mostly been
applied in a manner suchredress has not been
required. We expect these conditions to continue.

Utility regulation occurs (i) under a national, state,
provincial or municipal framework based on tegislation or
government decree that provides the utility monopoly
within its service territory that is reasonably strong but may
have important exceptions, and that, subject to prudency
requirements which may be stringent or at times arbitrary,
provides more limited or less certain assurance that rates
wilt be set in a manner that will permit the utility to make
and recover necessary investments; or (i) under a new
framework where we would expect less independent and
transparent regulation, based either on the regulator’s
history in other sectors or other factors. The judiciary that
can arbitrate disagreements between the regulator and the
utility may not have ctear authority or may not befully
independent of the regulator or other political pressure, but
there is a reasonably strong rule of law. Altemately, where
there is no independent arbiter, the regulation has been
applied in a manner that often requires some redressadding
more uncertainty to the regulatory framework. There may
be a periodic risk of creditor-unfriendly government
intervention in utility markets or rate-setting.

Utility regulation occurs (i) under a national,
state, provincial or municipal framework based
on legislation or government decree that
provides the utility a monopoly within its service
territory, but with littte assurance that rates will
be set in a manner that will permit the utility to
make and recover necessary investments; or {if)
under a new framework where we would expect
unpredictable or adverse regutation, based either
on the jurisdiction’s history of in other sectors or
other factors. The judiciary that canarbitrate
disagreements between the regulator and the
utility may not have clear authority or is viewed
as not being fully independent of the regulator or
other political pressure. Alternately, there may
be no redress to an effective independent arbiter.
The ability of the utility to enforce its monopoly
or prevent uncompensated usage of its system
may be limited. There may be a risk of creditor-
unfriendly nationalization or other significant
intervention in utility markets or rate-setting.

Note T: The strength of the monopaly refers to the legal, regulatory and practical obstacles for customers in the utility’s territory to obtain service from another provider. Examples ofa weakening of the monopoly would include the ability of a city
or large user to leave the utility system to set up their own system, the extent to which self-generation is permitted (e.g. cogeneration) and/or encouraged (e.g., net metering, DSM generation). At the lower end of the ratings spectrum, the
utility’s monopoly may be challenged by pervasive theft and unauthorized use. Since utilities are generally presumed te be monopolies, a strong monopoly position in itselfis not sufficient for a strong score in this sub-factor, but a weakening of

the moropoly can lower the score.

8 JUNE 23, 2017
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Factor 1b: Consistency and Predictability of Regulation (12.5%)

Aaa

Aa

A

Baa

The issuer's interaction with the regulator has led
to a strong, lengthy track record of predictable,
consistent and favorable decisions. The regulator
is highly credit supportive of the issuer and
utilities in general. We expect these conditions to
continue.

The issuer's interaction with the regulator has a
led to a considerable track record of
predominantly predictable and consistent
dedisions. The regulator is mostly credit
supportive of utilities in general and in almostall
instances has been highly credit supportive of the
issuer. We expect these conditions to continue.

The issuer’s interaction with the regulator hasled
to atrack record of largely predictable and
consistent decisions. The regulator may be

somewhat less credit supportive of utilities in
general, but has been quite credit supportive of
the issuer in most circumstances. We expect
these conditions to continue.

The issuer’s interaction with the regulator hasled
to an adequate track record. The regulator is
generally consistent and predictable, but there
may some evidence of inconsistency or
unpredictability from time to time, or decisions
may at times be politically charged. However,
instances of less credit supportive decisions are
based on reasonable application of existing rules
and statutes and are not overly punitive. We
expect these conditions to continue.

Ba

B

Caa

We expect that regulatory decisions will
demonstrate considerable inconsistency or
unpredictability or that decisions wil{ be
politically charged, based either on the issuer’s
track record of interaction with regulators or
other governing bodies, or our view that decisions
will movein this direction. The regulator may
have a history of less credit supportive regulatory
decisions with respect to the issuer, but we
expect that the issuer will be able to obtain
support when it encounters financial stress, with
some potentially material delays. The regulator's
authority may be eroded at times by legislative or
political action. The regulator may not follow the
framework for some material decisions.

We expect that regulatory decisions will be
targely unpredictable or even somewhat arbitrary,
based either on the issuer's track record of
interaction with regulators or other governing
bodies, or our view that decisions will move in
this direction. However, we expect that the issuer
will uttimately be able to obtain support when it
encounters financial stress, albeit with material or
moreextended delays. Alternately, the regulator
is untested, lacks a consistent track record, or is
undergoing substantial change. The regulator's
authority may be eroded on frequent occasions by
legislative or political action. The regulator may
more frequently ignore the framework in a
manner detrimental to theissuer.

We expect that regulatory decisions will be highly
unpredictable and frequently adverse, based
either on the issuer's track record of interaction
with regulators or other governing bodies, or our
view that decisions will move in this direction.

Alternately, decisions may have creditsupportive
aspects, but may often be unenforceable. The
regulator's authority may have been seriously

eroded by legislative or political action. The
regulator may consistently ignore the framework
to the detriment of the issuer.
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How We Assess Timeliness of Recovery of Operating and Capital Costs for the Grid

The criteria we consider include provisions and cost recovery mechanisms for operating costs, mechanisms
that allow actual operating and/or capital expenditures to be trued-up periodically into rates without having
to file a rate case (this may include formula rates, rider and trackers, or the ability to periodically adjust rates
for construction work in progress) as well as the process and timeframe of general tariff/base rate cases -
those that are fully reviewed by the regulator, generally in a public format that includes testimony of the
utility and other stakeholders and interest groups. We also look at the track record of the utility and
regulator for timeliness. For instance, having a formula rate plan is positive, but if the actual process has
included reviews that are delayed for long periods, it may dampen the benefit to the utility. In addition, we
seek to estimate the lag between the time that a utility incurs a major construction expenditures and the
time that the utility will start to recover and/or earn a return on that expenditure.

How We Assess Sufficiency of Rates and Returns for the Grid

The criteria we consider include statutory protections that assure full cost recovery and a reasonable return
for the utility on its investments, the regulatory mechanisms used to determine what a reasonable return
should be, and the track record of the utility in actually recovering costs and earning returns. We examine
outcomes of rate cases/tariff reviews and compare them to the request submitted by the utility, to prior
rate cases/tariff reviews for the same utility and to recent rate/tariff decisions for a peer group of
comparable utilities. In this context, comparable utilities are typically utilities in the same or similar
jurisdiction. in cases where the utility is unique or nearly unique in its jurisdiction, comparison will be made
to other peers with an adjustment for locat differences, including prevailing rates of interest and returns on
capital, as well as the timeliness of rate-setting. We look at regulatory disallowances of costs or
investments, with a focus on their financial severity and also on the reasons given by the regulator, in order
to assess the likelihood that such disallowances will be repeated in the future.

13 JUNE 23, 2017 RATING METHODOLOGY: REGULATED ELECTRIC AMO GAS UTITIES
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Factor 2b: Sufficiency of Rates and Returns (12.5%)

Aaa

Az

A

Baa

Sufficiency of rates to cover costs and attract
capitaliis (and will continue to be} unquestioned.

Rates are (and we expect will continue to be) set

Rates are (and we expect will continue to be) set

at a level that permits full cost recovery and a fair at a level that generally provides full cost recovery

return on all investments, with minimal challenges
by regulators to companies’ cost assumptions.

This will translate to returns {measured in relation
to equity, total assets, rate base or regulatory

asset value, as applicable) that are strong relative

and a fair return on investments, with limited
instances of regulatory challenges and
disallowances. in general, this will translate to
returns (measured in relation to equity, total
assets, rate base or regulatory asset value, as

Rates are {and we expect will continue to be) set
at a level that generally provides full operating
cost recovery and a mostly fair return on
investments, but there may be somewhat more
instances of regulatory challenges and
disallowances, although ultimate rate outcomes
are sufficient to attract capital without difficulty.

to globalpeers. applicable) that are generally above average in general, this will translate to returns (measured
relative to global peers, but may at times be in relation to equity, total assets, rate baseor
average. regulatory asset value, as applicable) that are
average relative to global peers, but may at times
be somewhat below average.
Ba B Caa

Rates are {(and we expect will continue to be) set
at a level that generally provides recovery of most
operating costs but return on investments may be
less predictable, and there may be decidedly more

instances of regulatory challenges and
disallowances, but ultimate rate outcomes are
generally sufficient to attract capital. In general,
this will translate to returns (measured in relation
to equity, total assets, rate base or regulatory
asset value, as applicable) that are generally
below average relative to global peers, or where
allowed returns are average but difficult to earn.
Alternately, the tariff formula may not take into
account all cost components and/or
remuneration of investments may be unclear or
at times unfavorable.

We expect rates will be set at a level that at times:
fails to provide recovery of costs other than cash
costs, and regulators may engage in somewhat
arbitrary second-guessing of spending decisions or
deny rate increases related to funding ongoing
operations based much more on politics than on
prudency reviews. Return on investments may be
set at levels that discourage investment. We
expect that rate outcomes may be difficult or
uncertain, negatively affecting continued access to
capital. Alternately, the tariff formula may fail to
take into account significant cost components
other than cash costs, and/or remuneration of
investments may be generally unfavorable.

We expect rates will be set at a level that often
fails to provide recovery of material costs, and
recovery of cash costs may also be at risk.

Regulators may engage in more arbitrary second-
guessing of spending decisions or deny rate
increases related to funding ongoing operations
based primarily on politics. Returnon investments
may be set at levels that discourage necessary
maintenance investment. We expect that rate
outcomes may often be punitive or highly
uncertain, with a markedly negative impact on
access to capitat. Alternately, the tariff formula
may fail to take into account significant cash cost
components, and/or remuneration of investments
may be primarily unfavorable.

s JUNE 23, 2077
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has a high dependence on one or two sectors, especially highly cyclical industries, witt generally score lower
in this sub-factor, as wilt issuers with meaningful exposure to economic distocations caused by natural
disasters.

For issuers that are vertically integrated utilities having a meaningful amount of generation, this sub- factor
has a weighting of 5%. For electric transmission and distribution utilities without meaningful generation and
for natural gas local distribution companies, this sub-factor has a weighting of 10%.

How We Assess Generation and Fuel Diversity for the Crid

Criteria include the fuel type of the issuer's generation and important power purchase agreements, the
ability of the issuer economically to shift its generation and power purchases when there are changes in fuel
prices, the degree to which the utility and its rate-payers are exposed to or insulated from changes in
commodity prices, and exposure to Challenged Source and Threatened Sources (see the explanations for
how we generally characterize these generation sources in the table below). A regulated utility's capacity
mix may not in itself be an indication of fuel diversity or the ability to shift fuels, since utilities may keep old
and inefficient plants (e.g., natural gas boilers) to serve peak load. For this reason, we do not incorporate set
percentages reflecting an "ideal” or “sub-par" mix for capacity or even generation. In addition to looking at a
utility's generation mix to evaluate fuel diversity, we consider the efficiency of the utility's plants, their
placement on the regional dispatch curve, and the demonstrated ability/inability of the utility to shift its
generation mix in accordance with changing commodity prices.

Issuers having a balanced mix of hydro, coal, natural gas, nuclear and renewable energy as well as low
exposure to challenged and threatened sources of generation will score more highly in this sub-factor.
Issuers that have concentration in one or two sources of generation, especially if they are threatened or
challenged sources, will incur lower scores.

tn evaluating an issuer's degree of exposure to challenged and threatened sources, we will consider not only
the existence of those plants in the utility's portfolio, but also the retevant factors that will determine the
impact on the utility and on its rate-payers. For instance, an issuer that has a fairly high percentage of its
generation from challenged sources could be evaluated very differently if its peer utilities face the same
magnitude of those issues than if its peers have no exposure to challenged or threatened sources. in
evaluating threatened sources, we consider the utility's progress in its plan to replace those sources, its
reserve margin, the availability of purchased power capacity in the region, and the overall impact of the
replacement plan on the issuer’s rates relative to its peer group. Especially if there are no peers in the same
jurisdiction, we also examine the extent to which the utility's generation resources plan is aligned with the
relevant government’s fuel/energy policy.
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Generation and
Fuel Diversity

5.00% **

Modest diversification in generation
and/or fuel sources such that the
utility or rate-payers have greater
exposure to commaodity price
changes. Exposure to Challenged and
Threatened Sources may be more
pronounced, but the utility will be
able to access alternative sources
without undue financial stress.

Operates with little diversification in
generation and/or fuel sources such
that the utility or rate-payers have
high exposure to commodity price
changes. Exposure to Challenged and
Threatened Sources may be high, and
accessing alternate sources may be
challenging and cause more financial
stress, but ultimately feasible.

Operates with high concentration in
generation and/or fuel sources such
that the utility or rate-payers have
exposure to commodity price shocks.
Exposure to Challenged and
Threatened Sources may be very high,
and accessing alternate sources may
be highly uncertain.

Threatened Sources are generation
plants that are not currently able to
operate due to major unplanned
outages or issues with licensing or
otherregutatory compliance, and
plants that are highly likely to be
required to de-activate, whether due
to the effectiveness of currently
existing or expected rules and
regulations or due to economic
challenges. Somerecent examples
would include coal fired plants in the
US that are not economic to retro-fit
to meet mercury and air toxics
standards, plants that cannot meet
the effective date of those standards,
nuclear plants in Japan that have not
been licensed to re-start after the
Fukushima Dai-ichiaccident, and
nuclear plants that are required to be
phased out within 10 years (as is the
case in some European countries).

*10% weight for issuers that lack generation **0% weight for issuers that lack generation
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CFO Pre-Working Capital Plus Interest/Interest or Cash Flow interest Coverage

The cash flow interest coverage ratio is an indicator for a utility's ability to cover the cost of its borrowed
capital. The numerator in the ratio catculation is the sum of CFO Pre-WC and interest expense, and the
denominator is interest expense.

CFO Pre-Working Capital / Debt

This important metric is an indicator for the cash generating ability of a utility compared to its totat debt.
The numerator in the ratio calculation is CFO Pre-WC, and the denominator is total debt.

CFO Pre-Working Capital Minus Dividends / Debt

This ratio is an indicator for financial leverage as well as an indicator of the strength of a utility's cash flow
after dividend payments are made, Dividend obligations of utilities are often substantial, quasi- permanent
outflows that can affect the ability of a utility to coverits debt obligations, and this ratio can also provide
insight into the financial policies of a utility or utility holding company. The higher the level of retained cash
flow relative to a utility's debt, the more cash the utility has to support its capital expenditure program. The
numerator of this ratio is CFO Pre-WC minus dividends, and the denominator is total debt.

Debt/Capitalization

This ratio is a traditional measure of balance sheet leverage. The numerator is total debt and the
denominator is total capitatization. Al of our ratios are calculated in accordance with our standard
adjustments', but we note that our definition of total capitalization includes deferred taxes in addition to
total debt, preferred stock, other hybrid securities, and common equity. Since the presence or absence of
deferred taxes is a function of national tax policy, comparing utilities using this ratio may be more
meaningful among utilities in the same country or in countries with similar tax policies. High debt levels in
comparison to capitalization can indicate higher interest obligations, can limit the ability of a utility to raise
additional financing if needed, and can lead to leverage covenant violations in bank credit facilities or other
financing agreements". A high ratio may result from aregulatory framework that does not permit a robust
cushion of equity in the capital structure, or from a material write-off of an asset, which may not have
impacted current period cash flows but could affect future period cash flows relative to debt.

There are two sets of thresholds for three of these ratios based on the level of the issuer's business risk — the
Standard Grid and the Lower Business Risk (LBR) Grid. in our view, the different types of utility entities
covered under this methodology (as described in Appendix E) have different levels of business risk.

Generation utilities and vertically integrated utilities generally have a higher level of business risk because
they are engaged in power generation, so we apply the Standard Grid. We view power generation as the
highest-risk component of the electric utility business, as generation plants are typically the most expensive
part of a utility's infrastructure (representing asset concentration risk) and are subject to the greatest risks in
both construction and operation, including the risk that incurred costs will either not be recovered in rates
or recovered with material delays.

Other types of utilities may have lower business risk, such that we believe that they are most appropriatety
assessed using the LBR Grid, due to factors that could include a generally greater transfer of risk to
customers, very strong insulation from exposure to commaodity price movements, good protection from
volumetric risks, fairly limited capex needs and low exposure to storms, major accidents and natural

¥ In certain circurnstances, analysts may also apply specificadjustments.
' We also examine debt/capitalization ratios as defined in applicable covenants (which typically exclude deferred taxes from capitalization) relative to the covenant
threshold level,
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streamed by the OpCos‘z. Under normal circumstances, these dividends are made from net income, after
payment of the OpCo's interest and preferred dividends. In most non- financial corporate sectors where
cash often moves freely between the entities in a single issuer family, this distinction may have less of an
impact. However, in the regulated utility sector, barriers to movement of cash among companies in the
corporate family can be much more restrictive, depending on the regulatory framework. These barriers can
lead to significantly different probabilities of default for HoldCos and OpCos. Structural subordination also
affects loss given default, Under most default™ scenarios, an OpCo's creditors will be satisfied from the
value residing at that OpCo before any of the OpCo's assets can be used to satisfy claims of the HoldCo's
creditors. The prevalence of debt issuance at the OpCo level is another reason that structural subordination
is usually a more serious concern in the utility sector than for investment grade issuers in other non-

financial corporate sectors.

The grids for factors 1-4 are primarity oriented to OpCos (and to some degree for HoldCos with minimal
current structural subordination; for example, there is no current structural subordination to debt at the
operating company if all of the utility family's debt and preferred stock is issued at the HoldCo fevel,
although there is structural subordination to other liabitities at the OpCo level). The additional risk from
structural subordination is addressed via a notching adjustment to bring grid outcomes (on average) closer
to the actual ratings of HotdCos.

How We Assess It

Grid-indicated ratings of holding companies may be notched down based on structural subordination. The
risk factors and mitigants that impact structural subordination are varied and can be present in different
combinations, such that a formulaic approach is not practical and case-by-case analyst judgment of the
interaction of all pertinent factors that may increase or decrease its importance to the credit risk of an issuer

are essential.

Some of the potentially pertinent factors that could increase the degree and/or impact of structural
subordination include the following:

»  Regulatory or other barriers to cash movement from OpCos to HoldCo

»  Specific ring-fencing provisions

»  Strict financial covenants at the OpCo level

»  Higher leverage at the OpCo level

»  Higher leverage at the HoldCo tevel™

»  Significant dividend limitations or potential limitations at an important OpCo

»  HoldCo exposure to subsidiaries with high business risk or volatile cash flows

Strained liquidity at the HoldCo levet

»  The group’s investment program is primarily in businesses that are higher risk or new to the group

Some of the potentially mitigating factors that coutd decrease the degree and/or impact of structural
subordination include the following:

¥ The HoldCo and OpCo may also have intercomipany agreements, including tax sharing agreements, that can be another source of cash to the HoldCo.

2 Actual priority in a default scenario will be determined by many factors, including the corporate and bankruptey laws of the jurisdiction, the asset value of each
OpCo, specific financing terms, inter-relationships among merbers of the family, etc.

" White higher leverage at the HoldCo does not increase structural subordination per se, it exacerbates the impact of any structural subordination that exists
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Ratings may include additional factors that are difficult to quantify or that have a meaningful effect in
differentiating credit quality only in some cases, but not all. Such factors include financial controls, exposure
to uncertain licensing regimes and possible government interference in some countries.

Regulatory, litigation, liquidity, technology and reputational risk as well as changes to consumer and
business spending patterns, competitor strategies and macroeconomic trends also affect ratings. While
these are important considerations, it is not possible precisely to express these in the rating methodology
grid without making the grid excessively complex and significantly less transparent.

Ratings may also reflect circumstances in which the weighting of a particular factor will be substantially
different from the weighting suggested by the grid.

This variation in weighting rating considerations can also apply to factors that we choose not to represent in
the grid. For example, liquidity is a consideration frequently critical to ratings and which may not, in other
circumstances, have a substantial impact in discriminating between two issuers with a similar credit profile.
As an example of the limitations, ratings can be heavily affected by extremely weak liquidity that magnifies
default risk. However, two identical companies might be rated the same if their only differentiating feature
is that one has a good liquidity position while the other has an extremely good liquidity position.

Other Rating Considerations

We consider other factors in addition to those discussed in this report, but in most cases understanding the
considerations discussed herein should enable a good approximation of our view on the credit quality of
companies in the regulated electric and gas utilities sector. Ratings consider our assessment of the quality of
management, corporate governance, financial controls, liquidity management, event risk and seasonality.
The analysis of these factors remains an integral part of our rating process.

Liquidity and Access to Capital Markets

Liquidity analysis is a key element in the financial analysis of electric and gas utilities, and it encompasses a
company's ability to generate cash from internal sources as well as the availability of external sources of
financing to supplement these internal sources. Liquidity and access to financing are of particular
importance in this sector, Utility assets can often have a very long usefut life- 30, 40 or even 60 years is not
uncommon, as well as high price tags. Partly as a result of construction cycles, the utility sector has
experienced prolonged periods of negative free cash flow - essentially, the sum of its dividends and its
capital expenditures for maintenance and growth of its infrastructure frequently exceeds cash from
operations, such that a portion of capital expenditures must routinely be debt financed. Utitities are among
the largest debt issuersin the corporate universe and typicallyrequire consistent access to the capital
markets to assure adequate sources of funding and to maintain financial flexibility. Substantial portions of
capex are non-discretionary (for example, maintenance, adding customers to the network, or meeting
environmental mandates); however, utilities were swift to cut or defer discretionary spending during the
2007-2009 recession. Dividends represent a quasi-permanent outlay, since utilities typically only rarety will
cut their dividend. Liquidity is also important to meet maturing obligations, which often occur in large
chunks, and to meet collateral calls under any hedging agreements.

Due to the importance of liquidity, incorporating it as a factor with a fixed weighting in the grid would
suggest an importance level that is often far different from the actual weight in the rating. In normal
circumstances most companies in the sector have good access to liquidity. The industry generally requires,
and for the most part has, large, syndicated, multi-year committed credit facilities. in addition, utilities have
demonstrated strong access to capital markets, even under difficult conditions. As a result, liquidity

25 JUNE 23, 2017 RATING METHODOLOGY: REGULATED ELECTRIC AND GAS UTILITIES
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these into Factor 3, for some issuers these considerations may be sufficiently important that the rating
reflects a greater weight for these risks. While construction projects atways carry the risk of cost over-runs
and delays, these risks are materially heightened for projects that are very large relative to the size of the
utility.

Interaction of Litility Ratings with Government Policies and Sovereign Ratings

Compared to most industrial sectors, regulated utilities are more likely to be impacted by government
actions. Credit impacts can occur directly through rate regulation, and indirectly through energy,
environmental and tax policies. Government actions affect fuel prices, the mix of generating plants, the
certainty and timing of revenues and costs, and the likelihood that regulated utitities will experience
financial stress. While our evolving view of the impact of such policies and the general economic and
financial climate is reflected in ratings for each utility, some considerations do not lend themselves to
incorporation in a simple ratings grid.®

Diversified Operations at the Utility

A small number of regulated utilities have diversified operations that are segments within the utility
company, as opposed to the more common practice of housing such operations in one or more separate
affiliates. In general, we will seek to evaluate the other businesses that are material in accordance with the
appropriate methodology and the rating will reflect considerations from such methodologies. There may be
analytical limitations in evaluating the utility and non-utility businesses when segment financial results are
not fully broken out and these may be addressed through estimation based on available information. Since
regulated utilities are a relatively low risk business compared to other corporate sectors, in most cases
diversified non-utility operations increase the business risk profile of a utility. Reflecting this tendency, we
note that assignedratings are typically lower than grid- indicated ratings for such companies,

Event Risl

We also recognize the possibility that an unexpected event could cause a sudden and sharp decline in an
issuer's fundamental creditworthiness. Typical special events include mergers and acaquisitions, asset sales,
spin-offs, capital restructuring programs, litigation and shareholder distributions.

Corporate Governance

Among the areas of focus in corporate governance are audit committee financial expertise, the incentives
created by executive compensation packages, related party transactions, interactions with outside auditors,
and ownership structure.

investment and Acquisition Strategy

In our credit assessment we take into consideration management's investment strategy. investment
strategy is benchmarked with that of the other companies in the rated universe to further verify its
consistency. Acquisitions can strengthen a company's business. Our assessment of a company's tolerance
for acquisitions at a given rating level takes into consideration (1) management's risk appetite, including the
likelihood of further acquisitions over the medium term; (2) share buy-back activity; (3) the company's
commitment to specific leverage targets; and (4) the volatility of the underlying businesses, as well as that
of the business acquired. Ratings can often hold after acquisitions even if leverage temporarily climbs above
normally acceptable ranges. However, this depends on (1) the strategic fit; (2) pro-forma

5 See also the cross-sector methodology "How Sovereign Credit Quality May Affect Other Ratings.” A link to this and other sector and cross-sector credit rating
methodologies can be found in the Related Research section of this report.
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Factor 1a: Legislative and judicial Underpinnings of the Regulatory Framework (12.5%)

Aaa Az A

Bas

Utility regulation occurs under a fully developed framework
that is nationat in scope based onlegislation that provides
the utility a nearly absolute monopoly (see note 1) within its
service territory, an unquestioned assurance that rates will
be set ina manner that will permiz the utility to make and
recover all necessary investments, an extremely high degree
of ciarity s to the manrer in which utilities will be regulated
and prescriptive methads and procedures for setting rates.
Existing utility law is comprehensive and supportive such
that changes in legisiation are not expected to be necessary;
or any changes that have occurred have been strongly
supportive of utilities credit quality in general and sufficiently
forward- tooking so as to address problems before they
occurred. There is an independent judiciary that can arbitrate
disagreerments between the regulator and the utility should
they occur, including access to national courts, very strong
judicial precedent in the interpretaticn of utility {aws, and a
strong rule of law, We expectthese conditions to continue.

Utility regutation occurs under a fulty deveioped national, state
or provincial framework based on legislation that provides the
utility an exiremely strong mcnopoly {see ncte T) within its
service territory, a strong assurance, subject o limited review,
that rates will be set in a manner that will permit the utility to
make and recoverall necessary investments, a very high cegree
of clarityas to the manner in which utilities will be regulated
and reasonably prescriptive methods and procedures forsetting
rates. If there have been changes ir: utility legislation,they have
been timely and clearly credit supportive of the issuer in a
manner that shows the utility has hac a strong voice in the
process, There is an independent judiciary thatcan arbitraze
disagreements between the regulator and he utility, should
they occur including access to national courts, strong judicial
precedentin the interpretation of utility laws, and astrong rule
of law. We expect these conditions to continue.

titity regulation occurs under a well developed
natior:al, state or provinciat framework based on
legislation that provides the utility a very strong
monopoly {see note 1) within its service territory, an
assurance, subject to reasonable prudency
reguirements, that rates will be set in a manner that will
permit the utility to make and recover all necessary
investments, a high degree of clarity as to the manner
in which uttlities will be regutated, and overall guidance
for methods and procedures for sexxing rates. if there
have been changes in utility legislation, they have been
mostly timely and on the witcle credit supportive for
the issuer, and the utiity has had a clear voice in the
legislative process. There is an independent judiciary
that can arbitratedisagreements between the regulator
and the utility, should they occur, including access to
national courts, clear judicial precedent in the
interpretation of utility taw, and a strong rufe of law.
We expect these conditions to continue.

Utility regulation occurs (i) under a national, state, provincial or municipat
framework based on legislation that provides he utfity a strong monopoty
withirs its service territory that may have some exceptions such as greater self-
genaration {see note 1), a general assurance that, subject to prudency
requirements that are mostly reasonable, rates will be sez wilf be setin a
manner that will permit the utility to make and recover all necessary
investments, reasonable clarity as to the manner in which utilities witl be
regulated and overall guidance for methods and procedures for setting rates; or
(if) under a new framework where independent and transparent regulation
exists in other sectors. If there have been changes in utility legislation, they
heve been credit supportive or at least batanced for the issuer but potentially
less timety, and the utility had a voice in the legislative process. There is either
(i) an independent judiciary thatcan arbitrate disagreements between the
regulator and the utility, including access to courts at least at the state or
provincial level, reasonably clear judicial precedent in the interprezation of
utilitylaws, and a generally strong rule of law; or
(ii) regulation has been applied (under awell developed framework) in a
manner such that redress to an independent arbiter has not been required. We
expectthese conditions to continue.

Ba -] Caa

Utility regulation occurs (i) under a national, state, provincial
or municipal framework based on legistation or government
decree that provides the utility 2 monopoly within its service
territory that is generally strong but may have a greater level
of exceptions (see note 1), and that, subject to prudency
reguirements which may be stringent, provides 2 general
assurance (with somewhatless certainty) that rates will te
set will be set in a manner that witl permit the utitity to
make and recover necessary investments; or (i) under a new
framewark where the jurisdiction has a history of less
independent and transparent reguiation in other sectors.
Either: (i} the judiciary that canarbitrate disagreements
between the regutator and the utitity may not have clear
authority or may not befutly independent of the regulator or
other political pressure, but there is a reasonabty strong rule
of law; or (i) where there is no independent arbiter, the
regulation has mostly been applied in a manner such redress
has not been required. We expect these conditionsto
continue.

Utility regulation occurs (i) under a national, state, provincial or
municipal framework based on legislation or government
decree that provides the utitity monopoly within its service
territory that is reasonably strong but may have important
exceptions, and thet, subject to prudency requirements which
may be stringent or 2t times arbitrary, provides more limited or
less certain assurance that rates will be set in amannerthat
will permit the utility to make and recover necessary
investments; or (i) under a new framework where we would
expect less independent and transparent regulation, based
either on the regulator's history in othersectors or other
factors. The judiciary that can arbitrate disagreements between
the regulator and the utility may not have clear authority or
may not be fully independent of the regulator or other politicat
pressure, but there is a reasonably strong rute of law.
Alternately, where there is no independent arbiter, the
regulation has been applied in a manner that often requires
some redress adding more uncertainty to the regulatory
framework.

There may be a periodic risk of creditor-unfriendly government
intervention in utility markets or rate-setting.

Utitity regulation occurs () under a national, state,
provincial or municipal framework based on legislation
or government decree that provides the utility a
monopoly within its service territory, but with little
assurance that rates will be set in a manner that wilt
permit the utility to make and recover necessary
investments; or {ii) under a new framewark where we
would expect unpredictable or adverse regulatior,
based either on the jurisdiction's history of in other
sectors or other factors. The judiciary that can arbitrate
disagreements between the regulator and the utility
may not have ctear authority or is viewed as not being
fully independent of the regulator or other political
pressure. Alternately, there may be no redress to an
effective independent arbiter. The ability of the utility
to enforce its monopoly or prevent uncompensated
usage of its system may be limited. There may be a risk
of creditor- unfriendly nationalization or other
significant intervention in utility markets or rate-setting.

Note T The strength of the monopoly refers to the legal, regulatory and practical obstacles for customers in the utility's territory to obtain service from another provider. Examples of a weakening of the monopoly would include the ability of a
city or large user to leave the utility system to set up their own system, the extent to which self-generation is permitted (e.g. cogeneration) and/or encouraged (e.g., net metering, DSM generation). At the lower end of the ratings spectrum,
the utility’s monopoly may be challenged by pervasive theft and unauthorized use. Since utilities are generally presumed to be monopolies, a strong monopoly position in itself is not sufficient for a strong score in this sub-factor, but a
weakening of the monopoly can lower the score.

* 10% weight for issuers that lack generation **0% weight for issuers that lack generation
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Factor 2a: Timeliness of Recovery of Operating and Capital Costs (12.5%)

Aaa Aa

A

Baa

Fuel, purchased power and all other highly variabte

Tariff formulas and automatic cost recovery
mechanisms provide full and highly timely
recovery of all operating costs and essentially
contemporaneous or near-contemporaneous
return on most incremental capital investments,
with minimal challenges by regulators to
companies' cost assumptions. By statute and by
practice, general rate cases are efficient, focused
on an impartial review, of a very reasonable
duration before non-appealable interim rates can
be collected, and primarily permit inclusion of
forward- looking costs.

Tariff formulas and automatic cost recovery
mechanisms provide full and highly timely
recovery of all operating costs and essentially
contemporaneous return on all incremental
capital investments, with statutory
provisions in place to preclude the possibility
of challenges to rate increases or cost
recovery mechanisms. By statute and by
practice, general rate cases are efficient,
focused on an impartial review, quick, and
permit inclusion of fully forward -looking
COSts.

Automatic cost recovery mechanisms provide full
and reasonably timely recovery of fuel, purchased
power and all other highty variable operating
expenses. Material capital investments may be
made under tariff formulas or other rate-making
permitting reasonably contemporaneous returns,
or may be submitted under other types of filings
that provide recovery of cost of capitat with
minimal delays. Instances of regulatory challenges
that delay rate increases or cost recovery are
generally related to large, unexpected increases in
sizeable construction projects. By statute or by
practice, general rate cases are reasonably
efficient, primarily focused on an impartial review,
of a reasonable duration before rates {either
permanent or non- refundable interim rates) can
be collected, and permit inclusion of important
forward -looking costs.

expenses are generally recovered through mechanisms
incorporating delays of less than one year, although some
rapid increases in costs may be delayed longer where such
deferrals do not place financial stress on the utility.
Incremental capital investments may be recovered
primarily through general rate cases with moderate lag,
with some through tariff formulas. Alternately, there may
be formula rates that are untested or unclear.

Potentially greater tendency for delays due to regulatory
intervention, although this will generally be limited to
rates related to large capital projects or rapid increases in
operating costs.

Ba B

Caa

The expectation that fuel, purchased power or
other highly variable expenses will be recovered
may be subject to material delays due to second-
guessing of spending decisions by regulators or
due to political intervention. Recovery of costs
related to capital investments may be subject to
delaysthat are material to theissuer, or may be
tikely to discourage some important investment.

There is an expectation that fuel, purchased
power or other highly variable expenses will
eventually be recovered with delays that will
not place material financial stress on the
utility, but there may be some evidence of an
unwillingness by regulators to make timely
rate changes to address volatility in fuel, or
purchased power, or other market-sensitive
expenses. Recovery of costs related to capital
investments may be subject to delays that
are somewhat lengthy, but not so pervasive
as to be expected to discourage important
investments.

The expectation that fuel, purchased power or
other highly variable expenses will be recovered
maybe subject to extensive delays due tosecond-
guessing of spending decisions by regulators or
due to political intervention. Recovery of costs
relatedto capital investments may be uncertain,
subject to delays that are extensive, or that may
be likelyto discourage even necessaryinvestment.

Note: Tariff formulas include formula rate plans as well as trackers and riders related to capitat investment.
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Factor 3: Diversification (10%)

Weighting 10%

Sub-Factor
Weighting

Aaa

Aa

A

Baa

Market Position

5%*

A very high degree of multinational
and regional diversity in terms of
regulatory regimes and/or service

territory economies.

Material operations in three or
more nations or substantial
geographic regions providing very
good diversity of regulatory
regimes and/or service territory
economies.

Material operations in two to threenations, states,
provinces or regions that provide good diversity of

regulatory regimes and service territory economies.

Alternately, operates within a single regulatory

regime with tow volatility, and the service territory

economy is robust, has a very high degree of
diversity and has demonstrated resiliencein
economic cycles.

May operate under a single regulatory regime viewed as having low
volatility, or where multiple regulatory regimes are not viewed as
providing much diversity. The service territory economy may have

some concentration and cyclicality, but is sufficiently resilient that it
can absorb reasonably foreseeableincreases in utility rates.

Generation and

S% Ll

A high degree of diversity in terms of

Very good diversification in terms

Good diversification in terms of generation and/or

Adequate diversification in terms of generation and/or fuel sources

Fuel Diversity generationand/or fuel sourcessuch  of generation and/or fuet sources  fuel sources such that the utility and rate-payers such that the utility and rate-payers have moderate exposure to
that the utility and rate-payers are suchthat the utility and rate- have only modest exposure to commodity price  commodity price changes; however, may have some concentration
well insulated from commodity price  payers are affected only minimally ~changes; however, may have some concentrationin  in a source thatis Challenged. Exposure to Threatened Sources is
changes, no generation by commodity price changes, little a source that is neither Chatlenged nor Threatened.  moderate, while exposureto Chaltenged Sources ismanageable.
concentration, and very low generation concentration, and low Exposure to Threatened Sources islow. While there
exposures to Challenged or exposures to Challenged or may be some exposure to Challenged Sources, it is
Threatened Sources (see definitions Threatened Sources. not a cause for concern.
below).
Sub-Factor
Weighting Ba B Caz Definitions
Market Position 5%* Operates in a market area with Operates in a limited market area Operates in a concentrated economicservice Chatlenged Sources are generation plants that face higher but not

somewhat greater concentration and
cyclicelity in the service territory

economy and/or exposure to storms

and other natural disasters, and thus

less resilience to absorbing
reasonably foreseeable increases in
utility rates. May show somewhat
greater volatility in the regulatory
regime(s).

with material concentration and
more severe cyclicality in service
territory economy such that cycles
are of materially longer duration or
reasonablyforeseeable increases in
utility rates could presenta
material challenge to the economy.

Service territory may have
geographic concentration that
limits its resilience to storms and
other natural disasters, or may be
an emerging market. May show
decided volatility in the regulatory
regime(s).

territory with pronounced concentration,
macroeconomic risk factors, and/or exposure to
natural disasters.

insurmountable economic hurdles resulting from penalties or taxes
on their operation, or from environmentat upgrades that are
required or likely tobe required. Some examples are carbon-
emitting plants that incur carbontaxes, plants that must buy

emissions credits to operate, and plants that mustinstall

environmental equipment to continue to operate, in each wherethe

taxes/credits/upgrades are sufficient to have a material impact on

those plants' competitiveness relative to other generation types or

on the utility’s rates, but where the impact is not so severe as to be

likely require plant closure.

Generation and
Fuel Diversity

50 *=*

Modest diversification in generation
and/or fuel sources such that the
utility or rate- payers have greater
exposure to commodity price
changes. Exposure to Chatlenged and
Threatened Sources may be more
pronounced, but the utility will be
able to access altemative sources
without undue financial stress.

Operates with little diversification
in generation and/or fuel sources
such that the utility or rate-payers
have high exposure to commodity
price changes. Exposure to
Challenged and Threatened
Sources may be high, and accessing
alternate sources may be
challenging and cause more
financial stress, but ultimately
feasible.

Operates with high concentration in generation
and/or fuel sources such that the utility or rate-
payers have exposure to commodity price shocks.
Exposure to Challenged and Threatened Sources
maybe very high, and accessing alternate sources
may be highly uncertain.

Threatened Sources are generation plants that are not currently
able to operate due to major unplanned outages or issues with
licensing orother regulatory compliance, and plants that are highly
likely to be required tode- activate, whether due to the
effectiveness of currently existing orexpected rules and regulations
or due to economic challenges. Some recentexamples would
include coal fired plants in the US that are noteconomic to retro-fit
to meet mercury and air toxics standards, plants that cannot meet
theeffective date of those standards, nuclear plants in Japan that
have not been licensed to re-start after the Fukushima Dai-ichi
accident, and nuclear plants thatare required to be phased out
within 10 years (as is the case in some European countries).

* 10% weight for issuers that lack generation **0% weight for issuers that (ack generation
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Appendix B: Approach to Ratings within a Utility Family

Typical Composition of a Utility Family

A typical utility company structure consists of a holding company (“HoldCo") that owns one or more
operating subsidiaries (each an*OpCo"). OpCos may be regulated utilities or non-utility companies,
Financing of these entities varies by region, in part due to the regulatory framework. A HoldCo typicalty has
no operations — its assets are mostly fimited to its equity interests in subsidiaries, and potentially other
investments in subsidiaries or minority interests in other companies. However, in certain cases there may be
material operations at the HoldCo level. Financing can occur primarily at the OpCo level, primarily at the
HoldCo level, or at both HoldCo and OpCos in varying proportions. When a HoldCo has multiple utility
OpCos, they will often be located in different regulatory jurisdictions. A HoldCo may have both leveredand
unlevered OpCos.

General Approach to a Utility Family

In our analysis, we generally consider the stand-alone credit profile of an OpCo and the credit profile of its
ultimate parent HotdCo (and any intermediate HoldCos), as well as the profile of the family as a whole,
while acknowledging that these elements can have cross-family credit implications in varying degrees,
principally based on the regulatory framework of the OpCos and the financing model (which has often
developed in response to the regulatory framework).

In addition to considering individual OpCos under this (or another applicable) methodology, we typically™
approach a HoldCo rating by assessing the quatitative and quantitative factors in this methodology for the
consolidated entity and each of its utility subsidiaries. Ratings of individual entities in the issuer family may
be pulled up or down based on the interrelationships among the companies in the family and their relative
credit strength.

In considering how closely aligned or how differentiated ratings should be among members of a utility
family, we assess a variety of factors, including:

»  Regulatory or other barriers to cash movement among OpCos and from OpCos to HoldCo

»  Differentiation of the regulatory frameworks of the various OpCos

»  Specific ring-fencing provisions at particular OpCos

»  Financing arrangements — for instance, each OpCo may have its own financing arrangements, or the
sole liquidity facility may be at the parent; there may be a liquidity pool among certain but not all
members of the family; certainmembers of the family may better be able to withstand a temporary
hiatus of external {iquidity or access to capital markets

»  Financial covenants and the extent to which an Event of Default by one OpCo limits availability of
liquidity to another member of the family

»  The extent to which higher leverage at one entity increases default risk for other members of the family
»  Anentity's exposure to or insulation from an affiliate with high business risk

»  Structural features or other limitations in financing agreements that restrict movements of funds,
investments, provision of guarantees or collateral, etc.

»  The relative size and financial significance of any particular OpCo to the HoldCo and the family

% See paragraph at the end of this section for appreaches to Hybrid HotdCos.
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While most of the regulatory barriers to cash movement are very real, they are not absolute. Furthermore,
while it is not usually in the interest of an insolvent parent or its creditors to bring an operating utility into a
bankruptcy proceeding, such an occurrence is not impossible.

The greatest separateness occurs where strong regulatory insulation is supplemented by effective ring-
fencing provisions that fully separate the management and operations of the OpCo from the rest of the
family and limit the parent'’s ability to cause the OpCo to commence bankruptcy proceedings as well as
limiting dividends and cash transfers. Typically, most entities in US utility families {including HoldCos and
OpCos) are rated within 3 notches of each other. However, it is possible for the HoldCo and OpCos in a
family to have much wider notching due to the combination of regulatory imperatives and strong ring-
fencing that includes a significant minority shareholder who must agree to important corporate decisions,
including a voluntary bankruptcy fiting.

Lower Barriers to Cash Movement with Financing Predominantly at the OpCos

Our approach to rating issuers within a family where there are lower regulatory barriers to movement of
cash from OpCos to HoldCos (e.g., many parts of Asia and Europe) places greater emphasis on the credit
profile of the consolidated group. Individual OpCos are considered based on their individual characteristics
and their importance to the family, and their assigned ratings are typically banded closely around the
consolidated credit profile of the group due to the expectation that cash will transit relatively freely among
family entities.

Some utitities may have OpCos in jurisdictions where cash movement among certain famity members is
more restricted by the regulatory framework, while cash movement from and/or among OpCos in other
jurisdictions is less restricted. In these situations, OpCos with more restrictions may vary more widely from
the consolidated credit profile while those with fewer restrictions may be more tightly banded around the
other entities in the corporate family group.
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Regulated Generation Utility: Regulated generation utilities (Regulated Gencos) are utilities that almost
exclusively have generation assets, but their activities are generally regulated like those of vertically
integrated utilities. In the US, this means that the purchasers of their output (typically other investor-
owned, municipal or cooperative utilities) pay a regulated rate based on the total allowed costs of the
Regulated Genco, including a return on equity based on a capital structure designated by the regulator
(primarily FERC). Companies that have been included in this group include certain generation companies
(including in Korea and China) that are not rate regulated in the usual sense of recovering costs plus a
regulated rate of return on either equity or asset value. Instead, we have looked at a combination of
governmental action with respect to setting feed-in tariffs and directives on how much generation will be
built (or not built} in combination with a generally high degree of government ownership, and we have
concluded that these companies are currently best rated under this methodology. Future evolution in our
view of the operating and/ar regulatory environment of these companies could lead us to conclude that
they may be more appropriately rated under a related methodology (for example, Unregulated Utilities and
Power Companies).

Independent System Operator; An Independent System Operator (ISO) is an organization formed in certain
regional electricity markets to act as the sole chief coordinator of an electric grid. In the areas where an ISO
is established, it coordinates, controls and monitors the operation of the electrical power system to assure
that electric supply and demand are balanced at al times, and, to the extent possible, that electric demand
is met with the towest-cost sources. 1SOs seek to assure adequate transmission and generation resources,
usually by identifying new transmission needs and planning for a generation reserve margin above expected
peak demand. in regions where generation is competitive, they also seek to establish rules that foster a fair
and open marketplace, and they may conduct price-setting auctions for energy and/or capacity. The
generation resources that an ISO coordinates may belong to vertically integrated utilities or to independent
power producers. 1SOs may not be rate-regulated in the traditional sense, but fall under governmentat
oversight. All participants in the regional grid are required to pay a fee or tariff (often volumetric) to the ISO
that is designed to recover its costs, including costs of investment in systems and equipment needed to
fulfitl their function. 1ISOs may be for profit or not-for-profit entities.

In the US, most 1SOs were formed at the direction or recommendation of the Federal Energy Regulatory
Commission (FERC), but the ISO that operates solely in Texas falls under state jurisdiction. Some US ISOs
also perform certain additional functions such that they are designated as Regional Transmission
Organizations (or RTOs).

Transmission-Only Utility: Transmission-only utilities are solely focused on owning and operating
transmission assets. The transmission lines these utilities own are typically high-voltage and allow energy
producers to transport electric power over fong distances from where it is generated (or received) to the
transmission or distribution system of a T&D or vertically integrated utility. Unlike most of the other utilities
rated under this methodology, transmission-only utilities primarily provide services to other utilities and
ISOs. Transmission-only utilities in most parts of the world other than the US have been rated under the
Regulated Networks methodology.

\
Utitity Holding Company {Utility HoldCo): As detailed in Appendix B, regulated electric and gas utilities are
often part of corporate families under a parent holding company. The operating subsidiaries of Utility
HoldCos are overwhelmingly regulated electric and gas utilities.

Hybrid Holding Company (Hybrid HoldCa): Some utility families contain a mix of regulated electric and gas
utilities and other types of companies, but the regulated electric and gas utilities represent the majority of
the consolidated cash flows, assets and debt. The parent company is thus a Hybrid HoldCo.
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When financial markets are volatile, utilities often have greater capital market access than industrial
companies in competitive sectors, as was the case in the 2007-2009 recession. However, regulated electric
and gas utilities are by no means immune to a protracted or severe recession.

Severe economic malaise can negatively affect utility credit profiles in several ways. Falling demand for
electricity or natural gas may negatively impact margins and debt service protection measures, especially
when rates are designed such that a substantial portion of fixed costs is in theory recovered through
votumetric charges. The decrease in demand in the 2007-2009 recession was notabie in comparison to prior
recessions, especially in the residential sector. Poor economic conditions can make it more difficult for
regulators to approve needed rate increases or provide timely cost recovery for utilities, resuiting in higher
cost deferrals and longer regulatory lag. Finally, recessions can coincide with a lack of confidence in the
utility sector that impacts access to capital markets for a period of time. For instance, in the Great
Depression and (to a lesser extent) in the 2007 recession, access for some issuers was curtailed due to the
sector's generally higher leverage than other corporate sectors, combined with a concerns over a lack of
transparency in financial reporting.

Fuel Price Volatility and the Global Impact of Shale Gas

The ability of most utilities to pass through their fuel costs to end users may insutate a utility from exposure
to price volatility of these fuels, but it does not insutate consumers. Consumers and regulators complained
vociferously about utility rates during the run-up in hydro-carbon prices in 2005-2008 (oil, natural gas and,
to a lesser extent, coal). The steep decline in US natural gas prices since 2009, caused in large part by the
development of shale gas and shale oil resources, has been a material benefit to US utilities, because many
have been able to pass through substantiat base rate increases during a period when all-in rates were
declining. Shale hydro-carbons have aiso had a positive impact, albeit one that is less immediate and direct,
on non-US utilities. In much of the eastern hemisphere, natural gas prices under long-term contracts have
generally been tied to oil prices, but utilities and other industrial users have started to have some success in
negotiating to de-link natural gas from oil. In addition, increasing US production of oil has had a noticeable
impact on world oil prices, generally benefitting oil and gas users.

Not all utilities will benefit equally. Utilities that have locked in natural gas under high-priced long- term
contracts that they cannot re-negotiate are negatively impacted if they cannot pass through their full
contracted cost of gas, or if the high costs cause customer dissatisfaction and regulatory backlash. Utilities
with large coal fleets or utilities constructing nuctear power plants may also face negative impacts on their
regulatory environment, since their customers will benefit less from lower natural gas prices.

Distributed Generation Versus the Central Station Paradigm

The regulation and the financing of electric utilities are based on the premise that the current modet under
which electricity is generated and distributed to customers will continue essentially unchanged for many
decades to come. This model, called the central station paradigm {because electricity is generated in large,
centrally located plants and distributed to a large number of customers, who may in fact be hundreds of
miles away), has been in place since the early part of the 20" century. The modet has worked because the
economies of scale inherent to very large power plants has more than offset the cost and inefficiency
(through power losses) inherent to maintaining a grid for transmitting and distributing electricity to end
users,

Despite rate structures that only allow recovery of invested capital over many decades {up to 60 years),
utilities can attract capital because investors assume that rates will continue to be collected for at least that
long a period. Regulators and politicians assume that taxes and regulatory charges levied on electricity
usage will be paid by a broad swath of residences and businesses and will not rhateriall_y discourage usage of

s g =8 I S———— .
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power from 50 reactors, but all are currently either idled or shut down, and utitities in the country face
materially higher costs of reptacement power, a credit negative.

Fukushima Daiichi also had global consequences. Germany's response was to require that atl nuclear power
plants in the country be shut by 2022. Switzerland opted for a phase-out by 2031. (Most European nuclear
plants are owned by companies rated under other the Unregulated Utilities and Power Companies
methodology.) Even in countries where the regulatory response was more moderate, increased regulatory
scrutiny has raised operating costs, a credit negative, especially in the US, where low natural gas prices have
rendered certain primarily smaller nuclear plants uneconomic. Nonetheless, we view robust and
independent nuctear safety regulation as a credit-positive for the industry.

Other general issues for nuclear operators include higher costs and lower reliabitity related to the increasing
age of the fleet. In 2013, Duke Energy Florida, Inc. decided to shut permanently Crystal River Unit 3 after it
determined that a de-lamination (or separation) in the concrete of the outer wall of the containment
building was uneconomic to repair. San Onofre Nuclear Generating Station was closed permanently in 2013
after its owners, including Southern California Edison Company (A3, RUR-up) ahd San Diego Gas & Electric
Company (A2, RUR-up), decided not to pursue a re-start in light of operating defects in two steam
generators that had been replaced in 2010 and 2011.

Korea Hydro and Nuclear Power Company Limited and its parent, Korea Electric Power Corporation, faced a
scandal related to alleged corruption and acceptance of falsified safety documents provided by its parts
suppliers for nuclear plants. Korean prosecutors' widening probe into KHNP's use of substandard parts at
many of its 23 nuclear power plants caused three plants to be shut down temporarily.
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lower than the utility's cost of debt and much lower than its all-in cost of capital, which reduces the revenue
requirement associated with the cost recovery.

In the presentation of US securitization debt in published financial ratios, we make our own assessment of
the appropriate credit representation but in most cases follows the accounting in audited statements under
US Generally Accepted Accounting Principles (GAAP), which in turn considers the terms of enabling
legistation. As a result, accounting treatment may vary. In most states utilities have been required to
consolidate securitization debtunder GAAP, eventhough it is technically non- recourse,

In general, we view securitization debt of utilities as being on-credit debt, in part because the rates
associated with it reduce the utility’s headroom to increase rates for other purposes while keeping all-in
rates affordable to customers. Thus, where accounting treatment is off balance sheet, we seek to adjust the
company's ratios by including the securitization debt and related revenues for our analysis. Where the
securitized debt is on balance sheet, our credit analysis also considers the significance of ratios that exclude
securitization debt and related revenues. Since securitization debt amortizes mortgage-style, including it
makes ratios look worse in early years (when most of the revenue collected goes to pay interest) and better
in later years (when most of the revenue collected goes to pay principat).

Strong lavels of government ownership in Asia Pacific (ex-japan) provide rating uplift

Strong levels of government ownership have dominated the credit profiles of utilities in Asia Pacific
(excluding Japan), generally leading to ratings that are a number of notches above the Baseline Credit
Assessment. Regulated electric and gas utilities with significant government ownership are rated using this
methodology in conjunction with the joint Default Analysis approach in our methodology for Government-
Related Issuers.™

Support system for large corporate entities in Japan can provide ratings uplift, with limits

Our ratings for large corporate entities in Japan reflect the unique nature of the country’s support system,
and they are higher than they would otherwise be if such support were disregarded. This is reflected in the
tendency for ratings of Japanese utilities to be higher than their grid implied ratings. However, even for large
prominent companies, our ratings consider that support will not be endless and is tess likely to be provided
when a company has questionable viability rather than being in need of temporary liquidity assistance.

¥ Alink 1o this and other sector and cross-sector credit rating methodologies can be found in the Related Research section of this report.
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Additional considerations for PPAs

PPAs have a wide variety of financial and regulatory characteristics, and each particular circumstance may
be treated differently by Moody's. Factors which determine where on the continuum we treat a particular
PPA include the following:

»  Risk management: An overarching principle is that PPAs have normally been used by utilities as a risk
management tool and we recognize that this is the fundamental reason for their existence. Thus, we
will not automatically penalize utilities for entering into contracts for the purpose of reducing risk
associated with power price and avaitability. Rather, we will look at the aggregate commercial position,
evaluating the risk to a utility's purchase and supply obligations. In addition, PPAs are similar to other
long-term supply contracts used by other industries and their treatment should not therefore be
fundamentally different from that of other contracts of a similar nature.

»  Pass-through capability: Some utilities have the ability to pass through the cost of purchasing power
under PPAs to their customers. As a result, the utility takes no risk that the cost of power is greater than
the retail price it wilt receive. Accordingly we regard these PPA obligations as operating costs with no
long-term debt-like attributes. PPAs with no pass-through ability have a greater risk profile for utilities.
tn some markets, the ability to pass through costs of a PPA is enshrined in the regulatory framework,
and in others can be dictated by market dynamics. As a market becomes more competitive or if
regulatory support for cost recovery deteriorates, the ability to pass through costs may decrease and, as
circumstances change, our treatment of PPA obligations will alter accordingly.

»  Price considerations: The price of power paid by a utility under a PPA can be substantially above or
below the market price of electricity. A below-market price will motivate the utility to purchase power
from the IPP in excess of its retail requirements, and to sell excess electricity in the spot market. This
can be a significant source of cash flow for some utitities. On the other hand, utilities that are
compelled to pay capacity payments to [PPs when they have no demand for the power or at an above-
market price may suffer a financial burden if they do not get full recovery in retail rates. We will focus
particularly on PPAs that have mark-to-market losses, which typically indicates that they have a
material impact on the utility's cash flow.

»  Excess Reserve Capacity: In some jurisdictions there is substantial reserve capacity and thus a significant
probability that the electricity available to a utility under PPAs will not be required by the market. This
increases the risk to the utility that capacity payments will need to be made when there is no demand
for the power. We may determine that all of a utility's PPAs represent excess capacity, or that a portion
of PPAs are needed for the utility’s supply obligations plus a normal reserve margin, while the
remaining portion represents excess capacity. In the latter case, we may impute debt to specific PPAs
that are excess or take a proportional approach to all of the utility's PPAs.

»  Risk-sharing: Utilities that own power plants bear the associated operational, fuel procurement and
other risks. These must be balanced against the financial and liquidity risk of contracting for the
purchase of power under a PPA. We will examine on a case-by case basis the relative credit risk
associated with PPAs in comparison to ptant ownership.

»  Purchase requirements: Some PPAs are structured with either options or requirements to purchase the
asset at the end of the PPA term. If the utility has an economically meaningful requirement to
purchase, we would most likely consider it to be a debt obligation. in most such cases, the obligation
would already receive on-balance sheet treatment under relevant accounting standards.

»  Default provisions: In most cases, the remedies for default under a PPA do not include acceleration of
amounts due, and in many cases PPAs would not be considered as debt in a bankruptcy scenario and
could potentially be cancelled. Thus, PPAs may not materiatly increase Loss Given Default for the
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Moody’s Related Research

The credit ratings assigned in this sector are primarily determined by this credit rating methodology. Certain
broad methodological considerations {described in one or more credit rating methodologies) may also be
relevant to the determination of credit ratings of issuers and instruments in this sector. Potentially related
sector and cross-sector credit rating methodologies can be found here.

For data summarizing the historical robustness and predictive power of credit ratings assigned using this
credit rating methodology, see link.

Please refer to Moody's Rating Symbols & Definitions, which is available here, for further information,
Definitions of Moody's most common ratio terms can be found in “Moody's Basic Definitions for Credit

Statistics, User’s Guide", accessible via this link,
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“wholesate clients” within the meaning of section 761G of the Corporations Act 2001. By continulng to access this document from within Austratia, you represent to MOODY'S that you are,
or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent wilt directly or indirectly disseminate this document or its contents
to "retail clients” within the meaning of section 761G of the Corporations Act 2001 MOODY'S credit rating Is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the Issuer or any form of security that is avallable to retail investors. it would be reckless and Inappropriate for retail investors to use MOODY'S credit ratings or
publications when making an investment decision. If in doubt you should contact your financlal or other professionat adviser,

Additional terms for Japan only: Moody's Japan KX, {"MJKK") Is a wholly-owned credit rating agency subsidiary of Moody's Group japan G.K., which is wholly-owned by Moody's Overseas
Holdings Inc., a wholly-owned subsidiary of MCO. Maody's SF Japan KK. (“MSF}") is a wholly-owned credit rating agency subsidiary of MjKK. MSFJ is not a Nationally Recognized Statistical
Rating Organization (*NRSRO"). Therefore, credit ratings assigned by MSF) are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
consequently, the rated obtigation will not qualify for certain types of treatment under U.S. laws, MJKK and MSF] are credit rating agencies registered with the Japan Financial Services Agency
and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively,

MJKK or MSF (as appticabte) hereby disclose that most issuers of debt securities (including corporate and municipat bonds, debentures, notes and commercial paper) and preferred stock rated
by MJKK or MSF (as applicable} have, prior to assignment of any rating, agreed to pay to MJKK or MSF] (as applicable) for appraisat and rating services rendered by it fees ranging from
JPY200,000 to approximately JPY350,000,000,

MJKK and MSF) also maintatin policies and procedures to address japanese regulatory requirements.
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Yahoo Finance LIVE - Oct 02 92 proph reseting S12ha. Ream
Southwest Gas Holdings, inc. e
ATO 111.44 C-u
Atmos Energy Corporation
154 -1.36%
ATYX 20720  -0.0330 -1.5677%
Treasury Yield 30 Years
's Willi S Si fE
Fed's Williams Sees Signs of Economy
Slowing From Strong Pace
Bloomberyg Matthew Boesler, Bloomberg * Octaber 2, 2019
(Bloomberg) -- Explore what’s moving the global Quote Lookup
economy in the new season of the Stephanomics
podcast. Subscribe via Pocket Cast or iTunes. Recently Viewed »
Symbol Last Price Change % Change
New York Fed President John Williams said the U.S. _
NG=F 22610 -0.0220 -0.96%
economy looks strong from the rear view mirror while N
the outlook is more mixed because of numerous SWX 8897 -1.10 A.22%
Southwest Gas Holdings, Inc.
uncertainties and risks. ,
ATO 11144  -1.54 -1.36%
Atmos Energy Gorporation
“We have seen signs of the economy slowing somewhat," A TYX o

Treasury Yield 30 Years

Williams said Wednesday during a talk in La Jolla,
California. "We want to get monetary policy positioned

to keep the economy growing at a sustainable pace."

Williams and his colleagues on the U.S. central bank’s
policy-setting Federal Open Market Committee voted

Sept. 18 to cut their benchmark interest rate for a

second time this year, following an initial reduction in

July that marked the first since the financial crisis in ' G DR AN e

Eauns Gatfesamig, Kaier | Gotteamal Rt

2008. They cited slowing global growth, trade policy

uncertainty and muted inflation as key considerations.
Popular in the Community

U.S. stocks tumbled to the lowest since August
Wednesday amid concerns about the health of global
manufacturing. A closely-watched indicator of growth in

U.S. manufacturing slumped in September to the lowest

hitps://finance.yahoo.com/video/yahoo-finance-live-cct-02-141443300.htmi Page 1 of 15
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monetary policy, gradually drained reserves from the
banking system over that period. Now, Fed officials are
saying they may have to resume expansion of the

balance sheet soon to ensure appropriate liquidity.

Williams said that today the U.S. economy is in a
"“favorable place," but pointed to numerous uncertainties

and risks that the Fed is navigating.

“Looking ahead, there are a number of crosscurrents, if
you will, that are leading to slower U.S. growth,” he said.
“We've seen the effects of the trade tensions and other
geopolitical tensions lead to higher uncertainty about
the future, and that seems to have contributed to a
pullback in business investment, in the U.S. and abroad.
And we’re seeing a pullback in international trade as

well."

(Updates with additional comments from Williams

starting in fifth paragraph.)
--With assistance from Ben Holland.

To contact the reporter on this story: Matthew Boesler

in New York at mboeslert@bloomberg.net

To contact the editors responsible for this story:
Margaret Collins at mcollins45@bleomberg.net, Scott

Lanman

For more articles like this, please visit us at

hloomberg.com

©2019 Bloomberg L.P.

https://finance.yahoo.com/video/yahoo-finance-live-oc1-02-141443300.htm}

Try This Before Spending Thousands on
Hearing Aids
Hearing Hera Ad §-

A Renewable Energy Giant Makes a $1
Billion Bet on Natural Gas

Smarties — a 'recession-proof' candy —
turns 70 years old with a brand-new look

Rite Aid Charts Send Wrong Signals to
Investors Who Hope for a Recovery

Page 3 of 15
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MANG should consider 10/2/18, 1%:41 AM

Executives, experts, and influencers join the Yahoo
Finance team to discuss what's moving the world of

finance.

Stock market news:
October 2, 2019

5 No Charge to Browse Pics
a Foilny  Emily McCormick Reporter, Yahoo Finance « October 2, 2019 9

Malure Quality Singles Ad §*

JPMorgan study: Minority small businesses
fare worse than white counterparts

U.S. stocks tumbled sharply Wednesday, extending

Tuesday’s declines after a weak batch of economic data
sparked concerns over the pace of global and domestic

growth,

Here were the main moves in the market as of 12:12

p-m. ET:
o S&P 500 (" GSPC): -1.84%, or 54.08 points Why ‘substance’ of China trade deal matters
more than Trump impeachment probe:
[}

Dow (" DJ1): -1.9%, or 507.61 points Expert
e Nasdaq ("IXIC): -1.76%, or 139.13 points '

U.S. crude oil prices (CL=F): -2.1% to $52.49 per barrel

https://finance.yahoo.com/videofyahoo-finance-live-oct-02-141443300.htmt Page 5 of 15
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WT TINEY MH LAID T1aGVTE 1l Uit 1L21ave
Yourself
growth. TruthFinder Ad “$

“Global trade remains the most significant issue, as
demonstrated by the contraction in new export orders
that began in July 2019,” Timothy Fiore, chair of the
ISM survey committee, said in a statement of the U.S. Women, minority businesses face trillion-

economicresults. “Overall, sentiment this month dollar funding gap: RPT

remains cautious regarding near-term growth.”

While manufacturing activity comprises only about 11%
of domestic GDP, according to a recent Goldman Sachs
report, the sector’s measurable deceleration this year

has become a paragon for the impact of ongoing trade

tensions. You Can Buy All Five of Paul Walker's E36
M3 Lightweights

Independently, other portions of the domestic economy
have firmed, with positive quarterly earnings results
from homebuilder Lennar (1.I:N) on Wednesday
underscoring strengthening demand in the housing
market as mortgage rates decline. Last week, a 30-year
fixed rate mortgage fell to 3.64%, down from 4.72% a
year earlier, according to [reddie Mac. Buring the same
period, mortgage applications rose by 8.1%, the

Mortgage Bankers Association said Wednesday.

Lennar said contracts to purchase homes increased 9%
during the quarter ending in August, far exceeding

consensus analyst expectations for a 3.5% rise.

hitps://tinance.yahoo.com/video/yahoo-finance-live-oct-02-141443300.html| Page 7 of 156
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48 shown in the following table:
49 Table 1
50 Cost of Equity Estimates'
MODEL RANGE MIDPOINT

Discounted Cash Flow | 8.98%-9.28% 9.13%

DCF

Two-stage DCF 8.55%-9.25% 8.90%

Capital Asset Pricing | 8.68% - 8.87% 8.78%

Model CAPM

Empirical CAPM 9.54% -9.68% 9.61%

Bond Yield Risk| 8.99%-907% 9.03%

Premium

Average DCF Models 9.09%
51
52 Based on thes DCF model results an equity return of 9.1% is appropriate in this case.
S3 The 9.1% recommendation is based on the DCF and risk premium model results, and
54 consideration of business and financial risks. All of these model results and risks
55 considerations are discussed in the foliowing pages. When the 9.1% equity return
56 recommendation is combined with the Company’s capital structure and debt cost rate
57 projected at December 31, 2020, results in a recommended return on rate base
58 investment as follows for the DEU request:
59

60
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CREDIT OPINION Questar Gas Company
30 January 2019

Update to credit analysis
Update Summary
Questar Gas Company's (A2 negative) credit profile reflects 1) low-risk operations as a local
gas distribution company (LDC), 2) supportive regulators in Utah and Wyoming, 3) stable
cash flow production through its suite of cost recovery mechanisms and 4) an expectation
for more conservative financial policies with regard to capital structure over the next 12-18

RATINGS months.
Questar Gas Company , . (3 X .
- sait Lake City, Utah, The Questar Gas credit profile is constralned by 1) very weak financial metrics versus peers,
Uniitad Siates 2) a base rate freeze and tax reform impacts that will reduce cash flow metrics through 2020
Lang Terr fating A2 and 3) a highly levered parent company {i.e., Dominion Energy inc. (DEI, Baa2 stable).
Typa Sendor Unsecured -
Do Cose
Outlaok Napative D(f\ibit 1 o
Historicat CFO Pre-W(, Total Debt and CFQO Pre-WC to Debt
Please see the ratings sectien at the end of this report ($MM)
for more infarmation. The ratings and outlook shown o CEO Pt e Fotd a2 - CFO PG et
teflect information as of the publication date. $0 f

T2

s1end

Dot Tyt

IFEY

Analyst Contacts i pet
Ryan Wobbraock +1.212.553.2104 s
VP-Sentar Analyst
ryanavobbrock@nraodys.cons ~rn
Poonam Thakur +1.212.553.4635
Assodiate Analysit W
poonam.thaki @moodys.com
[
Michael G, Haggorty ¥1.A12.553.172 fee s
Associate Managing Director Source: Moody's Financial Metrics
rmichael haggat ty@inoodys.corm
iy Hempsiead Credit st rengths

MO-Utiities

jarmes hempstead@maodys.com » Stable and predictable cash flow derived from cost recovery mechanisms on around $1

billion of rate base

CLIENTSERVICES » Cooperative relationships with regulators in Utah and Wyorming

Americas 1-212-555-1653

Asla Padific gsyassiagyy > Menagement financial policies are improving the capital structure

Japan a1-3.5408-4100  » Ring-fencing tike provisions helps offset some risk of its highly levered parent
EMEA 44-20-T772-5454

This dogument has been prepared for the use of Aaron Lowerv and is protected bv law. it may not be copied, lransferred or disseminaled unless
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Dominion Energy Utah

. . . . Docket No. 19-057-02
Detailed credit considerations DEU Esxhibit 1.05

Supporiive regulatory envivonmanis with key cast recovery features Page 3 of 10
Questar Gas' credit profile is underpinned by its low-risk gas distribution operations in very supportive regulatory environments, The
PSCU and PSCW provide Questar Gas with cost recovery provisions that allow the company to recover prudently incurred costs on a
timely basis.

Some of the key regulatory provisions include the company's revenue decoupling mechanism and weather normalization adjustment,
which help to provide revenue and cash flow certainty despite fluctuations in customer use patterns. Importantly, the decoupling
mechanism also helps Questar Gas to recover its fixed charges in a flat to declining demand environment, which mitigates volume
risk. We note that white the company is experiencing declining use on a per-customer basis, the overall service territory demand is
experiencing growth of around 2.0% per year - a credit positive.

The company's infrastructure rider accelerates the recovery of certain distribution system investments, once the projects are complete.
This will be particularly helpful as the company makes-capital expenditures associated with a multi-year high-pressure natural gas
feeder-line replacement program. We expect this replacement program to continue to keep Questar Gas' capital expenditures elevated
for several years, therefore the rider will accelerate the recovery of this investment and help to maintain a stronger financial profile than
would otherwise be possible.

While timely cost recovery has been the norm in Utah and Wyoming, we note that.a condition of the Dominion acquisition approvat
included a base rate freeze for Questar Gas, in both jurisdictions, through 2020. This is credit negative which we expect to result in
declining financial metrics over the next two years, but assume that rates and cash flow would increase thereafter.

Waalkenad cash flow will persiat over the nexi 18 morihs, but managivg financial policies should help improve meirics

At about 14%, Questar Gas' ratio of CFO pre-WC to debt through LTM 3Q18, is much lower than A2 LDC peers that have averaged
around 23% over the same period. We expect that Questar Gas' financial profile will remain relatively weak through 2020 as a result
of the Utah and Wyoming base rate freezes, a robust capital plan and cash flow headwinds due to December 2017 tax reform. For
example, we expect cash flow from operations to stagnate around $180 million.

However, management has taken steps to stabilize and improve the company's financiai profile until new rates can begin in mid-2020.
For example, Questar Gas has made no dividend payments since 4Q16 and has received approval from the UPSC to temporarily
increase the equity component of the LDC's capital structure, as a means to improve financial credit metrics. In January 2019, Questar
Gas received commission approval to exceed the 55% equity layer of capitalization that was ordered in the 2016 merger approval. This
should help stave off the pace of increasing debt during the cash flow stagnation and keep CFO pre-WC to debt - and CFO pre-WC less
dividends to debt - between 16-18%.

Despite the greater retained cash flow, the company's financial profile remains weak compared to peer LDCs that have similar cost
recovery mechanisms and operate in very supportive regutatory jurisdictions. Exhibit 3 shows a comparison of CFO pre-WC to debt and
CFO pre-WC less dividends to debt for Questar Gas and its peers.

3 30 January 2019 Questar Gas Company: Update to credit analysis

This document has been prepared for the use of Aaron Lowerv and is protected bv law. it mav not be copied, transfesred or disseminated uniess
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DEU Exhibit 1.05
adverse change clause for borrowings but do contain a maximum 67.5% debt to capitalization covenant (Questar Gas' specifiPage 5 of 10

covenant is 65%), and all four borrowers have reported that they remain comfortably in compliance with this covenant restriction.

Questar's P-1 CP rating is currently derived from Questar Gas' A2 long-term rating and recognizes that sub-timits for Dominion
subsidiaries can be changed at the option of Dominion multiple times per year.

We also note that while it is common practice for Dominion and its subsidiaries to limit CP issuances to amounts available under

the revolver backstop, the program documentation has no overt language that restricts CP issuance in this manner. We expect
Dominion to continue its practice of maintaining 100% backup, at all times, for funded commercial paper in the form of cash balances
and its $6.0 billion of committed bank credit facility. Should there be a deviation of this practice, the P-1 of Questar Gas would be
downgraded and coutd result in negative ratings implications for its long-term debt as well.

Questar Gas also has $40 million and $110 miltion in notes maturing in December 2024 and December 2027, respectively.

Exhibit 4
Dominion's credit facility profile as of 30 September 2018 [1]

Currert Sub- ) Total Use az % Sub-Limit
Company Limit CP Quistanlng Lelters of Credit of BubLienit P
Total ~ $ 6000 § 2928 § = 132  51% 0§ 2840
DEI s 3,500 $ 1743 8 71 52% § 1686
VEPCO $ 1,500 § 934 §$ 61 66% $ 505
DEGH & 0% 41 $ 000 - 19% % 609
QuestarGas $ 250 $ 110 $ - 44% $ 140

Dominion represents Dominion Energy Inc.'s parent and unregulated operations

1] This does not incorporate any of the cash receipts from the sale of Biue Racer, merchant assets, and settiement of forvard equity sate.
Source: Company reports

5 30 January 2019 Quastar Gas Company: Update to credit analysls
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Exhibit 6 Page 7 of 10

Cash Flow and Credit Metrics (1]

CF Metrlcs Bec-14 Dec-15 LT Sepi-18
As Adjusted I
FFO N 162 179 beqdy Deqdd 141
#f-Other e B AB
CFO Pre-WC 124 B T T B — 157 184 141
YRS ——— (63) et el = = =63
CFO - S — ,,_...132 S — ..._291_,.w....__....._.....,_.,_.._“ 141 e —— - _205.
B—— — T Ta7 —_ 3 — — — 7=
—€apex— —— -- — - 237 — —240 — — 25 — 352
SR I T ) R Y AT
TCFO PREW/C) / Dt e e g TR T 1B A%
{CFO PreW/C-Dividends) / Debt " 135% “I78% —— A% /% 3%
FFO/ Diebt " — SR Y: S 21.5% 17.8% - I76% O 14.3%
RCF / Debt 18.6% 15.9% 14.4% 17.6% T 14.3%
Revenue T Teer e T 921 947 " 948
Cost of Good Sold o 603 553 528 550 561
Interest Expense 30 30 31 35 39
Net Income 56 60 65 70 70
Total Assets 1,969 2198 2,507 2,698 2,695
Total Liabilitles 1372 1,571 1,853 1,977 199
Total Equity 597 621 654 721 766

(WAtHigures-and-ratios-are-cateuinted-using-Moody's-estimatesand-standard adjustments. Perieds are Financial Yeas-End unless indicated. LTM = Last Twelve fMonths.
Source: Moody's Financial Metrics

Exhibit 7
Peer Comparison Table [1)

et G2s Cerngeay S ARy Bl ety Pk Savke Co of Hosih Laretonn, bns

AL - AL J - VOt teten b G Gaa doe -
A bagsthe
bre fre i 1 tingeibon pri PRt AR e w 1ist
(In s i i ra) Dot Cind? gt 15 [RIC L ondhEF 53 ¥ e ‘e oA et gl brphipd [E33 1 ree)) Sepis
Rieonut 921 017 1918 461 Y 338 763 “§i8 1092 1417 15710 1632 ) 426 498
CFO Pre-WIC 157 184 11 118 172 200 218 298 344 20 376 761 128 152 123
Total Ocbs ge3 1034 552 537 484 1080 L0 1695 108 1,60 1,702 LE s 2 256
CFO Pro WIC / Gebs 1239% 17,64 143% 14.1% 17.5% 12.9% 24.4% 272% 30.2% 1643 2236 23.5% A4y JLON . 139%
CFO Pro-W/IC - byidsnds / Cont 1A% 17.6% 1435 14,07 15.4% 17.6% 16.7% 220 25.8% 13.3% 16.9% 12,65 des¥ 160w 90%.
Devt/ Cav'ta“teron 433% Sy.2% S8 8% 363% A5 &7 5.2% 40.5% 403 43.3% 35.6% 40.0% 308 34.9% 4333 A2.1%
(1} All figures & ratios calculated using Mocdy's estimates & standard adjustments. TYE = Financial Year-End, LTHM = Last Tweive Months, )
Source: Moody's Financiat Metrics
=
g 30 January 2019 Queziar Gas Company: Update to credit analysls
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Research Update: Questar Gas Co. Ratings Affirmed, Stand-Alone Credit Profile Revised To 'a-' On Tax Reform;
Outlook Remains Negative

tax reform. On a forward-looking basis, we expect funds from operations (FFO)
to debt at about 18%, previously we expected FFO to debt of about 20%.

Our stand-alone business risk assessment of QGC reflects the utility's
low-risk regulated natural gas distribution business, above-average size, and
its effective management of regulatory risk.

QGC serves approximately 1 million customers in Utah (about 97%), southwestern
Wyoming, and southeastern Idaho. Constructive regulation in Utah strengthens
the company's management of regulatory risk incorporating a credit supportive
rate design and the use of multiple regulatory mechanisms including a fuel
cost adjustment, a weather normalization adjustment, decoupling, and an
infrastructure cost tracking adjustment. QGC cash flows are generally stable
and largely insulated from fluctuations in gas prices, weather, and usage.
Furthermore, most of the customer base is residential and commercial,
providing an additional measure of cash flow stability. Marginally affecting
the company's business risk profile is the general lack of business or
regulatory diversity.

QGC has good access to gas supply due to its relationship with Wexpro (65% of
the utility's supply), a cost-of-service exploration and production operation
company providing natural gas to QGC at cost plus a fixed return. This
relationship minimizes QGC's price risk compared to peers.

We assess the company's financial measures using more moderate financial
benchmarks compared to the typical corporate issuer, reflecting its low-risk
regulated utility business and its effective management of regulatory risk.

Under our base-case scenario, which includes improving economic conditions in
the company's service territory, a rate case increase in 2020, tax reform,
capital spending of about $220 million, and dividends of about $40 million, we
expect financial measures consistent with the middle of the range the
company's financial risk category. Specifically, we expect FFO to debt of
about 18%. Prior to tax reform we expected FFO to debt of about 20%.

Liquidity
QGC has adequate liquidity, in our view, and can more than cover its needs for
the next 12 months even if EBITDA declines by 10%. We expect the company's
liquidity sources will exceed uses by more than 1.1x over the next 12 months,
which is the minimum threshold for an adequate liquidity assessment under our
criteria. Under our stress scenario, we do not expect the company would
require access to the capital markets during that period to meet liquidity
needs. Our assessment also reflects the company's stable cash flow generation,
generally prudent risk management, sound relationships with banks, and a
generally satisfactory standing in the credit markets.

Principal liquidity sources:
e FFO of about $175 million;
e Credit facility sub-limit of $250 million; and
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e Management and governance: Satisfactory (no impact)
e Comparable rating analysis: Neutral (no impact)

Stand-alone credit profile: a-
® Group credit profile: bbb+
e Entity status within group: Core (-1 notch from SACP)

Issue Ratings--Subordination Risk Analysis

We rate Questar Gas' unsecured debt the same as the issuer credit rating
because it is unsecured debt of a qualifying investment-grade regulated
utility.

Related Criteria

e Criteria - Corporates - General: Reflecting Subordination Risk In
Corporate Issue Ratings, Sept. 21, 2017

' o General Criteria: Methodology For Linking Long-Term And Short-Term Ratings
, April 7, 2017

e Criteria - Corporates - General: Methodology And Assumptions: Liquidity
Descriptors For Global Corporate Issuers, Dec. 16, 2014

e Criteria - Corporates - Industrials: Key Credit Factors For The Midstream
Energy. Industry, Dec. 19, 2013

e Criteria - Corporates - General: Corporate Methodology: Ratios And
Adjustments, Nov. 19, 2013

e Criteria - Corporates -~ General: Corporate Methodology, Nov. 19, 2013

e Criteria - Corporates - Utilities: Key Credit Factors For The Regulated
Utilities Industry, Nov. 19, 2013

e General Criteria: Methodology: Industry Risk, Nov. 19, 2013

e General Criteria: Country Risk Assessment Methodology And Assumptions,
Nov. 19, 2013

e General Criteria: Group Rating Methodology, Nov. 19, 2013

e General Criteria: Methodology: Management And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

e Criteria - Insurance - General: Hybrid Capital Handbook: September 2008
Edition, Sept. 15, 2008

Ratings List
Ratings Affirmed

Questar Gas Co.

Corporate Credit Rating BBB+/Negative/A-2
Senior Unsecured BBB+
Commercial Paper A-2
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A Summary of State Rate & Regulatory Activity

A Publication for AGA Members

This document is intended to provide AGA members with a summary of information relative to
state rate and regulatory proceedings and other related matters on a timely basis. Additional
information and archived versions of the Rate & Regulatory Update can be found at the
following web link: https.//www.aga.org/rate-alerts

9.59% in full year 2018. In the first three months of 2019, only four gas cases included an ROE
determination. The median authorized ROE was 9.7% up from 9.6% in 2018.

Increased costs associated with environmental compliance, infrastructure upgrades and expansion,
storm and disaster recovery, cybersecurity and employee benefits argue for the continuation of an
active rate case agenda over the next several years. Additionally, the need to address the impacts
of the 2017 Tax Cuts and Jobs Act has cased rate case agendas to be more active than previously
anticipated.

Furthermore, raising interest rates may also play a role in increased rate case activity. In 2015, the
Federal Reserve began to gradually raise the federal funds rate. Subsequent to that hike, the
Federal Reserve has increased rates by 25 basis points eight times, the most recent hike occurring
in December 2018, bringing the federal funds rate to the range of 2.25 to 2.5%. While additional
increases were anticipated in 2019, comments from the Federal Reserve indicate a willingness to
remain patient about hikes in 2019 due to the slowdown in the global economy and low inflationary
pressures.

To counter the negative cash flow impact of the Tax Cuts and Jobs Act, many utilities sought higher
common equity rations, and the average authorized equity ratio adopted by utility commissions in
the first three months of 2019 was modestly higher than levels observed in 2018 and 2017. The
average allowed equity ratio for gas utilities nationwide was 51.40% in the first three months of
2019; compared to 50.09% in 2018 and 49.88% in 2017. The aforementioned averages include
allowed equity ratios adopted by utility commissions in Arkansas, Florida, indiana and Michigan —
jurisdictions that authorize capital structures that include cost-free items or tax credit balances. For
gas utilities, there were no determinations from the aforementioned states to-date in 2019,
however, excluding these jurisdictions from prior years, the average allowed equity ratio was
51.47% in 2018 and 51.13% in 2017.
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M&A Activity
PA: Aqua America Inc./Peoples Natural Gas Co. LLC

On January 18, the Pennsylvania Public Utility Commission scheduled a prehearing conference to
set rules for its review of the proposed acquisition of Peoples Natural Gas Co. LLC and its
Pennsylvania subsidiaries by Aqua America Inc.

IN/OH: CenterPoint Energy Inc./Vectren Corp.

While CenterPoint Energy Inc.’s proposed acquisition of Vectren Corp. did not require approval
from the indiana Utility Regulatory Commission, the commission said in an order issued on January
16 that it “appreciates” the information that the companies submitted for review. The Public Utilities
Commission of Ohio signed off on the proposed acquisition on January 30. They were the only
remaining regulatory approval required before the transition could be completed.

ID/WA/OR: Hydro One Ltd./Avista Corp.

On January 3, the Idaho Public Utilities Commission, in a final order, rejected the merger
application citing a state law that bars the transaction due to the Ontario government’s control of
Hydro One and a post-acquisition Avista. The Washington Utilities and Transportation Commission
effectively denied a petition for reconsideration and rehearing by taking no action on the matter.
The Oregon Public Utility Commission suspended the merger proceeding indefinitely on January 14
due to the rejections dealt by the Idaho and Washington commissions.

On January 23, Avista and Hydro One announced that they terminated their proposed $5.3 billion
merger.

Baltimore Gas and Electric Company
Maryland

C-9484

$64.9 Million ($85 Million requested)
9.8%

Maryland Office of People’s Council (OPC)

On January 4, 2019, the Maryland Public Service Comission authorized Baltimore Gas & Electric
Company, a subsidiary of Exelon, a $64.4 million rate increase, which went into effect immediately.

Baltimore Gas & Electric filed a request with the Maryland PSC for an $85 million base rate
increase on June 8, 2018 — this increase included $21.7 million being collected through the recently
re-approved Strategic Infrastructure Development and Enhancement (STRIDE) rider, under which
BG&E will implement accelerated replacement or cast iron and bare steel mains, bare steel and
cooper services, and any pre-1970 .75 inch, high-pressure steel services from 2019-2023.
Recovering the costs of major investments in infrastructure improvements under the STRIDE
program coupled with a low growth of customers and rising costs were BGE's major drivers in filing |
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Massachusetts

Docket Number DPU 18-40

3.

4.

$2.39 Million ($4.5 million requested)

9.7%

Low-income Weatherization and Fuel Assistance Program Network (Low
Income Network), Massachusetts Department o Ener Resources DOER
- Case Summary. =

On May 17, 2018, Berkshire Gas Company filed a petition with the Massachusetts Department of |
Public Utlhtles (DPU) for an increase of $4,065,485 and a 10.5% ROE.

On December 4, 2018, Berkshire Gas and the Attorney General filed for an approval of a
settlement agreement to address issues brought up during initial testimony. The settlement proposed

the following;

1.

A proposed distribution rate increase to be rolled out in two phases; a $1.69 million
increase to go into effect on February 1, 2019 and a subsequent increase of up to
$0.70 million effective on December 1, 2019.
A distribution rate increase to go into effect on February 1, 2019, which contained
adjustments to Berkshire Gas Company’s initial filing. These adjustments included
a $0.8 million exclusion of any charges associated with BGC’s headcount, an
exclusion of $0.02 million (medical insurance expenses), an exclusion of $0.04
million (rate case expense), an exclusion of $0.10 million (recalculation of the return
portion of the shared services capital asset costs), and an exclusion of $0.05 million
(BGC'’s praposed changes in deprecation accrual rates to remove any deprecation
expenses associated with land-related property accounts)
Tax-related adjustments to take effect on February 1, 2019 which are designed to
return a regulatory liability of $1.47 million over 15 months (associated with savings
resulting from the Tax Cuts and Jobs Act of 2017) to ratepayers.
a. An amortization period of 19.9 years to return $11.37 million to ratepayers in
excess accumulated deferred income taxes resulting from the Tax Cuts and
Jobs Act.
b. An adjustment of base rates by May 1, 2020 as a reflection of the completion
of tax savings
c. An inclusion of distribution rates designed to return $11.37 million over an
amortization period of 19.9 years to ratepayers in excess accumulated
deferred income taxes resulting from the Tax Cuts and Jobs Act.
An approved and agreed upon ROE of 9.7%

Upon review, the staff recommended an approval of the settiement agreement, and the settlement terms
were approved by the DPU on January 18, 2019,
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improvements to communication between the company and municipalities, nor did it update plans
for any standing TDSIC projects that would require a change in the standing CSIA rate schedule.

Ultimately, on January, 29, 2019, the IURC approved the update 7-year plan and recommended a
more collaborative relationship between The Southern Indiana Gas & Electric Company and the
OUCC in order to help reduce costs to rate payers further. The request to recover 80% of costs in
connected with the 7-year plan in the amount of $17,277,135 through the CSIA and defer 20% of
incurred costs in the amount of $4,319,283 in the company’s next rate case was approved as were
general updates to the company’s 7-year plan resulting in rate decrease of $801,955.

e a U1 Y

ompa Kansas Gas Service Company, Inc.
ate Kansas
Docke he D-18-KGSG-560-RTS
Approvedad PASE $215 million
Approved RO
erveng Commission staff, Citizens Utility Ratepayer Board

a
v ol

The Kansas Corporation Commission approved a settiement agreement for Kansas Gas Service
Co. Inc. which resulted in new rates set to take effect February 6. The approved annual increase of
$21.5 million will result in customers seeing a $2.40 increase on their monthly bill as part of the
agreement.

A decision on whether Kansas Gas Service will be permitted to keep savings resulting from the
federal tax overhaul was not included in the commission’s decision. The company has requested to
keep the estimated $17.9 million in savings.

ompa Puget Sound Energy, Inc.

ate Washington
Docke DE D-UG-180900
Approved i) | $21.5 million
Approved RO 9_5%,
erveno The Public Counsel, The Alliance of Western Energy Consumers, The

Energy Project, federal executive agencies, Nucor Steel Seattle

A e

In an expedited rate filing for Puget Sound Energy, the Washington Utilities Commission
conditionally approved a settlement on February 21 authorizing the company to implement a gas
rate increase of $21.5 million, or 2.9%, effective March 1.

In November 2018, PSE submitted an ERF seeking to implement a $21.7 million, or 2.7%, gas rate
increase. The rate change reflected return parameters established in the company’s last base rate
case, namely a 9.5% return on equity and 7.49% overall return.

—
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omps Duke Energy Kentucky, Inc.

ate Kentucky
DOCKe DE C-2018-00261
Approveo £t | $7.4 million
Abproved RO

ervenc Kentucky Attorney General

ADE ]

The Kentucky Public Service Commission largely adopted a March 27 settlement permitting Duke
Energy Kentucky Inc, to implement a $7.4 million, or 7.7% gas distribution base rate increase.
Minor modifications to the settiement, adopted by the commission, pertained to rate design.

The primary impetus for the rate case filing was to recover recent infrastructure investments,
including the Big Bone gas pipeline and digital metering equipment.

The company's proposed weather normalization adjustment rider is to be put into place for
residential and general service customers but not for commercial customers, as proposed.

The authorized rate increase is premised upon a 9.7% return on equity and a $313.4 million rate
base. The settiement and the PSC order do not explicitly identify the stipulated capital structure but
did provide for adoption of a 7.07% overall return and a capital structure that includes a 50.76%
common equity component.
This document has been prepared by the American Gas Association for members. In issuing and making this
publication available, AGA is not undertaking to render professional or other services for or on behalf of any person or
entity. Nor is AGA undertaking to perform any duty owed by any person or entity to someone eise. The statements in
this publication are for general information only and it does not provide a legal opinion or legal advice for any
purpose. Information on the topics covered by this publication may be available from other sources, which the user
may wish to consult for additional views or information not covered by this publication. © Copyright 2019 American
Gas Association. Alf Rights Reserved. www.aga.org
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This document is intended to provide AGA members with a summary of information relative to
state rate and regulatory proceedings and other related matters on a timely basis. Additional
information and archived versions of the Rate & Regulatory Update can be found at the
following web link:
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e Case Data for this Period

9% (4 available results)
Laclede/Missouri Gas Energy Infrastructure System Replacement
Surcharge (ISRS), Atmos Gas System Reliability Surcharge (GSRS), WGL
PROJECTpipes surcharge, Columbia Gas of Virginia Steps to Advance
Virginia’s Energy Plan (SAVE) surcharge

Return on Equity
As noted in the 2016 year-end update, average return on equity (ROE) saw a slight decline in
2016, finishing at an average of 9.68% for the year (based on information from publicly available

cases).

© Gas Distribution ROE 2012201
2012 | 9.93% (34 cases)
2013 9.68% (21 cases)
2014 9.78% (26 cases)
2015 9.63% (17 cases)
2016 9.58% (24 cases)

Based on publicly reported cases

Notably, during the 1% quarter of 2017, the Federal Reserve raised interest rates twice, marking a
continued trend that has resulted in an increase in the cost of capital in some jurisdictions. As a
result, AGA predicted that ROE would be more likely to remain stable to address uncertainty and
increased risk. However, as outlined above, average awarded ROE saw a slight decline. Still, the
pace at which the Federal Reserve intends to raise rates remains uncertain. Future ROE figures
will continue to be influenced by this activity, as well as other jurisdictional factors. In particular,
there has been significant Commission turnover in the past several months, which is likely to
impact ROE awards in the future. AGA staff will continue to monitor this activity and report on any
trends that may emerge.
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" January 1 through Marc

Commission Changes & Updates

Colorado: On January 4, Governor John Hickenlooper appointed Jeff Ackermann and Wendy
Moser to the Colorado Public Utilities Commission and designated Ackermann as the chair.

lllinois: On January 20, Governor Bruce Rauner appointed Sadzi Martha Oliva to the Illinois
Commerce Commission.

North Dakota: On February 28, Governor Doug Burgum appointed Brian Kroshus to the North
Dakota Public Service Commission to fill the vacancy left by the resignation of Brian Kalk in
January.

Ohio: On February 16, Governor John Kasich appointed Lawrence Friedeman and Daniel Conway
to the Public Utilities Commission of Ohio.

Oregon: On February 13, Governor Kate Brown appointed Megan Walseth Decker to the Oregon
Public Service Commission to fill the seat vacated by Commissioner John Savage.

Washington: On February 27, Governor Jay Inslee appointed Jay Balasbas to the Washington
Utilities and Transportation Commission to replace Commissioner Phil Jones.

Wisconsin: On February 23, Governor Scott Walker appointed L.on Roberts to the Public Service
Commission of Wisconsin to replace Commissioner Phil Montgomery.

Wyoming: On February 28, the Wyoming Senate confirmed Governor Matt Mead's appoin'tment of
Robin Sessions Cooley to the Wyoming Public Service Commission.

Other Noteworthy Requlatory Action

On February 21, the Georgia Public Service Commission approved an alternative rate plan for
Atlanta Gas Light Company. Known as the Georgia Rate Adjustment Mechanism, the initial
application permits the company to implement a $20.4 million rate increase that took effect on
March 1.

On March 16, Peoples Natural Gas Company and Delta Natural Gas Company filed with the
Kentucky Public Service Commission for approval of Peoples’ proposed $217 million acquisition of
Delta.

The following companies filed rate cases during the first quarter of 2017: South Jersey Gas
Company, UGI Penn Natural Gas Inc., Puget Sound Energy, Delta Natural Gas Company,
Northern Hlinois Gas (Nicor), CenterPoint Energy Resources, Oklahoma Natural Gas.
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~ January 1 through March

“On January 18, 2017, the Missouri Public Service Commission authorized Missouri Gas Energy
(MGE), a subsidiary of Spire Inc., a $3.2 million rate increase in the context of the company’s semi-
annual update to its infrastructure system replacement surcharge (ISRS).

On September 30, 2016, MGE filed a request to adjust its ISRS rate schedule to recover costs
incurred in connection with eligible infrastructure replacement replacements made during the period
March 1, 2016 through August 31, 2016, with pro forma ISRS costs updated through October 31,
2016. A 9.75% pre-tax weighted average cost of capital is to be used to calculate ISRS-related
rate adjustments as per the terms of the PSC-approved settlement in MGE's most recent base rate
proceeding (GR-2014-0007).

During the proceedings, Public Counsel objected to certain portions of plastic mains and service
lines were replaced, claiming that those were not worn out or deteriorated under the requirements
of the ISRS statute. Counsel also objected to certain hydrostatic testing costs as not eligible to be
included in the company's ISRS change request.

The company’s aggregate ISRS-related revenue requirement now stands at approximately $13.4
million.

January 24, 2017
Consolidated Edison Company of New York

New York

C-16-G-0061

$5.3 million net reduction ($159 million increase requested)

9%

New York City, Public Utility Law Project of New York (PULP}), Community
Housing Improvement Program (CHIP), Consumer Power Advocates (CPA),
New York Energy Consumers Council (NYECC), County of Westchester,
Metropolitan Transportation Authority (MTA), New York Power Authority
(NYPA), SolarCity Corporation, Time Warner Cable, Utility Workers Union
i vironmental Defense Fund, Pace En and Climate
__ Case Summary ' ' -
On January 24, 2017, the New York Public Service Commission approved a three- year Jomt
Proposal for Consolidated Edison Company of New York’s (CECONY) electric and gas operations.
The approved Joint Proposal incorporates a $5.3 million net gas rate reduction, and the rate
changes reflect a 9% return on equity (48% of capital) and overall returns of 6.82% on $4.847
billion.

Con Ed had initially sought a $159 million gas rate increase, which it stated would be used to
upgrade the gas system and improve its performance through a greater use of remote operated
valves, enhanced interconnects, and the expanded use of Area Growth Plans. Additionally, the
company noted that the increase would be used to better manage risk via more frequent and
efficient leak detection surveys and the development of a new section for Gas Compliance and
Qualitv. Con Ed also brobosed the continuation of new berformance measures and incentives as
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ry
Atmos Energy Corporation
Kansas
D-17-ATMG-141-TAR
$0.8 million ($0.86 million requested)
n/a
Citizens' Utility Ratepayer Board (CURB)

On February 9, the Kansas Corporation Commission authorized Atmos Energy Corporation a $0.8
million rate increase in the context of the company’s gas system reliability surcharge (GSRS). This
is the first annual update to the company's GSRS since its most recent base rate case. The filing
reflects incremental investments made from April 1, 2015 through September 30, 2016. As
specified in KCC-approved settlement (16-ATMG-079-RTS), an 11.04% pre-tax rate of returnis to
be used to calculate the revenue requirement in the company’s GSRS proceeding.

Atmos initially requested a $0.86 million increase. However, Staff fited a corrected
recommendation which stated that Atmos could only recover $0.8 miilion of revenue annually, due
to limits placed on the increase of monthly charges as written in Kansas statute which states “A
GSRS shall be charged to customers as a monthly fixed charge and not based on volumetric
consumption. Such monthly charge shall not increase more than $0.40 per residential customer
over the base rates in effect for the initial filing of a GSRS. Thereafter, each filing shall not increase
the monthly charge more than $0.40 per residential customer over the most recent filing of a
GSRS.”

Washington Gas Light Company

District of Columbia

FC-1137

$8.5 million ($17.2 million requested)

9.25%

District of Columbia Office of People's Counsel (OPC
ase Su

On March 1, 2017, the District of Columbia Public Service Commission authorized WGL Holdings

Inc. an $8.5 million base rate increase, premised on a 9.25% return on equity (55.7% of capital)
and a 7.56% return on a rate base valued at $255.7 million.

In its initial filing. WGL requested a $17.4 million increase based on a 10.25% return on equity.
However, following the DC PSC's approval of the Architecture of the Capitol Special Contract, the
Company agreed to remove that project's projected revenues (approximately $2.6 million) from the
revenue requirement.

The approved rate increase reflects the inclusion in rate base of the company’s Vintage Mechanical
Couplings Replacement (VMCR) program and PROJECTpipes investment. PROJECTpipes, as

7
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parties on rules for natural gas service and natural gas meter placement, and on implementing
service quality measures for |[daho customers.

Of note, the settlement was signed and supported by all parties except for Sierra Club and Idaho
Conservation League.

Pecempe ! J
OMp3 Northern Indiana Public Service Company
ate Indiana
Docke he Ca-44403-TDSIC-7
Approved EEEE L $14.6 million ($14.6 million requested)
Abproved RGO n/a
erveno n/a -

a
v .

On December 29, the Indiana Utility Regulatory Commission (IURC) authorized Northern Indiana
Public Service Company (NIPSCO), a subsidiary of parent NiSource, Inc., a $14.6 million rate
increase.

The proceeding was the 7™ to establish the rates to be charged to customers under NIPSCO's
transmission, distribution and storage system improvement charge (TDSIC) rate adjustment
mechanism and reftects investments made between January 2017 and June 30, 2017. As required
by state law, the increase was calculated using a 9.9% return on equity established and authorized
by the Commission in NIPSCO’s most recent gas base rate proceeding (Cause No. 43894). New
rates are to be effective January 2018 through June 2018.

This document has been prepared by the American Gas Association for members. In issuing and making this
publication available, AGA is not undertaking to render professional or other services for or on behalf of any person or
entity. Nor is AGA undertaking to perform any duty owed by any person or entity to someone efse. The statements in
this publication are for general information only and it does not provide a legal opinion or legal advice for any
purpose. Information on the topics covered by this publication may be available from other sources, which the user
may wish to consult for additional views or information not covered by this publication. © Copyright 2018 American
Gas Association. All Rights Reserved. www.aga.org
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Per the adopted settlement, SGC is also directed to implement a distribution integrity management
program (DIMP) and an associated mechanism that will remain in place until the company’s next
rate case. The mechanism will be reconciled annually.

Finally, the PURA order and amended settlement contained certain provisions for the deferral of
differences in state and federal income taxes and municipal property taxes as a result of changes
in tax rates or applicable laws.

Columbia Gas of Virginia
Virginia
C-PUR-2017-00095 (SAVE)

$3.2 million revenue requirement ($3.2 million requested)

Q! mm
On December 13, the Virginia State Corporation Commission authorized Columbia Gas of Virginia,
a subsidiary of parent NiSource Inc., a $3.2 million revenue requirement increase under the
company'’s Steps to Advance Virginia's Energy (SAVE) plan.

By way of background, Virginia passed the SAVE Act in 2010—Ilegislation that authorizes an LDC
that invests in eligible infrastructure replacement projects to recover, through a rider, a return on
investment, a revenue conversion factor, depreciation, property taxes and carrying costs on any
overfunder recovery of these costs. The riders reflect ROEs authorized by the Commission in the
companies’ most recent base rate case.

As per state law, the ROE and capital structure approved in the Company’s prior base rate case
was 9.75% with a 42.01% equity ratio.

Virginia Natural Gas
Virginia
C-PUE-2016-00143
$34.1 million ($44.1 million requested)

n/a (10.25% requested)

Virginia Industrial Gas Users’ Association, Office of the Attorney General’s
Divisi fC C |, D Il Limited Part hi

On December 21, the Virginia State Corporation Commission (SCC) approved a settlement
agreement thereby authorizing Virginia Natural Gas Inc (VNG), a subsidiary of Southern Company,
a $34.1 million permanent gas distribution base rate increase. The stipulated increase includes
$13.4 million that is currently being collected through the Company’s SAVE rider.

10
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As you might recall, Virginia passed the SAVE Act in 2010—legislation that authorizes an LDC that
invests in eligible infrastructure replacement projects to recover, through a rider, a return on
investment, a revenue conversion factor, depreciation, property taxes and carrying costs on any
over/under recovery of these costs. The riders reflect ROEs authorized by the Commission in the
companies’ most recent base rate case.

The prior case was the final step of a five-year plan for WGL that was updated several times and
was set to expire on 12/31/17. In base rate Case No. PUE-2016-00001, completed in September
2017, the SCC permitted the company to roll SAVE-related rate base and revenue through
November 30, 217 into base rates. Investment through 12/31/17 was reflected in the prior SAVE
rider adjustment.

In the current proceeding, WGL proposed an updated SAVE plan covering years 2018-2022.

Puget Sound Energy
Washington
D-UG-170034
$16.6 million ($22.8 million requested)

9.5% (9.8% requested)

Industrial Customers of Northwest Utilities, NW Energy Coalition,
Renewable Northwest, Natural Resource Defense Council, the Energy
Project, Sierra Club, Kroger Co. state of Montana, Northwest Industrial Gas

U

;ase Summar
On December 5, the Washington Utilities and Transportation Commission adopted a settiement
providing for a $16.6 million gas rate increase for Puget Sound Energy, Inc. (PSE). The increase is
premised on a 9.5% return on equity.

Proceedings were initiated in January 2017 when PSE filed for 2.8% gas base rate increase
premised on a 9.8% return on equity. PSE subsequently filed updated testimony supporting a
$22.8 million gas base rate increase.

On September 15, the following parties filed a settlement agreement with the UTC: PSE, UTC
Staff, Industrial Customers of Northwest Utilities, NW Energy Coalition, Renewable Northwest,
Natural Resource Defense Council, The Energy Project, Sierra Club, several federal agencies, The
Kroger Co., the state of Montana, Northwest Industrial Gas Users. The settlement resolved all
issues in the case, except for decoupling and the company’s proposed electric cost recovery
mechanism for the recovery of expenditures related to reliability.

With respect to decoupling, the UTC authorized the continued use of the company’s electric and
gas decoupling mechanisms. In its final order, the UTC agreed with Staff that it would be prudent to
review the operation of the mechanisms again after they have operated for four more years given
several modifications being undertaken by the Company. The UTC will again review PSE's specific
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Letter in order to establish the Company’s cost of capital parameters for 2018. The order
incorporates the 10.25% ROE as authorized by the CPUC in July 2017 for the year 2018.

$2 million decrease (gas)

On October 26, the CPUC ordered San Diego Gas & Electric Company, a subsidiary of parent
company Sempra, to reduce gas rates by $2 million. The order approves a company compliance
filing through an Advise Letter to establish the SDG&E's cost of capital parameters for 2018. Rate
base was not an issue in the proceeding and the filing incorporates a 10.2% ROE as authorized by
the CPUC in July for the year 2018.

Kentucky Attorney General via Office of Rate Intervention

On October 27, the Kentucky Public Service Commission issued an order relative to Atmos Energy
Corporation's pipe replacement program rider, authorizing the Company a $10.6 million gas rate
increase. Atmos filed in July 2017 to establish Pipe Replacement Program (PRP) rates for the
period beginning October 1, 3027.

Of note, in its order, the Commission found that when the Company’s PRP Rider was approved in
2010, the 15-year program included the replacement of 250 miles of bare steel pipelines and
services to be replaced at a cost estimated to be $124 million. Subsequently, Atmos determined
that there were an additional 100 miles of bare steel pipe to be replace—and added two additional
replacement projects equaling $21.7 million and $5.7 million. As such, the Company now
estimates the cost of the program to be $438 million for 350 miles of pipes and services, more than
doubling the total estimated cost per mile for replacement. As a result, the Commission
determined that a more detailed review of the program is warranted and will conduct said review in
the Company’s currently pending rate case.

Southern California . o.

| California
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had a rate case within the last three years in which a new ROE was set. The report affirmed
previously approved ROEs of 8.55% for electric utility DSICs and 9.8% for gas utility DSICs.

The following companies initiated rate-related proceedings during the 4" quarter: San Diego Gas &
Electric Co. (California), Southern California Gas Co. (California), Columbia Gas of Kentucky
(Kentucky), Minnesota Energy Resources (Minnesota), Boston Gas Co. (Massachusetts), DTE Gas
Co. (Michigan), Black Hills Northwest Wyoming (Wyoming), Atlanta Gas Light (Georgia), Baitimore
Gas and Electric (Maryland), Black Hills Energy (Arkansas), NW Natural (Oregon).

M&A Activity
AltaGas Ltd. /WGL Holdings, Inc.

DC: On October 27, WGL Holdings Inc. filed testimony with the District of Columbia Public Service
Commission relative to its proposed merger with AltaGas Ltd. In it, WGL offered a series of more
specific commitments after several intervernors voiced concerns regarding the acquisition.

MD: On December 4, the Maryland Public Service Commission considered and approved a
stipulation filed by WGL Holdings and AltaGas Ltd.that extends the procedural schedule for
consideration of the proposed merger. A final decision is now expected on or before April 4, 2018

VA: On October 20, the Virginia State Corporation Commission approved the proposed acquisition
by AltaGas Ltd. Of WGL Holdings, Inc. subject to the conditions agreed to by the companies.

South Jersey Industries/Elizabethtown Gas
NJ: On December 21, South Jersey Industries filed for approval of its proposal to acquire

Elizabethtown Gas with the New Jersey Board of Public Utilities. New Jersey law does not specify
a deadline for a decision on proposed mergers.

RAle asSe e D
L)ctobe 3 U

DIMPa CenterPoint Energy Resources

3 Oklahoma
Docke of: PUD20170078
Approved £ $2.2 million ($2.2 million requested)
Approved RO n/a

eno n/a

The Oklahoma Corporation Commission authorized CenterPoint Energy Resources, a subsidiary of
CenterPoint Energy, a $2.2 million gas rate increase in the company’s most recent performance
based ratemaking (PBR) proceeding for the period ending on December 31, 2016.
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e Columbia Gas of Kentucky Accelerated Main Replacement Rider (AMRP)—
Kentucky

¢ NISPCO Transmission Distribution Storage System Improvement Charge
(TDSIC)—Indiana

We expect this trend to continue, as pipeline safety and pipeline replacement continues to be of
focus and concern to public utility commissions around the country. Accelerated pipeline
replacement programs and their facilitating regulatory mechanisms have gained so much traction
and are so prevalent across the country that they may no longer need to be deemed innovative.

Tax Cuts and Jobs Act of 2017

On December 22, 2017, President Donald Trump signed the federal Tax Cuts and Jobs Act (TCJA)
of 2017 into law. The TCJA has at least two significant changes to business income tax that will
impact investor-owned utilities and consumers. First, the law calls for a reduction in the corporate
Federal Income Tax (FIT) rate from 35% to 21%. Additionally, it will result in an excess deferred
tax balance.

Both the National Association of Regulatory Utility Commissioners (NARUC) and the National
Association of State Utility Consumer Advocates (NASUCA) passed resolutions addressing this
issue at their respective annual meetings held in Baltimore in November.

NARUC resolution
NASUCA resolution

Additionally, NASUCA sent a letter to Congress stating:

“The authority to set retail utility rates for a regulated utility, and with it, the authority to determine
how reductions in the corporate income tax rate, refunds of accumulated deferred income tax
balances and any other changes in the tax code are addressed in consumer rates rests squarely
and unequivocally with the State Public Utility Commissions. NASUCA member represent utility
customers in rate proceedings before the State Public Utility Commissions, and therefore have an
interest in ensuring that no law, rule or action by Congress in any way restricts a NASUCA
membetr’s ability to make the full range of appropriate arguments in a proceeding to determine how
to appropriately implement a reduction in the corporate income tax rate or any other change in tax
reform legislation.”

Since the law passed, many states have already moved to address these issues. AGA’s State
Affairs team is actively tracking how state commissions, consumer advocates and, in some
instances, governors are handling the implications of the new tax law. A preliminary compendium
on the topic can be found here. We hope to gather and aggregate as much information as we can
as it relates to this issue.
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YEAR
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

1981 - 2011 per RRA data base, 2012 - 2019 per American Gas Association Rate and Regulatory Updates

AUTHORIZED ROE OBSERVATIONS

15.11%
15.62%
15.25%
15.31%
14.75%
13.46%
12.74%
12.85%
12.88%
12.67%
12.46%
12.01%
11.35%
11.35%
11.43%
11.19%
11.29%
11.51%
10.66%
11.39%
10.95%
11.03%
10.99%
10.59%
10.46%
10.43%
10.24%
10.37%
10.19%
10.08%

9.92%

9.93%

9.68%

9.78%

9.63%

9.58%

9.72%

5.59%

9.55%

2019 reflects 1st Quarter

60
83
65
39
34
25
29
31
31
31
35
29
45
28
16
20
13
10
9
12
7
21
25
20
26
16
37
30
29
36

34.00
21.00
26.00
17.00
24.00
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(6) Bond Rating/Financial Integrity F’; MA /%\

The Division disputes Questar’s assertion that Questar’s bond rating is in

jeopardy of downgrade. In support of this assertion, the Division points to the November 8,
2013, decision by Moody’s to possibly upgrade many of the regulated utilities in the U.S.
including Questar Gas Corporation and Questar, due to a more favorable view of credit
supportiveness of the U.S. regulatory environment.* The report cited by the Division states
“[o]ur placement of these issuers on review considers improving regulatory trends in the US,
including better cost recovery provisions, reduced regulatory lag, and generally fair and open
relationships between utilities and regulators.”
Office

The Office recommends a return on equity of 9.25% percent for Questar. The
Office’s recommendation is based in part on returns ranging from 9.01 percent to 9.91 percent,
derived from financial models and data similar to those used by Questar and the Division,
including single and two-stage DCF models; the empirical CAPM; and a risk premium model.*

(1) Proxy Group
The Office applied the financial models discussed above to the same group of

proxy companies utilized by Questar.

32 See Wheelwright Surrebuttal at p.5.

33 See Wheelwright Surrebuttal at p.5, citing Moody’s Investor Service, Rating Action: Moody’s places rating of
most US regulated utilities on review for upgrade, November 8, 2013,

54 The Office recommends a 9.3 percent return on equity with a 5 basis point reduction if the Commission approves
Questar’s proposed expansion of the infrastructure tracker pilot program as we have done with our approval of the
Revenue Stipulation above. See L.awton Direct at pp. 40-41; Lawton Surrebuttal at p.2.

53 See Lawton Surrebuttal at p.2. -

3 See Lawton Direct at p.17.
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although a size premium may be relpvant for non-regulated companies, financial literature
suggests that size becomes less relevant for regulated companies.

“) Authorized Returns on Equity

As with the Division, the Office testifies that regulatory authorities around the
country have recognized the declining cost of equity and debt and capital in setting rates.
Specifically, the Office indicates regulatory authority cost-of-equity decisions for calendar year
2012 averaged about 10 percent for electric utilities and 9.94 percent for gas utilities.® Also like
the Division, the Office criticizes Questar’s use of the recent return on equity decision for
Alabama Gas Corporation in its updated analysis of authorized returns on equity for comparable
companies. The Office points out that the Alabama decision provides an incorrect comparison to
‘other general rate case decisions because Alabama does not follow a formal rate case process.®

5) Bond Rating/Financial Integrity

The Office argues there is no evidence to support Questar’s claim of financial
harm or lowering of Questar’s bond rating in this case and points to the regulatory framework in
Utah that affords Questar risk-reducing regulatory mechanisms such as revenue decoupling,

infrastructure adjustments, and use of a forecasted test year.*

¢! See Lawton Direct at pp. 38-39, citing Wong, Annie. “Utility Stocks and Size Effect: An Empirical Analysis.”
Journal of the Midwest Finance Association (1993) at 98.

62 See Lawton Direct at p.13.

63 See Lawton Surrebuttal at p.7.

¢ See Lawton Direct at p.13,
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We begin with Questat’s request for continued authorization of the 10.35 percent

return on equity we approved as part of a settlement stipulation in Questar’s last general rate case
in Docket No. 09-057-16 (“2009 Rate Case™).5 At hearing, the Division cross-examined
Questar’s cost-of-capital witness regarding the calculation of his recommended 10.35 percent
return on equity. In response, he testified:

The 10.35 is what we are currently allowed to earn in Utah.,

And my belief is that we should be able to continue to be

allowed to earn that 10.35. There's not a mathematical--it's

not any sort of average of these numbers. There's certainly

a range, it's within the range of these numbers. And so, you

know, as we put this case together, you know, what we're

asking for is we're not asking for something much greater

than we're allowed today. We're asking to be allowed to
continue to earn the 10.35.9

Questar’s cost of capital witness was also cross-examined by FEA regarding his
return on equity testimony in the 2009 Rate Case. In that testimony Questar’s witness provided
an overview of the then-current U.S. economy, still suffering from the most significant recession
since the Great Depression, and its effect on the various data inputs and financial models utilized
by Questar to arrive at a recommended return on equity for the 2009 Rate Case. 5

With reference to the testimony of Questar’s cost of capital witness above, we
note our approval of Questar’s 10.35 percent return on equity in the 2009 Rate Case was based
on our approval of the settiement stipulation as just and reasonable in result. Parties to that case
did not agree on each component of the settlement and indeed, the Office explicitly rejected the
stipulated 10.35 percent return on equity component. There is no finding regarding the return on

equity component of that settlement stipulation per se, but rather our determination the

8 See In the Matter of the Application of Questar Gas Company fo Increase Distribution Non-Gas Rates and
Charges and Make Tariff Modifications, Docket No. 09-057-16 (Report and Order; June 3, 2010).

7 Ty, 257: 11-19.

% See 2009 Rate Case, Curtis Dircct at p.3.
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Questar’s recommended 10.35 percent return on equity is based on the assertion
that Questar has slightly higher risk as compared to the average risk of its proxy companies and
therefore a higher allowed return on equity is appropriate. Both the Division and the Office
counter this assertion and argue that as a result of the various Commission-approved revenue-
stabilization and rate-recovery mechanisms, Questar actually has similar to lower risk than other
natural gas distribution companies.

According to the Office, regulatory mechanisms such as revenue decoupling,
infrastructure adjustments, and use of a forecasted test year reduce Questar’s risks through
enhancing cash flow and improving the timing of cost recovery. The Office further testifies that
the benefits of these regulatory mechanisms are viewed as important attributes by credit rating
agencies in evaluating risk and creditworthiness.” For example, the Office and Division note that
both Moody’s and Standard & Poor’s view the regulatory mechanisms in Utah as credit
supportive to Questar.”

As further evidence of Questar’s lower risk profile, the Division points to the last
column of its DPU Exhibit 1.6 SR, which calculates the standard deviation of the returns on
equity over the 2004-2012 time period. As explained by the Division, standard deviation is a
common statistical measure of variability; the higher the standard deviation, the more risk there
is to the expected return, and vice versa. The Division notes that Questar has a standard deviation
that is one-third of the average, thus supporting the view that Questar has less risk than the

typical company for the proxy group.?

" See Lawton Direct at 15,
72 See Lawton Direct at p.16; Wheelwright Direct at p.34.
3 See Wheelwright Surrebuttal at p.11; DPU Exhibit 1.6 SR.
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evidence of record shows a 9.25 or 9.45 return on equity is too low to support properly Questar’s
operations. In surrebuttal testimony, the Division’s witness provides 2013 authorized returns on
equity for natural gas distribution companies through December 27, 2013, resulting in a range
from 9.08 percent to 10.25 percent, with a mean of 9.66 percent.” When looking at authorized
returns on equity for the last quarter of 2013, there appears to be an upward trend in authorized
returns on equity with an average authorized return on equity of 9.81 percent.”

These data support a return on equity that is meaningfully higher than the
proposals of the Office and the Division. Moreover, this conclusion is consistent with the range -
of model results presented by the various expert witnesses.

Questar presents testimony that Questar delivers safe, reliable, natural gas service
to its customers at rates that are among the lowest in the country. Furthermore, Questar testifies
that based on the results of customer satisfaction surveys, Questar’s customers are very satisfied
with the service they receive. We are pleased with these results and believe Questar’s ability to
obtain capital at reasonable cost is a key component to continuing this success.

Based on our consideration of the testimony and evidence in this case, we
conclude that an allowed return on equity for Questar of 9.85 percent is just and reasonable. This
return on equity is well within the range of returns of 9.25 percent to 10.35 percent
recommended by the experts on the record and will allow Questar to raise capital in the market
on reasonable terms, Our conclusions regarding the cost of debt, return on equity, and capital
structure result in an overall return on capital of 7.64 percent. This is the allowed return on which
Questar’s revenue requirement in this case is set and its financial performance shall be reported

and evaluated.

5 See DPU Exhibit 1.1 SR.
" See DPU Exhibit 1.2 SR.
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TABLE 2: MONTHLY FIXED CHARGES
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Approved
Current March 1, 2014 $ %
Description Charges Charges Change Change
Basic Service Fees:
GS, FS, FT-1, MT
Category | $5.00 $6.75 $1.75 35%
Category 2 $21.00 - $18.25 (82.75) -13%
Category 3 $55.00 $63.50 $8.50 15%
Category 4 $244.00 $420.25 $176.25 72%
IS, TS
Category 1 $5.00 $6.75 $1.75 35%
Category 2 $29.00 $18.25 ($10.75) -37%
Category 3 $67.00 $63.50 ($3.50) -5%
Category 4 $274.00 $420.25 $146.25 53%
Administrative Charges:
Primary $375.00 $375.00 $0.00 0%
Secendary $187.50 $187.50 $0.00 0%

Table 3 presents approved Base DNG Rates and also provides a comparison of

current base DNG rates to approved base DNG rates in Steps 1 and 2. The bill impact for a

typical GS customer using 80 decatherms per year is attached as Appendix C to this document.

Bill impacts to other GS customers and rate schedules will depend on the unique demand and

usage characteristics of each customer.
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DANIEL J. LAWTON
B.A. ECONOMICS, MERRIMACK COLLEGE
M.A. ECONOMICS, TUFTS UNIVERSITY
J.D. LAW, TEXAS SOUTHERN UNIVERSITY

Prior to beginning his own consulting practice Diversified Utility Consultants,
Inc., in 1986 where he practiced as a firm principal through December 31, 2005, Mr.
Lawton had been in the utility consulting business with R.W. Beck and Associates a
national engineering and consulting firm. In addition, Mr. Lawton has been employed as
a senior analyst and statistical analyst with the Department of Public Service with the
Public Utilities Commission of Minnesota. Prior to Mr. Lawton’s involvement in utility
regulation and consulting he taught economics, econometrics and statistics at Doane
College.

Mr. Lawton has conducted numerous revenue requirements, fuel reconciliation
reviews, financial, and cost of capital studies on electric, gas and telephone utilities for
various interveners before local, state and federal regulatory bodies. In addition, Mr.
Lawton has provided studies, analyses, and expert testimony on statistics, econometrics,
accounting, forecasting, and cost of service issues. Other projects in which Mr. Lawton
has been involved include rate design and analyses, prudence analyses, fuel cost reviews
and regulatory policy issues for electric, gas and telephone utilities. Mr. Lawton has
developed software systems, databases and management systems for cost of service
analyses.

Mr. Lawton has developed and numerous forecasts of energy and demand used
for utility generation expansion studies as well as municipal financing. Mr. Lawton has
represented numerous municipalities as a negotiator in utility related matters. Such
negotiations ranges from the settlement of electric rate cases to the negotiation of
provisions in purchase power contracts.

In addition to rate consulting work Mr. Lawton through the Lawton Law Firm
represents numerous municipalities in Texas before regulatory authorities in electric and
gas proceedings. Mr. Lawton also represents municipalities in various contract and
franchise matters involving gas and electric utility matters.

A list of cases in which Mr. Lawton has provided testimony is attached.
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UTILITY RATE PROCEEDINGS IN WHICH
TESTIMONY HAS BEEN PRESENTED BY DANIEL J. LAWTON

Beluga Pipe Line C'ompany
Municipal Light & Power
Enstar Natural Gas Co.
Enstar Natural Gas Co.

Municipal Light & Power

P-04-81
U-13-184
U-14-111
U-16-066
U-16-094

Cost of Capital
Cost of Capital
Cost of Capital & Revenue Requirements
Cost of Capital & Revenue Requirements

Cost of Capital

UBLIC UTILITIES COMMISSION OF CALIFORNIA

Southern California Edison 12-0415 Cost of Capital
San Diego Gas and Electric 12-0416 Cost of Capital
Southern California Gas 12-0417 Cost of Capital
Pacific Gas and Electric 12-0418 Cost of Capital

PUBLIC UTILITIES COMMISSION OF COLORADO

Public Service Company of
Colorado

19AL-0268E

Cost of Capital

UBLIC:SERVICE COMMISSION

Georgia Power Co.

25060-U

Cost of Capital
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Alabama Power Company ER83-369-000 | Cost of Capital

Arizona Public Service ER84-450-000 | Cost of Capital

Company

Florida Power & Light EL83-24-000 Cost Allocation, Rate Design

Florida Power & Light ER84-379-000 | Cost of Capital, Rate Design, Cost of
Service

Southern California Edison ER82-427-000 Forecasting

Louisiana Power & Light U-15684 Cost of Capital, Depreciation
Louisiana Power & Light U-16518 Interim Rate Relief
Louisiana Power & Light [ U-16945 Nuclear Prudence, Cost of Service

Baltimore Gas and Electric 9173 Financial
Company '
Baltimore Gas and Electric 9326 Financial
Company

'MINNESOTA
TILITIES COM

ON
Continental Telephone P407/GR-81-700 Cost of Capital
Interstate Power Co. E001/GR-81-345 Financial
Montana Dakota Utilities G009/GR-81-448 Financial, Cost of Capital

New ULM Telephone Company | P419/GR81767 Financial

Norman County Telephone P420/GR-81-230 Rate Design, Cost of Capital

Northern States Power G002/GR80556 Statistical Forecasting, Cost of Capital
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Northwestern Bell

[ P421/GR80911

| Rate Design, Forecasting

Missouri Gas Energy

GR-2009-0355 Financial

Ameren UE

ER-2010-0036 Financial

Progress Energy 070052-El Cost Recovery
Florida Power and Light 080677-EI Financial
Florida Power and Light 090130-El Depreciation
Progress Energy 090079-El Depreciation
Florida Power and Light 120015-El Financial Metrics
Florida Power and Light 140001-El Economic and Regulatory
Policy Issues
Florida Power and Light 150001-El Economic and Regulatory
Policy Issues Financial Gas
Hedging
Florida Power and Light 160001-El Economic and Regulatory
Policy Issues Financial Gas
Hedging
Florida Power and Light 160021-El Equity Bonus Rewards &
Financial Metrics
Florida Power and Light 20170057-El Economic and Regulatory

Policy Issues Financial Gas
Hedging
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UTILITIES COMMISSIO

North Carolina Natural Gas

G-21, Sub 235

Forecasting, Cost of Capital, Cost of
Service

_OKLAHOMA
C SERVICE COMMISSION

Arkansas Oklahoma Gas 200300088 Cost of Capital

Corporation

SIS S sl (), 200600285 | Cost of Capital

Oklahoma

Public Service Company of 200800144 Cost of Capital

Okiahoma

Public Service Company of 201200054 Financial and Earnings Related

Oklahoma

Oklahoma Natural Gas 201500213 Return on Equity, Financial, capital
Structure

Kokomo Gas & Fuel Company

38096

Cost of Capital

Nevada Bell

99-9017

Cost of Capital
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Nevada Power Company 99-4005 Cost of Capital

Sierra Pacific Power Company 99-4002 Cost of Capital

Nevada Power Company 08-12002 G0l CE k]

Southwest Gas Corporation 09-04003 Lol
10-06001 &

Sierra Pacific Power Company 10-06002 Cost of Capital & Financial
11-06006

Nevada Power Co. and Sierra 11-06007 Cost of Capital

Pacific Power Co. 11-06008

Southwest Gas Corp. 12-04005 Cost of Capital
13-06002

Sierra Power Company 13-06003 Cost of Capital
13-06003

NV Energy & MidAmerican 13-07021 Merger and Public Interest

Energy Holdings Co. Financial

Sierra Pacific Power Company 16-06006 Cost of Capital

Nevada Power Company 17-06003 Cost of Capital

Nevada Power & Sierra Pacific 18-02012 Tax Cut and Jobs Act Issues
Consolidated

Southwest Gas 18-05031 Cost of Capital

Sierra Pacific Power Company 19-06002 Cost of Capital

PacifiCorp

04-035-42

Cost of Capital

Rocky Mountain Power

08-035-38

Cost of Capital
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Rocky Mountain Power 09-035-23 Cost of Capital
Rocky Mountain Power 10-035-124 Cost of Capital
Rocky Mountain Power 11-035-200 Cost of Capital
Questar Gas Company 13-057-05 Cost of Capital
Rocky Mountain Power 13-035-184 Cost of Capital
Dominion Energy Utah 19-057-13 Capital Structure & Imputed Debt
Dominion Energy Utah 19-057-02 Cost of Capital

Piedmont Municipal Power

Central Power & Light 6375 Cost of Capital, Financial integrity

Company '

Central Power & Light 9561 Cost of Capital, Revenue Requirements

Company

Central Power & Light 7560 Deferred Accounting

Company

Central Power & Light 8646 Rate Design, Excess Capacity

Company

Central Power & Light 12820 STP Adj. Cost of Capital, Post Test-year

Company adjustments, Rate Case Expenses

Central Power & Light 14965 Salary & Wage Exp., Self-Ins. Reserve,

Company Plant Held for Future use, Post Test Year
Adjustments, Demand Side
Management, Rate Case Exp.

Central Power & Light 21528 Securitization of Regulatory Assets
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Company

El Paso Electric Company 9945 Cost of Capital, Revenue Requirements,
Decommissioning Funding

El Paso Electric Company 12700 Cost of Capital, Rate Moderation Plan,
CWIP, Rate Case Expenses

EIP Electric C ital, issioni

aso Electric Company 46831 Egg‘(cjpnfg(l:iﬂlgaclagggomm|SS|on|ng

Ent Gulf Stat :

lnrlg:ggratl;d ates 16705 Cost of Service, Rate Base, Revenues,
Cost of Capital, Quality of Service

Entergy Gulf States 21111 Cost Allocation

Incorporated

Entergy Gulf States 21984 Unbundling

Incorporated

Entergy Gulf States 22344 Capital Structure

Incorporated

Entergy Gulf States 22356 Unbundling

Incorporated

Entergy Gulf States 24336 Price to Beat

Incorporated

Gulf States Utilities Company 5560 Cost of Service

Gulf States Utilities Company 6525 Cost of Capital, Financial Integrity

Gulf States Utilities Company 6755/7195 Cost of Service, Cost of Capital, Excess
Capacity

Gulf States Utilities Company 8702 Deferred Accounting, Cost of Capital,
Cost of Service

Gulf States Utilities Company 10894 Affiliate Transaction

Gulf States Utilities Company 11793 Section 63, Affiliate Transaction

Gulf States Utilities Company 12852 Deferred acctng., self-Ins. reserve,

contra AFUDC adj., River Bend Plant
specifically assignable to Louisiana,
River Bend Decomm., Cost of Capital,
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Financial lnfégrity, Cost of Service, Rate
Case Expenses

GTE Southwest, Inc. 15332 Rate Case Expenses

Houston Lighting & Power 6765 Forecasting

Houston Lighting & Power 18465 Stranded costs

Lower Colorado River Authority | 8400 Debt Service Coverage, Rate Design
Southwestern Electric Power 5301 Cost of Service

Company

Southwestern Electric Power 4628 Rate Design, Financial Forecasting
Company

Southwestern Electric Power 24449 Price to.Beat Fuel Factor
Company

Southwestern Bell Telephone 8585 Yellow Pages

Company

Southwestern Bell Telephone 18509 Rate Group Re-Classification
Company

Southwestern Public Service 13456 Interruptible Rates

Company

Southwestern Public Service 11520 Cost of Capital

Company

Southwestern Public Service 14174 Fuel Reconciliation

Company

Southwestern Public Service 14499 TUCO Acquisition

Company

Southwestern Public Service 19512 Fuel Reconciliation

Company

Southwestern Public Service 47527 Cost of Capital

Company

Texas-New Mexico Power 9491 Cost of Capital, Revenue Requirements,
Company Prudence

Texas-New Mexico Power 10200 Prudence

Company
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Texas-New Mexico Power 17751 Rate Case Expenses

Company

Texas-New Mexico Power 21112 Acquisition risks/merger benefits
Company

Texas Utilities Electric 9300 Cost of Service, Cost of Capital
Company

Texas Utilities Electric 11735 Revenue Requirements
Company

TXU Electric Company 21527 Securiti_zation of Regulatory Assets
West Texas Utilities Company 7510 Cost of Capital, Cost of Service
West Texas Utilities Company | 13369 Rate Design

Energas Company 5793 Cost of Capital

Energas Company 8205 Cost of Capital

Energas Company 9002-9135 Cost of Capital, Revenues, Allocation

Lone Star Gas Company 8664 Rate Design, Cost of Capital,
Accumulated Depr. & DFIT, Rate Case
Exp.

Lone Star Gas Company- 8935 Implementation of Billing Cycle

Transmission Adjustment

Southern Union Gas Company | 6968 Rate Relief

Southern Union Gas Company | 8878 Test Year Revenues, Joint and Common
Costs

Texas Gas Service Company 9465 Cost of Capital, Cost of Service,
Allocation

TXU Lone Star Pipeline 8976 Cost of Capital, Capital Structure

TXU-Gas Distribution 9145-9151 Cost of Capital, Transport Fee, Cost
Allocation, Adjustment Clause

TXU-Gas Distribution 9400 Cost of Service, Allocation, Rate Base,

10
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Cost of Capital, Rate Design
Westar Transmission Company | 4892/5168 Cost of Capital, Cost of Service
Westar Transmission Company | 5787 Cost of Capital, Revenue Requirement
Atmos 10000 Cost of Capital
ATMOS 10580 Cost of Capital

WATER: COMMISSION

7371-R

Cost of Capital, Cost of Service

Southern Utilities Company

SCOTSBL

K. N. Energy, Inc.

Houston Lighting & Power
Company

Forecasting

Southern Union Gas Company

City of San Benito, et. al. vs.
PGE Gas Transmission et. al.

96-12-7404

Fairness Hearing

11
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City of Wharton, et al vs. 96-016613 Franchise fees
Houston Lighting & Power

City of Round Rock, et al \)s.
Railroad Commission of Texas GV 304,700 Mandamus
et al

City of South Daytona v.

-30441- Stranded Costs
Florida Power and Light AliRet S anded L.os

12
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DOMINION ENERGY UTAH
DOCKET NO. 19-057-02
FORECASTED TEST YEAR ENDED DECEMBER 31, 2020
FEDERAL RESERVE JUly 31, 2019 PRESS RELEASE AND
SEPTEMBER 18, 2019 PRESS RELEASE AND ECONOMIC PROJECTIONS

(Provided in PDF Format)
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&
Press Release PDF
July 31, 2019

Federal Reserve issues FOMC statement

For release at 2:00 p.m. EDT
Share #»

Information received since the Federal Open Market Committee met in June indicates that the labor
market remains strong and that economic activity has been rising at a moderate rate. Job gains have
been solid, on average, in recent months, and the unemployment rate has remained low. Although
growth of household spending has picked up from earlier in the year, growth of business fixed
investment has been soft. On a 12-month basis, overall inflation and inflation for items other than food
and energy are running befow 2 percent. Market-based measures of inflation compensation remain
low; survey-based measures of longer-term inflation expectations are little changed.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment and price
stability. In light of the implications of global developments for the economic outlook as well as muted
inflation pressures, the Committee decided to lower the target range for the federal funds rate to 2 to 2-
1/4 percent. This action supports the Committee's view that sustained expansion of economic acfivity,
strong labor market conditions, and infiation near the Committee's symmetric 2 percent objective are
the most likely outcomes, but uncertainties about this outlook remain. As the Committee contemplates
the future path of the target range for the federal funds rate, it will continue to monitor the implications
of incoming information for the economic outiook and will act as appropriate to sustain the expansion,
with a strong labor market and inflation near its symmetric 2 percent objective.

In determining the timing and size of future adjustments to the target range for the federal funds rate,
the Committee will assess realized and expected economic conditions relative to its maximum
employment objective and its symmetric 2 percent inflation objective. This assessment will take into
account a wide range of information, including meastires of labor market conditions, indicators of
inflation pressures and inflation expectations, and readings on financial and international
developments.

The Committee will conciude ihe reduction of its aggregate securities hoidings in the System Open
Market Account in August, two months earlier than previously indicated.

Voting for the monetary policy action were Jerome H. Powell, Chair; John C. Williams, Vice Chair;
Michelle W. Bowman; Lael Brainard; James Builard; Richard H. Clarida; Charles L. Evans; and Randal
K. Quarles. Voting against the action were Esther L. George and Eric S. Rosengren, who preferred at
this meeting to maintain the target range for the federaifunds rate at 2-1/4 to 2-1/2 percent.

implementation Note issued July 31, 2019

Last Update: July 31, 2019

https://www.federalreserve.gov/newsevents/pressreleases/monetary20180731a.htm Page 1of 1
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Federat Reserve ,Bgagjg?fézp%ql Reserve issues FOMC statement 9/28/19, 12:42 PM
Ad
Press Release PDF

September 18, 2019
Federal Reserve issues FOMC statement

For release at 2:00 p.m. EDT
Share #p

Information received since the Federal Open Market Committee met in July indicates that the tabor
market remains strong and that economic activity has been rising at a moderate rate. Job gains have
been solid, on average, in recent months, and the unemployment rate has remained low. Although
household spending has been rising at a strong pace, business fixed investment and exports have
weakened. On a 12-month basis, overall inflation and inflation for items other than food and energy are
running below 2 percent. Market-based measures of inflation compensation remain low; survey-based
measures of fonger-term inflation expectations are little changed.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment and price

stability. In light of the implications of global developments for the economic outlook as well as muted i
inflation pressures, the Committee decided to lower the target range for the federai funds rate to 1-3/4
to 2 percent. This action supports the Committee's view that sustained expansion of economic activity, :
strong fabor market conditions, and inflation near the Commitiee’s symmetric 2 percent objective are

the most likely outcomes, but uncertainties about this outlook remain. As the Committee contemplates

the future path of the target range for the federal funds rate, it will continue to monitor the implications

of incoming information for the economic outlook and will act as appropriate to sustain the expansion,

with a strong labor market and inflation near its symmetric 2 percent objective.

In determining the timing and size of future adjustments to the target range for the federal funds rate,
the Committee will assess realized and expected economic conditions relative to its maximum
employment objective and i{s symmeiric 2 percent inflation objective. This assessment will take into
account a wide range of information, including measures of labor market conditions, indicators of
inflation pressures and inflation expectations, and readings on financial and internationat
developments.

Voting for the monetary policy action were Jerome H. Poweli, Chair, John C. Williams, Vice Chair;
Michelle W. Bowman; Lael Brainard; Richard H. Clarida; Charles L. £vans; and Randai K. Quarles.
Voting against the action were James Bullard, who preferred at this meeting to lower the target range
for the federal funds rate to 1-1/2 to 1-3/4 percent; and Esther L. George and Eric S. Rosengren, who
preferred 1o maintain the target range at 2 percent to 2-1/4 percent.

Implementation Note issued September 18, 2019

Last Update: September 18, 2019

https://www.federalreserve.gov/inewsevents/pressreleases/monetary20190818a.htm Page 1 of 1
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Table 1. Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents, under their
individual assumptions of projected appropriate monetary policy, September 2019
Advance release of table 1 of the Summary of Economic Projections to be released with the FOMC minutes

Percent
Median® Central Tendency® Range®
\tsridlc 2019 {2020 | 2021 | 2022 | Longer | 2019 | 2020 | 2021 | 2022 |Longer | 2019 | 2020 | 2021 | 2022 Lc;?fler
run run
Change in real GDP 22 20 19 1.8 | 1.9 [21-23 1821 1820 17-20 '1.8-20|21-24 1.7-23 1721 1.6-21 !1.7-2.1
June projection - | 21 2.0 1.8 © 19 | 20-22 1822 1.8-20 11.8-2.0 | 20-24 15-23 1.5-21 11.7-2.1
Unemployment rate 3.7 37 38 39 42 |36-37 3638 3.6-3.9 3.7-4.0 ?4,0-4‘3 3.5-3.8 3.3-4.0 3.3-4.1 3.3-42 53.6*4.5
June projection 36 37 38 42 | 36-37 3.5-3.9 3.6-4.0 140-4.4 [3.5-3.8 3.3-4.0 3.3-4.2 | 3.6-4.5
| 1 I
PCE inflation 15 1.9 20 20 ' 20 |1516 1820 20 20-22! 20 [1.4-17 1.7-21 1823 1822 20
June projection 15 19 20 L 20 | 1516 1920 20-21 ' 20 1417 1821 1.9-22 2.0
Core PCE inflation® 18 1.9 20 20 1.7-1.8 1.9-20 2.0 2,0—2.25 1.6-1.8 1.7-21 1.8-2.3 1‘8—2.2i
June projection 18 19 20 4 1.7-1.8 1.9-2.0 2.0-2.1 | 14-1.8 1.8-2.1 1.8-2.2 :
] i
~Memo: Projected : T ;
appropriate policy path : X :
]
Federal funds rate 19 1.9 21 24 1 235 |1621 1621 1.6-24 1.9-28 ':2‘5—2.8 16-21 16-24 16-2.6 16-2.9 12.0-33
June projection 24 21 24 | 25 | 19-24 1.9-24 1.9-26 125-30 |1.9-2.6 1.9-3.1 1.9-3.1 12.4-3.3

Note: Projections of change in real gross domeéstic product (GDP) and projections for both measures of inflation are percent changes from the fourth
quarter of the previous year to the fourth quarter of the year indicated. PCE inflation and core PCE inflation are the percentage rates of change in, respectively,
the price index for personal consumption expenditures (PCE) and the price index for PCE excluding food and energy. Projections for the unemployment rate
are for the average civilian unemployment rate in the fourth quarter of the year indicated. Each participant’s projections are based on his or her assessment of
appropriate monetary policy. Longer-run projections represent each participant’s assessment of the rate to which each variable would be expected to converge
under appropriate monetary policy and in the absence of further shocks to the economy. The projections for the federal funds rate are the value of the midpoint
of the projected appropriate target range for the federal funds rate or the projected appropriate target level for the federal funds rate at the end of the specified
calendar year or over the longer run. The June projections were made in conjunction with the meeting of the Federal Open Market Committee on June 18-19,
2019. One participant did not submit longer-run projections for the change in real GDP, the unemployment rate, or the federal funds rate in conjunction with
the June 18-19, 2019, meeting, and one participant did not submit such projections in conjunction with the September 17-18, 2019, meeting.

1. For each period, the median is the middle projection when the projections are arranged from lowest to highest. When the number of projections is even,
the median is the average of the two middle projections.

2. The central tendency excludes the three highest and three lowest projections for each variable in each year.

3. The range for a variable in a given year includes all participants’ projections, from lowest to highest, for that variable in that year.

4. Longer-run projections for core PCE inflation are not collected.
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COMPANY SYMBOL
ATMOS ENERGY @ORP ATO
CHESAPEAKE UTILITIES CORP CPK
NEW JERSEY RESOURCES CORP NIR
NORTHWEST NATURAL HOLDING CO NWN
ONE GAS, INC. 0GS
SOUTH JERSEY INDUSTRIES, INC B
SPIRE INC SR
SOUTHWEST GAS HOLDINGS INC SWX
MEAN
MEDIAN
RISK FREE
BLOOMBERG BETA CAPM/ECAPM ANALYSIS RATE
3-MONTH AVERAGE YIELD 2.28%
SPOT YIELD 2.00%
RISK FREE
VALUE LINE BETA CAPM/ECAPM ANALYSIS RATE
3-MONTH AVERAGE YIELD 2.28%
SPOT YIELD 2.00%
RISK FREE
BLOOMBERG BETA CAPM/ECAPM ANALYSIS RATE
3-MONTH AVERAGE YIELD 2.28%
SPOT YIELD 2.00%
RISK FREE
VALUE LINE BETA CAPM/ECAPM ANALYSIS RATE
3-MONTH AVERAGE VIELD 2.28%
SPOT YIELD 2.00%

30-DAY AVG. STOCK PRICE

LOW ROE
8.59%
7.81%

9.60%

8.91%
8.73%
8.75%

AVERAGE
BETA

0573
0.573

AVERAGE
BETA
0.688
0.688

AVERAGE
BETA
0.573
0.573

AVERAGE
BETA
0.688
0.688

MEAN ROE
9.79%
9.73%
7.68%

8.65%
11.14%

9.77%
9.46%
9.75%

BLOOMBERG
DCF

13.42%
13.42%

BLOOMBERG
plad
13.42%
13.42%

BLOOMBERG
DCF
10.41%
10.41%

BLOOMBERG
DGF
10.41%
10.41%

HIGH ROE
12.27%

9.45%

11.39%

8.78%
11.24%
10.63%
11.24%

VALUE UNE
DCF

14.93%
14.93%

VALUE LINE
DCF

14.93%

14.93%

VALUE LINE
DCF

10.73%

10.73%

VALUE LINE
DCF

10.73%

10.73%

90-DAY AVG. STOCK PRICE

LOW ROE
8.64%
7.84%

9.71%
8.96%

8.79%
8.80%

BLOOMBERG VALUE LINE

MRP MRP
11.14% 12.65%
11.42% 12.93%

BLOOMBERG VALUE LINE

MRP MRP
11.14% 12.65%
1142% 12.93%

BLOOMBERG VALUE LINE

MRP MRP
8.13% 8.45%
8.41% 8.73%

BLOOMBERG VALUE LINE

MRP MRP
8.13% 8.45%
8.41% 8.73%

MEAN ROE
9.83%
9.77%
7.73%

8.70%
11.25%
7.51%
9.82%
9.23%
8.77%

BLOOMBERG
CAPM

8.66%
8.54%

BLOOMBERG
CAPM
9.94%
9.86%

BLOOMBERG
CAPM
6.94%
6.82%

BLOOMBERG
CAPM
7.87%
7.79%

HIGH ROE
12.32%

9.50%

11.44%

8.89%
11.30%
10.69%
11.30%

VALUE LINE
CAPM

10.83%

10.55%

VALUE LINE
CAPM

12.27%
VALUE LINE
CAPM
8.43%
8.15%

VALUE LINE
CAPM

9.38%

180-DAY AVG. STOCK PRICE

LOWROE MEAN ROE HIGH ROE

8.68%
7.91%

9.65%
8.99%

8.81%
8.84%

B8LOOMBERG VALUE LINE

ECAPM ECAPM
9.85% 10.88%
9.76% 10.79%

BLOOMBERG VALUE LINE

ECAPM ECAPM
10.81% 11.97%
10.75% 11.90%

BLOOMBERG VALUE LINE

ECAPM ECAPM
7.81% 8.02%
7.72% 7.93%

BLOOMBERG VALUE LINE

ECAPM ECAPM
8.51% 8.75%
8.44% 8.69%

9.88%
9.83%
7.77%

8.76%
11.19%
7.61%
9.85%
8.27%
9.83%

0.088

12.37%
9.54%
11.50%
8.99%
11.32%

10.74%
11.32%

LOW ROE

8.64%
7.85%

S.65%

8.95%
8.77%
8.80%
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AVG. STOCX PRICE

MEAN ROE

DCF

9.83%
$.78%
7.73%

8.70%
11.19%
7.56%
9.81%
9.23%
9.78%

8.8

CAPM/ECAPM

RP

HIGH ROE

12.32%
8.50%
11.44%
8.89%
11.29%
10.69%
11.29%
10.69
8.50%
8.80%

9.14%

9.15%

0.09146667
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Dominion Energy Utah
Docket No. 19-057-02
DEU Exhibit 4,06

Page 1 of 2
Dominion Energy
Utah - DEC 2020 Adjusted Avg Results CET
12 Months Ended : Dec-2020
COSY OF SERVICE SUMMARY AND ALLOCATIONS TO RATE CLASSES
(A) (8} {C) © (D) D) (E) (F) (G) (H)
Utah
Jurlsdiction Allocations to Rato Classes
Description DNG Related GS GSR GSC FS 1S TS TSS TSL T8F NGV

1 NEY INCOME SUMMARY

2 Btiiity Operating Revenue

3 System Distributlon Non-Gas Rever| 378,376,157 343,174,439 0 0 2,870,970 186,124 28,202,778 0 0 1,507,777 2,634,071
4 System Supplier Non-Gas Revenue 0 0 0 0 0 0 0 0 0 0 0
5 System Commodity Revenue 0 0 jul 0 0 0 0 0 ] 0 0
6 Pass-Through Relaled Other Reven 0 0 0 0 0 0 0 0 0 0 0
7 General Refated Other Revenue 10,750,615 _..5,808,094 0 0 62,591 2,880 772,026 0 0 89,741 15,282
8 Totat Utility Operating Revenue 389,126,772 352,982,534 0 0 2,733,561 189,005 28,974,801 0 0 1,697,518 2,649,353
9 Utillty Operating Expenses

10 Gas Purchase Expenses

11 Utah  Value of Peaking Supply 0 0 0 0 0 0 0 0 0 0
12 Total Gas Purchase Expenses 0 0 0 0 0 0 0 0 0 0 0
13 O&M Expenses

14 Production (838,701) (715,090) 0 0 (6,040) (255) {89,959) 0 0 (10,483) (16,873)
15 Distribution 55,486,323 47,308,568 0 0 399,582 16,847 5,951,492 [ 0 693,554 1.116,279
16 Customer Accounts 12,536,206 12,020,402 0 0 42,249 2,903 418,684 0 0 21,408 30,560
17 Cuslomer Service & Infonnation 3,047,465 2,326,920 0 0 39,201 30,642 611,289 0 0 31,709 7.703
18 Administrative & General 49,477,895 43,517,106 0 0 373,039 12‘2?2 4,940,964 0 0 605,005 26,510
19 Total O&M Expense 119,709,188 104,457,906 0 1] 848,032 65,409 11,832,469 0 0 1,341,192 1,164,180
20 Other Operating Expenses

21 Depreciation, Depletlon, Amortizatio| 85,423,490 75,015,103 0 0 622,655 26,753 8,655,626 0 0 1,059,853 43,499
22 Taxes Other Than Income Taxes 28,343,362 24,862,080 0 0 201,517 8,968 2,901,611 0 0 355,293 13,894
23 Income Taxes 29,744,657 29,163,197 0 0 201,046 18,981 486,566 0 0 (396,494) 271,362
24 Total Other Operaling Expsnses 143,511,509 129,040,379 0 0 1,025,218 54,702 12,043,803 0 0 1,018,652 328,755
25 Total Utllity Operating Expenses 263,220,697 233,498,284 0 0 1,873,250 120,111 23,876,272 0 0 2&59.84;’:’0 4,492,935
26 NET OPERATING INCOME 125,906,075 119,484,249 0 0 860,311 68,893 5,098,530 0 0 (762,327) 1,156,418
27 RATE BASE SUMMARY

28 Net Utltity Plant

29 101 Gas Plant in Service 3,244,815,858 2,839,748,040 0 0 24,342,994 996,577 322,427,050 0 0 39,480,142 17,821,055
30 105 Gas Plant Held For Future Use 5,037 4,418 0 0 36 2 515 0 0 83 2
31 106 Completed Construction Not Ctassil 0 0 0 0 0 0 0 0 0 0 0
32 108 Accumulated Depreciation {799,516,884) {707,797,342) ] 0 (6,868,711) (231,589)  (74,927,08%) 0 0 (9,174,577} (517,584)
a3 11 AcC tated Amort & Depletion (5,624,786) (5.466,910) 0 0 (137,379) {20) (6,580) 0 0 {806} {13,091)
34 254 Other Regulatory Liabllitles (404,258,011} {355,177,312) 0 0 (2.9_7_2,800) (126,027)  {40,773,967) 0 0 (4.992,639) {209,267)
35 Total Net Utllity Piant 2,035,421,214 1,771,310,895 0 0 14,358,139 838,943 206,719,938 0 0 25,312,183 17,081,116
36 Other Rate Base Accounts

37 154 Materials & Supplles 24,807,024 21,818,428 0 0 187,033 7,657 2,477,280 0 0 303,335 13,291
a8 164-1 Gas Stered Undarground 0 0 0 0 0 0 0 0 0 0 0
39 165 Prepayments 2,774,808 2,440,517 0 0 20,921 856 277,098 0 0 33,930 1.487
40 190008 Accum Deferred Income Tax Feder 31,711,929 27,891,473 0 0 239,092 9,788 3,166,818 0 0 387,767 16,991
41 190008 Accum Deferred Income Tax State 7,523,879 6,617,449 0 0 56,726 2,322 751,350 0 0 92,000 4,031
42 235-1  Customer Deposits {5,361,639) {5,353,307) 0 0 (2,225) 91) (5,870) 0 0 (30} (118)
43 252 Misc Customer Credlis 1 1 0 0 0 0 0 0 0 0 0
44 2531 Undalmed Customer Deposit (38,874) (36,816) 0 0 (15) ()} (40) 0 0 (0 (1)
45 255 Deferred Investment Tax Credits 0 0 o 0 0 0 3} 0 0 0 0
46 282 Accum Deferred income Taxes (294,564,927) (259,031,873) 0 0 {2,212,524) (91,071)  {29,484,666) 0 0 (3,607,852) (156,940)
47 Working Capital - Cash 13,938,535 12,259,307 0 0 105,090 4,302 1,391,931 0 0 170,437 7,468
48 Total Other Rate Base Accounts (219,207,263) {193,394,823) 0 0 (1,605,902) (66,236)  (21,406,100) 0 0 (2,620,414} (113,788)
49 TOTAL RATE BASE 1,816,213,951 1,677,916,072 0 0 12,752,237 572,707 185,313,838 0 0 22,691,769 16,957,328
50 Return On Rate Base- Actual 6.93% 7.57% 0.00% 0.00% 6.75% 12.03% 2.75% 0.00% 0.00% -3.36% 6.82%
51 Return On Equity - Actual 9.05% 10.22% -3.55% -355% 8.72% 18.32% 1.45% -3.55% -3.55% -9.66% 8.84%
52 Cost of Service (Line 25 + Line 26) 389,126,772 352,982,534 0 4] 2,733,561 183,005 28,974,801 3 0 1,697,518 2,649,353
53 Deficiency ({{Line 48 * Line 57) - Line 26) * Tax Fi 19,249,740 3,273,048 0 ] 166,752 (32,815) 12,285,096 0 0 3,351,430 206,228
54 COS Adjustment 0 1,879,359 0 0 34,009 792 557,967 0 0 (2,474,474) 2,348
55 Total Cost Of Service Incl./Deticlency 408,376,512 358,134,941 0 0 2,934,322 156,981 41,817,864 0 0 2,474,474 2,857,929
56 I Refated R Class Allocati 10,750,615 9,808,094 0 0 62,591 2,880 772,026 0 0 89,741 15,282
57 Net Cost of Service Collected in Rates 397,625,897 348,326,847 0 0 2,871,730 154,101 41,045,838 0 0 2,384,733 2,842,647
58 Retum On Rate Base - Allowed 7.73%| 773% 1.73% 7.73% 7.73% 7.73% 7.73% 1.73% 7.73% 7.73% 7.73%
59 Return On Equity - Allowed 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50%
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titah - DEC 2020 Adjusted Avg Resuits CET

12 Months Ended : Dec-2020

Capitat Structure : AVG CAP STR DEC 20

Imputed Tax Adjustment

Docket No. 19-057-02
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A B
System Utah
Total Jurisdiction

ALGEBRAIC METHOD - SOLVING FOR TWO UNKNOWNS

Federal Income Tax Rate 21% 21% te
State Income Tax Rate 4.75% 4.75% ts
Welight of Debt in Capital Structure 45.00% 45.00% W,
Cost of Debt 4.34% 4.34% I
Net Lead Lag Days 7.358 7.358 NLD
{Revenues 934,241,056 902,762,514 R
Gas Expenses 531,844,459 513,635,742 GAS
O&M Expenses 125,221,739 119,709,188 O&M
Depreciation 88,571,680 85,423,490 DEPR
Amortization 0 0 AMORT
Non-Income Taxes 29,869,132 28,343,362 NiT
Rate Base excluding CWC 1,867,746,073 1,802,275,416 RB*
Deferred Income Taxes 0 0 o
Deferred Income Taxes - Credit 0 0 DITCr
CWC = CWC* + (NLD/365)-IT CWC is a function of IT, and

IT = IT* - (t+b(1-4)) T Wy CWC IT Is a function of CWC

where [T = SIT + FIT + DIT +DITCr, and

CWC* = 13,847,863 13,338,911

T = 30,258,690 29,812,032

|Solution:

CWC = 14,456,437 13,938,531

SIT = 5,790,049 5,704,863

FIT = 24,398,762 24,039,794

IT = 30,188,812 29,744,657

Historically Adjusted Income Taxes 23,023,107

Tax Adjustment 7,165,705

RATE BASE METHOD

System Average Rate Base 1,882,202,510 1,816,213,951

iAdj System Return On Rate Base 6.83% 6.93%

IAllowed Return 128,545,235 125,906,075

System Average Rate Base 1,882,202,510 1,816,213,951

System Weighted Cost Of Debt 1.95% 1.95%

imputed Interest Cost 36,759,415 35,470,658

Taxable Return 91,785,820 90,435,417

Tax Factor (Tax Rate/(1-Tax Rate)) 0.3289050 0.3289050

Income Tax on Return 30,188,812 29,744,657

OPERATING INCOME METHOD

Total Utility Operating Revenue 934,241,056 902,762,514

Gas Purchase Expenses 531,844,459 513,635,742

O&M Expenses 125,221,739 119,709,188
Depreciation 88,571,680 85,423,490
Amortization 0 0

Taxes Other Than income 29,869,132 28,343,362

Net Utitity Income Before Tax 168,734,046 155,650,733

Rate Base 1,882,202,510 1,816,213,951

Proposed Weighted Cost of Debt 1.95% 1.95%
fimputed interest 36,759,415 35,470,658

State Taxable Jncome 121,974,631 120,180,074

State Income Tax Rate 4.74693% 4.74693%

State Income Tax 5,790,049 5,704,863

Federal Taxable Income 116,184,582 114,475,211

Federal Income Tax Rate 21.00000% 21.00000%
|Federal income Tax 24,398,762 24,039,794

Deferred Income Taxes 0 0
Deferrod_Income Taxes - Credit 0 0

Total Income Tax 30,188,812 29,744,657
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12 Months Ended : Dec-2020

Return On Equity

42 Months Ended : Deac-2020
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10.60%
(A) (B) (€} (D) (E} {F) (G) (H)
Historical Imputed Adjusted Utah Utah
12 Months Adjustments Tax System Jurlsdiction Jurisdiction
Description Dec-18 Total Adjustment Total DNG Related Deficlency Total
NET INCOME SUMMARY
Utility Operating Revenue
System Dlslribution Non-Gas Revenue 386,205,688 5,205,730 0 391,411,418 378,376,157 19,249,740 397,625,897
System Supplier Nen-Gas Revenue 109,038,702 (859,277) 0 108,379,425 0
System Commedity Revenue 401,864,779 (746,392) 0 401,118,387 0
Pass-Through Related Other Revenue 22,346,647 0 0 22,346,647 0
General Related Other Revenue 5,374,907 56,610,272 0 10,985,179 10,750,615 10,750,615
Total Utllity Operating Revenue 924,830,723 9,410,333 0 934,241,056 389,126,772 19,249,740 408,376,512
UtHity Operating Expenses
Gas Purchase Expenses g
Utah 514,800,336 (1,164,594) 0 513,635,742 0
Wyoming 18,449,793 (241,076) 0 18,208,717 0
Total 633,250,128 (1,405,669) 0 531,844,459 0 0 0
O&M Expenses
Production (886,887) 17,649 1] (869,238) (838,701) (838.701)
Distribution 57,001,306 1,278,315 0 58,279,621 55,486,323 65,486,323
Cuslomer Accounts 13,827,937 (881,637) 0 12,946,300 12,536,206 45,815 12,582,021
Cuslomer Service & information 27,244,073 (24,126,547) 0 3,117,526 3,047,465 3,047,465
Adminisirative & General 49,494,549 2,252,981 0 51,747,530 49,477,895 49,477,895
Tolal O&M Expense 146,680,978 (21,459,239) 0 126,221,739 119,709,188 45,815 119,755,003
Other Operaling Expenses
Depreclation, Dapletlan, Amortization 73,583,715 14,987,965 0 88,571,680 85,423,490 85,423,490
Taxes Other Than income Taxes 24,432,267 5,436,865 0 29,869,132 28,343,362 28,343,362
Income Taxes 20,577,922 2,445,184 7,165,705 30,188,812 29,744,657 4,752,986 34,497,643
Total Other Operating Expenses 118,593,904 22,870,015 7,165,705 148,629,624 143,511,509 4,752,966 148,264,495
Total Utllity Operating Expenses 798,525,010 5,106 7,465,705 805,695,821 263,220,697 4,798,801 268,019,498
NET OPERATING INCOME 126,305,713 9,405,227 (7,165,705) 128,545,235 125,906,075 14,450,939 &ﬁ 140,357,014
RATEBASE SUMMARY : \
Net Utifity Plant
101 Gas Plant In Service 3,003,176,328 365,068,489 0 3,368,244,816 3,244,815,858 3,244,815,858
105 Gas Plant Held For Future Use 0 5,037 0 5,037 5,037 5,037
106 Completed Construction Not Ciassified 90,575,015 (90,575,015} 0 0 0 0
108  Accumulated Depreclation (793,878,412) (43,760,676) 0 {837,639,088) (799,516,884) (799,516,884)
11 Accumulated Amort & Depletion {6,225,730) 387,467 0 (5,838,323) {5,624,788) (5.624,786)
254 Other Regulatory LiabilltiesARC 417,851,575 (468,871) 0 (418,320,446) (404,258,011) (50_4,258,01 1)
Total Net Utllity Plant 1,875,795,566 230,656,431 0 2,106,451,997 2,035,421,214 0 2,035,421,214
Other Rate Base Accounts
154 Malerlals & Supplies 22,771,349 2,915,283 0 25,686,632 24,807,024 24,807,024
164-1  Gas Stored Underground 44,167,774 (44,167,774) 0 0 0 0
165 Prepayments 3,083,028 (219,831) 0 2,873,197 2,774,808 2,774,808
190008 Accum Deferred income Tax Federal 32,836,371 0 0 32,836,371 31,711,929 31,711,929
180009 Accum Deferred Income Tax State 7,790,660 0 0 7,790,660 7,623,879 7,523,879
235-1  Customer Deposils (5,761,820) 165,356 0 (5,596,464) (5,361,639) (5,361,639)
252 Contributions in Ald of Construction (2,640,376) 2,640,377 0 1 1 1
253-1  Unclaimed Customer Deposits (43,284) 5,103 0 {38,181} (36,874) {36,874)
255 Deferred Investment Tax Credils 0 0 0 0 0 0
282 Accum Deferred Income Taxes (320,103,057) 17,844,917 0 (302,258,140) {294,564,927) (294,564,927)
186-7  Deferred Pension Asset 112,498,673 (112,498,673) 0 0 0 0
Working Capltai - Cash 14,604,189 (292,204) 144,453 __15,456,437 _1_3,938,535 13,938,535
Total Other Rate Base Accounts (90,776,491)  (133,617,448) 144,453 (224,249,487) (219,207,263) 0 (219,207,263)
3
TOTAL RATE BASE 1,785,019,075 97,038,982 144,453 1,882,202,510 1,816,213,951 \»% 1,816,213,951
RETURN ON RATE BASE 7.08% 6.83% 6.93% ‘)ﬁ@ 7.73%
RETURN ON EQUITY 9.31% 8.87% 9.05% M toso%
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Utah - DEC 2020 Adjusted Avg Resuits CET

12 Months Ended : Dec-2020

Capital Structure : AVG CAP STR DEC 20

CWC = CWC* + (NLD/36S)-T
IT = IT* - (tg#+ (1)) T Wy CWC

where IT = SIT + FIT + DIT + DITCr, and

CWC is a function of IT, and
1T is 2 function of CWC

Imputed Tax Adjustment
A B
System Utah
Total Jurisdiction
[ALGEBRAIC MEIHOD - SOLVING FOR TWO UNKNOWNG.

Federal Income Tax Rate 21% 21% %
State Income Tax Rate 475% 4.75% ts
Welght of Debt In Capital Structure 45.00% 45.00% Wy
Cost of Debt 4.34% 4.34% fo
Net Lead Lag Days 7.358 7.358 NLD
Revenues 534,241,056 902,762,514 R
Gas Expenses 531,844,459 513,635,742 GAS
O&M Expenses 125,221,739 119,709,188 o&M
Depreclation 88,571,680 85,423,490 DEPR
Amortization 0 0 AMORT
Non-Income Taxes 29,869,132 28,343,362 NIT
Rate Base excluding CWC 1.867,746,073 1,802,275.416 RB*
Oeferred Income Taxes o 0 DIT
Deferred income Taxes - Credit o 0 DITCr

CWC* = 13,847,863 13,338,911
T = 30,258,690 29,812,032
|Soiutlon:
CWC = 14,456,437 43,938,531
SIT = 5,790,049 $.704.863
FiT = 24,398,762 24,038,794
IT= 30,188.812 29,744,857
Historically Adjusted Income Taxes 23.023.107
Tax Adjustmert 36570
RATE BASE MEVHOD
System Average Rate Base 1.882.202.510 1,816,213,951
Ad] Systemn Return On Rate Base 6.83% 6.93%
Aliowed Return 128,545,235 125,906,075
System Average Rate Base 1.882,202,510 1.816,213.951
System Weighted Cost Of Debt 1.95% 1.95%
{Imputed interest Cost 36,759,415 35.470.658
[Taxable Retum 91,785,820 90,435,417
[ Tax Factor (Tax Rate/(1-Tax Rate)) 0.3289050 0.3289050
income Tax on Retum 30,188,812 29,744,657
[OPERATING INCOME METROD
Tatal Utllity Operating Revenue 934,241,056 902,762,514
Gas Purchase Expenses 531,844,459 513,635,742
IO&M Expenses 125,221,738 119,709,188
[Depreciation 88,571,680 85,423,490
[Amortization [¢] 0
[Texes Othar Thag Income 29,869,132 28,343,362
Net Utllity income Before Tax 158,734,046 155,650,733
Rate Base . 1.882,202,510 1.816,213,951
|Frosszed uatiod ot ot i 185% 1.95%
Imputod interost 36,758,415 35,470,658
tute Yaxabie lncsme 121,974,631 120,180,074
4.74693% 4.74893%
5,790,049 5,704,863
116,184,582 114,475.211
21.00000% 21.00000%
24,398,762 24,039,794
[¢] Q
Q o
| Total Income Tax 30.188,812 29.744,657

oo ~tam

DIT Schems: | Apporionment | Company, Roliup |V

€foctvo D¢

. Carvpanyc moms
Dt Schoms Selnct:. | 01-01-2016

01.81-2017
11-01-2037
01-01-2018
03-01-2018

DIT Schoma Typa: |
Dompaning Gption:

Single Srote Offvets
Abwoys Fretuet Statetwy. )
Lenons State tnter-Qeduer [

4 Albrars Nuttmalue Qhiset, [

Effeclive Statulory Calc Esf
Rate Rato Rate

0000667
©.00000419 |
Utah 0.04691462

Tows 020750076

Caiculation of Effective income Tax Rate and Gross.Up Factors
A
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c o E F G H

Combined
{Updated October 2018) Tota] Colorado Idaho Montana Neovada New Mexico Utah Wyoming
State Tax Rates 4,63% 6.93% 6.75% 0.00% $.90% 4.95% 0.00%

Ave State Rate 4.74693% 005437%  0.00000%  0.00068% ~ 0.00000%  0.00042% 389146% 0.00000%
Federal Tax Rate 21.00000%

e ——————

Combincd Federal & State Tax Rate 24.7901% Combined Rate = Average State Rate + (Federal Rate * (1 - Average State Rate}))
(Updated Oct 2015)
Gross-Up Factors ur wy

Tax Factor 0.328905 0.265823 Tax Facter = (Tax Rate/(T - Tax Rate)}

Gross-Up Factor : 1.265823 Gross-Up Factor = 1/(1 - Tax Rate)}

Tax & Bad Debt Gross.Up Factor ‘.)g. 1.3321 > 1.268843 Tax & Bad Debt Gross-Up Factor = 1/ (1 - (Tax Rate + (Bad Debt Rate * (1 - Tax Rate))))

Tax & Bad Dett Factor ’, 0332078 0.268!
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2 | Usah - DEC 2020 Adjusted Avg Resuits CET
3 | 12 Months Ended : Dec-2020
4
5
6
7 Historical CASE Imputed Adjusted
8 FERC 12 Months Adjustments Tax System
S Account Description December-18 Total Adjustment Total
10
11 UTILITY OPERATING REVENUE
12
13 |TARIFF DTH SALES AND REVENUE
1242 RATE BASE (W/O Working Cap. Cash) 1,770,414,886 97,331,187 (o} 1.867,746,073
1243
1244 [WORKING CAPITAL - CASH (General Plant)
1245
246 Cost of Service - Including Gas Costs
247 Gas Purchase Expenses 533,250,128 (1,405,669) 1} 531,844,459
248 Operation & Maintenance Expenses 146,680,978 (21,459,239) 0 125,221,739
1249 Deprec, Depl, & Amort 0 0 0 0
1250 Taxes - Excluding Income Taxes 24,432,267 5,436,865 0 29,869,132
1251 Income Taxes - Federal & State 20,090,121 2,932,985 7,165,705 30,188,812
|.1252 | Deferred Income Tax Credit 0 0 0 0
1253 Investment Tax Credit Adjustment 0 0 0 0
1254 South Georgia Amortizaton 0 0 0 0
1255 Section 29 Tax Credits 0 0 0 0
1256 _
1257 Cost of Service - Including Gas Costs 724,453,494 (14.495.05—5) 7.165,705 717,124,141
1258
1259 Daily Cost of Service 1,984,804 (39,712) 18,632 1,964,724
260
261 Working Capital - Cash Factor 7.358 7.358 7.358 7.358
1262
1263
1264 WORKING CAPITAL - CASH (General Plant) 14,604,189 (292,204) 144,453 14,456,437
1265 (292.204)
1266
267 iTOTAL RATE BASE
68 Production 40,162,633 (44,682,168) 0 (4,519,535)
1269 Distribution - Wyoming 49,736,562 9,627,558 0 59,364,120
1270 Distribution - Utah 1,622,599,823 243,513,296 0 1,866,113,119
1271 General 72,520,056 (111,419,703) 144,453 (38.755,195)
1272
1273
1274 TOTAL RATE BASE 1,785,019,075 97,038,982 144,453 1,882.202,510 |
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1_| Dominion Enefgydc oo Of 10
2 | Utah - DEC 2020 Adjusted Avg Results CET
3 | 12 Months Ended : Dec-2020
4
)
6
7 Historical CASE Imputed Adjusted
8 FERC 12 Months Adjustments Tax System
9 Account Description December-18 Toal Adjustment Total
10
11 UTILITY OPERATING REVENUE
2
3 {TARIFF DTH SALES AND REVENUE
908 {OTHER UTILITY OPERATING EXPENSES
909
| 910 [Depreciation, Amortization, & Other Taxes
911
912 1403 Depreciation Expense
912 Production 506,626 0 506,626
1914 | Distribution - Wyoming 2,067,593 536,403 2,603,996
1915 | Distribution - Utah 61,653,257 8,435,777 70,089,034
1 916 | General 9.356.240 6,015,786 15,372,025
917 Total Depreciation Expense 73,583,715 14,887,965 0 88,571,680
918
EE 404 Amortization and Depletion
20 Production 0 0 0
21 Distribution - Wyoming 0 0 o]
922 Distribution - Utah (0) 0 o]
923 General 0 0 0
924 Total Amortization Expense (0) 0 0 0
925
926 Total Depreciation, Deplec & Amort 73,583,715 14,987,965 0 88,571,680
927 v} 0 o] 0
928 | Tax Expenses
929 {408 Taxes Other Than Income Taxes
930 Production 0 0 0
931 Distribution - Wyoming 1,258,219 279,989 1,538,208
932 Distribution - Utah 23,471,164 5,222,993 28,694,157
933 General (297,117) (66.117) {363,233}
934 Total Other Taxes 24,432,267 5,436,865 0 29,869,132
938
936 4080 Income Taxes - Federal 10,173,646 2,932,985 7,165,705 20,272,337
937
938 4081 Income Taxes - State 4,098,821 0 4,098,821
39
1.940 {4101 Deferred income Taxes 5,817,654 0 5,817,654
941
942 14111 Deferred income Tax Credit 487,801 (487,801) 0
943
944 14114 Investment Tax Credit Adjustment 0 0 0
845
946
947
948
949
950 Total Tax Expenses 45,010,189 7,882,049 7,165,705 60,057,944
951 ’
952
953 Total Utility Other Operating Expenses 118,583,904 22,870,015 7,165,705 148,629,624
954
855
956 [SYSTEM TOTAL UTILITY OPERATING EXPENSES 798,525,010 5,106 7,165,705 805,695,821 |
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From: donnaratmas@aol.com
Subject: Re: DEU GRC
Date: September 9, 2019 at 1:08 PM
To: danlawtontawfirm @ gniail.com

Hi Dan. Thanks for the response and the placeholder. The deferred income tax expense can be found
in the revenue requirement model provided as DEU Exhibit 4.18 under the tab "ROR-Model" in excel
row 940. Is this what you are looking for?

Donna

-----Original Message-----

From: Dan <danlawtonlawfirm@gmail.com>
To: Donna Ramas <donnaramas@aol.com>
Cc: Dan <danlawtonlawfirm@gmail.com>
Sent; Sat, Sep 7, 2019 10:57 am

Subject: Re: DEU GRC

Donna: Still have not finished capital structure and ROE, but if you need a place holder
for your analysis and evaluation of revenue requirement you can start with the following
Debt 450% 4.34% 1.953%

Equity 55.0% 9.20% 5.06%

Total 100% - 7.013%

| hope this helps, but will get you data as soon as | can.
| do have a question for you - where can | find the amount of current
deferred federal income tax in this case?

Thanks again

Dan Lawton

Lawton Law Firm

12600 Hill Country Blvd.
Suite R-275

Austin, Texas 78738
512-940-0773

or 512-322-0019

danlawtonlawfirm @gmail.com

On Sep 4, 2019, at 10:38 AM, donnaramas@aol.com wrote:

Hi Dan, this is Donna. When you decide what capital structure and cost rates you plan to
recommend in the DEU rate case, can you forward them to me so | can plug it into the revenue
requirement model,

Thanks! -
Donna Ramas 1 A\
(248)529-3959 “LA&
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CAPITAL STRUCTURE
Dominion Energy

12 Months Ended : Dec-2020

Utah « DEC 2020 Adjusted Avg Results CET

AVG CAP STR
DEC 20 Weighted
Weight Cost Cost
Long Term Debt 45,00% 4.348% 1.95%
Short Term Debt 0.00% 0.00% 0.00%
Common Equity 55.00% 10.50% 5.78%
100.00% 7.73%
Total LT & ST Debt 45.00% 1.95%
Dominion Energy
Utah - DEC 2020 Adjusted Avg Results CET
‘12 Months Ended : De¢-2020
ORDERED CAP STR
80O0KED BOOKED 13-057-08 BUDGET PROJ BUDGET PROJ
QGC Cost Of Capital Scenarios SAME AS AVG
AVG CAP STR ORDERED CAP STR AVG CAP STRDEC YE CAP STR DEC
YECAP STRDEC 18 DEC 18 13-057-05 19 13
Weights
Long Term Debt 45.00% 51.71% 47.93% 46.52% 40.26%
Short Term Debt 0.00% 0.00% 0.00% 0.00% 0.00%
Common Equity 55.00% 48.29% 52.07% 53.48% 55.00%
100.00% 100.00% 100.00% 100.00% 95.26%
Costs (Rates)
Long Term Debt 4.40% 3.94% 5.25% 4.38% 4.37%
Short Term Debt 0.00% 0.00% 0.00% 0.00% 0.00%
Common Equity 9.85% 9.85% 9.85% 10.50% 10.50%
ACTUAL ACTUAL BUDGEY PROJ BUDGET PROJ
AVG CAP STR 13-057-050rdered AVG CAP STRDEC YE CAP STR DEC
YE CAP STR DEC 18 DEC 18 CAP STR 19 19
LONG-TERMDEBT
Bonds - Long Term - - 559,500,000
Notes - Long Term 750,000,000 730,416,667 750,599,711 751,198,422
Unamort Less on Reacq Debt (2,244,1561) (2,467,525) (4,542,000) (1,881.950) (1,719,739)
Unamontized Debt Expense (4,725,056} (4,580518) {3,957,000) (4.602.369) (4,479,683)
Notes Paybles-Outside Companles - 106,458,333 - -
TOTAL LONG-TERM DEBY 743,030,784 825,826,956 551,001,000 744,015,392 745,000,000
LONG TERM DEBT COSTS
[nterest - Long term Debt 31,995,448 31,995,448 28,072,750 31,830,070 31,864,682
Amortization of Debt Discount & Expense 688.120 688.120 830.500 €86.714 685,308
TOTAL LONG TERM DEBT COSTS 32,683,568 32,683,568 28,903,250 32,616,784 32,550,000
LONG-TERM DEBIT COST % 4.40% 3.94% 525% 4.38% 431%
COMMON EQUITY
Commcn Stock Issued 22,974,065 22,974,065 22,974,000 22,974,065 22,974,065
Premium on Common Steck 272,445,463 272,445,463 279.453,000 272,445,463 272,445,463
Misc Paid In Capital 203,257,107 8,740,472 203,257,107
Unappropriated Ret. Eamings 513.131,632 479,406.953 29.085.000 560.085.816 607.000.000
TOTAL COMMON EQUITY 1,011,808,267 783,566,953 598,512,000 855,485,344 1,105,676,635
1,613,393,909 1,145,813,000 1,599,500,736 1,850,676,635

TOTAL CAPITAL

1,754,839,051
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Dominion Energy Utah
Docket No. 19-057-02
DEU Exhibit 4.06

Utah - DEC 2020 Adjusted Avg Resuits CET Page 1 of 2
12 Months Ended : Dec-2020
COST OF SERVICE SUMMARY ANDALLOCATIONS TO RATE CLASSES
(A) (B) {C) (D) (E) (F) (G) (H) U]
Utah
Jurisdiction Allocations to Rate Classes
Description DNG Related GS FS IS TS TBF NGV Total
NET INCOME SUMMARY
Utility Operating Revenue
System Distsibution Non-Gas Reven 378,376,157 343,174,439 2,670,970 186,124 28,202,776 1,607,777 2,634,071 378,376,157
System Supplier Non-Gas Revenue 0 0 0 0 0 0 0 #REF]
System Commodity Revenue 0 0 0 0 0 0 0 0
Pass-Through Related Other Reven 0 0 0 0 0 0 0 0
General Related Other Revenue 10,750,615 9,808,094 62,591 2,880 772,026 _8_9,741 16,282 10,750,615
Total Utllity Operating Revenue 389,126,772 352,982,534 2,733,561 189,005 28,974,801 1,597,618 2,649,353 #REF!
Utility Operating Expenses
Gas Purchase Expenses
Utah  Value of Peaking Supply 0 0 0 0 0 0 0 0
Total Gas Purchase Expenses 0 0 0 0 0 0 0 0
O&M Expenses
Production (838,701) (715,090) (6,040) (255) (89,959) (10,483) (16,873) (838,701)
Distribution 55,486,323 47,308,568 399,582 16,847 5,951,492 693,554 1,116,279 55,486,323
Customer Accounts 12,636,206 12,020,402 42,249 2,903 418,684 21,408 30,560 12,536,206
Customer Service & Information 3,047,465 2,326,920 39,201 30,642 611,289 31,709 7,703 3,047,465
Administrative & General 49,477,895 43,617,106 373,039 16,272 4,940,964 605,005 26,510 49,477,895
Total O&M Expense 119,709,188 104,457,908 848,032 65,409 11,832,469 1,341,192 1,164,180 119,709,188
Other Operating £xpenses
Depreclation, Depietion, Amortizatio. 85,423,490 75,015,103 622,655 26,753 8,655,626 1,059,853 43,493 85,423,490
Taxes Other Than income Taxes 28,343,362 24,862,080 201,517 8,968 2,901,611 355,293 13,894 28,343,362
income Taxes 29,744,657 29,163,197 201,046 18,981 486,566 (396,494) 271 .36_2 29,744,657
Totat Other Operating Expenses 143,511,509 129,040,379 1,025,218 54,702 12,043,803 1,018,652 328,755 143,511,509
Total Utlity Operating Expenses 263,220,697 233,498,284 1,873,250 120,111 23,876,272 2,359,845 1,492,935 263,220,697
NET OPERATING INCOME 125,906,075 119,484,249 860,311 68,893 5,098,530 {762,327) 1,156,418 #REF!
RATE BASE SUMMARY
Net Utility Plant
101 Gas Plant in Service 3,244,815,858 2,839,748,040 24,342,994 996,577 322,427,050 39,480,142 17,821,055 3,244,815,858
105 Gas Plant Held For Future Use 5,037 4,418 36 2 515 63 2 5,037
106 Completed Construction Not Classif{ 0 0 0 ] 0 0 0 0
108 Accumulated Depreclation (799,516,884) (707,797,342)  (6,868,711) (231,589)  (74,927,081) (9,174,577) (517,584) (799,516,884)
M Accumulated Amort & Depletion (5,624,786) {5,466,910) (137,379) (20) (6,580) (806) {13,091) (5,624,786)
254 Other Regulatory Liabilities (404,258,011)| (355,177,312)  (2,978,800) (126,027)  (40,773,967) (4,992,639) (209,267) (404,258,011)
Total Net Utility Piant 2,035,421,214 1,771,310,895 14,358,139 638,943 206,719,938 25,312,183 17,081,116 2,035,421,214
Other Rate Base Accounts
154 Materials & Supplies 24,807,024 21,818,428 187,033 7,657 2,477,280 303,335 13,291 24,807,024
164-1  Gas Stored Underground 0 0 0 0 0 0 0 0
165 Prepayments 2,774,808 2,440,517 20,921 856 277,098 33,930 1,487 2,774,808
190008 Accum Defeired Income Tax Feder: 31,711,929 27,891,473 239,092 9,788 3,166,818 387,767 16,991 31,711,929
190008 Accum Deferred Income Tax State 7,523,879 6,617,449 56,726 2,322 751,350 92,000 4,031 7,623,879
235-1 CustomerDeposits (5,361,639 (5,353,307) (2,225) ©1) (5.870) (30) (116) (5,361,639)
252 Misc Customer Credits 1 1 0 0 [0} 0 0 1
25341 Unclaimed Customer Deposits (36,874) (36.816) (15) ) (40) 0) 0] (36,874)
255 Deferred Investmeni Tax Credits 0 0 0 0 0 0 0 0
282  Accum Deferred Income Taxes (294,564,927)|  (259,031,873)  (2,212,524) (91,071)  (29,464,666)  (3,607,852) (156,940) (294,564,927)
Working Capitat - Cash 13,938,535_)_’ 12,259,307 105,090 4,302 1,391,931 4 170,437 7,4_6§ 13,938,535
Yotal Other Rate Base Accounts (219,207,263) (193,394,823)  (1,605,902) (66.236)  (21,406,100)  (2,620,414) (113,788) (219,207,263)
TOTAL RATE BASE 1,816,213,951 1,677,916,072 12,752,237 672,707 185,313,838 22,691,769 16,967,328 1,816,213,951
Return On Rate Base- Actual 6.93% 7.51% 6.75% 12.03% 2.75% -3.36% 6.82% #REFI
Retum On Equity - Actual 9.05% 10.22% 8.72% 18.32% 1.45% -9.66% 8.84% #REF|
Cost of Service (Line 25 + Line 26) 389,126,772 352,982,534 2,733,561 189,005 28,974,801 1,697,518 2,649,353 #REF|
Deficlency (((Line 48 * Line 57) - Line 26) * Tax F 19,249,740 3,273,048 166,752 (32,815) 12,285,096 3,361,430 206,228 19,249,740
COS Adjustment 0 1,879,359 34,009 792 657,967 (2,474,474) 2,348 0
Total Cost Of Service incl./Deficiency 408,376,512 368,134,941 2,934,322 166,981 41,817,864 2,474,474 2,857,929 #REF1
General Refated Revenue Class Allocation 10,750,615 9,808,094 62,591 2,880 772,026 89,741 15,282 10,750,615
Net Cost of Service Collacted In Rates 397,625,897 348,326,847 2,871,730 164,101 41,045,838 2,384,733 2,842,647 #REF1
Relfurn On Rate Base - Allowed 7.73% 7.73% 7.73% 7.73% 7.73% 7.73% 7.73% 7.73%
Return On Equity - Allowed 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50% 10.50%

59
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P.S.C.U. Docket No. 19-057-02

OCS Data Request No. 1.40

Requested by Office of Consumer Services
Date of DEU Response August 14, 2019

OCS 1.40:  In reference to the Direct Testimony of Robert B. Hevert at page 28, lines 512 —

513 provide the annual budget forecast of capital expenditures for the 2019 —
2023 totaling $1.10 billion.

Answer: The $1.1 billion is actually the expected capital expenditures from 2019-2022.

The total amount for 2019-2023 is $1.4 billion. A summary by year is shown in
the table below:

Year Amount
2019 $232,899,070
2020 $288,295,417
2021 $262,997,629
2022 $306,091,541
2023 $283,387,001
| Total $1,373,670,658

Prepared by: Kelly B Mendenhall, Director, Regulatory & Pricing
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P.S.C.U. Docket No. 19-057-02
OCS Data Request No. 1.41

Requested by Office of Consumer Services
Date of DEU Response August 14, 2019

OCS 1.41:  Provide the current annual projection of how much of the capital investment
during the 2019 — 2023 period will be included in the Infrastructure Tracker
mechanism.

Answer: It is estimated that the infrastructure tracker program will make up about 30% of
the total capital budget each year. These numbers exclude the proposed LNG
facility.

Total Capital Infrastructure % of Total
Budget Replacment
Estimate
2019 232,899,070 70,936,572 30.5%
2020 288,295,417 80,000,000 27.7%
2021 262,997,629 82,000,000 31.2%
2022 306,091,541 84,050,000 27.5%
2023 283,387,001 85,983,150 30.3%

Prepared by: Kelly B. Mendenhall, Director, Regulatory & Pricing
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P.S.C.U. Docket No. 19-057-02

OCS Data Request No. 1.42

Requested by Office of Consumer Services
Date of DEU Response August 14, 2019

OCS 1.42: In reference to the Direct Testimony of Robert B. Hevert at page 28, lines 512 —
513 provide the Company’s current projection of how this projected capital
investment will be financed between debt and equity.

Answer: The requested information is Confidential and will be provided to those parties
who agree in writing to comply with Utah Admin. Code §R746-1-601 through
603. The five year projection of debt and equity is attached as OCS 1.42
Confidential Attachment 1.

Prepared by: Sarah French, Senior Treasury Analyst
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P.S.C.U. Docket No. 19-057-02

OCS Data Request No. 1.43

Requested by Office of Consumer Services
Date of DEU Response August 14, 2019

OCS 1.43:  Provide a copy of the Company’s (Dominion Energy Utah) most current credit
report from Standard & Poor’s and Moody’s Investor Services.

Answer: The Moody*s report is attached as OCS 1.43 attachment 1 and the S&P report is
attached as OCS 1.43 attachment 2.

Prepared by: Aaron D. Lowery, Treasury Specialist
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DEU EXHIBIT 3.0
DIRECT TESTIMONY OF DOCKET No. 19-057-02
JORDAN K. STEPHENSON PAGE 20

contribution to the pension asset, it is appropriate to remove these items from the test period.

Iv. COST OF CAPTIAL

Q. What is the cost of debt included in the average 2020 test period?

The Company has included a cost of debt of 4.34% in the 2020 test period. This is a decrease
from the 5.25% cost of debt included in the most recently approved general rate case test period,
and a slight decrease from the actual cost of debt of 4.40% in 2018. Exhibit 3.31 provides a more
detailed breakdown of the components of debt and the cost of debt for the last general rate case

{column C), year-end 2018 (column D), and the average 2020 test period (column E).
Q. What is the cost of equity included in the average 2020 test period?

The Company has included a cost of equity of 10.50% in the 2020 test period. This is discussed
more thoroughly in the Direct Testimony of Mr. Robert B. Hevert.

Q. Please provide the capital structure and total cost of capital DEU is proposing for the 2020

test period.

A, Although equity is anticipated to be 60% of total capital in the average 2020 test period (Exhibit
3.31, row 28), the Company is proposing a capital structure consisting of 55% equity and 45%
debt. At the costs mentioned above, this amounts to a total weighted cost of capital of 7.73%, as

follows:

AVG CAP STR
DEC 20 Weighted
Weight Cost Cost
iLong Term Debt 45.00% i 4.34% : 1.95%
.Short Term Debt 0.00% 0.00% : 0.00%
|Common Equity | 55.00% i 10.50% 5.78%
100.00% 7.73%

V. PROJECTED DEFICIENCY AND REVENUE REQUIREMENT

Q. Have you calculated a total revenue requirement for this case?

Yes. Based on the prajected capital structure and a 10.5% return on equity incorporated together
with the forecasted data and regulatory adjustments, [ calculated the total Utah revenue requirement

to be $397.6 million. (DEU Exhibit 3.02, column H, line 3).
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DEU EXHIBIT 1.0

DIRECT TESTIMONY OF DOCKET NoO. 19-057-02
KELLY B MENDENHALL PAGE 9

168 the merger had on these displaced employees. First, the Company delayed the
169 termination dates for most of the employees, staggering these dates from September 2017
170 through December 2018. This allowed about one third of the affected employees to find
171 employment in other areas of the Company, or with the Company’s affiliates. Next, a
172 severance package was provided to employees who were separated from the Company.
173 This package included a two-month advance start date and three weeks of severance for

174 each year of service up to 52 weeks.

175 Q. How many employees were ultimately impacted by the involuntary severance plan?

176  A. When the involuntary severance plan was complete, 37 employees of the ISP affected
177 employees (of over 900 total employees) were impacted. The other 19 ISP affected
178 employees were able to find other opportunities in the Company.

179 C. Merger Stipulation Provision 11 - Pension Funding

180 Q. What was the commitment related to pension funding?

181 A. Paragraph 11 of the Merger Stipulation states that “Dominion, as at shareholders' cost,

182 will contribute, within six months of the Effective Time, a total of $75,000,000 toward
183 the full funding, on a financial accounting basis, of Questar Corporation's (i) ERISA-
184 qualified defined-benefit pension plan in accordance with ERISA minimum funding
185 requirements for ongoing plans, (ii) nonqualified defined-benefit pension plans, and (iii)
186 postretirement medical and life insurance (other post-employment benefit ("OPEB”))
187 plans, subject to any maximum contribution levels or other restrictions under applicable
188 law, thereby reducing pension expenses over time in customer rates. Dominion
189 represents that said $75,000,000 contribution, based on current plan funding, would be
190 permissible and well within maximum contribution levels and other restrictions under
191 applicable law.”

192 Q. Did this funding occur?
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DEU EXHIBIT 1.0

DIRECT TESTIMONY OF DOCKET No. 19-057-02

KELLY B MENDENHALL PAGE 11
219 A The provision was amended to read, (changes italicized), “Dominion through Questar
220 Gas will provide equity funding, as needed, for the first four calendar years following the
221 Effective Time, in order for Questar Gas to maintain an end-of-year common equity
222 percentage of total capitalization in the range of 48 to 55 percent through December 31,
223 2019. If, during the first four calendar years following the Effective Time, Questar Gas
224 increases its common equity percentage of total capitalization above 55% to maintain
225 credit metrics, the equity percentage of total capitalization proposed by Questar Gas in
226 its first general rate case after the Effective Time shall not exceed 55%. In the second
227 general rate case following the Effective Time, Questar Gas will work to maintain and
228 propose equity levels that are within the equity level ranges of a basket of A rated peers.
229 If it proposes an equity level above the equity level ranges of a basket of A rated peers it
230 must specifically identify factors unique to Questar Gas that prevent being within that
231 range. The Parties do not intend that allowing equity capitalization at or above 55%
232 creates any presumption that the outcome of a general rate case would allow equity
233 capitalization at or above 55%."”
234 Q. Has the Company complied with this amendment in the calculation of its revenue
235 requirement?

236 A. Yes. Although the Company’s projected equity capitalization for 2020 is 60%, the

237 Company is only requesting a 55% equity capitalization level.

238 E. Merger Stipulation Provision 37 - Transaction Cosls

239 Q. What commitments did the Company make with respect to transaction costs?

240 A Paragraph 37 of the Merger Stipulation states: “Transaction costs associated with the

241 Merger will not be recovered through rates of Dominion Questar Gas or recovered
242 through charges from affiliated companies of Dominion Questar to Dominion Questar
243 Gas. Transaction costs shall be defined as: i) Legal, consulting, investment banker, and
244 other professional advisor costs to initiate, prepare, consummate, and implement the

245 Merger, including obtaining regulatory approvals, ii) Rebranding costs, including
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CONFIDENTIAL ~ SUBJECT TO UTAH PUBLIC SERVICE COMMISSION RULES R746-1-602 AND 603

0CS 2.14:

Answer:

P.S.C.U. Docket No. 19-057-13
. Data Request No. 2.14

Requested by Office of Consumer Services
Date of DEU Response July 26, 2019

Mr. Mendenhall in his direct testimony, starting on line 309, discusses the
imputed debt issue. What capital structure does the Company assume in this
imputed debt analysis? Discuss how different capital structures for different
environments impact this analysis —i.e. for GAAP, for credit agencies, for rate
case purposes etc,

Some of the requested information is confidential and will be provided to those
parties who agree to comply with Utah Admin Code R746-1-602 and 603.

The Company has assumed the current Commission approved capital structure of
47.83%/52.17% debt/equity ratio in the imputed debt calculation in this docket.
The projected 2020 capital structure for GAAP and credit agency purposes is
40%/60% debt/equity. Due to merger commitments, the Company has proposed a
capital structure of 45%/55% debt/equity in the current general rate case. The
imputed debt calculation using these various capital structures is shown in the
table below:

Equity Level 19 Million 10 Million

52.17% XXX XXX XXX XXX
55% XXX XXX XXX XXX
60% XX XXX XXX 19,9,0,0.9,0,0,4

If the imputed debt were necessary it would not have an impact on the capital
structure calculations for regulatory or GAAP purposes but it would have an
impact on the credit metrics and would require the issuance of additional equity
and a reduction of debt to keep the debt and equity levels balanced after the
calculation of the imputed debt. This would have an impact on cash flows in the
form of lower interest costs and higher revenue requirements due to the increased
equity levels.

Prepared by: Kelly B. Mendenhall, Director, Regulatory & Pricing

State Regulatory Affairs
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QUESTAR GAS

QUESTAR GAS COST OF CAPITAL DOCKET NO. 19-057-02
GAS COMPANY FINANCIAL METRICS

COMPANY REQUESTED COST OF CAPITAL

LINE

1 DESCRIPTION RATIO COST RATE
2 LONG TERM DEBT 45.00% 4.34%
3 COMMON EQUITY 55.00% 10.50%
4 TOTAL 100.00%
5 RATE BASE INVESTMENT
6
7 RECOMMENDED ALTERNATIVE COST OF CAPITAL
8
9 DESCRIPTION RATIO COST RATE
10 LONG TERM DEBT 45.00% 4.34%
11 COMMON EQUITY 55.00% 9.30%
12 TOTAL 100.00%
13 RATE BASE INVESTMENT
14
15
16 A B
COMPANY FILED
17 DESCRIPTION CASE ADJUSTMENT
18 RATE BASE INVESTMENT $1,008,377,277 $0
19 RATE OF RETURN 7.73%
20 RETURN $77,927,3% -$6,655,290
21 DEPRECIATION/ AMORTIZATION $53,000,279
22 EBIDA CASH FLOW $130,927,675
23 TOTAL DEBT $453,769,775
24 TOTALINTEREST $19,693,608
25 DEBT PERCENTAGE 45.00%

26 CASH FLOW (CFO)
27
28
29
30

31 EBIDA W/O FIT IN

32 CASH FLOW (EBIDA)/DEBT %

33 CASH FLOW EBIDA/INTEREST (X)
34 DEBT PERCENTAGE

SOURCES:
COLUMNS A & CLINE 32: LINE 22/LINE 23
COLUMNS A & CUINE 33: LINE 22/LINE 24

$111,234,066.75
FINANCIAL METRICS GAS

A B
COMPANY FILED
CASE
28.85%
6.65
45.00%

COLUMN DEINES 32- 3¢: MOODY'S INVESTOR'S SERVICE, RATINGS METHODOLUGY {AUGUST 2009) AT 13

WEIGHTED COST RETURN
1.95%  $35,470,658
5.78%  $104,886,356
7.728%  $140,357,014
$1,816,213,951
WEIGHTED COST RETURN
1.95% $35,470,658
5.12% $92,899,344
7.07%  $128,370,002
$1,816,213,951
-$11,987,012
C
RECOMMENDED

ALTERNATIVE CASE

$1,008,377,277 QUESTAR EXHIBIT 4.6
7.07% ROR
$71,272,106 ROR * RATE BASE
$53,000,279 QUESTAREXHIBIT 4.6
$124,272,385 LINE 20 + LINE 21
$453,769,775 DEBT % TIMES RATE B¢
$19,693,608 DEST COST TIMES DEB'
45.00% D. CURTIS DIRECT @ 1¢
$104,578,776.72 LINE 22-LINE 24

Cc D
RECOMMENDED MOODY'S "A"
ALTERNATIVE CASE BENCHMARKS
27.39% 22% TO 30%
6.31  4.5x to 6.0x
45.00% 35%to 45%
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Forecasters Predict Declining

G
The participants in the June LivirE

in the December survey. The forg
project that the economy’s outpu
upward revision from the predict
expected to fall to an annual rate
rate of 1.9 percent in the first hali
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Release Date: June 7, 2019

owth and Steady Unemployment
ston Survey predict slightly higher output growth for the first half of 2019 than they did

casters, who are surveyed by the Federal Reserve Bank of Philadelphia twice a year,

(real GDP) will rise at an annual rate of 2.5 percent during the first half of 2019, an

on of 2.4 percent in the December 2018 survey, Growth in the second half of 2019 is
bf 2.3 percent, unchanged from the previous survey. Growth will fall further to an annual

of 2020.

The forecasters see the unemployjnent rate holding nearly steady over the next year, but their projections have been

revised upward from those of the
petcent in June 2019 and in Dece

December 2018 survey. The forecasters predict that the unemployment rate will be 3.6
nber 2019, The unemployment rate is expected to be 3.5 percent in June 2020,

Growth Rate of
Rea{ GDP (%) Unemployment Rate (%)
Previgus New Previous  New
Half-year data:
2018 Q4102019 Q2 2.4 2.3 June 2019 3.5 36
2019 Q2 to 2019 Q4 2. 23 December 2019 3.5 3.6
2019 Q4 to 2020 Q2 N.A. 19 June 2020 N.A. 3.5

Farecasters Cut Their Projeclioriv Jor Inflation in 2019

On an annual-average over annual
2020, Both projections were dow|
finished goods is expected to be 1
survey. The forecasters predict PP

CPI I

Previe
Annual-average data:
2018102019 2.3
2019 10 2020 2.2

RESEARCH DEPARTMEN'T

-average basis, CPI inflation is expected to be 1.9 percent in 2019 and 2.0 percent in
wardly revised from the forecasts in the December 2018 Survey. PPI inflation for

3 percent this year, a notable downward revision from 2.5 percent in the previous

! inflation will rise to 2.2 percent for 2020,

flation (%) PP Inflation (%)

pSs New Previous New
19 2.5 1.3
20 2.1 22

FEDERAL RESERVE BANK OF PHILADELPHIA

Ten Independence Mall, Philadelph

a PA IVLICO1ST v waewphiladelphialedaon
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Loywer but Steady rrojecllaris;f: r Short- and Long-Term [nterest Rates

The panelists lowered their foreasts for interest rates on three-month Treasury bills over those of six months ago. At the
end of June 2019, the interest raie on three-month Treasury bills is predicted to be 2.38 percent. The forecasters predict
that the three-mionth rate wili t{e 2.40 percent at the end of December 2019 and hold steady through December 2020,

Accompanying the downward 1
also lower, The interest rate on'1
forecasters predict the 10-year §:
percent at the end of June 2020,

isions to the rate on three-month Treasury bills, the forecasts for the 10-year rate were
-year Treasury bonds is predicted to reach 2.48 percent at the end of June 2019, The
e will rise to 2.69 percent at the end of December 2019 and continue to rise to 2.74
Che 10-year Treasury bond interest rafc is expected to reach 2,75 percent at the end of

December 2020.
3-Month Treasury Bill 10-Year Treasury Bond
Inierest Rate Interest Rate

Pre& ous New Previous New
June 28,2019 280 238 342 2.48
Dec. 31,2019 3.01 2.40 351 2.69
June 30, 2020 N.A. 240 N.A, 2.4
Dec. 31,2020 3.00 240 3.55 275

Nearly Urichanged Long-Term.Qutlook

The forecasters predict that real GDP will grow at an annual average rate of 2.07 percent over the next 10 years,
unchanged from the survey six menths ago. The forecasters now predict that inflation (mneasured by the CPI) will be 2.26
percent annually over the next 10 jyears, nearly the same rate predicted (2.23 percent) in the December 2018 survey.

Forecasters Continue to See Risikig Stock Prices This Year and Next
The panelists predict the S&P 500|index will finish the first half of 2019 at a level of 2860.0. Stock prices aré expected to

rise to 2900.0 at the end of 2019 #hd continue to rise to 2950.0 at the end of June 2020. The iiidéx is forecasted to reach
3042.7 by the end of 2020,

Stotk Prices
S&P $00 Index
Previoks New

June 28,2019 2829.9| 28600
Dec. 31,2019 2900.0| 29000
June 30,2020 NA, 2950.0
Dec. 31,2020 3000.0( 3042.7
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Technical Notes
This survey release reports th¢ median value across the 21 forecasters on the survey's panel,

The Philadelphia Fed's Livingsfan Survey is the oldest survey of economists’ expectations, The survey was started in 1946
by the late cotumnist Joseph A{ Liivingston, It summarizes the forecast of economists from industry, government, banking
and academia. It is published twile a year, in June and December.

To subscribe to the survey, go to fhtips://www philadelphiafed.orp/motifications.

Livingston Survey Partlelpants
S, Anderson Bank of the Wes S. Kuhan Kahan Consuiting Lid,
B. Bovine/S. Panday Standard & Pogr! D. Knop Independent Econemist
M. Brow/W,West  Visa ! ¥, Lam Sim Kee Boon Institute, Singapore
J. Bryson Wells Furgo Sepugitles, LLC D Munaeikov RSQL (University of Michigan)
J. Butkicwiex Unlversity of Dpljware G. Mokrain Huntington Nationst Bank
R, Chase I ke & Policy R tes, Inc. M. Motun Duiwn Cupltut Markels Americu
C. Clirmppnt independent Equipment Cempany F. Nothuf CorcLogic
R. Dhawun Georglu Stote Unlversity C. Rupkey MUEG Unien Bank, N.A.
R. Dletz National Assoclutlon of Home Bubiders B, Schaltkin Conference Bourd
D, Dinas Repional MarketiResearch Strutegies LLC J, Smith Parsec Flanncinl Mage ment, Ine,
M. Englund Aciion Economics| LLC S, Stunlsy Araherst Pierpont Securities
J. Foster U8, Chamber of Commerce B. Wesbury/R, Stein ~ Tirst Trust Advlsors, L.P,
P, Rooper Deutsche Bank Sqcurities M. Zundi Maoody's Analytics
B. Hordgan Loonts, Sayles &iCo.
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LIVINGSTON SURVEY
MAJOR MACROECONOMIC INDICATORS, 2019-2020

QUARTERLY INDICATORS : Q"Tf)‘“" 02T3019 Q4 2019 2018 2019
{percentage changes at annuall rates) Q2 201% Q4 2019 Q:Tgmo 2,5(1)9 T0
H 2020
Real Gross Bomestic Product 2.5 2.3
. ' 1.9 2.8 2.1
Nominal Gross Domeotia Produt 4.0 o
! - . 4,2 4.4 4,2
Nonresidential Fixed Investpylnt =
,{r d 3.3 3.2 3.3 3.9 2.8
Corporate Profite Aftor Taxel,
3.1 2.6 0.3 6.1
. . 1.8
a(aom'uu INDICATORS DECTgOW JUNTZOIQ DEC 2019 2018 2019
percentage changes at annua - T0o TO
noual | rates) JUN 2019 DEC 2019 JuN 2020 2018 2020
Industrial Production ' 1.2 o
T . 0.9 1.6 1,2
Prcdducer Prices - Pinished GJods 31 18 2.1
. U . 1.3 2.2
consumer Price Index (CPY-U) 2.3 2.0 1.7
. . . 1.9 2.0
Average Weekly Barninge in Myg. _3.6 1.3 50
: . . 1.8 3.2
Retail Trade 6.8 4.2
. . 4.1 3.5 4,3
levels of varlables
{ ) JUN 2019 DEC 2019 JUN 2020 2019 2020
Total Private Housing Startg
(annual rate, millionaly ¥.245 1.275 1.288 1,246 1.287
Unemployment Rate
{percent) BeE 3.6 3.5 3.7 3.6
Automobile Sales (incl. foreijn) 4.9
(annual rate, millions . 4.9 4.9 4.9 4.8
FINANCIAL INDICATORS
(levels of variablos at end of [month) JUN 2019 DEC 2019 JUN 2020 DEC 2020
Prime Interest Rate 5.50 5.50
C . 5.50 5.50
10-Year Troasury Rote Yleld 2.48 2,69 2.74
' U . 2.75
3-Month Treasury Bill Rate 2.38 2.40 2.40
* J . 2.40
Stock Prices (S&P500) 2860.0 2900.0 2950.0 3042.7

LONG-TERM OUTLOOK
Average Annual Growth Rate for Ehe Next Ten vears

Real GDP 2.07

Consumer Prico Index 2.26

Source: Research Department,' federal Reserve Bank of Philadelphia, Livingston Survey, June 2019
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LIVINGSTON SURVEY
June 2019

Tables

Note: Data in these “Ibles listed as “actual” are the data that were available to the forecasters when they were sent the survey
questionnaire on May|16; the tables do not reflect subsequent revisions to the data. All forecasts were received on or before
May 31.
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QUARTERLY INDICATORS
1, Real Gross pomestie
(billiona, chaln

2. Neminal Gross Domesti?
($ billions) |

P%cduut
w?thted)
1]

Pyoduct

3. Nonresidential Fixed Ynbestment
(billions, chain weipghted)

4. Corporate Profits Aftqr
{$ billions) |
MONTHLY INDICATORS

5. Industrial Production
(2012=1090)

a

Total Private Housing 84
(annual rate, millioj

7. Producer Prices - PinisH
{index level)

8. Consumer Price Index {CH
{index level)

v-3

Unemployment Rate
{percent)

10. Average weekly Earnings
{$)

Retall Trade
(¢ billjons)

11,

12. Automobile sales {inci,

{(annual rate, million

Taxes

arts
8)
ed Gaods

1-U)

in Mfg,

foreign)
1)

'NUMBER
OF FORE~
CASTERS

21
21
20

15

19

20

21

21

12

13

TABLE ONE
HMAJOR MACROECONOMIC INDICATORS, 2019-2020
MEDIANS oF FORECASTER PREDICTIONS

ACTUAL FORECASTS
2018 04 2019 02 2019 Q4 2020 Q2
18765.3 18989.9  19214,0 19396.4
20865.1  21200.0 21718.9 22168.7
2763.3 2809.2 2854,3 2901.1
2076.2 2107.9 2134.9 2138,0
ACTUAL FORECASTS
DEC 2018 JUN 2019 pEc 2019 Juy 2020
110.6 109.9 111.0 111.5
1,142 1.245 1.275 1.288
203.9 207.0 208,8 211.0
252.7 255.6 258,2 260.4
3.9 3.6 3.6 3.5
936.8 920.0 ' 935,12 949.0
503,3 520.1 530.9 541,8
5.2 4.9 4.9 4,9

Docket No. 19-057-02
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ACTUAL FORECASTS
2018 2019 2020
18566.5 19056.5 19447.8
204%4.1 21395.4 22290,0
2713.6  2818.3 2917.g
2031.4 2115.4 2147.8

ACTUAL . FORECASTS
2018 2019 2020
108.6 110.4 111,7
1.259 1.24¢ 1.287
204,1 206.7 211,3
251.1 256.0 261.1

3,9 3.7 3.6
908.0 924.5 9$54.4
503.4 521.0 543,2
5.3 4.9 4.8
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INTERESYT RATES & STOCK PRICEf
{end of pexiad)

13. Prime Intorest Rate
(Percent)

14. 10-Year Treaguxy Note ¥d
{pexcent)

15. 3-Month Txeasuxy Bill Ra
{pexcent)

16. Stock Prices (S&P500)
{index level)

Souxce: Research Department

eld 20
te 21
11
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TABLE ONE (CONTINUED)

ACTUAL FORECASTS
DEC 2018 JUN 2019 DEC 2019 JUN 2020 DEC 2020

5.50 5,50 5.50 5.50 5,50
2,69 248 2.69 2.74 2.75
2.40 238 2.40 2.40 2,40

2506.9 2860.0 2900.0 2950.0 3042.7

; Federal Reserve Bank of Philadelphla, Livingston Survey, June 2019
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QUARTERLY INDICATORS .
1. Real Gross Domestic gHrhquct
2. Nominal Grosge Domestﬂc Product
3. Wonresidentia) Fixveq Ihvestment

4+ Corporate Profites After Taxas

MONTHLY INDICATORS !
5. Industria) Production

6. Total private Houging ‘Skartg

~

Producer prices - Fini§1ed Goods
8. consumer price Index (cpr-u)

S. Unemployment Rate
10. Average Weekly Barnings |in mMfg,
1l. Retail grade

12

Automobile Sales {incl. foreign)

NUMBER
OF FORE-
CASTERS

21

21

20

15

i9
20
15
21

21

12

13

TABLE TWO
MAJOR HACROECcONOMIC INDICATORS, 2019.202¢
PERCENTAGE CHANGES AT ANNUAL RATES

Q4 2018 02 2015 Q4 2019 2018
T0 T0 TQ
Q2 2019 4 2019 Q2 2020 2019

2.5 2,3 1.9 2.6

4.0 4.2 4.2 9.4

3.3 3.2 3.3 3.9

3.1 2.8 0.3 4.1

DEC 2018 JUN 2019 DEC 2019 2018
TC T0 TO TO
JUN 2019 prc 2019 JUN 2020 2019
~1.2 2,0 0.9 1.6
0.103 0.030 0.013 -0.004
3.1 1.8 2.1 1.3

2.3 2.0 1.7 1.9
~0.3 0.0 ~0.1 ~0.2
-3.6 3.3 3.0 1.8
6.8 4.2 4.1 3.5
~0.3 0.0 0,0 ~0.4
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L5

2019
2020
1.2

0.041
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DEC 2018 JUN 2019 DEC 2019 JUN 2020
70 TO TO TO

INTEREST RATES & STOCK PRICEE JUN 2019 DEC 2019 JUN 2020 DEC 2020
13, Prime Interest Rate 19 6.00 0.00 0,00 0.00
4. 10-Year Treasury Nota Yfield 20 =0.21 0.21 0.06 0.01
15, 3-Month Treua&ry Bill Rhte 21 ~0.02 ¢.02 0.00 6.00
16. Stock Prices (S&PSDU) ) 11 38.2 2.8 3.5 6.4

Notet Figures for housing starts, unemployment rate, auto sales, prime Iinterest rate, 30-year Treasury boad,
and 90-day Treasury bill are changes in levels. All others are percentage changes at annual rates.

| R
Source: Reseaxch Departmeft, Faderal Reserve Bank of Philadelphia, Livingston Survey, June 2019
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e
Source: Research Depart

TABLE THREE

LONG-TERM ({10 YEAR) FORECASTS

SERIES: CPI Inflation Rate

STATISTIC

Hinimum 1.90
Lower Quavtile 2,10
Median 2.26
Uppor Quartile 2.36
Maximum 2,60
Mean 2,22
Std. Deviation 0.20
N. 18
Missing 3

SERIES: Real GDP

STATISTIC

Minimom 1.60
Lower Quartile 1.80
Median 2.07
Upper Quartile 2.20
Maximum 2.80
Mean 2,06
Std. peviation 0.28
N ig
Missing 3

i i 20189
lent, Fedexal Reserve Bank of Philadelphia, Livingston Survey, Jgne

Docket No. 19-057-02
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Hadaway Workipapers (RRA) Page 14

I
ar

2 : ) 3 N vt } . |
' H0.MONTGOMERY STREET, |.JERSEY CITY, NEW JERSEY, 07302 (201)433.5‘355?: o, s 8

v S

\,,"..

MAJOR RATE CASE DhC}bXONS-—JANUARY 1994 - DLCLM.B R 1993 \
-:bUP“LEleALbﬁ}"DY L _‘I*' o

- |

In comunchon thh the prupm'&tldn of the Regulafory bmdy em:tlsd Mﬁi_o_ﬂ.ﬂrs L&&Jﬁion&'

. 5, which will be distributed laitr this momh RRA has prepated.a, % |
chronological lsting of all cases in that"study for the years 1994, and 1995, by type ofuil tj{ scwlca These
listinga, with key data. conc eming. eadh Giijie, Rppear on peges 7 thruugh ]3 of this Suppl
Tebles sujnmdzmg cases decided.in the last eleven years appearon pages 2.and 3, and : |
simarizigg the authorized equity returng in the last ten years appear on pages 4 throughil6, The verage '
equity rem‘r vauthorized for electric utllities in 1995 nppzo)dn‘ﬂﬂled 11.6%, up frdm the 11|3% average of 1
1994, The
numbtr of fgle cases declded for electric utilities in 1995 was bp about 8% from 1994’s Teyel, while the |
number of das cases declined 26% from 1994°s level, Faor the tclcphmm industry, the auth_»nzcd average |
equity reiurh was spproximately 12.1% in 1995, up from-11:8%in 1994; Equity returng yyere cstabhshed
In rela:weiy sw telephone cases in recent years, limiting the u&eﬁ;lness of the telephonc uV r

'ragcs

Thc:
date-showin
nuthc»nzcc!

wdividual electrlc, 889, und telephone cases on pages 7 through 13 are listed W th the decision |
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credxt balances at the overall rate of‘ return, an nstensk follows the number
tha month and ycar in which (hc adopmd test year ended‘ whether the cor

orcered prior' 9 the dalcl. andl in Sevetwl instances uudmonal‘ rate changes Were ordered at a lter datc as
atirition o set ¢ for varjOus other reasons, Eug, ment ¢lpuse hange ted 0 thig
study, ) ! ' | RIET

The mb‘l on page 2 shows the aver.sge retum on equity, annually since 1983 and by gpiiter singe
1990, for the major eiectric, gas; and telephone rate decigions, followed by the number of obs watxuns in
euch pc'dod '41:\;:% tables on page 3 show the composite electric, gas, and telephone industry d ta for all the
items shown in the chronology of this and earlier reports, summarized annually since 1985 an py quarter

for the past, clght|quarters, The graphs on puges 4 and 5 show the avérage authorized equity fefums for
the: three industry| groups.

(Text continued on page 6)

aversge equity return authorized ges uiilities BpproXim ated 11.4% in both-1995 and 1994. The| o

i
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Hadaway War RRA) Pade 15
Elsctrie Uilles-Summsry Table®
- ROR ROE o ae%
i T T 40,08 vwv {ee)
Eulived g .93 (4% 41.28 (48) 0190 (62
e e 1208 4164 (47) 863 (60) '
Fuill Yoar 10,78 {49) sagn y A
Puil Yaas 10.64 (%4 i mg;{ \44.-%% 1;;&&;
Ay e Mg 42,42 (40) 1[676.4 (46)
e plodry ’z/m«y 43,80 (44) * alor1s (s9) -
iy }w'w :Lg(:gf 44,69 (44 119882 (51
- 001 2.0 2 e 91
;’tﬁlzﬁ z 11,41 (32) 47.40 ; H@M (44‘
181 Quarter 8.2l () 11.20(10] 42,69 () 347 (g)
2nd Garier 892 (5) 143 (5) 4132 () gg; {8
3rd Quastsr 10990 (1) 1275 (i) 4885 (1) S 1(3 |
4h Quanist 0.41.(15) 1141 (19), _M __pe73(i9) .
For Year 028 (30) - LT E) .55 (30} T 1|169(40)
1% Quaitst 9.56 (8) 1198 (9) 4339 (8) . 4509 (8)
2nd Quartar §34" (@) 1.8 (9_) 4420 (8) oo {11
3rd Quanter 084 (5 RESU 5050 ) ) i‘ﬁ-a (i
4th guartes 941, (9) 1153 (19) 42,8 :(5) w442 (19)
FUl Veor $44(30) 11,85 (33) 4590 (30) . _4}55".5"(43' T‘
GQax tiliitlse=Sunymary Table®
"l il Year 11.63-(38), 14,75 (34) 45.88 (37)
. t;:wry..a; 1434 (28) 1348 €25) 48,09 (24) C e
LRl e 10.80 (28] 1274 () 48,24 (25)
" Fuil Your 10.45 (28) 12.85 (31} 4582 27)
Full Year 10.85 (31 12.68 (31) 47.62 (1)
Fuil Year 10,07 (30) 12,67 (31) 47.21 (29},
Full Year 10.52 (¢5) 12,46 (35 47.19 (99)
Full Year 10110 (29) 12.01 (29) 48.64 (27)
, Full Yéor .44 (41} 14,35 (45) 48.16 (41)
et Quarter 028 (0) L LR (§ 44,75 (9)
2Znd Quarter .20 (5 1081 (S} | 60.08 (5)
S¢d Quartor 9-3:; (\1 ;;ﬁ-ss (-(g) ;8.%1!1 d s;
4h Quarter 9,67 (18 y B4 (ig)"
Fuil Yoar "FFJ_ T92) vt T1.95728) AR
15t Qusrier ~ {0 — 0] . L= (0)
2nd Quariai 926 (1) 100 (1) 39.85 (1)
3rd) Quarior 848 (3} 1907 (3) §53.69 (9)
4h Quansi, 0.71 (12} 11,6 (12) 49,90 (11}
Lm{ Full Yoar 8.04 (16) 1.43 (1) 49,98 (15)
' Talephone Willtles—Summany TibiEs
1985]  Full Yedr 11,78 (40) 14,59 {40) 53.85 (40) 1.018.4 (43)
108g|  Full Yoo 11,45 (19) 13,09 (18 63.41 (15) 249, (;3)
1067|  Full Your , 10,74 (i1) 12.95 (13) 85,83 (9} 374.8(10)
1988| Fol Yoar 10,04 (10) 13,13 (33) 54,94 (10] YR
1980 | Full Yo 10,80 (14) 12,97 (15) 54.12 (14) 779.9|(20]
1000 | Fuyll Yaus 10.30 (¢) 1201 (0) 53.60 (8) 42:413)
1994 | FUll Yoar -10.85(17) 12,89 (16) 65.67 (15) 17.820)
{992 | Full Yoar 10,04 (0# 1227 {7 $1.39 (6 . +252.013)
1993 | Fuil Year 10,26 (12} 11.83 (12) $6.45 (12 198.1 {12
10941 | {1 Quastor 940 (4) 1105 () 5145 (3) 286 |3)
2nd Quaster 10.81 (3) 12,48 (3) 121 (3) 4.8 (3
3rd Quaster — (O). — {0j .= {0 4.0 |y
4th Quarter 9.90 (3) 11.89 (5 .59.00 (s) . T 2002 Y7
1004 | Full Yoar £,01 (12) 11.81 (1) 57.46(11) “236.6 (
1995 |13l Quarter - - 9 - (0) - oi
Quarter 832 (4) 184 (4) 50,85 (4) ~573
310 Quarier 1025 (1) 1250 (1) - (0) 4042 @)
‘Ath Quarter 103t () 1225 (3) 60,60 (I} 1880
| 1999 fu‘n Yoar 881 (8) 1208 (8) 6502 (7 ~348.4 (3 5)‘

* Number

obsarvattons exch period Indicated in patenthases,
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MAJOR RATE CASE DECISIONS--CALENDAR 2010

The average return on equity (ROE) authorized electric utilities in 2010 approxim
cOmpared to 10.5% In 2009, There were 59 electric ROE determinations in 2010, up sub
in 2009, The aver
2009, There wer
in these averagé
Consclidated Edj
simpie mean for

Is a Sept. 16, 2010, New York Public Service Commission decision autl

on of New York's steam operations a 9.6% ROE. We note that this repg
he return averages.

After reaching a low in the early-2000’s, the number of rate case declsions fq

companies has generally increased over the last several years. There were 124 elect] |

decisions In 2010, versus 95 in 2009, and only 32 back in 2001. Increased costs, ind
environmental cgmpliarce expenditures, the need for generation and dellvery infrast
and expansion, renewable generatlon mandates, and higher employee benefit costs
continuation of the Increased level of rate case activity over the next few years.

We note that electric Industry restructuring In certain states has led to the un
and retail compellition for generation. Commissions In those states are now authoriz
requirement and return parameters for delivery operations only (which we footnote |
beginning on page 5), thus complicating historical data comparabllity. We also note {
helghtened! business risk associated with the sluggish economy may have increased
costs, higher aveilage authorized ROEs did not materialize in 2010 or in 2009. In fact
authorized ROES‘;IJ ave declined slightly over the last two years, and some state comr
cited customer heydship as a slgnificant factor influencing their equity return authori:

The table oh page 2 shows the average ROE authorized in major electric and gas

annually since 199§, and by quarter since 2004, followed by the number of observations
The tables on page

annually since 1997
decided In 2010 ai

orcler was issued) shown flrst, followed by the company name, the abbrevlatlon for tI

the decision, the apthorized rate of return (ROR), return on equity (ROE), and percer

equity in the adopt
year ended, wheth

er the commission utilized an average or a year-end rate base, an

j
the permanent rat@ change authorized, The dollar amounts represent the permanent

ordered at the time decisions were rendered. Fuel adjustment clause rate changes ar|
this study. We not% that the cases and averages included in this study may be slighti
those tn our onlinelrate case history database, with any differences Ilkely the result o
inclusion of ROE deferminations that are rendered in cost-of-capital-only proceedings

{Text continued

age ROE authorized gas utilities approximated 10.1% in 2010, compared to 10.2% i
36 gas cases that included an ROE determination in 2010, and 29 in 2009. Not included -

horlzing

3 show the compaosite electric and gas industry data for alt major casg
7 and by quarter for the past elght quarters. The individual electric ar
e listed on pages 5-9, with the decision date (generally the date ol
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January 7, 2001

ated 10.3%

stantially from 39

rt utilizes the

rienergy
ric and gas rate
lding
ructure upgrades
argue for a

bundling of raties
hg revenue
N our chronology
hat while the
Corporate capltal
saverage
|ssions have
ations.

Fate decisions

n each period.
s summarized
d gas cases

n which the fina
e state issulng
tage of common

ed capital structure. Next we show the month and year in which tié adopted tes;t'l

i:the amount of
rate change

i not reflected In
ydifferent from !
fithis study's
i‘n California. ;

é)n page 4.)
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Average. Equity. Returas Authorized January 1990 - December 2010

Electric Utilities

Gas Utilitles

eat Pariod ROE % (# Cases) ROE % (# Cases) _

Jilgelo Full Year 1270 (44) 12.67  (31)
1991 Full Year 12,55  (45) 12,46  (35)
1992 Fult Year 12.09 (48) 12,01 (29)
1P93 Full Year 11.41 (32) 11.35 (45)
1894 Full Year 1134 (31) 11.35  (28)
1995 Full Year 11.55 (33) 11.43 (16)
1996 Full Year 1139 (22) 11,19 (20)
1997 Full Year 11.40  (11) 1126 (13)
1998 Full Year 11.66  (10) 11,51 (10)
1909 Full Year 1077 (20) 10.66  (9)
00 Full Year 1143 (12) 1.3 (12)
201 Full Year 1108 (18) 1095  (7)
2q02 Full Year 11.16  (22) 11.03  (21)
2003 Full Year 10.97 (22) 10.99 (25)
1st Quarter 11.00 (3) 11.10 (4)

2nd Quarter 10.54 (6) 10.25 (2)

3rd Quarter 10.33 (2) 10.37 (8)

4th Quarter 10.91 (8) 10.66 (6)

2004 Full Year 10.75 (19) 10.59 (20)
1st Quarter 10.51 (7) 10.65 (2)

2nd Quarter 10,05 (7) 10.54 (5)

3rd Quarter 10.84 (4) 10,47 (5)

4th Quarter 10.75 (11) 10.40 (14)

2005 Full Year 10.54  (29) 10.46  (26)
1st Quarter 10.38 (3) 10.63 (6)

2nd Quarter 10.68  (6) 10.50 (2)

3rd Quarter 10.06 (7) 10.45 (3)

4th Quarter 10.39 (10) 10.14 (5)

200 Full Year 10.36 (26) 10.43 (16)
1st Quarter 10,27 (8) 10.44 (10)

2nd Quarter 10.27 (11) 10.12 (4)

3rd Quarter 1002 (4) 10.03 (8)

4t Quarter 10.56 (16) 10.27 (15)

2007 Full Year 10.36  (39) 10.24  (37)
1st Quarter 10.45 (10) 10.38 (7)

2nd Quarter 10.57 (8) 10.17 (3)

3rd Quarter 10.47 (11) 10.49 (7)

4th Quarter 10.33 (&) 10,34 (13)

2008 Full Year 10.46 (37) 10.37 (30)
1st Quarter 10.29 (9) 10.24  (4)

2nd Quarter 10.55 (10) 10.11 (8)

3rd Quarter 10.46 (3) 9.88 (2)

4th Quarter 10.54 (17) 10,27 (15)
2009 Full Year 10,48 (39) 10.19 (29)
1st Quarter 10.66 (17) 10.24 (9)

2nd Quarter 10.08  (14) 9.99  (11)

3rd Quarter 1026 (11) 9.93 (4)

4th Quarter 10,30 (17) 10.09  (12)

2010 Full Year 10.34 (59). 10.08 (36)

RRA
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1997
1958
1999
2000
2001
2602
2003
2004
2005
2006
2007
2008

2009

2010

1997
1998
1992
200C¢
2001
2002
2003
2004
2005
2006
2007
2008

2009

2010

lectric Utilities--Summary Tgbie
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| EqQ. as % A ni:,

!;%.leg ROR Y (# Casgs) ROE Y% (# Coses) Cap.Strug: (# Cases) & Mil. {# Cases)
Tl Year 9.18 (12) 11.60 (11) aB.79 (11) -55R.3 (33)
FUll Year 9.44  (9) 1166 (10) 46.14  (8) 42p.3  (31)
Eu‘l Year 8,81 (1B} 10.77  (20) 45.08  (17) -1,660.8 (30)
ﬁu'li Yaar 9,20 (12) 1143 (12 48.85  (12) 2914 (34)
Full Year 893 (19) 1105 (18) 47.20 (13) 12 (21)
Puf Year 8,72  (20) 11,16 (22) 46.27  (19) -475.4  (24)
Full Year 8.86  (20) 10,97  (22) 49.41  (19) 3158 (12)
Full Year 8.44 (18) 1075 (19) 46.84  (17) 1,091,656  (30)
Ful| Year 830 (26) 10.54  (29) 46,73  (27) 1,378.9  (36)
Full vear 824 (24) 1036 (26) 48.67  (23) 1,963.0  (42)
Full Year 8,22 (38 10,36 (39) 48.01  (37) 1,401.6  (46)
Fulll Year 8.25 (35) 10,46  (37) 48,41 (33) 2,899.4  (42)
1st Quarter 8,19 @) ! 10.29 (9) 48.52 (8) 854.0  (14)
2nd|Quarter 8.05  (9) 10,55 (10) 47.66 (9) 1,4240 (17)
3rd Quarter 8.48 &) 10.46 (3) 47.20 (3) 317.1 2]
4th uarter 8.30  (18) 10.54 (17} 4941  (17) 1,593.2  (20)
Full frear 8.23  (38] 10.48  (39) 48.61  (37) 4,1954.3  (58)
1st trguarter © 795 (17) 10.66  (17) 48.36  (16) 2,010  (19)
2nd Quarter 7.95 (15} 10.08  (149) 47,07  (13) 9345  (19)
3rd Quarter 8.i6  (i2) 10.26  (11) 49,52 (11) 7316  (18)
4th Quarter 7.95  (i5) 1030 (i?) 49.00  (14) 1,666.6  (20)
Full ¥ear 7.99  (59) 10.34  (59) 48.45  (54) 5,3447  (76)

Gas Utilitles--Summary Jabie*
Eq. as % Ar ty:

Peridd ROR % (# Cases) ROE % (i Cases) Struc. {# Cases 3 M)l (# Cases)
Full Ypar 9.13 (13} C1L29 (13) 47,786  (11) -82ls  (21)
Full Yhar 9.46  (10) 11,51 (10) 49.50  (10) 93|  (20)
Full Year 8.86  (9) 10,66  (9) 49.06  (9) s1for (14)
Full Year 9.33  (13) 1139 (12) 48,59  (12) 13519 (20)
Full Yliar 8,51 (6) 10.95  (7) 43,96  (5) 1140 (11)
Full vdar 8.80 (20 1103 (21) 48.29  (18) 303f6 . (26)
Full Yi‘ar 8.75 (22§ 10,99 (25) 49,93  (22) 2600, (30)
Full Year 834  (21) 10.59 (20) 45.90  (20) 303[5°  (31)
Full Y 8.25  (29) 10.46  (26) 48,66  (24) asgla.  (34)
Full Yepr 8.51  (16) 10.43  (16) 47,43  (16) 4440,  (25)
Full Yehr 8.12 (32} 10.24  (37) 48.37  (30) 8134  (48)
Full Yebr 8.48  (30) 10,37 (30) 50.47  (30) 8848  (41)
1st Quéirter 8,11 (5) 10,24 (4) 44.97  (4) 1626 (7)
2nd Quarter 8.05 (7} 10,11 (8) 48.84 (7) 92,51  (8)
3rd Quiirter 8.30 () 9.88  (2) 51.00  (2) 19.p (4)
4th Quarter 8.19  (i4) 10,27  (15) 49.35  (15) 195" (18)
Full Yeqr 8.15  (28) 1019 (29) 48,72  (28) 475.0. (37)
1st Quayter 8.20  (10) 10,24 (9) 50.27 (9) 172.8] ()
2nd Quarter 7.80  (11) 9,99 (11) 46.31  (11) 230.p.  (12)
3rd Quayter 8.13 (&) 9.93 (4) 49,00 (4) 250.5'  (10)
4th Quafter 7.8 (12) 10.09  (12) 49.60  (13) 13,81 (19)
Full Year 795 (37) 10.08  (36) 48,72  (37) 811.4 (48)

* Number of observhtions I each perlod Indicated In parentheses;
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combined, by yeqr, for the last 21 years. As the table reveals, since 1990 the authorized RO#s have gene alty
trended downwar, reflecting the significant decline in interest rates that has occurred over thls time framb.
The combined ay¢rage equity returns authorized for electric and gas utilities in each of the ygdrs 1990 thy ugh
2010, and the nbmber of observations for each year are as follows:!

The table below tracks the average equity return authorized for all electric and gas rjte cases ’L

1990 12.60%  (75) 2000 11.41% (24

)

1991 12,51 (80) 2001 11.05 (29
1992 12.06 (77) 2002 11.10 (43)
1993 11.37 (77) 2003 10.98 (47)
1994 11.34 (59) 2004 10.67 (39)
1995 1151 (a) 2005 10.50 (s
1996 11.29 (42) 2006 10.39 (43)
1997 11.34 (24) 2007 10.30 (7€)
1998 11,59 (20) . 2008 10.42 (67)
1999 10.74 (29) 2009 10.36 (69)
2010 10.24 (95):

Dennls Sperduto
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Forecasters Predict Declining G
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Release Date: June 7, 2019

vowth and Steady Uniemployment

The participants in the June Li vingston Survey predict slightly higher output growth for the first half of 2019 than they did

in the December survey. The fort
project that the economy's outpu
upward revision from the predicti
expected {o fall to an annual rate
rate of 1.9 percent in the first hali

The forecasters see the unemploy
revised upward from those of the
percent in June 2019 and in Dece

casters, who are surveyed by the Federal Reserve Bank of Philadelphia twice a year,
(real GDP) will rise at an annual rate of 2.5 percent during the first haif of 2019, an
on of 2.4 percent in the December 2018 survey, Growth in the second half of 2019 is

pf 2.3 percent, unchanged from the previous survey, Growth will fall further to an annual
of 2020.

ment rate holding nearly steady over the next year, but their projections have been
December 2018 survey. The forecasters predict that the unemployment rate witl be 3.6
mber 2019, The unemployment rate is expected to be 3.5 percent in June 2020,

Growth Rate of
Reu{ GDP (%) Unemployment Rate (%)
Previdus New Previous  New
Half-year data:
2018 Q4 t0 2019 Q2 2.4 25 June 2019 3.5 3.6
2019 Q2 t0 2019 Q4 21 23 December 2019 3.5 36
2019 Q4102020 Q2 N.A&, 19 June 2020 N.A. 3.5

Forecasters Cut Their Projections for Inflation in 2019

On an annual-average over annual
2020. Both projections were dowt
finished goods is expected to be 1
survey. The forecasters predict PP

CPI Ir

Previg
Annual-average data;
201802019 2.3
2019 to 2020 2.2

RESEARCH DEPARTMEN"

-average basis, CPI inflation is expected to be 1.9 percent in 2019 and 2.0 percent in
wardly revised from the forecasts in the December 2018 Survey. PPlinflation for

3 percent this year, a notable downward revision from 2.5 percent in the previous

[ inflation will rise to 2.2 percent for 2020,

flation (%) PPl Inflation (%)

s New Previous New
19 2.5 1.3
20 2.1 22

FEDERAL RESERVE BANK OF PHILADELPHIA

Ten Independence Matl, Philndelphi

q, PAT91C0L 15T ¢ wwewphatadelphiatedaag
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Lower but Steady Profections
The panelists lowered their fo
end of June 2019, the interest 1a

that the three-month rate will be[2.40 perc

Accompanying the downward ¢
also lower, The lnterest rate on!1
forecasters predict the 10
percent at the end of Jun
December 2020,

on three

3-Month Treasury Bill

Inlerest Rate
Precx s New
June 28,2019 Z.EO 238
Dec. 31,2019 3.01 2,40
June 30, 2020 N.A. 2.40
Dec. 31,2020 300 240

Nearly Unchanged Long-Termi(]
The forecasters predict that real G
unchanged from the survey six md
percent annually over the next 10

Forecasters Continue to See Risil
The panelists predict the S&P 5Q0
rise to 2900.0 at the end of 2019 a

3042.7 by the end of 2020,
Sto
S&P
Previo
June 28,2019 2829.9
Dec. 31,2019 2900.0
June 30, 2020 NaA,
Dec. 31,2020 3000.0

utlook

DP will grow at an annual avera
nths ago. The forecasters now p

years, nearly the same rate predi

-month Treasury bills i predicted to be 2,38
ent at the end of December 2019 and hold ste

isions to the rate on three-month Treasury
-year Treasury bonds is predicted to req
-year e will rise to 2.69 percent at the end of
e 2020, The 10-year Treasury bond interest rate
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ifor Short- and Long-Term Interest Rates
edasts for interest rates on three-month Treasur

y bills over those of six months ago, At the
percent. The forecasters predict

ady through December 2020,

bills, the forecasts for the 10-year rate were
ch 2.48 percent at the end of June 2019, The
December 2019 and continue to rise to 2.74

is expected (o reach 2,75 petcent at the end of

10-Year Treasury Bond
Interest Rate

Previous New
3.42 248
3.51 2,69

N.A. 2.74
3.55 2,75

ge rate of 2,07 percent over the next 10 years,
redict that inflation (measured by the CPI) will be 2.26
cted (2.23 percent) in the December 2018 survey,

18 Stock Prices This Year and Next

id continue to rise to 2950,0 at t

°k Prices
500 Index
S New

2860.0
25000
2950.0
3042.7

index will finish the first half of 20

19 at a level of 2860.0. Stock prices are expected to

he end of June 2020. The index is forecasted to reach
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Technical Notes
This survey release reports thg median value across the 21 forecasters on the survey’s panel,

‘The Philadelphia Fed’s Livingsfdn Survey is the oldest survey of economists’ expectations, The survey was started in 1946
by the late columnist Joseph A Livingston. It summarizes the forecast of economists from industry, government, banking
and academia. It is published twife a year, in June and December.

To subseribe to the survey, go to |https://www .philadelphiafed.org/notifications,

Livingston Survey Purticlpants
S, Anderson Bunk of the Wast S. Kohun Kahan Consulting Ltd,
B. Bovina/S. Pundoy Stundard & PaQry D, Knop Independent Economist
M. BrowvW.West  Visa ’ 1. Lam Sim Kee Boon Institute, Singapon:
J. Bryson Wells Furgo Sepusities, LLC D. Manaenkov RSQL (University of Michigan)
J. Butkle wice University of D¢ lfvare G, Mokraan Huntington Nationul Bunk
R, Chasc e ke & Paliek R tes, Inc, M.Morun Daiwu Capltal Markets Asrerica
C.Clrappu Indeperdount EQuibaxnt Cormnpany T, Nothaft CoreLoglc
R. Diuswun Georglu State Unlversity C. Rupkey MUL'G Unfon Bunk, N.A.
R.Dietz Natlonal Assochujon of Home Budlders B. Sehaitkln Cunference Board
D. Dlnay Regionn} Market [Research Strutegles LLC J. Smith Pursec Flnunclnl Management, Iac,
M. Lnghmd Action conomics | LLC S.Stanley Arpherst Plerpont Securitivs
J. Faster U.S, Chumber of ommerve B, Weshury/R. Stein  First ‘Frust Advlsors, L.P.
1. Hooper Deutsche Bank Sqcuritles M, Zundi Moody's Analytics
B. Horrdgan Loonis, Saylvs &[Co.
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QUNRTERLY INDICATORS 1
{percentage Changes at annu?l
Real Gross Domestio Pxoduoé
Nominal Cross Domootig Produp
Nonresidential Pixod Inveuémﬂ

Corporate Profitn Aftor Ta%eu

HONTHLY INDICATORS

rates)

(percentage changea at annual |rates)

Industrial Production

Producer Prices - Finished Gdods

Consumer Price rndex {cpr-u)

Average Weekly Earnings in titg,

Retall Trade

(levels of variables)

Total Private Houelng Startg

(annual xatae, millions)

Unemployment Rate
{percent)

Automobile Sales {incl, forsi
tannual rate, mfllions
FINANCIAL INDICATORS
(levels of variables at end of
Prime Interest nate
10-Year Treasury Note Yield
3~Month Treasury 8111 Rate
Stock Prices {85P500)
LONG~TERNM OUTLOOK
Average Aanual Growth Rate for

Real GDP 2,07
Consumer Prico Index 2.26

Source: Research Depaxtment,’ i

gn)

month)

LIVINGSTON SURVEY

Q4 2018 g2 2019
10 T

02 2019
2.5 2.3
4.0 4,2
3.3 3.2
3.1 2.6

HMAJOR MACROECONOMIC INDICATORS, 2015

Q4 2019

0 TO
Q4 2019 2 2020

1.9
4,2
3.3
0.3

DEC 2018 guN 2019 DEC 2019
T0 by

0
JUN 2019 DBC 2019 guy

~1,2

2.0

TC
2020

0.9

2.1

JUN 2019 DEC 2015 guy 2020

1,245

3.6

4.9

JUN 2019 DEC 2019 gun 2020 DpEC 2020

5.50

Ehe Next Ten vears

1,275

3.6

4.9

ederal Reserve Bank of Philadelphia,

1,268

3.5

4.9

5.50
2.74
2,40

2950.0

=2020

2018
TO
2019

2018
TO
2019

2018

1.24¢

3.7

4.9

5.50
2.75
2.40

3042,7

201¢
70
2020

2019
TO0
2020

2020

1.287

3.6

Livingston Survey, June 2019
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LIVINGSTON SURVEY
June 2019

Tables

Note: Data in these “Ibles listed as “actual” are the data that were available to the forecasters when they were sent the survey
questionnaire on May|{16; the tables do not reflect subsequent revisions to the data. All forecasts were received on or before
May 31.
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TABLE ONE
MAJOR MACROECONOMYC INDICATORS, 2019-2020
MEDIANS op FORECASTER PREDICTIONS

'NUMBER

. OF FORE~ ACTURAL, FORECASTS ACTUAL FORECASTS
QUARTERLY INDICATORS ! CASTERS 2018 Q4 2019 Q2 2019 Q4 2020 Q2 2018 2019 2020
1. Real Gross pomestic pedduct 21 107653 18993.9  19214,0  19396,4 18566.5 19056,5 19447.§
(billions, chain w?ighted)
2. Nominal Grosg Domestia Produet 21 20865.1  21280,0 21718.3  22168.7 204%4,1 21395.4 22250, 0
(¢ billions) T
t
3. Nonrresidentigl Fixed nvestment 20 2763.3 2809.2 2854.3 2901.,1 2713,6 2818,3 2917.8
(billions, chain waighted)
4. Corporate Profite Aftér Taxes 15 2076.2 2107.9 2134.9 2136,0 2031.4 2115.4 2147.8
{$ billions) |
‘ ACTUAL FORECASTS ACTUAL . FORECASTS
MONTHLY INDICATORS : DEC 2018 JUN 2019 pre 2019 JUN 2020 201a 2019 2020
5. Industyrial Production ! 19 110,6 109.9 111.0 111.5 108,6 110.4 111,72
(2012=100)
6. Total Private Housing Siarts 28 1,142 1.245 1.275 1,288 1.250 1.246 1.287
(annual rate, millions)
7. Producer Prices - FinisHed Goods 15 203.9 207.0 208.8 211.0 204.1 206.7 211,
(index level)
8. Consumer Price Index (GHI-U) 21 252.7 255,6 258,2 260.4 251.1 256.,0 261,1
{index level)
9. Unemployment Rate 21 3.9 3.6 3.6 3.5 3.9 3.7 3.6
{percent) f
10. average weekly Larnings n MEg, 7 936.8 920.0 ' 935.1 949.,0 908.0  924.5  g54,4
($)
11. Retail Trade 12 503,3 520.1 530.9 541.8 503.4 521,0 543,2
($ billiong)
12, Automobile Sales {incl, foreign) 13 5.2 4.9 4.9 4.9 5.3 4.9 4.8

{annual rate, milliong)
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TABLE ONE (CONTINUED)

ACTUAL FORECASTS

INTEREST RATES & STQCK PRI&E%
PPl o DEC 2018 JUN 2019 DEC 2013 JuN 2020 DEC 2020
13. Prime Interest Rate 19 5.50
s ' 3,50 5,50 §.50 5.50
14. 10-Year Txeasuxy Noke Yield
e L 20 2,69 2,48 2.69 Z.74 2.75
15. 3.Month Treasury Blil Rdt |
Pt Rdte 21 2,40 2430 2.40 2.40 2.40 ;
16. Stock Prices
oc 1 (S&P500) . 1 2506,9 2860.0 2909.0 2950.0 3042.7

(index level)

Source: Research Departmenl, Federal Reserve Bank of Philadelphia, Livingston Survey, June 2019
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TABLE TwO
MAJOR MACROECONOMIC INDICATORS, 2019-2 020
PERCENTAGE CHANGES AT ANNUAT, RATES

j NUMBER Q4 2018 Q2 2019 Q4 2019 2018 2019

’ I OF FORE- TO 70 TO TQ TO

QUARTERILY INDICATORS | CASTERS Q2 2019 o4 2018 Q2 2020 2019 2020
%+ Real Gross Domestiq Hxbduct 21 2.5 2,3 1.9 2.6 2.1
2. NORinal Grogg Domesti:ic Product 21 4,0 4.2 1.2 4.4 4.2
3. Nonresidential Fixed Ifiveatment 20 3.3 3.2 3.3 3,9 3.5
4. Corporate Profits artps Taxeg 15 3.1 2.6 0.3 4.1 1,5
DEC 2018 JuN 2015 pgc 2019 2018 2019

. TO 70 70 70 TO

MONTHLY INDICATORS JUN 2019 pEC 2019 Jun 2020 2019 2020
5. Industrial Production 19 -1.2 2.0 0.9 1.6 1.2
6. Total private Houging :Starts 20 0,103 6.030 0,013 -0.004 0.041
7. Producer rrices - rinished Goods 15 3.1 1.8 2.1 1.3 2.2
8. Consumer price Index (CPI-u) 21 2.3 2,0 1.7 1.9 2.0
9. Unemployment Rate 21 -0.3 0.0 ~0.1 ~0.2 ~0.1
10. Average Weekly Barnings |in Mfg, 7 =3.6 3.3 3.0 1.8 3.2
11, Retail Trade 2 6.8 4.2 4.1 3.5 4.3
12. Automobile sales {incl. |foreign) 13 -0.3 0.0 0.0 -0.4 ~0,1
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DEC 2018 JuN 2019 DEC 2019 JUN 2020
; To T0 TO TO
INTEREST RATES & STOCK PRICEE JUN 2019 DEC 2019 JUN 2020 DEC 2020
13. Prime Interest Rate 19 0.00 0.00 0.00 0.00
4. 10-Year Treasury Nota Yfeld 20 -0.21 0.21 0.06 0,01
15, 3-Month Treasury Bill Ripte 21 ~0,02 0.02 0.00 0.00
16, Stock Pricos (8aPS00) 1 30.2 2.8 3.5 6.4

Note: Figures for housing

and 90-day Treasury bill are changes in levels.

starts, unemployment rate, auto sales, prime intersst rate, 30-~year Treasury bond,

All others are pexcentage changes at annual rates.

| .
Source: Research Departmpit, Federal Reserve Bank of Philadelphia, Livingston Survey, June 2019
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e
Souxce: Research Depart

TABLE THREE
LONG-TERM (10 YEAR) FORECASTS

SERIES: CPI Inflation Rate

STATISTIC

HMinimum 1,90
Lower Quartile 2.10
Median 2.26
Uppox Quartiie 2.38
Haximum 2,60
Hean 2,22
Std. Deviation 0,20
N 18
Kiseing 3

SBRIES: Real GDP

STATISTIC

Minimum 1.60
Lower Quartile 1.80
Median 2.07
Upper Quartile 2,20
Maximum 2,80
Mean 2,06
Std. beviation 0.28
N 19
Migsing 3

e v i V. vey ne 201
ent, Federal Reserve Bank of Philadelph a, Li ingston Survey, June 2019
’
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. o-?iﬁ-.‘—-s - : : :
B )
™) (IC)
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A0 _d AN
A et L NN N
| . § . - ~ o : 1
L " SGMONTGOMERY STREET, | JERSEY CITY, NEW ERSEY-, 07302 (201) 4338507, - * . 7‘\
e vy Rég i&tory S‘hld}'
ey szuary 16 1596

RS

| SUPPLEMENTAL bW Y
In|LODJUﬂC-t10Ft wnth the prbpmuﬂdn of the Regulatory Study entltlsd Tnior Rite:
which 'will be distributed laterthis mo nth RRA has prep

chranologioa! listing of all cases in that‘study forthe years 1994 ind 1995 by typo ofu

MAJOR RATE CA, SE DLCISxorNb-JANUAR‘y"iwa DB,CEM'BER 1995

"J

ﬁd ﬁ |

tlejtj[ ubwlw rhese

liatings, with kcy data concerning.edth case, appear on pages 7 tirough 13 of this Suppl ﬁentnl Study.

Tabiea surhmarizing cases decided.in tha last eleven years appess on pages 2.and 3, and g1
dzing the authorized: equlty returns in the lost ten years uppear on pages 4 through

equlty mmr‘ .suthorized for electric utilities in 1995 approximdted 11.6%, up frdm the 1}
1994, Thelaverage equity return authorized gas ulilitles appr oximated 11, 4% in both- '199p
nymber of fato cases declded for elecirio utilities in 1995 was bp about 8% from 1994’s 1o
number of gtas cases declined 26% from 1994%s level. For the telcphone indusiiy, the auth
equity reiu

in re\aﬂvoly ow telephone cages in recent years, limiting the useﬁ:fness of the telephoine aV

date-shown
authorized

Investment
Nexi Wo sho

*nphs

was approximately 12.1% in 1995, up from-11:8%in 1994: Bquity returns Were catubhshcd

The ipdividual clectric, gas, wld telephone cases on pagcs 7 through 13 are listed
rst, followed by the.Coippany name, the sbbreviation for the state. issuing the.c
6 of retum (ROR) and returd on equity (ROB), and the common equity compionent in' the
adopted capidal structure. Ifthe capital structure contalned cost.free capital or job develop

credit balances at the overall rate of return, an asterisk follows the nuinber ig
thesmonth and year in which the adopted test year ended, whether the commi

6 The nvcs age
3% average of
5 and 1994, The| ™
vel, while the

orized average

.mgcs

I

th'me decision
qdafoh, the °

e

hent
this column,”

ssion utilized

an avefage or p year-end rate base, and the amount of the permanent rate change authoriZed,

a case "major'} if the requested rate change was $5 milllon or greater, or the ordered-rate.c
lenst $3 millioy. Gas-rafe.requests that are simultaneously considered with major electric
recorded and r%ported as individua) cases, regardless of size, The.dollar amounts represent

rate change ofiered at the time décisions were issued, In o number of instances interim rmo' shanges were '
ordered prior tq the date, and In several instances additional rate ch langes Wurc ordered at a lpfer datc a3 '

attrition offsets or for various other reasons. Fuel adi
study,

The tabi on page 2 shows the ave~rage retum on equity, annually since 1985 and by q

We consider |
ge Wﬂs l\t |
uests are '
i permanent I

Jhrter singe

1990, for the major electric, gus, and telephone rate decisions, followed by the number of obskt
each perlod, The tables on page 3 show the composite electric, gas, and telephone industry dh
items shown, in the chronology of this and earlier reports, summanzcd annually since 1985 ang

for the past elght\quaner.s The graph., on pages 4 and 5 show the average suthorized equity
the thre industry| groups,

atlons in
a for all the

by quarter
etums for

{Text continued on page 6)
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! l

%,
* R mmunnm“:smwﬂmﬂ
ROR ROE Eq.as % "| Amt
Barlod e 15 2%-('58) %&F‘@‘) 00,8 {60)
1S Full Yeo! byadte 13,93 (49) 41,28 (49) 019, (62)
1888 il Year 11.00 (81) it 41.54(47) 86,7 (60}
{87 Full Year pdin 1 7n (57} 43.02 (32) “1liszi @7
il fo0s  Fulvesr 1084 (32) % 44,78 (23] 1[335.6 (35)
| qe0  Ful'Year 1051 {248) 45 42,42 (40) 1l678.4 (49)
1990 Fuil Yeur 1030¢42) %‘75'5 45; prpiv © 8
190 Fuil Yoar 10,45 (44) U4 69 14d) 2 ‘51?
fow2  Fullyear o -%f' e 4740 3 1184, (42)
{03 Full Year 0.4 }30 11.41 (32) 7 :
1994 18d Quarter 821 (9 1.20(10) 4288 ()
2nd Quarier 891 (5) 1143 (8) 4132 (5)
3rd Quarter AACEEY)] 1278 (1) 48,88 (1)
Hh Queds? PA1{18) 1141 (18), 47.69 (1)
1o94  Fuil Year 029 (30) - , 11,34 (a1 . 74515 (30)
= a8 . s Ol A '-1'9 (5)
1995 (¥ Quaits? 9.56 (8) 11,98 & V9
2nd Guarier 9.31° (8) 136 @) 4320 (9)
3rd Quarsr £.64 (5] 1133 (8 5038 (8)

| Ath quarter .41 {9) 1153 (19) 4480 ;\?)

T i0es | Ful Yeor 044°(30) 1185 (33) 45.90 (30)

Mlises BV 1,851.(38) 14,75 (34) 45.45 (32) 2850 (41)
‘!;gg gumﬂl::; }1\34» EEI)' 13.48 (25) 45,09 (24) 13946 (29}
j057.. . Fud Yoor, 1080 (20) 12.74 (29) 46,24 (25) %%54)

- |ees * FuilYear 10,45 (28 12,85 (31) 4582(27_ . 1.0 (34)
080  Fuil Year 10,85 (31) 12,88 (31) 47,62 (31) I 235)
600  FuilYear 10,67 (30) 1267 34) 47.21 (23] 355 (41)

) Full Year 1052 (35) 12,48 (35) 4710 (33) 1.0:(43)
f Full Year 10.10 (29) 1201 (29) 46.84 (27) 4208 (34)
{ Full Yoor 0.44 (41) 14,35 (45) 48.16 (41) 217.8 {49)
Quarter 028 (0 1112 (8 4479 (5] 282 ()
b ;:tl (;Lma.- oA (63' 10.81 -§5) , 5008 (5} _ 608 (85
3rd Quarior 0.33 {9 :;).95 ; 2) zg.g-( }g ;g:.g (o;
X 4th Quirier £.87 (19) 11.84(18)° . » 2.4
fohe  Fulvosr SR TI05 28] - AGITLT T
tofs el durart - (0] — ) L ) 7o 1)
2 Quanﬂz:c 28 (1) 1100 (1) 30,85 (1) 648 (5)
3rd Guarer 8.49 (3} 1107 (3) 63.63 {9) 400. M
4lh Qigarter 0.71 (12) 11.56 {12) 49.80 {11} -1724"5118_)
Foll Yoar 6.64 (16) 1,43 (1) 49,96 (15) 8, (3‘)]
Talaphone W s=-Sunmacy TaRIE
iogs)  Full Your 11,78 (40} 14.65(40] 63.85 (40) 1.018.4 (43
fe8g|  Full Yew 11,45 (19) 13.93 (18) 63.41 (18) 249.4(29)
1967|  Full Yosr | 10,74 (31) 12,06 (13) 65.83 (9) 74576
196¢|  Foll Yoar 10,94 (10) 13143 (13) $4.94 (10) -040,5(({ 8}
1969 | Foll Yoar 10,80 (14) 12,97 (15) $4.12 (14) 779.5/(20)
1900 Yaar N30 (9) 1201 (9) £3.00 (6) 424 {13)
1504 nﬁi Year - 10,88 (7] 12,89 (i6) 65.67 (15) 17.6.120)
1992 | Full Year 1004 (@ 1227 (7< 5139 (0 , -2520119)
1993 | Full Year 10,26 (12} 11.83 (12 60.45 (12, -186.1 {12
1094, | 1st Quarter 9.40 (4) 1Hes @3 5115 (3) 288 |(4)
2ncd Quattei’ 10.64 (3 1248 (3) 81.21 (3) 8.8 |(3)
Jrd Quartor — {0 - {0) . {0y .0 iy
4th Quarier 950 (5] 1188 (5) .59.00_{8) - © 200,72 |
1094 | Full Yo 9,91 (12) 1101 (11) 57.44 (11) +236.8 (
1695  |$3i Quarner — (0} - (@ - (0) - 05
Quarter 932 (4) 1,04 (4) 5089 (4) ., ~573 ﬂ
1ol Quastor 10.28 (1) 1250 (1) —  (0) 042 @)
th Quarier 10,31 (3) 12.258 (3) 60.60_(3) -188.0 m{v
Lms TuuY'w v8l (8) 12,08 () 6502 (7) ~346.4 (15)

« Number of obsarvations each pariod Indicated In parenthossa,
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MAJOR RATE CASE DECISIONS--CALENDAR 2010

The aver
compared to 10.

1ge return on equity (ROE) authorized efectric utilities in 2010 approxim

b% In 2009, There were 59 electric ROE determinations in 2010, up sul
in 2009. The avere

rage ROE authorized gas utllities approximated 10.1% in 2010, compar
2009. There weye 36 gas cases that included an ROE determination in 2010, and 29 in 2
in these avemae{ is a Sept. 16, 2010, New Yaork Public Service

!
ated 10.3% \l
stantially from 39
pd to 10.2% |
PO9. Not incluged °
. Commission decision authorizing

on of New York's steam operations a 9.6% ROE., We note that this repdart utilizes the
he return averages.

Consolidated Edi
simple mean for: | |

|
- . a . 3 = " . i |
After reaghing a low in the early-2000’s, the number of rate case declsions fqr

rienergy
coifipanies has generally increased over the Iast several years. There were 124 electiric and gas raLe
decisions In 201 , versus 95 in 2009, and only 32 back in 2001. Increased costs, indliding |
environmental cgmpliance expendlture the need for generation and dellvery mfrastructure upgrades
and expansion, riénewable generation mandates, and higher employee benefit costs prgue for a ||
continuation of the increased level of rate case activity over the next few years. |
We note that electric Industry restructuring in certain states has led to the unpundling of r'athes
and retall compeltjition for generation. Commisslons.in those states are now authorizing revenue
requirement and return parameters for deflvery operations only (which we footnote in our chronology
beginning on pagg 5), thus complicating historical data comparability. We alsc note that while the
heightened busingss risk associated with the sluggish economy may have increased ¢orporate capital
costs, higher aveilage authorized ROEs did not materialize in 2010 or in 2009. In facl,:average
authorized ROEs: have deciined slightly over the last two years, and some state commjssions have
cited customer haydship as a signlficant factor influencing their equity return authoriz

1ations.

The tgble oh page 2 shows the average ROE authorized In major electric and gas fate decisions ll *
annually since 1999, and by quarter since 2004, followed by the number of observatlons Jn each period. |
The tables on pagel3 show the composite electric and gas industry data for all major casgs summarized |
annuaily since 1997 and by quarter for the past eight quarters. The individual electric ar]

: d gas cases |
declded in 2010 afle listed on pages 5-9, with the decislon date (generally the date ofi which the final

order was issued) shown first, followed by the company name, the abbreviatlon for tie state issuing|
the decislon, the apithorized rate of return (ROR), return on equity (ROE), and percerjtiage of commo
equlty in the adoplled capital structure. Next we show the month and year In which t ¢ adopted test
year ended, whethpr the commisslon utilized an average or a year-end rate base, anj the amount oﬂ
the permanent rate¢ change authorized. The dollar amounts represent the permanent n_ate change |
ordered at the time decisions were rendered. Fuel adjustment clause rate changes argi not refiected m
this study. We notg that the cases and averages Included In this study may be slightly:different from | |
those In our onlinelrate case history database, with any differences likely the result o

f.thls study's |
Incluslon of RCE delerminations that are rendered in cost-of-capital-only proceedings lhn Californla,

(Text continued bn page 4.) l
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Average. Equity. Returns. Authorized January 1990 - December 2010

Electric Utilities

Gas Utilities

Period ROE % (# Cases) ROE % (# Cases)
Fult Year 12.70 (44) 12.67 (31)
Full Year 12,55 (45) 12.46 (35)
Full Year 12.09 (48) 12.01 (29)
Full Year 11.41 (32) 11.35 (45)
Full Year 11.34 (31) 11.38 (28)
Full Year 11.585 (33) 11.43 (16)
Full Year 1139 (22) 11,19 (20)
Full Year 11.40 (11) 11.29 (13)
Full Year 11,66 (10) 11.51 (10)
Fult Year 10.77 (20) 10.66 (9)
Full Year 1143 (12) 1139 (12)
Full Year 11.09 (18) 10.95 (7)
Full Year 11.16  (22) 11.03  (21)
Full Year 10.97  (22) 10.99  (25)
1st Quarter 11.00 (3) 11.10 (4)
2nd Quarter 10.5¢  (6) 1025  (2)
3rd Quarter 10.33 (2) 10.37 (8)
4th Quaiter 10.91 (8) 10.66 (8)
2004 Full Year 10.75 (19) 10.59 (20)
1st Quarter 10.51 (7) 10.65 (2)
2nd Quarter 10.05 (7) 10.54 (5)
3rd Quarter 10.84 (4) 10.47 (5)
4th Quarter 10.75  (11) 10,40 (14)
200, Full Year 10.54 (29) 10.46 (26)
1st Quatter 10.38 (3) 10.63 (6)
2nd Quarter 10.68 (6) 10.50 (2)
3rd Quarter 10.06 (7) 10.45 (3)
4th Quarter 10.39 (10) 10.14 (5)
2006 Fuli Year 10.36  (26) 10.43  (16)
1st Quarter 10.27 (8) 10.44 (10)
2nd Quarter 10.27 (11) 10.12 (4)
3rd Quarter 10.02 (4) 10.03 (8)
4th Quarter 10.56 (16) 10.27 (15)
2007 Full Year 10.36  (39) 1024 (37)
1st Quarter 1045  (10) 10.38  (7)
2nd Quarter 10.57 (8) 10,17 (3)
3rd Quarter 10.47 (11) 10.49 (7)
4th Quarter 10.33 (8) 10.34 (13)
2008 Full Year 10.46 (37) 10.37 (30)
1st Quarter 10.29 (9) 10.24 (4)
2nd Quarter 10.55 (10) 10.11 (8)
3rd Quarter 10.46 3) 9.88 (2)
4th Quarter 10.54 (17) 10,27 (15)
2009 Full Year 10.48  (39) 10.19  (29)
1st Quarter 10.66  (17) 10.24 (9)
2nd Quarter 10.08 (14) 9,99 (11)
3rd Quarter 1026 (11) 9.93 (4)
4th Quarter 10,30 (17) 10,09 (12)
2010 Full Year 10.34 (59), 10.08 (36)
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RRA 3.
Electric Utilities--Summary TabieX |
Bq. as 9% Am&:; |
ROR % (# Cascs) ROE % (# Cases) Cap. Strug, (# Cases) S il (# Cases)
1957 'Tt Il Year 9.16  (12) 1140 (11) 48,79  (11) -55(3.3 (33)
1998 Ukl Year 9.44  (9) 11.66  {10) 46.14  (8) -42p.3  (31)
1999 Full vear 8,81  (18) 10.77  (20) 45.06  (17) -1,608p.8  (30)
2000 HUII Year 420 (12) 1143 (12) 48.85 (12) -29L.4  (34)
2001 ﬁuil Year 893 (13) 1L09  (18) 47,20  (13) 2 (21)
2002 Ful Year 8,72  (20) 11,16 (22) 46.27  (19) -475.4  (24)
2003 Full Year 8.86  (20) 1097  (22) 49.41  (19) 3158 (12)
2004 Full Year 8.44  (18) 10,75 (19) 46.8¢  (17) 1,09{.5  (30)
2005 Full Year 8.30 (26) 10.54 (29) 46.73  (27) 1,378.7 (36)
2006 Full Year 8.24  (24) 10.36  (26) 48.67  (23) 1,465.0  (42)
2007 Fulll Year 822 (38 1036 (39) 48,01  (37) 14018  (48)
2008 Fulll Year 8.25 (35) 10.46  (37) 48.41  (33) 2,899.4  (42)
ist Quarter 8.19 (8 ‘ 10,28 () 48,52 (8) 851.0  (14)
2nd|Quarter 8.05  (9) 10.55  (10) 47.66  (9) 14240 (17)
3rd Quarier 8.48  (3) 1048  (3) 47.20  (3) 3171 )
4th Quarter 8,30 (i) 10.54 (17) 49.41  (17) 1,593.2 (20}
2009 Full Kear 8.23  (38) 10,48  (39) 48.61  (37) 4,1933  (58)
1st Quarter ©7.95 (17) 10.66  (17) 48.36¢  (16) 2,01040  (19)
2nd Duarter 7.95 (13) 10.08 (149) 47.07 (13) 9375 (19)
+d Quarter 8.16  (12) 10.26  (11) 49.52 (11) 73046  (18)
4th Quarter 7.95  (15) 1030 (17) 49.00  (14) 1,6666  (20)
2010 Full Fear 7.99 (59) 10.34  (59) 48,45  (54) 5,344|7  (76)
Gas Utilities--Summary Tabie*
EQ. as Y% Anttd
ROR % [# Cases] ROE % (# Cases) Cap. Struc. (# Cases $ MH) (# Cages)
1997 9.13  (13) 11,29 (13) 47.78  (11) 828 (21)
1998 9.46  (10) 11,51 (10) 49,50  (10) 93l (20)
1999 8.86  (9) 10.66 (9 49,06  (9) 5100 (14)
2000 9.33  (13) 11,39 (12) 48.59  ({12) 13519  (20)
2001 8,51  (6) 10.95  (7) 43,96  (5) 11410 (11)
2002 8.80  (20) 11.03 (21} 48.29 (18} 303l6 . (26)
2003 8,75 (22§ 1093 (25) 49,93 (22) 260[1.  (30)
2004 8.3  (21) 10.59  (20) 4590  (20) 303ls'  (31)
2005 8.25 (29) 10.46 (26} 48.686 (24) 458 4. (34)
2006 8.51  (16) 10.43  (16) 47.43  (16) 4440,  (25)
2007 8.12  (32) 10.24  (37) 48.37  (30) 8134t  (48)
2008 8.48  (30) 10,37 (30) 5G.47  (30) 8848 (41)
8.11  (5) 10.24  (4) 44,97  (4) 167,56  (7)
8.05 (7) 10,11 (&) 48.84 (7) 925 (8) |
830  (2) 9,88 (2) 51,00  (2) 9.2 (4) |
8.19 (14} 1027 (15) 49.35 (15 195.0°  (18) |
2009 8.15 (28] 1049 (29) 48.72  (28) 475.3@_ (37) ||
. |
820 (10) 1024 (9) 5027 (9) 1778 (1) ||
7.80  (11) 9.99  (11) 46,31 (11) 23081 (12) |
8.13  (4) 8,93  (4) 49,00  (4) 250.6%  (10) |
7.82 (12 10,09 (12) 49.60  (13) 113.3“;E (15) ]|
2010 7.95 (37) 10.08  (36) 48,72 (37) 811.8° (48) |
* Number of observhtions in each period indicated In parentheses, . \
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4 RRA

The table below tracis the average equity return authorized for all electric and gas rate cases
Combined, by year, for the last 21 years. As the table reveals, since 1990 the authorized ROffs have generally
trended downwarg, reflecting the significant decline |n interest rates that has occurred over thls time frame

The combined ayverage equity retyrns authorized for electric and gas utilities n each of the yedrs 1990 thy ;Qgh
2010, and the nunber of observations for each year are as follows:

- 1990 12.69%  (75) 2000 11.41%  (24y
1991 12,51 (80) 2001 11.05 (29)
1992 12.06 (77) 2002 11.10 (43)
1993 11.37 (77) 2003 10.98 (47%)
1994 11,34 (59) 2004 10.67 (39)
1995 11.51 (49) 2005 10.50 (58)
1994 11.29 (42) 2006 10.39 (42)
1997 11.34 (24) 2007 10.30 (7€)
1998 11.59 (20) d 2008 10.42 (67)
1999 10.74 (29) 2009 10.36 (68)

2010 10.24 (99):

Dennls Sperdyto

©2011, Regulatory Reseafch Assoclates, Inc, Al Rights Reserved. Confidentiai Subject Matter, WARNING| This report contains cchrlghted Subject matter
and confldentlal lnforma;(cn owned solaly by Regulatory Research Assaclates, Inc, ("RRA"), Reproduction, distribution or yse of this)report tn violatlon pf
this license constitutes coplyright infringement in violation of federal and state law, RRA hereby provides consent to use the “emal this story” feature

redistribute articlas within the subscriber’s company. Although the Information In this report has been obtained from sources that RRA beffeves to be
retfable, RRA does not 9uafantee its accuracy,
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(6]

[7]

(8

9]

Date of
Natural 30-Year
Gas Rate Returmnon Treasury Risk
Case Equity Yield Premium
1/3/80 12.55% 9.40% 3.15%
1/4/180 13.75% 9.40% 4.35%
1/14/80 13.20% 9.45% 3.75%
1/18/80 14.00% 9.48% 4.52%
1/31/80 12.61% 9.56% 3.05%
2/8/80 14.50% 9.63% 4.87%
2/14/80 13.00% 9.68% 3.32%
2/15/80 13.00% 9.69% 3.31%
2/29/80 14.00% 9.86% 4.14%
3/5/80 14.00% 991% 4.09%
3/7/80 13.50% 9.95% 3.55%
3/14/80 14.00% 10.04% 3.96%
3/27/80 12.69% 10.21% 2.48%
4/1/80 14.75% 10.27% 4.48%
4/29/80 12.50% 10.51% 1.99%
5/7/80 14.27% 10.56% 3.71%
5/8/80 13.75% 10.57% 3.18%
5/19/80 16.50% 10.63% 4.87%
5/27/80 14.60% 10.66% 3.94%
5/29/80 16.00% 10.68% 5.32%
6/10/80 13.78% 10.72%  3.06%
6/25/80 14.25% 10.74% 3.51%
7/9/80 14.51% 10.78% 3.73%
7/17/80 12.90% 10.79% 2.11%
7/18/80 13.80% 10.80% 3.00%
7122/80 14.10% 10.80% 3.30%
7/23/80 14.19% 10.79%  3.40%
8/1/80 12.50% 10.80% 1.70%
8/11/80 14.85% 10.82% 4.03%
8/21/80 13.03% 10.85% 2.18%
8/28/80 13.61% 10.88% 2.73%
8/28/80 14.00% 10.88% 3.12%
9/4/80 14.00% 10.90% 3.10%
9/24/80 15.00% 10.99% 4.01%
10/9/80 14.50% 11.06% 3.44%
10/9/80 14.50% 11.06% 3.44%
10/24/80 14.00% 11.09% 2.91%
10/27/80 15.20% 11.10% 4.10%
10/27/80 15.20% 11.10% 4.10%
10/28/80 12.00% 11.10% 0.90%
10/28/80 13.00% 11.10% 1.90%
10/31/80 14.50% 11.12% 3.38%
11/4/80 15.00% 11.12% 3.88%
11/6/80 14.35% 11.13% 3.22%
11/10/80 13.25% 1M1.14% 211%
11/17/80 15.50% 11.14% 4.36%
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9/29/19, 8:12 PM

T ——

Atmos Energy Corporation (ATO)

NYSE - NYSE Delayed Price. Cutrency in USD

114.05 -0.60 (-0.52%)

At close: September 27 4:02PM EDT

Sunymary

Company Oullook &

Chart

Counwversalions

Ry

Statistics

5 Top Stocks for Retirees

Finance Home

Time Perlod: Apr 29, 2019 - Sep 29, 2019

Currency in USD
Date

Sep 27, 2019
Sep 01, 2019
Aug 23, 2019
Aug 01, 2019
Jut 01, 2019

Jun 01, 2019
May 24, 2018
May 01, 2019
Apr 01, 2019

"Close price adjusted for splits,

Watchlists

Open

114.30

110.12

109.08

105.71

102.058

. 102.06

102.93

My Portfolio

High
114.88

116.19

111.58
110.06

108.46

103.48

102.97

Screeners

v

Premium &

Show: Historical Prices v

Low Close*
113.26 114.05
107.14 114.05

0.525 Dividend

105.70 110.23
104.18 109.04
99.97 105.56
0.525 Wividend
100.23 101.80
98.66 102.34

“Adjusted close price adjusted for both dividends and splits.

Historicat Data

Markets

(s’ﬁ Add to watchlist > 8% Visitors trend 2W 1 10W T 9M

Financials

Videos

Frequency: Monthly «

Adj Close**

114.05

114.05

109.71

108.53

105.06

100.80

101.34

Ay

ok Downtoad Data

Volume

749,093

15,181,600

15,168,800

12,778,500

13,235,100

18,709,700

14,242,900

Quote Lookup

Analysis Options

iotaniad laok inle

AN

=

Holders Sustainabitity

D Stocks ..

News st

Peopile Also Watch
Symbol Last Price
WGL

197425

BKH 76.82
Black Hills Corporation
PNY

216607

NWN 71.33

Northwest Natural Holding Compa

NJR 45,01

NewdJersey Resources Corporation

Total ESG score »

52 Underperformer

a

Earnings >

O Consensus EPS

https://finance.yahoo.com/guote/ATO/history?periodt=15563836600&period2=1569733200&interval=tmo&filter=history&frequency=1mo

Prraganieen Iy i troo

Change % Change

-0.71 -0.82%
-0.12 -0.27%
100

Page 1 of 3
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9/29/19, 8:13 PM

Finance Home Watchlists My Portfolio Screeners Premium & Markets industries Videos News Prosnionm

Chesapeake Utilities Corporation (CPK) (ﬁ Add to watchlist ) 2% Visitors frend 2W T 10W i 9M i
NYSE - NYSE Delayed Price. Currency in USD

95-47 RN S ERE o Bey Sall

At close: September 27 4:02PM EDT

Cuiote L ook

Stanmaary Gompany Outlook @ Ghart Sonvarsations Stalistics Historical Data Profile Financials 53 Analysis Oplions Holders

T A

A A T e e Enpdors ntiiing fneld ingo

Time Period: Apr 29, 2019 - Sep 29, 2019~ Show: Historical Prices « Frequency: Monthly
Apaply
Currency in USD &y Download Data
Date Open High Low Close" Adj Close*” Volume
Sep 27, 2019 95.37 96.65 95.21 95.47 95.47 69,191
Sep 12, 2019 0.405 Dividend
Sep 01, 2019 94.75 97.00 92.15 95.47 95.06 1,197,200
Aug 01, 2019 93.62 95.96 89.44 94.58 94.17 1,307,100
People Also Watch
Jul 01, 2019 94.20 96.27 89.58 93.46 93.06 1,631,000
Symbo! Last Price Change
Jun 13, 2019 0.405 Dividend sl 32.50 0.24
. South Jersey Industries, inc,
Jun 01, 2019 91.45 95.99 90.47 95.02 94.21 1,911,500
NJR 45.01 012
May 01, 2019 92.78 95.60 88.68 90.78 90.00 1,118,600 NewJersey Resources Coraration
RGCOQ 29.90
‘Close price adjusted for splits.  *‘Adjusled close price adjusted for bolh dividends and splits. AGG Resources Inc.
SWX 80.00 -0.40
Southwesl Gas Holdings, Inc.
DGAS
3792

ASMRE AT A GR N R
25

https://finance.yahoo.com/quote/CPK/history?period1=1556514000&period2=1569733200&interval=1mo&fiiter=history&frequency=1mo

L]

Suslainability

% Change

(L7 3%

-0.27%

-0.44%

Page 1 of 2
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9/29/19, 8:13 PM

-— s . — o S . o

New Jersey Resources Corporation (NJR) ( ¥¥ Add to watchlist } A% visitors trend 2W & 10W T OM 1
NYSE - NYSE Delayed Price, Currency in USD
Criote Lookan D
~ i g wy
45.01 -0.12 (-0.27%) By

At close: September 27 4;00PM EOT

Summary GCompany Outiook & Ghart  Conversalions  Stalistics  Historical Data Profile Financials {9 Analysis Options Holders Sustainability

e o

oo denilad ook wio

nias’ i

» ( ) Qe = “
p Stocks

Retirees
Finance Home Watchlists My Portfalio Screeners Premium & Markets Industries Videos News e Pasnbi
Ay
Currency in USB o, Dewnloact Data
ft>
Date Open High Low Close* Adj Close** Volume
Sep 27, 2019 45.32 45.40 44.77 45,01 4501 375,909
Sep 19, 2019 0.313 Dividend )
S YOul 11 < Try it free’ :
Sep 01, 2019 45.66 46.36 43.55 45.01 44.70 8,760,200
Aug 01, 2019 49.80 50.56 43.90 45.74 45,42 8,673,700
People Also Watch
Jul 01, 2019 49.91 50.62 48.95 49.87 49.52 6,767,000
Symbo! Last Price Change % Change
Jun 14,2019 0.293 Dividend s 392.50 _0.04 0.73%
South Jersey industries, Inc.
Jun 01, 2019 47.61 51.20 47.28 49.77 49.13 7,503,500
NWN 71.33
May 01, 2019 50.02 50.96 46.34 47.45 46.84 7,907,000 Narthwest Naluret Holding Compa
WGL
‘Close price adjusted for splits.  “*Adjusted close price adjusted for both dividends and splits. 197425
SWX 90.60 <040 -0.44%
Southwesl Gas Holdings, fnc.
PNY
216607

https://finance.yahoo.com/quote/NJR/history?period1=1556514000&period2=1568733200&interval=1mo&filter=histary&frequency=1mo Page 1 of 2




Docket No. 19-057-02
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9/29/19, 8:14 PM

Northwest Natural HO!ding Company (NWN) ( ¢ Addt avalchlist ) 2% Visitors trend 2W & 18W T 9M

NYSE - NYSE Delayed Price. Currency in USD

Quote Lookuys 1 ,
At close: September 27 4:02PM EOT

Summary Company Outlook ﬁ Chart Conversations Statistics Historical Data Profile Financials 45 Analysis Options Holders Sustainability

Exptorn d

RELAX ON A BEACH & compc
y e . hisshesry
AflCarnival AN ON ANOTHER _ p Stocl
BEACH & 300 1O .
G o A e 5 i f 0 r R etl r e e <
A )
Time Period: Apr 29,2019 - Sep 26, 2819 v Show: Historical Prices Frequency: Monthly v
pp—— AR s b A 5 g3, A VA P B St ] e H S 0o s g e 410802 PTESspsrbent ¥41 1 1 v sivm s eyl St e Avisbg e MlRiEa Maoe Crnes 4 €k nf
Finance Home Watchlists My Portfolio Screeners Premlum 8 Markets Industries Videos News Pramiueas 1ol
Currency in USD &, Download Data
fi=
Date Open High Low Close" Adj Close** Volume
Sep 27, 2019 71.83 7210 7113 71.33 7133 142,578
Sep 01, 2019 71.20 72.73 69.65 71.33 71.33 2,588,000
Aug 01, 2019 71.38 73.50 69.21 71.36 71.36 2,441,900
Jui 30, 2019 0.475 Dividend
People Also Watch
Jul 01, 2019 69.43 72.66 68.42 71.42 70.95 2,830,400
Symbol Last Price Change % Change
Jun 01, 2019 68.99 70.20 66.64 69.50 69.04 5,601,300 we
174877
May 01, 2019 66.69 70.22 65.89 68.82 68.37 2,850,400
WG
Apr29,2019 0.475 Dividend R
NJR 45.01 -0.12 -0.27%:
‘Close price adjusted for splits.  **Adjusted close price adjusted for both dividends and splits. Newdersey Resources Corporation
PNY
216607
AWR 90.45 -0.25 -(3.289%,

American States Water Company

5 Top Stocks
Ratirees

https://finance.yahoo.com/quote/NWN/history?period1=1556514000&period2=15669733200&interval=1mo&filter=history&frequency=1mo Page 1 of 2
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0GS 95.25 -1.02 -1.06% : ONE Gas, Inc. - Yahoo Finance Exhibit (OCS-3.13)
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9/29/19, 8:14 PM

ONE Gas, Inc. (OGS) ({3 Add towatchlist ) 2% Visitors trend 2W & 10W© 9M Quate Laokup D

NYSE - NYSE Delayed Price. Currency in USO

95.25 -1.02 (-1.06%) By

At ciose: September 27 4:02PM EOT

Summary  Sompany Outiook & Chart Gowvarsations  Stalistics  Historical Data Protile  Financiala &) Analysis Optinng Holders Suslainabitity
20N

Uaplos uniaiod loolonio

companies’ izt

hininyy

Time Period: Apr 28, 2019 - Sep 29, 2019 v Show: Historical Prices v Frequency: Monthly +
Anphy
~Cuireency i USD - ook Download Bata . U G380 s £k )

Finance Home Watchlists My Portfolio Screeners Premium & Markets Industries Videos News e Paoawy o fual
Sep 27, 2019 96.28 96.53 94.56 95.25 95.25 226,970
Sep 01, 2019 91.41 96.53 88.18 95.26 95.25 323,300 _ :
Aug 09, 2019 0.5 Dividend
Aug 01, 2019 91.30 92,12 86.81 91.61 91.10 3,781,000
People Also Watch
Jul 01, 2019 90.35 93.04 89.46 91.18 90.68 3,819,400
Symbot t.ast Price Change % Change
Jun 01, 2019 87.50 92.66 86.71 90.30 89.80 4,002,800 OKE 73.30 019 .26%
ONEOK, Inc.
May 14, 2019 0.5 Dividend
NWE 7518 -0.78 ~1.03%
North i
May 01, 2019 88.35 89.65 85.70 87.56 86.58 3,613,800 SRR LR L
QGE 45,43
‘Close price adjusted for splits.  **Adjusted close price adjusted for both dividends and splits OGE Energy Corp
SWX 90.00 -0.40 <0.44%
] Southwest Gas Hoidings, Inc.
NJR 45.01 -0.42 -0.27%

NevrJersey Resources Corporation

5 Top Stocl
for Retirees

Claun Your Free List of
5 Dividend Stocks
Today

fis

https://finance.yahoo.com/quote/OGS/history?period1=1556514000&period2=1669733200&interval=1mo&fiiter=history&frequency=1mo Page 10of 2
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9/29/19, 8:15 PM

South Jersey Industries, Inc. (SJi) ( Y% Addtowatchlist ) &2 Visitors irend 2W & 10W & oM T Quote Lookup
NYSE - NYSE Belayed Price. Currency in USD
=7
32.50 -0.24 (-0.73%) -
At close: September 27 4:02PM EDT
Summary  Gonwpany Outlook & Chart  Conversations  Statistics  Historical Data  Profile  Financials (4§ Analysis  Options  Holders  Sustainabitity

Keep More Capital Gains

Invest using capital galns & pay as littie as $0 taxes on the next 10 yrs of
appreciation cadre

Time Period: Apr 29, 2019 - Sep 29, 2019 v Show: Historical Prices v Frequency: Monthly v
ALy
Finance Home Watchlists My Portfolio Screeners Premium & Markets industries Videos News Pregpitin  Teuii dns
Sep 27, 2019 32.83 32.94 32.34 32.50 32.50 352,353
Sep 08, 2019 0.288 Dividend
Sep 01, 2019 32.31 33.45 31.54 32.50 32.21 10,723,600
Aug 01, 2019 33.95 34.28 30.42 32.34 32.06 9,904,600
People Also Watch
Jul 01, 2019 33.66 34.48 32.69 34.05 33.75 8,988,700
Symbol Last Price Change % Change
Jun 07, 2019 0.288 Dividend NJR 45.01 0.2 0.97%
NewJersey Resources Corporation
Jun 01, 2019 31.70 34.45 31.31 33.73 33.14 11,604,300
SWX 20.00 -0.40 -0.444%
South G ings, Inc.
May 01, 2019 32.12 33.71 30.84 31.56 30.99 13,698,300 outhiwest Gas Holdings. Inc.
NWN 71.33
*Closs price adjusled for splits,  “"Adjusted close price adjusted {or bolh dividends and splits. Northwest Natural Holding Compa
WGL
197428
CPrK 95.47

Chesapeake Ulilities Corporatio

https://finance.yahoo.com/quote/SJi/history?period1=1556514000&period2=1569733200&interval=1mo&filler=history&frequency=1mo Page 10of 2
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9/29/19, B:15 PM

TR s
Spire Inc. (SR) ( . > . . ! .
g Add t hiist &2 Visitors trend 2W & 10W i 9M § Quote L
NYSE - NYSE Delayesl Price. Currency in USD ALY stors fren ' : ate Lpokup
86.58 -0.60 (-0.69%) - o
At close: September 27 4:02PM EOT
Summary Company Outlook & Gharl Conversalions Stalisties Historical Data Profile Financials 19 Analysis Options FHolders Sustainabitity
Faplore debaiad laalonta
e Cotahanios’ anosine
Top 5 Dividend Stocks biston
Claim Your Free List of § Dividend Stocks Today Wealthy Retiremen
Time Period: Apr 28, 2019 - Sep 29, 2019 v Show: Historical Prices v Frequency: Monthly
Finance Home Watchlists My Portfolio Screeners Premium @ Markets Industries Videos News ras lrenien
Currency in USD &, Downlondt Data
Date Open High Low Close' Adj Close** Volume.
Sep 27, 2019 87.11 87.36 86.07 86.58 86.58 200,115
Sep 10, 2019 0.598 Dividend
Sep 01, 2019 84.86 88.00 81.23 86.58 85.97 4,622,200
Aug 01, 2019 82.36 85.22 79.21 84.90 84.30 4,922,700
People Also Watch
Jul 01, 2019 83.73 86.34 80.75 82.41 81.83 4,042,800
Symbol Last Price Change % GChange
R 583 oividend St 32,50 024 0.73%
South Jersey Industries, Inc,
Jun 01, 2019 83.43 86.43 82.69 83.92 82.75 4,010,500
SWX 90.00 -0.40 0,44 %
May 01, 2019 84.66 87.13 81.62 83.32 82.16 4,711,500 Sl b it
SXI 73.18
‘Close price adjusted for splits.  "‘Adjusted close price adjusted for both dividends and splits Standex International Corporati
SRT 6.46 -00.04 ~0.62%
StarTek, inc.
SMP 47.90

https://finance.yahoo.com/quote/SR/history?period1=15565614000&period2=1568733200&interval=1mo&filter=history&frequency=1mo

Standard Molor Products, Inc.

5 Top Stocl
for Retirees

Clam Your Free List of
5 Diviclend Stocks
Today

fi

Page 1 of 2



SWX 90.00 -0.48 -0.44% : Sc%tét;tWest Gas Holdings, Inc. -~ Yahoo Finance

age 154 of

Southwest Gas Holdings, Inc. (SWX)
NYSE - NYSE Delayed Price, Gurrency in USD

90.00 -0.40 (-0.44%)

At ciose: September 27 4:02PM EDT

Summary

Gompany Outlaok l&

Ghart

Docket No. 19-057-02
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9/29/19, 8:34 PM

Buy

Conversalions

5 Top Stocks for Retirees

Finance Home Watchlists

My Portfolio

Time Period: Apr 29, 2019 - Sep 29, 2019

Currency in USB

Date Open

Sep 27, 2019 91.16

Sep 01, 2019 91.256

Aug 14, 2019

Aug 01, 2019 88.94
“Jul 01, 2019 89.49

Jun 01, 2019 85.64

May 14, 2019

May 01, 2019 83.09

‘Close price adjusted for splits,

High

91.62

92.94

91.62

91.93

91.70

87.58

Screeners

Show:

Low

89.43

88.75

@ Add 10 watchiist >

Premium &

Historical Prices v

Close*

90.00

90.00

0.545 Dividend

85.64

88.16

85.06

91.23

88.91

89.62

0.545 Dividend

79.47

85.14

**Adjusled close price adjusted (or both dividends and splits.

Statistics

Historical Data

Markets

&2 Visitors trend 2W I 10OW 1§ 9M i

Quaote Lookup

Analysis Oplions Holckers

fixploce dindnc oK i

ComAnies il

Prefite Finansials
o hisiony
Industries Videos

Frequency: Monthly v

Adj Close*"

90.00

90.00

90.67

88.37

89.07

84.07

Az

ob, Download Data

Volurme

234,485

4,850,800

4,796,100

3,550,900

5,295,300

7,209,800

News el

Peiinhion

People Also Watch

Symbol Last Price Change
Sl 32.50 -0.24
Soulh Jersey industries, Inc.

NJR 45.01 02
Newdersey Resources Corporation

WGL

197426

NWN 71.33

Northwest Natural Holding Compa

CPK 95.47
Chesapeake Ulilities Corporalio

Earnings >

O Consensus €PS

https://finance.yahoo.com/quote/SWX/history?period1=15666514000&period2=1569733200&interval=1mo&filter=history&frequency=1mo

—

Suslainability

% Change

-0.73%

-0.27'%

Page 10of 3
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Attachment D}L-5
Proceeding No. 19AL-0268E
Hearing Exhibit No. _____

Pagelofl
) DOMINION ENERGY UTAH
DOCKET NO. 18=057-02
FORECASTED TEST YEAR ENDED DECEMBER 31, 2020
COMPARABLE GROUP STOCK PRICES
A B C 12} E F G H § J K L M
LINE 6 MONTH 3 MONTH 52 Week
NO. COMPANY SYMBOL APR.2019 MAY, 2019 JUN, 2018 Jul-19 AUG.2019 SEP, 2019 Average Average 52 Weck High | 52 WeeklLow Average DIVIDEND YIELO
1|ATMOS ENERGY CORP ATO $101.34 $100.80 $105.06 $108.53 $109.71 $114.05 $106.58 $110.76 $111.58 $87.88 $99.73 $2.10 1.90%
2|CHESAPEAKE UTILITIES CORP CPK $90.00 $94.21 $93.06 $94.17 $95.06 $95.47 $93.66 $94.90 $96.27 $77.20 $86.74 $1.62 1.71%
3| NEW JERSEY RESOURCES CORP NJR $46.84 $49.13 $49.52 $45.42 $44.70 $45.01 $46.77 $45.04 $51.83 $43.51 $47.67 $1.25 2.78%
4| NORTHWEST NATURAL HOLDING CONWN $68.37 $69.04 $70.95 $71.36 $71.33 $71.33 $70.40 $71.34 $73.50 $57.20 $65.35 $1.90 2.66%
S|ONE GAS, INC. 0GS $86.58 $89.80 $90.68 $91.10 $95.25 $95.25 $91.44 $93.87 $93.04 $75.51 $84.28 $2.00 2.13%
6|SOUTH JERSEY INDUSTRIES, INC__ [SJI $30.99 $33.14 $33.75 $32.06 $32.21 $32.50 $32.44 $32.26 $36.72 $26.06 $31.39 $1.15 3.56%
7|SPIRE INC SR _ _$82.16 $82.75 $81.83 $84.30 $85.97 $86.58 $83.93 $85.62 $87.13 $70.53 $78.83 $2.37 2.77%
SOUTHWEST GAS HOLDINGS INC _ [SWX $84.07 $89.07 $88.37 $90.67 $90.00 $90.00 $88.70 $90.22 $92.31 $72.68 $82.50 $2.18 2.42%
8| MEAN $73.79 $75.99 $76.65 $77.20 $78.03 $78.77 $76.74 $78.00 $80.30 $63.82 $72.06 $1.82 2.49%
9] MEDIAN $83.12 $85.91 $85.10 $87.49 $87.99 $88.29 $86.31 $87.92 $89.72 $71.61 $80.66 $1.95 2.54%
SOURCES:

COLUMNS A-F & L: YAHOO FINANCE HISTORICAIL STOCK PRICES MONTHLY (Retrieved SEPYEMBER 29, 2019)

COLUMNS G - H: AVERAGES OF HISTORICAL DATA

COLUMNS 1 - K: PER ZACKS.COM (Remieved SEPTEMBER 3, 2019)

COLUMN M: (COLUMN 3/ COLUMN H)
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Atmos-Energy Corporation (ATO
NYSE.- Nasdaq Real Time Price. Currency in USD

111.09 096 (+0.78%)

As of 1:55PM EDT. Markel apen.

Swnmary

Earnings Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago EPS

Revenue Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate
Year Ago Sales

Sales Growth (year/est)

Earnings History
EPS Est.

EPS Actual
Difference

Surprise %

EPS Trend
Current Estimate
7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

EPS Revisions

Up Last 7 Days

Company Outiook &%  Chart

Gurent Qfr, (Sep 2019)
8

0.46

0.43

0.48

Current Qir. (Sep 2018}

568,18M
524.93M
598.3M
444.7M

27.80%

9/29/2018
0.38
0.41
0.05

13.90%

Current QIr. (Sep 2019)
0.46
047
0.45
043

0.49

Curent Q. (Sop 2018)

N/A

( Y7 Addtowalehlist ) 42 Vislorstrend 2W & 10W T 9M i

Conversations

Next Qtr, {Dec 2019)

1.44

14

148

1.38

Next Qtr. (Dec 2019)

1.01B

1.01B

1.028

N/A

N/A

12/30/2018

1.33

1.38

0.05

3.80%

Next Qlr. (Dec 2019)

Next Qir. (Dsc 2019)

N/A

Statistics

Historical Data

Curent Year (2018}

4.33

4.3

Current Year (2019)

3.21B

3.048

3.328

3.128

3.10%

3/30/2019

Q.13

7.70%

Cutrent Year (2019)

4,33

433

4.32

4.33

4.33

Cuirent Year (2019)

Docket No. 19-057-02
Exhibit (OCS-3.13)

https://finance.yahoo.com/quote/ATO/analysis?p=ATO

Videas News Premium - Try it free

Craods Lookuy

Protile Financials  Analysis  Options Holders Sustainability
Gurrency In USD
Nex! Year (2020)
10
4.81
4.438
e 5G Stocks Set To Soar
Learn about the 3 companies poised to
4.33 dominate the sector for years.
Srachthrough Brnsiot
Next Year {2020)
7
3.598
3.498B
People Also Watch
3.738 Symbol Last Price Change % Change
3.218 WaGH
197425
11.70% PNY
216607
PKH 77.70 +0.99 +1.29%
6/29/2019 Black Hills Gorporation
UGl 47.80 -0.77 -1.58%
0.68 UG Corporation
0.68 NWHN 71.30 -0.06 -0.08%
Northwesl Natural Holding Compa
0
Recommendation Trends »
0.00%

12

Nexl Year (2020) Stiong Buy

4.61 0
E Hold

4.61 Underperforn

Sell

462 2

4,59

459 Recommendation Rating »

Nex1 Year (2020) 1 2 . 3 _‘-- 5

Strong Buy Hold Under- Sell

N/A Buy perform

9/3/19, 12:55 PM
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Analyst Price Targets (7) »

FRARYKINS  watchns@men iy PRA0IB sARdLee 28R mium ERUCIWERERD  industrlB s News Premium - Try it free

Up Last 30 Days 3 1 3 3

S Pl o ST S

Low 101,00 High 119.00
Down Last 7 Days N/A _ N/A N/A N/A Current 111.05
D t 30 D:

own Las ays N/A N/A N/A 1 Upgrades & Downgrades »
S Morgan Stanley: to
Growth Estimates ATO Industry Sector 8P 500 Maintains o) erweight B/1ei2019
Current Qtr, 12.20% N/A N/A 0.00 Inllateg  Wells Fargot to Hs/201
Outperform

Next Qtr. 4.30% N/A N/A 0.08

3 Downgrade UBS: Buy to Neutral  12/14/2018
Current Year 8.30% N/A N/A 0.03

. Citigroup: Neutral to
Next Year 6.50% N/A N/A 040 Maintains Neutral 11/29/2018
Next 5 Years (per + Ungrad Morgan Stanley: Equal-
annum) 6.50% e N/A 0.08 Lo Weight to Overweight .
e Morgan Stanley: Equat-
Ye

:::: :’) fears (per e NA A o Maintains Welght to Equal-Welght 9/11/2018

l More Upgrades & Downgrades

Yahoo Sinall Business

Data Dlsclaimer Help Suggestions

Privacy (Updated) About Our Ads Terms
(Updated} Siternap
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[ B T S e

Chesapeake Utilities Corporation {CPK)
NYSE - Nasdaq Real Time Price. Currency in USD

94.59 .0.01 (+0.01%)

As of 1:48PM EDT. Market open.

10w % oM T

(‘i«‘( Add 10 watetlist ) 28 Visitors trend 2w L

Ouote Loolan

Profite Holders

Statistics

Summary  Company Outioolt ¢  Chairt  Gonversallons Historical Data Financlals  Analysis  Options

Sustainability

Currency in USD

Earnings Estimate Currenl Qir. (Sep 2018) Next Qtr. (Dec 2019) Current Year (2019) Next Year {2020)
No. of Analysts 4 4 5 5
Avg. Estimate 043 1.1 3.74 3.97
Low Estimate 0.33 0.99 3.65 3.93
High Estimate 0.64 1.1 3.81 4.04
Year Ago EPS 0.34 1.1 3.31 3.74
Revenue Estimate Current Qtr. (Sep 2019) Next Q. {Dec 2019) Current Year (2019) Next Yoar (2020)
No. of Analysts 3 3 5 5
Avg. Estimate 164.97M 230.63M 769.88M 823.52M
Low Estimate 164.5M 228.1M 741.2M 775.82M
People Also Watch
High Estimate 176.9M 235.2M 812.3M 882.5M Symbol D Ghange % Chango
Year Ago Sales N/A 201.19M 717.49M 769.88M Sdi 32.45 +0.11 +0.34%
Souih Jersey Industries, Inc.
Sales Growth (year/est} N/A 14.60% 7.30% 7.00% NJR 45.65 -0.09 -0.20%
New.Jersey Resources Cerporation
RGCO 28.38 -0.00 -0.01%
Earnings History 9/29/2018 12/30/2018 3/30/2019 6/29/2019 RGC Resources Inc.
8WX 91.19 -0.04 -0.04%
EPS Est. 0.49 12 1.89 0.55 Soulhwest Gas Holdings, inc.
EPS Actual 0.34 1. 1.68 05 DGAS
3792
Difference -0.15 -0.1 0.09 -0.05
Recommendation Trends »
Surprise % -30.60% -8.30% 5.70% -9.10%
EPS Trend Curent Qlr. {Sep 2019) Next Qir. (Dec 2019) Cunent Year (2019) Next Year (2020) - Strong Buy
Gurrert Estimate 043 11 3.74 3.97 : Py
Hold
7 Days Ago 0.43 1.4 3.74 3.97 Underpartom
Sell
30 Days Ago 0.44 1.07 3.74 3.97
60 Days Ago 0.44 1.07 3.74 3.97 W Aat Lab i
90 Days Ago 0.43 1.07 3.73 3.94 Recommendation Rating »
28
EPS Revisions Cunrent Qlr. {Sep 2019) Nexi Qir, (Dec 2019) Current Year {2019) Next Year {2020) 1 2 3 4 5
Strong Buy Hold Under- Selt
Up Last 7 Days N/A 1 N/A 1 8uy perform

fof2 9/3/19, 12:56 PM
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EPSRevisions Gurrent Qtr. {Sep 2019)

Up Last 30 Days N/A
Down Last 7 Days N/A
Down Last 30 Days 1
Growth Estimates CPK
Current Qtr, 26.50%
Next Qtr. N/A
Cutrent Year 13.00%
Next Year 6.10%
Next 5 Years {per

annum) S0k
Past § Years {per

annum) 10.09%

. Next Qtr. (Dec 201g)

Screeners Premium 3 Markets

_Current Year {2018)

1 N/A

N/A N/A
N/A N/A
Industry Seclor
N/A N/A
N/A N/A
N/A N/A
N/A N/A
N/A N/A
N/A N/A

Docket No. 19-057-02
Exhibit (OCS-3.13)
https://finance.yahoo.com/quote/CPK/analysis?p=CPK

Industries Videos . @teqiium - Try it free
Nox vour gosey PHAIyst Price Targets (gL
Average 99.76
1
R e S R S
Low 95.00 High 110.00
N/A Current 94.58
N/A Upgrades & Downgrades »
Wells Fargo: Market
S&P 500 Maintains  Perform to Market 3/4/2019
Perform
0.00 1 Downgrade J37ney Capltal: Buyto ., 701e
Neutral
0.08
Initiated Maxim Group: to Buy  11/28/2018
0.03
Janney Capital: Neutral
0.10 T Upgrade o Buy 11/2/2018
Wells Fargo: Market
0.08 Maintains  Perform to Market 9/24/2018
Perform
. Janney Capltal: Buy to
N/A 3 Downgrade Neutral 9/24/2018
L More Upgrades & Downgrades J

Find special offers on i
the 2019 Audi Q5. I

i 2019 AUDIQS 2.0T PREMIUM

' $435* 39 $4,299
- per month mo.lease due at signing
i Excludes tax, title, license, options, and dealer feas.

After $1,000 Summer of Audt Credit, SO security deposit.
For highty qualified customers through Audi Financlal

Services. View key offer details.

See the Audi QS >

Yahoo Small Business _]

Data Disclaimer Help Suggestions
Privacy (Updated) About Our Ads Terms
(Updated) Sitemap

¥ § ot

9/3/19, 12:56 PM
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New Jersey Resources Corporation (NJR) ("4 444 10 vatenist ) 82 Visitors kend 2W P 10W 5 oM

NYSE - Nasdaq Real Time Price. Currency In USD

45,65 -0.09 (-0.20%)

As of 1:56PM EDT. Market open.

Craube Lookup

Summary  Company Outloolc &0 Chart Gonversalions Stalislics Historical Data  Protile  Financials  Analysis Options Holders Sustainabiity

[ -

Currency In USD

THEWY

Earnlngs Estimate Current Qtr. (Sep 20189} Next Qir. {Dec 2019) Current Year (2019} Next Year (2020)
Identity Theft
No. of Analysts 5 3 7 7 Protection
Avg. Estimate 0.01 0.83 1.98 227
Low Estimate -0.03 0.76 1.95 2.06
High Estimate 0.02 0.89 2.02 2.65
Year Ago EPS -0.33 0.81 2.74 1.98
Revenue Estimate Current Qfr. (Sep 2019) Next Qlr. {Dac 2018) Cunrent Year (2019) Next Year {2020)
No. of Analysts 2 1 4 4
Avg, Estimate 671.35M 830M 2,568 2,788
Low Estimale 653.7M 830M 1.968 2.43B
People Also Watch
High Estimate 689M B30M 2.88 2.928B Symbol Last Price Change % Change
Year Ago Sales 647.33M N/A 2,928 2,568 SJi 3247 +0.18 +0.40%
South Jersey Industries, ino,
Sales Growth (year/est) 3.70% N/A -12.30% 8.50% NWN 71.30 -0.06 -0.08%
Northwast Natural Holding Gompa
WG
Earnings History 9/29/2018 12/30/2018 3/30/2019 6/29/2019 197425
WX 91.19 -0.04 ~0.04%
EPS Est. -0.44 0.69 117 0.12 Southwres! Gas Holdlngs, Inc.
EPS Actual -0.33 0.61 1.27 02 PNY
216807
Diiference 0.11 -0.08 G.1 -0.32
Recommendation Trends >
Surprise % 25.00% -11.60% 8.50% -266.70%
L]
EPS Trerd Current QIr. (Sep 2019) Neaxt QIr. (Dec 2C19) Gurrent Year (2019) Next Yaar (2020) _ Strong Buy
* Pt
Gurrent Estimate 0.01 0.83 1.98 227 .
. old
7 Days Ago 0.28 0.8 1.96 2.14 Underparform
: Sell
30 Days Ago 0.01 0.8 211 2.33
60 Days Ago 0 0.75 2 2.34 By AU i
90 Days Ago 0 0.75 2 2.34 Recommendation Rating >
25
EPS Revisions Current Qtr. (Sep 2019) Next Qtr. (Dec 2019) Gurrent Year (2019} Next Year (2020) 1 2 a 4 5
Strong Buy Hold Under- Sell
Up Last 7 Days N/A i N/A 1 Buy perform

9/3/19, 12:57 PM
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ESRedsins o Cursn Ol 2t Mt oo Cowmatg oy Netver oz VSt Price Targets (i
Average 49.00
Up Last 30 Days 1 3 N/A 2
e i i .O i b b b o e e e e
Down Last 7 Days N/A N/A N/A NA e 45,65 Gl
Down Last 30 Days N/A N/A N/A N/A Upgrades & Downgrades »
Guggenheim: Sell to
Growth Estimates NJR Industry Sector S&P 500 T upgrade Neutral LML)
Current Q. 103.00% N/A N/A 0.00 1 Downgrade gu,?ge"he‘mi Neutralto - 540
]
Next Qtr. 36.10% N/A N/A 0.08 Waells Fargo: Market
Maintalns  Perform to Market 8/1712018
Current Year 27.70% N/A N/A 0.03 Perform
Guggenheim: Buy to
Next Year 14.60% N/A N/A o0 YDownerade noi LA
Bank of America: Neutral
Next 5 Years (per 6.00% N/A N/A 008 { Dowvngrade lUndaepaton 6/5/2018
annum)
Maintai Argus: Buy to B: 6/30/2018
:::fj;;’ea's per 50.73% NIA N/A N/A intains - Argus: By to Buy

More Upgrades & Downgrades

i Cyseer
- Malware Security:

. What to Know

|

[ Yahoo Small Business

Data Disclaimer Help Suggestions
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Y § ot
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Northwest Natural Holding Company (NWN)

NYSE - Nasdaq Real Time Price. Currency in USD

71.30 -0.06 (-0.08%)

As of 1:52PM EDT. Market opsn.

Summary

Earnings Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago EPS

Revenue Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

Earnings History
EPS Est.

EPS Actual
Difference

Surprise %

EPS Trend
Current Estimate
7 Days Ago

30 Days Ago

60 Days Ago

90 Days-Ago

EPS Reavislons

Up Last 7 Oays

Company Outlook ¢  Chart

Currenl Qlr. (Sep 2019)

-0.49

-0.55

-0.47

-0.41

Currenl Qtr. (Sep 2019)

98.99M

96.7M

100.82M

91.24M

8.50%

9/29/2018

-0.37

-0.41

-0.04

~10.80%

Current QY. (Sep 2018)

-0.49

-0.52

-0.48

-0.46

-0.45

Current Qlr, {Sep 2019)

N/A

Conversalions

Next QIr. (Dec 2019)

Next Qtr, {Dec 2019)

247.14M

235.8M

263.61M

226.7M

9.00%

12/30/2018

1.2

1.24

0.04

3.30%

Next Qlr. (Dac 2019)

1.18

1.14

1.21

1.23

1.24

Nexi Qlr. {Dec 2019)

N/A

( ¥ Add 1o watchist )

Statistics

Historical Data

Cunrent Year (2019)

2.38

2,35

2.42

2,24

Current Year (2019}

4

743.88M

728M

773.23M

706.14M

5.30%

3/30/2019

1.39

1.72

0.33

23.70%

Cunent Year (2019)

2.38

2.39

2.38

2,39

2.4

Currant Year {2019)

N/A

g0
&

Visitors trend 2W-> 10W i 9M 7

Ouute Loolkup

Profite Financials  Analysls  Options Holders Sustalnabllity
cu"@ ncy ln USD i s M- Ty
i o \v\!l‘)\.;.:.
Next Yaar (2020) !
8 | The Best All Electric Cars
2.51 - T
2.45
2.57
2.38
Next Year (2020)
5
784.03M
760M
People Also Watch
828.79M Symbo Last Price Change 9% Change
743.88M wao
174877
5.40% WG
197425
NJR 45.65 -0.09 -0.20%
6/29/2019 NewJarsey Resources Corporation
PNY
-0.07 216607
0.04 AWR 93.59 +1.06  +1.16%
American Slates Waler Company
0.11
Recommendation Trends »
167.10%
Noxt Year (2020)
SRRy Stiong Buy
2.51 iad
Hold
2.53 Underperfoim
Sell
2.51
2,53
253 Recommendation Rating »
3.5
Next Year (2020) 1 2 3 -4 - “5
Strong Buy Hold  Under- Seli
N/A Buy perform

9/3/19, 12:58 PM
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EPS Revisions Curent Qir. {Sap 2019) Next Qir, {Dec 2018} _ Cufment Year (2018) Nex1 Year (2020)
Average 63.83

Up Last 30 Days 1 1 1 N/A
Down Last 7 Days N/A N/A N/A na oV Se0 T e
Down Last 30 Days N/A N/A N/A N/A

]. ) - ‘!A“l.l oy

]

!
Growth Estimates NWN Industry Sector S&P 500 \ .

i The Best All Electric Cars
Gurrent Qtr. -19.50% N/A N/A 0.00 ;
Next Qir -4.80% N/A NIA 008
Current Year 6.20% N/A N/A 0.03 :
Next Year 5.50% N/A N/A 0.10 |
Next & Years {per
) 4.00% N/A N/A 0.08

Yahoo Smali Business '

LA 14.83% NIA N/A N/A
annum}

Data Disclaimer Help Suggestions

Privacy (Updated) About Cur Ads Terms
{Updated) Sitemap

v oot
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B L TEECRER SR o
ONE Gas, Inc. (OGS) <157 Adetowalchist ) 22 Visitorstrend 2W T 10W T oM T Ouoto Lesskaps
NYSE - Nasdaq Real Time Price. Cunency in USD

91.90 :0.29 (+0.32%)

As of 1:54PM EDY. Market open.

Summary  Company Outlook & Chart  Gonversalions  Statislics  Historicai Data  Profile  Financials Analysis  Options  Holders  Sustalhability

Currency in USD

Earnings Estimate Cunent Qtr, {Sep 2019) Next Qtr. (Dec 2019) Current Year (2019) Next Year (2020)
No. of Analysts 5 5 5 5
Avg. Estimate 0.34 0.94 3.5 3.64
Low Estimate 0.3 0.92 3.48 3.53
High Estimate 0437 0.97 352 37 ' 5G Stocks Set To Soar
Learn about the 3 companles polsed to
Year Age EPS 0.31 0.84 3.25 3.5 dominate the sectar for years.
Steehiiecuph Bvestas
Revenue Estimate Current Qlr, {Sep 2018} Next Qir. (Dec 2019) Gument Year {2019) Next Year (2020)
No. of Analysts 3 3 4 5
Avg. Estimate 251.17M 469.13M 1.67B 1.698
Low Estimate 226.61M 419.45M 1.68 1.34B
People Also Watch
High Estimate 273.71M 519.74M 1.75B 1918 Symbot Last Price Change % Change
Year Ago Sales 238.28M 464.47TM 1.63B 1678 OKE 70.53 -0.75 -1.86%
ONEOK, inc.
Sales Growth (year/est) 5.40% 1.00% 2.30% 1.00% NWE 73.00 +0.56 0,77 %
NorlhWestern Corporation
OGE 43.12 +0.25 +0.57%
Earnings History 8/29/2018 12/30/2618 3/30/2019 8/29/2019 OGE Energy Corp
SWX 91.18 -0.04 -0.04%
EPSEst. 0.27 0.85 1.73 0.39 Soulhwest Gas Holdings, lnc.
EPS Actual 0.31 0.84 1.76 0.46 NJR 45.85 008 -0.20%
NewJerssy Resources Cosporation
Difference 0.04 -0.01 0.03 0.07
Recommendation Trends >
Surgrise % 14.80% -1.20% 1.70% 17.90%
I
e '
EPS Trend Gurrent Qlr. {Sep 2019) Next Qu. (Dec 2019} Current Year (2019) Next Year (2020) 5 Streng Buy
A " - gy
Gurrent Estimate 0.34 0.4 35 3.64 g B A &
; = Hoki
7 Days Ago 0.34 0.95 3.49 3.63 Unelerperform
Sell
30 DaysAgo 0.34 0.95 3.49 3.62
3
60 Days Ago 0.35 0.95 3.46 3.6 B Mg Gl e
90 Days Ago 035 0.95 3.46 3.6 Analyst Price Targets (5) >
Average 86.40
EPS Revisions Current Qtr. (Sep 2019) Next Qtr, (Dec 2019) Cursent Year (2019) Next Year (2020) SRRSO e
o g Low 80.00 High ©9.00
Current 91.50
Up Last 7 Days N/A N/A N/A N/A
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EPS Rovislons . CuranlQi Gep20i0 | NeOk Dsczam | CoromverGors) - Nowvergoeo  Upgrades & Downgradggtim - Tithes
Up Last 30 Days 1 1 3 3 Morgan Stanley:
R Underweight to Underwelghtma/2019
Down Last 7 Days N/A N/A N/A N/A X
Maintains Morgan Staniey: 9/21/2018
Underwelght to Underweight
Down Last 30 Days N/A N/A N/A N/A
S Wells Farga: Market Perform
Maintains to Market Perform 9/17/2018
Growth Estimates oGS Industey Secior S&P 500 .
Maintains Morgan Stanley: 9/11/2018
Underweight to Underweight
Current Gtr. 9.70% N/A N/A 0.00
Maintains Morgan Stanley: 7/18f2018
Next Qtr, 11.80% N/A N/A 0.08 Underwelght to Underweight
Cur Morgan Stanley:
rent Year 7.70% N/A N/A 0.03 Maintains Underwelght to Underwelght 6/13/2018
Next Year 4,00% N/A N/A 0.i0
[ Aore Upgrades & Downgrades ;l
Next § Years (per
annum) 5.00% N/A N/A 0.08
st 5 vems or o : === s
ears o
annum) 25.08% N/A N/A N/A

The Best All Electric Cars
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South Jersey Industries, Inc. (SJl)
NYSE - Nasdaq Rea! Time Price. Currency in USD

32.44 10.10 (+0.32%)

As of 2:05PM EDT. Market open.

Suinmary

Earnings Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago EPS

Revenue Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate
Year Ago Sales

Sales Growth (year/est)

Earnings History
EPS Est.

EPS Actual
Difference

Surprise %

EPS Trend
Current Estimate
7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

EPS Revisions

Up Last 7 Days

Gompany Outlook ¢  Chart

Current Q. (Sep 2019}

-0.31

-0.39

-0.22

-0.27

Cuwrent Q. (Sep 2019)

4

274.73M

189.6M

338.33M

N/A

N/A

9/29/2018

-0.27

-0.27

0.00%

Curent Qlr. (Sep 2019)

-0.31

-0.3

-0.34

-0.32

-0.32
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Screeners

Premium &

7‘:‘{ Add fo yeatchlist )

Markets

Industries

2% Visitors trend 2W ¥ 10W i OM T

Conversallons

Next Q. (Dec 2019)
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Next Qtr. (Dec 2019)
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498.34M

372.7M

586M

589.56M

-16.50%

12/30/2018

0.48

0.39

-0.09

-18.70%

Next Qtr, (Dac 2019)

0.39

0.43

0.39

0.37

Next Qir. (Dec 2019}

N/A

Stallslics

Historical Data

Curent Year (2019)

1.08

112

1.38

Gurrent Year (2019}

1.678

1.478

1.858

1.64B

1.60%

8/30/2019

1.01

1.08

0.08

7.80%

Current Year (2019)

11

14

14

1.1

1.09

Current Year (2019}

N/A

Prelile

Currency in USD

Next Year (2020}

Next Year (2020)

1.678

1.338

1.938

1.678

-0.10%

6/29/2019

-0.04
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Quote Lok

Analysis Optlons Holders

5G Stocks Set To Soar

Learn about the 3 companies poised to
dominate the sector for years.

Steatihroush tvestor

Sustainability

People Also Watch
Symbot Last Price Change % Change
NJR 45.58 -0.16 -0.35%
Newdersey Resources Corporation
SWX 81.10 -0.13 -0.14%
Southwest Gas Holdings, Inc,
NWN 71.29 -0.07 -0.10%
Northwest Nalural Holding Compa
WGL
197425
CPK 94.74 +0,186 +0.16%
Chesapeake Ulilities Corporatio
Recommendation Trends »
Strong Buy
Buy
Hold
Underperfoimn
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Cumant Qir. {Sep 2019)
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N/A

N/A

-14.80%

N/A
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3 3
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N/A N/A

Cuirent Yaar {2018)
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Average 34.88
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Upgrades & Downgrades »
JP Margan: Overwelght
} Downgrade TR 8/5/2019
Initiated Maxim Group: to Buy 411712019
Morgan Stanley: Equal-
Maintalns Weight to Equal-Welght 10/23/2018
5 Morgan Stanley: Equal-
9!
Maintalns — \eiont to Equal-Welght 2 V2018
JP Morgan: Neutral to
T Upgrade Ovenweiht 9/11/2018
n Morgan Stantey: Equal-
1
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htips://finance.yahoo.com/quote/SR/analysis?p=SR

Finance Home Watchiists My Porttolio Screeners Premium ¢ Markels Industries Videos News Prernium - Dy it free
T e A e b ¥ s S 2 e e i e
Spire Inc. (SR) ( Y Add to watchlist ) 22 Visltors rend 2W 4 10W i 9M T Ot Lockop
NYSE - Nasdaq Real Time Price. Currency in USD
£)

85.20 +0.30 (+0.35%)
As of 2:05PM EDT. Market open.

Summary Gompany Outlool 415 Chart  Conversalions  Statislics Historical Data Prolite Financlals Analysis Options Holders Sustainabilily

Currercy in USD

Earnings Estimate Cureent Qlr. {Sep 2016} Next Qt. (Dec 2019) Current Year (2019) Next Vear (2020)
No. of Analysts 7 3 7 8
Avg. Estimate -0.51 1.29 3.75 3.9
Low Estimate -0.56 1.14 3.7 3.72
High Estimate -0,48 1.38 3.78 4,01
Year Ago EPS -0.52 1.3 3.72 3.75
Revenue Estimate Currenl Qtr. {Sep 2019) Next Qtr. (Dec 2019) Cunant Year {2019) Next Year (2020)
Na. of Analysts 4 1 7 7
Avg. Estimate 245.42M 617.93M 1.99B 2.028
Low Estimale 227M 617.93M 1.958 1718
People Also Watch
High Estimate 260.72M 617.93M 2.01B 2.16B Symbol Last Price Change % Ghange
Year Ago Sales 2339.2M N/A 1.978 1.998 SJ 32.45 +0.11 +0.34%
South Jersey Induslries, inc.
Sales Growth (year/est) 2.60% N/A 1.10% 1.80% SWX 81.10 -0.13 -0.14%
Scuthwest Gas Heldings, Inc.
X1 67.85 -0.80 -1.31%
Earnings History 9/29/2018 12/30/2018 3/30/2019 6/29/2019 Standex h lonal Corporali
SRKT 6.10 -0.13 -2.09%
EPS Est. -0.59 128 2,63 01 gtk inc. ®
EPS Actual -0.52 13 2.9 0.07 smp 43.23 -1.08  -2.44%
Standard Molor Products, Inc.
Difference 0.07 0.02 0.27 -0.04
Recommendation Trends »
Surprise % 11.90% 1.60% 10.30% -36.40%
12
. v e
EPS Trend Curant Qir. (Sep 2019) Nex1 Qlr. (Dec 2619) Curranl Year (2019) Nex\ Year (2020) Strang Buy
A Buy
Current Estimate -0.51 1.29 3.75 3.9 !
F Hold
7 Days Ago -0.52 1.29 3.75 3.9 Underpertorm
Sell
30 Days Ago -0.62 1.29 3.75 3.9 s
60 Days Ago -0.67 1.27 3.74 3,91 Aug Juny
90 Days Ago -0.64 1.27 3.74 3.91 Recommendation Rating >
34
EPS Revisions Current Qir. (Sep 2014) Nex1 Qlr. (Dec 2019) Current Year (2019) Next Year (2020) i 2 3 4 5
Strong Buy Hold  Under- Sell
Up Last 7 Days N/A N/A N/A N/A Buy perform
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Average 84.57
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i 3 t
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News Premium ~ Try It free

Southwest Gas Holdings, Inc. (SWX)

NYSE - Nasdaq Real Time Price. Currency in USD

91.10 -0.13 (-0.14%)

As of 2:02PM EDT. Market open.

Summary

Earnings Estimate
No. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago EPS

Revenue Estimate
Ne. of Analysts
Avg. Estimate

Low Estimate

High Estimate

Year Ago Sales

Sales Growth {year/est)

Earnings History
EPS Est.

EPS Actual
Difference

Surprise %

EPS Trend
Current Estimate
7 Days Ago

30 Days Ago

60 Days Ago

90 Pays Ago

EPS Revisions

Up Last 7 Days

lof2

Campany Outlook 5% Chart

Current Qir, {Sep 2079)

0.26

0.17

0.32

Current Qtr. (Sep 2018)

231.94M

227.8M

236.09M

217.52M

6.60%

9/29/2018

0.17

0.28

0.08

47.10%

Cument Qlr. {Sep 2019)

0.26

0.27

0.27

0.29

0.28

Current Q1r. {Sep 2019}

N/A

¥ Add lo watchlist

Conversalions

Next Qtr. (Deo 2019)

1.51

1.24

1.62

1.54

Next Qtr, (Dec 2019)

342,34M

285.8M

398.89M

370.21M

-7.50%

12/30/2018

1.53

1.54

0.01

0.70%

Next Qtr. (Dec 2019)

1.51

1.49

1.53

1.54

Noxt Qtr. (Dec 2019)

N/A

Statlstics

22 Visitors trend 2W ' 10W © oM T

Historicat Data

Current Year {2019)

3.94

3.85

4.02

3.86

Cunrent Year {2019)

1.418

1.41B

1.428

1.368

4.10%

3/30/2019

1.556

1.77

0.22

14.20%

Current Year (2019)

3.94

3.93

3.94

3.95

Current Year (2019)

N/A

Profiie Financials

Currency i USD

Nexi Year {2020)

4.25

415

4.36

3.94

Next Year (2020)

3

1518

1.498

1.528

1.418

6.60%

8/29/2018

0.41

0.41

0.00%

Next Year (2020)

4.25

4.24

4.25

4.26

4.24

Next Year (2020)

N/A
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Optlions

People Also Watch
Symbo! Lasi Price Change % Change
Sdi 32.45 +0.11 +0.34%
South Joissy Industries, [nc.
NJR 45,62 -0.12 -0.26%
NewdJersey Rescurces Corporation
WGL
197425
NWN 71.36 0.c0 0.00%
Northwest Natural Holding Cempa
CPK 94.74 +0.16 +0.16%
Chesapeake Utilities Corporatio
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Low 78.00 M X
Down Last 7 Days N/A N/A N/A N/A o Current 91 J()gh %000
1 1
Down Last 30 Days N/A Upgrades & Downgrades »
Growth Estimates SWX Industry S S&P 600 Initiated JP Morgan: to Overweight7/17/2018
Curent Qtr. 4.00% N/A N/A 0.00 & Downgrade UBS: Buy to Neutral 3/20/2018
Next Qtr. -1.90% N/A N/A 0.08 Wells Fargo: Market
Maintains  Perform to Market 3/1/2019
Gurrent Year 2.10% N/A N/A 0.03 Perform
Wells Fargo: to Market
11152019
Next Year 7.90% N/A NA 0.10 Initiated  porfom
DL G 5.10% N/A NA 0.08 - I o

annum) |
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~Atmos Energy's history dates back fo[2009 12010 [2011 [2012 12013 12014 12015 12016 2017 [2018 12019 12020 | ©VALUE LINE PUB, LLC{22-24
1906 in the Texas Panhandle, Over the | 5380 | 5312 | 48.15 | 38.40 | 4288 | 4322 | 4082 | 3223 | 2601 | 2800 | 24.30| 24.95 |Revenues per sh A 3795
years, through various mergers, it became| 428| 464| 472 476| 514 | 542 681 | 649 | 662| 724| 7.50| 7.80 “CashFlow” persh 8.20
gan of Ploneer Corporation, and, in 1981,| 197 26| 226| 20| 250 | 296 | 309 | 33| 360 400| 430| 455 Eamingspersh AB 5.60
ioneer named its gas distribution division 132 | 134 1361 138 140| 148 | 1561 168 | 1.80| 194| 2f0| 224 |Div'ds Decl'd per shCs 270
Energas. In 1983, Pioneer organized [ 851 | 6021 680 | 6.42| 932|832 68T | 1048 | 10.72| 13{0| 74.75| 1440 Cap'Spending persh | 1380
Energas as a separate subsidiary and dis- | 2352 | 2416 | 2498 | 26.14 | 2847 | 3074 | 31.48 | 3332 | 3674 | 4287 | 47.65! 48.90 iBook Value persh 56.05
tributed the outstanding shares of Energas | 9255 | 90, 30 1 902 64 1100,09 110148 1 10393 | 106,10 | 111.27 | 12000 1 125.00 [Common Shs Oulstg® | 145.00
lo Pioneer shareholders. Energas changed |~ 125 182 44| B3| 159| 6.1] 175] 208 | 220] 217 boMrighreaare |Avg Al PJE Raflo 230
its name to Aimos in 1988. Almos acquired | 83| 84| 90| 08| 89| 85| .88 108 ’ 141| 117| Veloqline i Relalive P/E Ratlo 130
Trans Louisiana Gas in 1986, Western Ken- | 53% | 47% | 42% | 41% | 35% | 3% | 20% | 24% 2% | 22%| °*"1™° |AwAwiDivdVied | 2%
tucky Gas Uity in 1967, Greeley Gas in [ o591 |70 | 47 [ 34385 | 36863 | 8409 | 1e2.1 33499 | 27687 | 3155 | 2915 3120 Reventes (Smi) 5500
1993, United Cities Gas in 1997, and 0thers. | 797 | 012 | 199.3 | 1922 | 2307 | 2898 | 3161 | 350.1 | 3627 | 4443 | 515| 570 [NetProfit (Smit) 815
CAPITAL STRUCTURE as of §/30/19 34.4% | 385% | 36.4% | 338% | 38.2% | 39.2% i 38.3% | 36.4% | 36.6% | 27.0% | 22.0% | 225% (Income Tax Rate 24.0%
Total Debt §3729.0 mill. Due in 5Yl’8$1150-0_ mill. ' 36% | 42% 1 46% | 56% | 59% I 6.9% | 7.6% |10.5% | 13.9% ! 14.3% | 17.7% | 18.3% INet Profil Margln 14.8%
}Jﬁgg‘jf:ag”}ag“% 7,‘?;,'2"?,,';5,23200"’ mil- 49 g% | 454% | 49.4% | 45.3% | 488% | 44.0% | 43.6% | 38.0% | 440% 34.s%l 38.5%‘ 37.0% |Long-Term Debl Ratlo | 35.0%
coverage:6.7%) 60.1% | 546% | 506% | 547% | 51.2% | 55.7% | 505% | 61.0% | 560% | 65.7% | 615% | 63.0% |Common Equly Ratio | 65.0%
Leases, Uncapltalized Annual rentals $17.7 mill, 4346.2 | 3987.9 | 4461.5 | 4315.5 | 5036.1 | 5542.2 | 5650.2 | 5651.8 | 6965.7 | 7263.6 | 9300| 9700 |Total Capital (Smill) 12500
Pid Stock None 4439.1 | 47931 | 5147.9 | 54756 | 6030.7 | 67259 | 7430.6 | 82805 | 9259.2 | 10371 [ {1500 | 12600 |Net Plant (Smill) 15600
Pension Assets-9/18 $531.7 mill | 59% | 69% | 6.1% | 6.1% | 59% | 64% | 66% | 7.2% | 64% | 6.9%| 65% | 7.0% IRelurn on Total Cap' 7.5%
T —— 18200"6“;;9&}?5504-7 il 83% | 92% | 88% | B.i% | 89% | 94% | 9% | 10.1% | 98% | 9% | 90% | 9.5% [Retum on Shr.Equlty | 10.0%
e ol TG e S  8.3% | 92% | 88% | 81% | 89% | 94% | 9.9% [10.1% | 9.8% | 93% | 80% | 9.5% |Retunon ComEqully | 10.0%
MARKET CAP: §13.0 bilflon (Large Cap) 27% | 35% | 9.3% | 2.8% | 4.0% | 47% | 49% | 51% | 4.9% | 48% | 45% | 5.0% |Relainedto Com Eq §.0%
CURRENT POSITION 2017 2018 6/30/19 68% | 62% | 62% | 65% | 56% | 50% | 51% | 50% 50% | 48% | 49% { 49% |All Div'ds to Net Prof 48%
CasaM/\leéets 26.4 13.8 46.2 BUSINESS: Atmos Energy Corporation is engaged primarily in the  cial, 5%, industrial; and 1% other. The company sotd Atmas Energy
Other 5132 4851 457.3 | distdbution and sale of natural gas to over three million customers Matketing, 1/17. Officers and directars own approximately 1.4% of
Currenl Assets 5396 4780 503.5 | through six regutated natural gas utiily operafions: Louisiana Divi- common stock (12/18 Praxy). President and Chief Execulive Of-
Accts Payable 2330 2173 206.5 | ston, West Texas Division, Mid-Tex Divislon, Mississippi Division, ficer: Michael E. Haefner. Inc.. Texas. Address: Three Lincoin
Debt Due 4477 11508  199.3 | Colorado-Kansas Divislon, and Kenlucky/Mid-States Division. Gas  Canlre, Suile 1800, 5430 LBJ Freeway, Dallas, Texas 75240, Tele-
83:?; ot Liab 18:132;’ 13‘:;? gg?g sales braakdown for fiscal 2018: 66%, residanilal; 28%, commer-  phone; 972-834-9227. Internat: www.aimosenergy.com.
Flx. Chg.Co;l. 805% 526% 915% AtmosdEnergyf appleaszslgto b(}:l erlll rouéc irllgdthe company almost 30 g'ears(}flgo, in-
31e.19] 10 a decent fisca , which ends cluding executive vice president (his cur-
ﬁfg‘aﬁ’gﬁpﬁ,ﬁ{)ﬁs 5??2, E?fsf Es:ongfum September 30th. Through the first nine rent post) and president of both the Ken-
ﬁgvenues ., -g.o;% 8.0%  60% | months, the bottom line increased 7.5%, to tucky/Mid-States and Mississippi units.
Ea?r?i?igstow Bg,//‘; 1834: 5755’;/3 $3.88 a share, versus $3.61 generated the So, we think Atmos would be im very
Dividerids 35% 65%  7.0% previous year. One driver was the natural capable hands.
Book Value 5% 70% 7.0% gas distribution division, which received a Finances are rock-solid, At the conclu-
Fiscal | QUARTERLY REVENGES (smiljA | Full | boost from higher rates, mainly in the sion of the first nine months, cash on hand
gear |pec,at Mardl Jund0 Sep.30| fice!| Mid-Tex and Mississippi segments, plus stood at $46.2 million. Moreover, long-
2016 19062 17923 629 6785 133409 8rowth of the customer base (primarily term debt was a reasonable 38.5% of total
2017 17802 9882 525 4848 |2759.7 | Within the Mid-Tex unit), Also, results of capital, and short-term commitments did
2018 |889.2 12194. 5622 4447 31155 | the pipeline & storage segment were sup- not seem to be a major hurdle. Too, $1.3
2019 ' 2915 | ported partly by increased rates from the billion of common stock and/or debt
2020 3120 | Gas Reliability Infrastructure Program fil- securities remained available for issuance
Fiscat Full | ings approved during fiscal 2018 and 2019. under a shelf registration statement. Last-
gear |Dec.3t Mar.31 Jun.30 Sep30 Rscall Total operating expenses rose 5.3% for the ly, the company can access a $1.5 billion
2096 1 .00 138 .60 .33 | 338 period, although that’s to be expected as commercial paper program and three
2017 | 1.08 152 .67 .34 | 360 the company expands. In spite of the un- revolving credit facilities aggregating $1.5
2018 | 140 157 64 41 | 400| spectacular start, we think share net will billion. All told, we believe it's capable of
2019 | 138 1.82 68 42 | 4.30{ advance close to 8%, to $4.30, for the year meeting working capital, capital expendi-
2020 | 146 180 77 .50 | 455} as a whole. Regarding fiscal 2020, 6% or so tures, and other cash needs for some time.
Cal- | QUARTERLY DIVIDENDS PAID C. Full | growth (to $4.55 a share), seems plausible, Acquisitions are also possible.
endar |Mar31 Jun30 Send0 Decdi| Year | if operating margins widen further, For now, these top-quality shares
015 | 38 39 39 42 | 59| Michael Haefner intends to step down have unspectacular total return
2016 | 42 4 42 45 | 17¢| as CEO on Scptember 30th. His reason potential. This reflects recent stock-price
2017 | 45 45 45 45| 184] is to deal with a certain health problem. strength and a dividend yield that's less
2018 485 485 485 .525| 198| The anticipated successor, Kevin Akers, than average for a natural gas utility.
2019 525 625 625 has held various key positions since join- Frederick L. Harris, 111 August 30, 2019

{A) Fiscal year ends Sept. 30th, (B) Diluted | Next egs. rpi. due early Nov.
{C) Dividends hlS(Oi’lC&l%
(1¢); 18, $1.43. Excludes discontinued opera- | June, Sept, and

shes, Exc!, nonrec, items: ‘09, 12¢; 10, 5¢; '11,

iD In millions.
paid in early March,
iv. relnves(ment plan. | outstanding.

tions: '11 10¢; 12, 27¢; '13, 14¢; '17, 13¢. Direct sxock purchase plan avall
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ANNUAL RATES Past

Past Est'd '16-'18

nicely, from an earnings standpoint,
during the first half of 2019. Indeed,
share net of $2.24 was around 10% higher
than the prior-year total of $2.03. This was
mainly because of the Regulated Energy
segment, driven by such factors as the

Eastern Shore and Peninsula Pipeline
service expansions and organic growth

within the natural gas distribution busi-
ness. Another positive was a diminished
effective income tax rate. But the Unregu-
lated Energy division was held back, to a

certain extent, by lower results at the
PESCO  unit. Chesapeake's interest
charges climbed substantially during the

period, too.

We anticipate an underwhelming
showing for the full year, however. Al-
though the company seems headed for a
good third quarter, the 2018 December-

period figure of $1.08 a share will be quite

ofchange{parsh) 10 Yrs, 5Yms. 102224
Revenues 40% 50% 9.5%
"Cash Flow" 9.0% 1.5% 8.0%
Earnings 9.0% B8.0% 9.0%
Dividends 5.0% 6.0% 9.0%
Book Value 10.0% 105% 9.0%
Cal- QUARTERLY REVENUES ($ mlll) Full
endar |Mar31 Jun.30 Sep.30 Dec.31| Year
2016 [1463 1023 108.3 142.0 | 493.9
2017 |1852 12561 1269 1804 | 617.6
2018 2394 1367 1403 2011 | 717.5
2019 12276 1309 135 1965 | 690
2020 1242 145 153 210 750
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun30 Sep.30 Dec31| Year
2016 | 133 52 29 13 | 286
2017 | 117 37 42 J2 | 268
2018 | 1.64 39 34 108 | 345
2019 | 1.74 50 45 81| 350
2020 | 1.85 55 51 B84 | 375
Cal- | QUARTERLY DIVIDENDS PAID B« Full
endar |Mar.31 Jun.30 Sep.d0 Dec.3i| Year
2015 27 27 288 288 1.12
2016 280 288 305 305 1.18
2017 306 306 325 325| 1.28
2018 325 35 37 37 1.39
2019 37 37 405

difficult to surpass. Thus, the bottom line
may end up at around $3.50, not much
higher than last year's $3.45-a-share tally.
But regarding 2020, profits in the neigh-
borhood of $3.75 (a 7% advance) appear

possible, aided partly by incremental bene-

RECENT PE Tralling: 258 ;RELA?WE 6 DIvD VN VALU
CHESAPEAKE UTIL. wvez.ce  [FEE" 04,31 [f5w 26.1 (ke BE)Ame 1,600 1.7 /o
mweutess 3 e | 18] 232] 2057 0T 2T 56 8] ] A B ] ] B Tage! s e
SAFETY 2 Newtiwis LEGENDS
TECHNICAL 2 Lovesdgnpte | dvidedby sl fao e 200
.-+ Relalive Price Strangth 180
BETA .65 (1.00=Markel) or-2splt 944 - 1 | T T v 7T |eeeeg .
202224 PROJECTIONS | llnsi s, 100
Ann't Totat e ® 80
Prics  Galn  Ralurn 3-fof-2 T PE T
[ii%ll'l 140 (+50:/o} 122{: ¥ ‘A'—."-.‘"*“!L._ —== 80
0 100 (+5% 4% hpH — 50
insider Decislons o F i 40
ONDJFMANY i Ty L 20
By 001000000 gt gt
Optios 0 0 01500908 0]|, ul! |20
loSeh_ 010000000 ' % TOT. RETURN 7/19
institutional Declsions THS  VLARITH
0205 408 0B | porcont 15 - o okl
N O VRO 1 - - BB T s il A B
HAs00)) 10580 10581 10679 T AL ] il ttl[[ﬂl]l]]]ﬂﬁnnﬂlill il Sy. 1372 419
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 12011 2012 12013 {2014 |2015 ‘2016 [2017 [2018 {2019 [2020 | © VALUE LINE PUB.LLC]22-24
1911 2070 | 26021 2305 | 2541 | 2846 19.07 | 2993 | 29.13| 27.26 | 3073 | 34.49 | 3007 | 3060 | 37.79 | 43.81 ] 4060 | 4285 |Revenues per sh 6375
242 226| 235| 2.18| 252| 250F 245| 350, 369 395! 435| 473| 505] 516 542| 647 6.75| 7.25 |"Cash Flow" per sh 200
1471 1.09 1.18 115 1.29 139 143 1.82 1.91 199 | 226 247 | 288 | 286 268 | 345 350 3.75 |Earnings per sh A 5.00
73 75 76 a7 78 81 83 87 91 96| 1.01 107 | 112 1.19 1,26 1.39 1.55 1.68 | Div'ds Decl'd per sh B» 215
139 207| 374 487 3.08] 300 189 3.18| 328 500| 672| 666 | 947 | 1042 | 1073 1647 | 7045 10.75 |Cap’l Spending per sh 11.80
859| 907]| 960 11.08| 11.76| 1202 1489 | 1584 | 1678 | 17.82 | 1928 | 2059 | 23.45 | 27.36 | 29.75 | 31.65| 3555 | 57.00 |Book Value per sh 49.00
849 860| 882| 1003{ 1017] 1024] 14.09| 1429 | 14.35 | 14.40 | 14,46 | 1459 | 1527 | 16.30 | 16.34 | 16.38 | 17.00| 1750 |Common Shs Oulst'g € | 20.00
12.7 15.0 16.8 17.9 16.7 14.2 142 122 14.2 14.8 156 1.7 19.1 218 218 229 | Bord fighres are |Avg Ann'l P/E Rallo 24,0
72 79 89 97 .89 85 95 78 89 .94 88 93 96 114 1.40 1.24 VaiueyLina Relativa P/E Ratio 1.35
49% | 46% | 38% | 38% | 86% | 41% | 4.1% | 3.9% | 3.4% | 33% | 20% | 24% | 22% | 9% | 17% | 18% | "7 |Avg Anwl Divid Yield 18%
CAPITAL STRUCTURE as of 6/30/13 2688 | 4275 | 418.0 | 3925 | 444.3 | 498.8 | 4592 | 4989 | 6176 | 7175 690 750 {Revenues ($mill) 1275
Total Debt $652.7 mill. Dure n 5 Yrs $410.0 mill. 59| 261| 276 289 | 328 | 361 402 | 447 | 438] 566 60.0] 650 |Net Profit ($mil) 100
;—gﬁ:&fgf{;ﬁgg‘_‘s 7X,L;t’;'f;‘°;;§‘5-° il Ta18% | 39.7% | 394% | 40.1% | 402% | 39.9% | 39.5% | 388% | 305% | 27.1% | 255% | 26.0% |income Tax Rate 27.0%
sy bt (8% of Capt) | 59% | 6.1% | 66% | 74% | 74% | 7% | 88% | 90% | 7.1% | 79% | 8% | 8.7% |NetProfit Margin 7.8%
Leases, Uncapitalized Annual rentals$2.4 mill. 320% | 284% | 31.4% | 28.4% | 29.7% | 34.5% | 29.4% |23.5% | 28.9% | 37.9% | 35.0% | 38.0% Long-Term Debt Ratlo 30.0%
Ptd Stack None 68.0% | 716% | 68.6% | 71.6% | 70.3% | 65.5% | 70.6% |765% | 71.1% | 62.1% | 65.0% | 62.0% [Commen Equity Ratio | 700%
Pension Assets-12/18 852.3 mill 3086 | 315.9 | 3511 | 3585 | 3964 | 458.8 | 507.5 | 5830 | 6837 | 8345| 830 | 1045 [Total Capital ($mill) 1400
Common Stock 16,403 eng: 704 mil 4364 | 4628 | 487.7 | 5418 | 6312 | 6898 | 8550 | 9867 | 11260 | 13840 | 1475 | 1640 |Net Plant (Smil) 2000
asol7aiie o 6.1% | 9.1% | 89% | 88% | 88% | 85% | 89% | 86% | 7.3% | 78% | 75% | 75% |Returnon Total Capl | 8.0%
76% | 115% | 115% | 11.2% | 11.8% | 12.0% | 11.2% | 10.0% | 9.0% [ 10.9% | 10.0% | 10.0% |Return an Shr. Equity 10.0%
MARKET CAP: $1.5 billion (Mid Cap) 76% | 11.5% | 11.5% | 112% | 11.8% | 12.0% | 11.2% |100% | 9.0% | 10.9% | 10.0% | 10.0% |Return on Com Equity 10.0%
38% | 66% | 66% | 64% | 7.4% | 7.4% | 6.8% | 61% | 49%| 67% | 55% | 55% |Retained to Com Eq 5.0%
CURSFI'J%‘I{T POSITION 2017 2018 8/30/18 50% | d2% | 42% | 43% | 40% | 38% | 40% | 39% 45% | 39% | 44% | 45% |AlIDIvdstoNetProt 43%
Cash Assets 5.6 6.1 7.3 | BUSINESS: Chesapeake Utllifes Corporation consists of two units:  wholesales and distributes propane; markets natural gas; and pro-
Other 1730 1854 1169 | Reguated Eniergy and Unregulated Energy. The Regulated Energy  vides other unregulated energy services, Including midstream serv-
Current Assets 1786 1915 1242 | saqmant (45% of 2018 revenues) distribules natural gas in Dela- ices In Ohto, Officers and direclors own 4.2% of common stock; T.
Acals Payable 747 1298 508 | ware, Maryland, and Florida; distributes electriclty in Florida; and  Rowe Price, 13.7%; BlackRock, 8.2% (4/19 Proxy). CEO: Jefry M.
83?;{01.19 29% Sggé 3;?3 transmits natural gas on the Delmarva Peninsula and in Fiosida. Houssholder. Inc.: Delaware. Address: 909 Silver Lake Boulevard,
Current Liab. 4130 5287 T5io4 | The Unregulated Energy operation (55% of 2018 revenues) Dover, DE 19904, Tel.: (302) 734-6798. Inlernet: www.chpk.com.
Fix. Chg. Cov. 745% 636% 640% | Chesapeake Utilities Corp. performed fits from prior acquisitions. Generally fa-

vorable weather conditions would be an-
other plus.

Our 2022-2024 projections show that
steady dividend increases will occur.
Furthermore, the equity's payout ratio
over that span ought to be roughly 45%,
which should not place a major financial
burden on Chesapeake. It's important to
mention, though, that the current dividend
yield of 1.7% is nothing to write home
about when measured against those of
other stocks in Value Line’s Natural Gas
Utility Industry,

These shares arce hovering not very
far from their all-time high reached
earlier this year. We believe this can be
traced, to a large degree, to the company’s
solid earnings thus far in 2019, Note, also,
the 2 (Above Average) Safety rank, lower-
than-market Beta coefficient, and relative-
ly high Price Stability score.
Nevertheless, the price movement has
resulted in subpar long-term capital
appreciation potential. Furthermore,
CPK stock is only an Average (3) selection
for Timeliness.

Frederick L. Harris, 11l August 30, 2019

(A Oiued shrs. Excludes nonrecurring items: | (B) Dividends historically pald in ear
08, d7¢; 15, 6¢; '17, 87¢. Excludes discontin-

oril

(
|, July, and October. « Divideng relnvest-

ued oparations: '03, d9¢; '04, d1¢. Next earn- | ment plan. Direct stock purchase pfan avall-

Ings report due early Nov.
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2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 {2010 {2011 [2012 {2013 [2014 {2015 {2016 |2017 2018 [2019 [2020 | © VALUE LINE PUB, LL.C| 22-24
31.14| 3044 3810 | 3981 | 3631 4537 317 | 32.05| 3630 | 27.08 | 3836 | 4440 |-3209 | 2190 | 2628 | 3324 | 30.70| 3285 {Revenues per shA 35.60
1190 125 131 137 122] 181 158 | 1.83| 170 186 | 193| 273 | 252 | 246 | 268| 374 295| 325 |“Cash Flow” per sh 3.70
79 .85 88 93 J8F 13 12| 123| 29| 136| 137| 208| 178 | 161 13| 274 190 | 215 {Earnings persh B 250
41 43 45 48 51 56 62 .68 72 17 81 .86 93 98| 104 N 1.17| 1.21 {Dlv'ds Decl'd par sh C« 1,33
57 J2 64 64 J3 86 80 105| f13] 126 13| 152{ 376 4.145| 380| 439| 220 2.25 |Cap'l Spending persh 2.30
53| 562) 530| 750§ 775| 664| 829 8.8l 936 | 980 | 1065 | 11.48 | 1299 | 1358 | 1433 | 16.18 | 17.05| 18.30 {Book Value per sh©® 21.85
8170 | 8322 8264 8288 8322 84.12] B3.17 | 8235 | 6289 | 83.05 | 6332 | 84.20 | 8519 | 8588 | 8632 | 67.69 | 88.00| 88.25 |Common Shs Outstg € | 89.00
40| 153| 168 16.1 21.6 12.3 1491 150 168 | 168 | 160 117 16.6 [ 213 224 15.5 | Bold iglres s |Avg AT PERatlc | 17.0
80 81 89 87| 15 74 99 85| 105( 1.07 80 62 84| 112 1.13 85 ValuslLine | Relativa P/E Ratio 95
37% | 33% | 3% | 32% | 30% | 83% | 35% | 37% | 3.3% | 34% | 37% | 35% | 3.1% | 29% | 27% ] 27% | "1™ |svg Anl Divd Vield 25%
gA‘P:LA;th&gg;URﬁ Ss o!] 6!3(;/1933704 i 2592.5 | 26393 | 3009.2 | 2248.9 | 31981 | 3738.1 | 2734.0 (1880.9 | 2268.8 | 2915.1 | 2700 | 2900 |Revenues {$mili} A 3t70
otai De ./ mil.huein 5 yra 4 Mit. 101.0 § 1018 | 1065 | 1124 | 113.7 | 1769 | 1537 | 1381 | 149.4| 240.5 170 196 |Net Profit {$mill) 220
LT Debt $1211.8 mill. LT Interest $46.3 mill, o 9
incl. $359 mill capitaized leases. 27,1:A> 41.4% 30.2°Aa 7.|:/o 25.4:/0 30.2% 26.3:/» 15A5:/o 17.2% | NMF | 15.0% | 15.0% IncomeTax Rale 15.0%
(LT Interest eamed: 5.0x; total Interest coverage; | 39% | 9% | 35% | 50% | 36% | 47% | 56% | 7.3% | 66% | 83% | 6.2% | 6.6% |NetProfitMargin 7.0%
5.0x) 39.8% | 37.2% | 355% | 39.2% | 36.6% | 38.2% | 43.2% |[47.7% | 44.6% | 45.4% | 44.5% | 43.0% |Long-Term Debt Ratlo 40.0%
Pension Assets-9/18 $357.4 mif. 60.2% | 628% | 64.5% | 60.8% | 634% | 61.8% | 56.8% |523% | 55.4% | 54.6% | 55.5% | 57.0% |Common EquityRatio | 66.0%
T — Oblig. §495.4 mill. 7448 | 1154.4 | 1203.1 | 1339.0 | 1400.3 | 16644 | 19506 | 2230.1 | 2233.7 | 25996 | 2700| 2835 |Total Capital ($mil) 3240
on 1084.4 | 11357 | 1295.9 | 1484.9 | 1643.1 | 1684.1 | 2128.3 | 2407.7 | 2609.7 | 2651.1 | 2705 | 2760 |Net Plant (Smi) 2925
Common Stock 89,980,410 shs. OT% | 97% | 97% | 92% | 9.0% | 121% | 86% | 69% = 7.7% | 10.2% | 7.5% | 8.0% [Retum on TotaiCapl | 8.0%
as of 8/2/19 14.6% | 14.0% | 13.7% | 13.8% | 128% | 18.3% | 13.9% | 11.8% 12.1% | 17.1% | 10.0% | 12.0% |Return on Shr. Equity 11.5%
MARKET CAP: $4.0 billlon (Mid Cap) 14.6% | 14.0% | 13.7% | 13.8% | 12.8% | 18.3% | 13.9% [11.8% | 12.1% | 17.1% | 14.0% | 12.0% |Return on Com Equity 11.5%
CURRENTPOSITION 2017 2018 6/30119 | 72% | 67% | 62% | 62% | 52% |11.0% | 7.0% | 48% | 5.0% [ 103% | 4.5% | 5.0% [Retained to Com Eq 5.0%
Cas MALssets 22 15 26.3 50% | 52% | 55% | 55% | 59% | 40% | 50% | 60% 59% | 40% | 61% | 56% |All Div'ds to Net Prof 53%
Other 577.2 7686 4836 | BUSINESS: New Jersey Resources Corp. Is a holding company lary provides unregulated retallivholesale natural gas and related
Current Assets 5794 7701 509.9 | providing retail/wholesale enargy svcs. to customers in NJ, and in  energy svcs, 2018 dep. rate: 2.7%. Has 1,068 empls. Ofl/dis. own
states from the Gulf Coast to New England, and Canada. New Jer- 1.3% of common; BlackRock, 13.2%; Vanguard, 9.7% (12/18
fioc= hayabie 2006 3735 24331 sey Natural Gas had 538,700 cusl. at 9/30/18, Fiscal 2018 volume:  Proxy). Chairman, CEO & President: Laurence M. Downes. In-
Other 908 101.9 114.8 | 266 bill. cu. 1. (17% intersuplible, 17% res., 9% commercial & elec. corporated: New Jersey. Address: 1415 Wyckoff Road, Wall, NJ
Current Liab, 8029 7509 ~582.0 | utiity, 40% capacily release programs). N.J. Natural Energy subsid- 07719, Telephone: 732-938-1480. Web: www.njresources.com.
Eix. Chg. Cov. SI5% _5%5% _550% | Since our May review, shares of New a roughly 7.5% downturn in revenues, to
AjNgJUALHA}"ES 10P?{8l ;’:s! Es!‘q£21§£;18 Jersey Resources have started to $2.7 billion, due to sharply lower volumes
‘,’qgv%”gﬂgers) B8y asy ‘°4‘5% decline. In fact, over that time frame, the from the nonutility operations. Alterna-
“Cash Flow" 70% 80% 40% | equity's price has receded about 8.5%. In tively, the New Jersey Natural Gas
Slarrc}lngg ;%’ gg:ﬁ 33;? comparison, the S&P 500 Index climbed (NIJNG) segment continues to add new
okt 0% son g:b“}g roughly 2% over this same period. customer accounts. That regulated busi-
— T VENUES e Meanwhile, the company posted ness has added 6,800 active meters in the
vecal | QUARTERLY REVENUES (Smil) A | Full | 1o er-than-expected June-quarter fi- first nine months of this year. Still, despite
Ends |Dec.31 Mar3l Jun30 Sep30) Year'| nancial results. NJR's revenues fell cost-cutting  efforts, the diminished
2016 14443 5742 3932 4692 [1880.9| 19.9% on a year-to-year basis, to $434.9 volumes and rising share count will proba-
gg:z %15; 13?33 g%? gi?g gg?g? million. This reflected a 28.4% downturn bly equate to a more-than-30%-earnings-
2019|8118 8663 4349 3870 |2700 in nonutility volumes partially offset by a per-share downturn, to $1.90 for the year.
2020 860 810" 485 645 |2sa0 c115.5% rise 12 utility revenues. This is evi- This falls slightly below management's
ent in a 16.9% drop in system through- guidance range of $1.95-$2.05 a share.
Neor |, EARNNGS PER SHARE # > FTé‘«l:Ll put, to 174.1 bef during the quarter. On  We de look for things to turn around
gﬂgs Pecdt Mar31 Jun30 Sep.30| Vesr | (pe margin front, operating costs declined in fiscal 2020. Despite the uneven per-
2016 [ .58 91 13 402 | 181] 600 basis points, as a percentage of the top formance from the nonutility business
%g}g 12% }g; dgg ggg ;;ﬁ line, largely due to reduced nonutility gas NJR continues to grow through its capitai
2019 | 8 127 d20 22 | g0 glu;icnk}z;easnc:nd decreas’%(}i1 op<l:‘rat10_n & expansion program. Meanwhile, the NING
2020 68 133 d14 28 | 215 expenses. ose line items segment is on pace to add 28,(_)00-30,000
QUARTERLY DIVIDENDS PAID © fgll 31% and‘8.7% versus the year-ago pe- new customer accounts from fiscal 2019
Cal- * | Ful | riod, respectively. On balance, the fiscal through fiscal 2021. What's more, the com-
endar |Mar31 Jun30 Sen30 Dec.31| Year | third-quarter bottom-line loss more than pany recently filed for a $128.2 million
2015 | 23 2 28 24 93| doubled to a deficit of $0.20 a share. base-rate increase with the New Jersey
2006 | 24 24 .24 285 | 98| phys, we have reduced our fiscal 20619 Board of Public Utilities.
ggg ggg g?g ggg g;gs ]?‘1‘ (ends September 30th) top- and All told, these neutrally ranked shares
2018 | 2025 995 ogps ' :)ht)_ttorr}-lme outlooks accordingly. At appear richly valued at this juncture.
is point, NJR appears poised fo register Bryan J. Feng August 30, 2019
iA; Fiscat year ends Sept, 30th. (C) Dividends historically paid in early Jan,, million, $4.20/share. Company’s Financial Strength A+
B) Diluted earnings. Qtly egs may not sumto [ Apri, July, and Octaber. » Dividend reinvest- | (E) In millions, adjusted for splHis. Stocﬁ s Price Stability 85
total due fo change in shares outstanding. Next | ment plan available. Price Growth Persistence 75
earnings report dus early Nov. (D) Includes regulatory assets in 2018: $368.6 Earnings Predictabllity 45
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By 000000000 i ) 12
W 0010694900
Institutional Decislons . kTOT}ﬁsTU%?A‘%:. -8
2 ; STOCK  INDEX
108y . ‘Olg 40231: t012 2129 Z.f;f;’;“ }g ; i S g } T T tyr. 128 2.7
1082 85 85 78 | traded 9 IO L b LT LIS TR INEIN 3yr. 204 279
| HIgso0] 19034 19492 19999 IR TR I [ Syr. 949 418
2003 | 2004 [ 2005 | 2006 | 2007 | 2008 ' 2009 _ 2010 _ 8811 12012 2013 12014 [201 5 (2016 2019 | 2020 | ©VALUELINE PUB.LLC|22-24
2357 2569 | 3301 | 37.20| 39.43 | 89.16| 3817 | 3056 | 3172 | 2744 | 2802 | 2764 | 2639 | 2361 | 2652 | 2445| 27.20| 26,05 |Revenues persh 2645
085| 392 434| 476] 541| 531 520| 58] 500| 494| 504 | 505| 491 | 493 | 104| 528 | 510| 545 |“Cash Flow” persh 635
1767 18| 2.1 2351 276 257 283 213 239 222 224 2.16 196 | 2.12 | d194 238 240 | 260 |Earnings per sh A 350
127 130 132 1,39 144 1.52 1.60 1.68 75 79| 1.83 1.85 1.86 187 1.88 1.89 193 1.87 | Div'ds Decid per sh Ba 220
490 552) J348| 356 448 392| 509| 935| 37| 4.9 513 | 440 | 437 | 487 | 743| 743| 655 6.65 |Cap'lSpending persh 6.25
1952 | 2064| 2128 | 2201 | 22521 23.71| 2488 | 2608 | 2670 | 27.23 | 27.77 | 28.42 | 28.47 | 28.71 | 2585 | 26.41| 2655| 26.85 |Book Value persh © 29.40
25941 2755| 2758 | 2724 | 26.41| 2650 | 2653 | 2658 | 2676 | 2692 | 27.08 | 27.28 | 27.43 | 2863 | 2874 | 28.88| 3050 31.00 |Common Shs Outst’g © | 3200
1587 167| 170 6.9 16.7| 181 16.2 17.0 190 | 211 194 207 237§ 269 26.9 266 | Bold tiglres sre |Avg Ann'l P/E Ratio 220
90 88 9 86 891 109) 101 108 | 119] 134 109| 109} 119 | 141 141 144 |  Velugitlng Relative P/E Ratio 1.20
46% | 42% | 37% | 37% | 3.1% | 33%| 37% | 36% | 39% | 38% | 42% | 41% | 40% | 33% | 30%| 30% | M laygAnn' Divid Yield 29%
CAPITAL STHUCTURE as of 6/30/19 1012.7 | 812.1 | 848.8 | 7306 | 7585 | 7540 | 7238 | 6760 | 7622 | 706.1 830} 870 {Revenues ($mili) 810
Total Debt $930.6 mill. Due In 5 Yrs $360.0 mil 751 727 | 639i 599 i 605! 587 i 5371 589 ! d566| 6731 6501 650 iNel Profit (Smil) 90.0
LTDebl S806.1 mill. LT interest $40.0mil. 1755391 30 555 | 404% | 424% | 408% | 415% | 400% |40.9% | 400% | 26.4% | 27.0% | 21.0% [incomeYaxRale 27.0% |
(Totalintsrest coverage: 3.75) T4% | 89% | 75% | 82% | 80% | 78% | 74% | 87% | NMF| 95% | 8.8%| 9.3% |NetProfit Margin 12.3%
47.7% § 46.1% | 47.3% | 485% | 47.6% | 44.8% | 425% |44.4% | 47.9% | 48.1% | 47.0% | 47.0% |Long-Term Debt Ratlo 46.5%
Penslon Assets-12/18 $257.8 mill, 52.3% | 53.9% | 527% | 51.5% | 52.4% | 55.2% | 57.5% | 556% | 52.1% | 51.9% | 53.0% { 53.0% jCommon Equity Ralio 53.5%
Oblig, $455.6 mill. | 1261,8 | 1284.8 | 13562 | 1424.7 | 14336 | 13890 | 1357.7 | 16208 | 14260 | 14689 | 1530| 1615 |Total Capital (Smil) 1750
Pid Stock None 16701 | 1854.2 | 18939 | 19736 | 20629 | 21216 | 2182.7 | 22609 | 20550 | 2421.4 | 2510 2640 | Net Plant {Smi) 2745
Common Stack 30,442,700 shares 73% | 7.0% | 62% | 57% | 58% | 58% | 55% | b.% | NMF| 5.8% | 60% 6.0% |RelunonTotaiCapl | 7.5%
as of 7/26/19 114% | 10.5% | 89% | 8.2% | 81% | 26% | 68% | 69% | NMF| 8.8% | 0% | 89.0% |Returnon Shr.Equity 12.0%
11.4% | 105% | 89% | 82% i 81% | 76% | 69% | 69% i NMF| 88% | 9.0%| 9.0% IReturn on Com Equlty 12.0%
MARKET CAP $2.2 biillon (Mid Cap) 5.0% | 4.0% % ] 16% | 5% ] 1.1% 6% 9% | NMF! 21% [ 20% | 2.0% [Refalned o Com Eq 4.5%
CUH&?&T) POSITION 2017 2018 6/30/19 56% 1 61% | 73% | 80% | 8i% i 85% | 92% | 8/% | NMF | 76% | 80% | 76% |All Div'ds to Net Prof 63%
Cash Assets 35 12.6 60.9 | BUSINESS: Northwest Natural Holding Co. distributes natural gas  Pipsline system. Owns local underground storage. Rev. break-
QOther 2664 2833 1782 | 19 1000 communities, 750,000 customers, in Oregon (89% of cus- down: fesidentlal, 37%; commercial, 22%; Industrial, gas trans-
Current Assets 2699 2959  239.1 | tomers) and In southwest Washinglon state. Princlpal cities served: pontation, 41%. Employs 1,167. BlackRock Inc, owns 15.0% of
Accts Payable 1123 1159  76.4 | portand and Eugene, OR; Vancouver, WA, Service area popula- shares; officers and diractors, 1.1% {4119 proxy). CEO: David H.
8‘55’;,0”9 ﬁgg %gg }gg? tion; 3.7 mill. (77% in OR). Company buys gas supply from Canad- Andersen. Ing.: Oregon. Address: 220 NW 2nd Ave,, Portland, OR
Current Liab. 3810 5091 307.0 | an and U.S. producers; has transporation rights on Northwest 87209. Tel.: 503-226-4211. Internsl: vivw.nwnalural.com.
Fix. Chg. Cov. 362% 357% 369% | Northwest Natural Holdings showed business lines, while reducing seasonality '

ANNUAL RATES Past Past Estd’16-'18| some improvement in its second- a bit. Additionally, Northwest Natural
olchangefpersh)  10¥is  S¥is  t0'R% | guarter results. Earnings per share rose recently acquired Falls Water Company, a

Ll gg,;: gg;: 25% | to $0.07, helped by lower environmental municipal wastewater utility in Idaho

Earnings -105% -18.0% 27.0% | expenses and higher allowable base rates Falls. This purchase will make up a small-

gi&;ﬂe&g&e %SZ" 1.0% ?g‘;’g in Oregon. The company added around er portion of the business, but allow for
70 b . 0

12,400 new customers in the past year, further growth in the years ahead. All
Cal- | QUARTERLY REVENUES (5 mil) Ful | which also helped boost usage, and the told, we think earnings will reach $2.60
endar |Mar31 Jund0 Sep.30 Dec31| Year | Mist storage facility came into service and per share in 2020.
2016 12656 892 877 2335 | 6760 | added to performance. Moreover, losses re- The Mist storage facility ought to help
2017 12973 1363 882 2404 |7622| lated to the company’s stake in Gill Ranch earnings expand in the coming years.
2018 12647 1246 912 2267 | 706.1| were recorded as discontinued operations, This area was placed into service in May
2018 12853 1234 125 2963 | B30 owing to its pending sale. The second half and will provide no-notice natural gas to
2020 1500 140 130 300 870 of 2019 will likely be a bit weak, as the Portland General Electric. Too, it will
cat- EARNINGS PER SHARE A Ful | company returns some of the tax reform boost net income growth, especially when
endar_|Mar.31 Jun.30 Sep.30 Dec.31| Year | yepefits to customers. Too, a rate case out- electricity demand is at its highest during
2016 | 133 07 d29 101 | 212} come will reduce interstate storage in- weather extremes.
20177 [ 140 10 d30 d314 |di94} come. Meantime, both common stock and Dividend growth is steady. Though the
2019 | 146 401 d39 127 | 233 long-term debt were issued, driving inter- yield is lower than at other utilities, the
%8;8 1122 % ggg ;gg ggg est expense higher and diluting share net. payout is safe and may start to expand at
: : : X ~— Still, a decent outcome on its Washington an improved rate in the coming years,
Cal- | QUARTERLYDIVIDENDSPAID®. | Full | rate case, which covers around 11% of all aided by profits from the Mist facility.
endar |Mar31 Jun.d0 Sep.0 Decdi| Year | cystomers, will probably offset this in the Northwest Natural stock is neutrally
2015 | 465 465 465 4675| 1.86 | coming months. Overall, we think earn- ranked for Timeliness. Too, it is trading
2016 | 4675 4675 4675 470 | 187 | ings will reach $2.40 per share this year. within our 3- to 5-year Target Price
2017 | 470 470 470 4725 | 188| The move into water utilitics has Range. Most accounts would be best
2018 | 4725 4725 4725 475 | 189| pelped operations considerably. The served waiting for a dip in price.

019 | 475 A5 475 step into the space has helped diversify its John E. Seibert 111 August 30, 2019
(A) Diluted earnings per share. Excludes non- 1?) Dividends historically paid in mid-February, | {D) Includes intangibles, In 2018; $371.8 mil- Comfan'x's Financlal Strength A
recurring items: '06, ($0.06); ‘08, {$0.03); ‘03, | May, August, and November. lion, $12.87/share. Stock’s Price Stabllity 95
6¢; May not sum due to rounding. Next earn- | « Dividend reinvestment plan available. Price Growth Persistence 30
ings report due In early November. (C) In miflions. Earnings Predlctabliity 5
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Anpl Total Pl apfhnt®
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Inslder Decisions T el 40
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By 00000000 Q
dh 58584088 i -
institutional Decisfons I e R ;{m
0018 4ONW 0V p oo o STOCK  IDEX
to Buy 120 137 152 ghares 14 - 5 P iy 214 2.7
to8ell 134 138 124 | yaded 7z e I FT—— dyr. 508 279 |
HA'(00) 39573 39774 40068 ’ (il Sy 1850 419
The shares of ONE Gas, Inc. began Irad-| 2009 {2010 {2011 12012 [2013 |2014 2015 {2016 12017 [2018 | 2019 [2020 | ©VALUE LINE PUB.LLC[22-24
ing ‘regular-way” on the New York Stock [ .| -] .T .| ..[ a402| 2962 | 2730 | 20.43 | 3108 | 31.40| 3270 |Revenues per sh 40,00
Exchange on February 3, 2014, That hap- 452 | 482 | 543 | 596 632| 690| 7.25|'Cash Flow" per sh 9.00
pened as a resull of the separation of 207 | 224 | 265| 302| 325| 345| 365 |Eamings persh A 475
ONEQK's natural gas distribution operation. ~ 84| 120| 140 188 1.84| 200| 216 |Divds Decldpersh B | 285
Regarding the details of the spinoff, on Jan- = . = 5 SCIEFG| 583 591 | 681 750\ 850 670 |CapiSpendingpersh | 890
vary 31, 2014, ONEOK distributed one| --1 .| .. .| .| s445 | 3524 | 3602 | 3747 | 3886 | 41.05| 42.75 Book Value per sh 47.90
share of OGS common stock for every four [ <1 -~ -1 | 775208 | 5226 | 5228 | 5231 | 6257 | 5.0 | 5350 |Common Shs Oulstg © | 55,00
shares of ONEOK common stock held by [ < [TUe | 8| 227 235| 231 | soldfigless are |AvgAnn'l PEE Raflo %0
ONEOK shareholders of record as of the - - -l .- 94 100 19 1t8| 1.25| Vvawaline |Relative P/E Ratlo 140
glose ottbusigeshs o% }{Engﬁrydﬁi. It should b el o] 2% | 27% | 23% | 24% | 25% | ™ lavg AmiDivdYeld | 2.3%
e mentioned that not retain " " , ~ »
eny ownershipintorestnthe rewcompeny. | 7| | | ) 7| Yien | | vas | weo| moe| e| 65 mobomn | 30
$3::Téeislsggl;g‘gun}3ﬁ g: gf‘ :lg["{/|'159$3000mlll .- .- . .- -+ | 38.4% | 38.0% | 37.8% | 36.4% | 23.7% | 21.5% | 22.0% |income Tax Rate 235%
Al At 50 o0 .- .- -+ ] 60% ] 7.7% § 98% [ 104% | 105% | 11.1% | 11.1% |NetProlitMargin 11.8%
e ORI 0% | 595% | 3.7% | 6% | 986% | 380% | 380% [Long-Term Debt Ao | 38.0%
coverage: 5.4%) - | 599% | 605% | 61.3% | 622% | 61.4% | 62.0% | 620% |Common Equity Ratio | 62.0%
Leases, Uncapitalized Annual rentals §6.3 mlll. 50 -+ 123953 | 3042.9 [3080.7 | 31535 | 33281 | 3510 | 3690 |Total Capital (Smill) 4250
P{d Stock None .. ~~ 32937 | 3511.8 | 3731.6 | 4007.6 | 4283.7 | 4500 | 4700 |Net Piant (Smi) 5400
Penslon Assets-12/18 5314{1 fggl N Cred e | 44% ) 47% | 52% | 58% | 60% | 65%| 65% |ReturnonTotal Cap!l 7.5%
R T e | 6% | 4% | 82% | 84% | 85% | 85% [Retumon Shr. Equity | 10.0%
as of 72219 e — o - 00 | 61% | 65% | 74% | 82% | 6.4% | 8.5%| 8.5% [Retun on Com Equity 10.0%
| MARKET CAP: 4.8 billion (Mid Cap) .- o0 ot E 37% | 31% | 36% | 37% | 37% | 3.5% | 3.5% |RelainedtoComEq 4.5%
CURRENT POSITION 2017 2018 &/30/18 G a0 oC 40% | 53% | 52% | 55% | 58% | 57% | 59% jAlDIv'ds to NetProf 56%
CasSM/’stLée!s 144 213 11.1 | BUSINESS: ONE Gas, inc. provides natural gas distribulion serv-  dustdal, 10%; wholesate & public aulhority, 1%. BlackRock owns
Other 5746 5220 3657 | lces to over two milion customers. It has thvee divislons: Oklahama approximately 11.9% of common stock;, The Vanguard Group,
Current Assels 5890 543.3 376.8 | Natural Gas, Kansas Gas Servics, and Texas Gas Service. The 9.9%; T. Rowe Price Assoclales, 8.5%; officers and direclors, less
Accls Payable 1437 1745 67.6 | tompany purchased 180 Bef of natural gas supply in 2018, com- than 1% {4/19 Proxy). CEO: Pierce H. Norton II. incorporated: Ok-
Debt Due 3572 2995 2830 | pared to 137 Bef In 2017. Total volumes delivered by customer (fis- lahoma. Address: 15 East Fifth Street, Tuisa, Oklahoma 74103.
gg;?;m Liab. 25;;253 gggg g%g cal 2018): transportation, 56%; residential, 33%; commercial & in-  Talephone: 918-847-7000. Internel: www.onegas.com.
Fix, Chg. Cov. 774% 677% 700% | ONE Gas had a decent first half of What's more, these markets appear to
ANNUAL RATES Past  Past Estd’16-18| 2019%. In fact, earnings per share advanced have decent growth possibilities and are
ofchange [persh)  10Yrs,  5¥s.  to'24 | 32%, to $2.22, relative to the previous located in one of the most active drilling
ﬁcevelflnfl:?s . oG -- 85% | year's tally of $2.11. That was made pos- regions in the United States. Also, with
Ea?r?ingsow o o gg;‘g sible partiaily by new rates in Kansas and solid finances, ONE Gas ought to be able
Dividends 50 .- 85% | Texas. Another positive was a lower in- to meet its working capital requirements,
Book Valua .- 4.5% | come tax rate. Increased volumes in Texas capital expenditures, and other commit-
cal- | QUARTERLY REVENUES ($ mil.) Fai | @nd customer growth in Oklahoma and ments for quite a while.
endar |Mar31 Jun30 Sep.30 Decdf| vear | Texas helped the company's results, as There are risks to consider, nonethe-
2016 15084 2459 2322 4407 |14272| well. However, one detractor was a 28% less. Among them is the fact that
2017 15504 2797 247.1 4624 [1539.6 | jump in interest expense. Total operating businesses are concentrated in only three
2018 16385 2925 2383 4644 16337 | expenses climbed 4.5% during the period, states, and it looks like leadership desires
2019 {8610 2906 245 4684 |1665 | but this reflects necessary capital invest- to keep things as they are. This lack of ge-
2020 |760 320 255 475 |1750 | ments, ographic diversification leaves the compa-
Cal- EARNINGS PERSHAREA Fui | Right now, it seems that profits will ny somewhat more vulnerable to regional
endar |Mar31 Jun30 Sep.30 Dec.d1| Year | grow around 6%, to $3.45 a share, for economic downturns and regulations. Fur-
2016 | 122 38 25 80 | 265| the entire year. That's compared to the thermore, ONE Gas faces competition
2017 | 134 39 36 .93 | 302 2018 figure of $3.25. Looking at next year, from other energy suppliers, including
208 [ 172 39 31 .84 | 325| we expect ONE Gas' bottom line to rise at electric companies and propane dealers,
2019 | 176 46 .35 88 | 345| a similar percentage rate, to $3.65 a share, Also, pipeline ruptures, leaks, and other
202 | 162 .51 40 .82 | 365| assuming additional expansion of operat- unfortunate events can take a huge bite
Cal- | QUARTERLY DIVIDENDS PAID 84 Ful | ing margins. out of earnings if not sufficiently covered
endar |Mar.31 Jun30 Sep.30 Dec.31{ Year | Value Line is constructive about the by insurance.
205 | 30 30 30 30 | too| company’s prospects over the 2022- The stock’s total return potential is
2016 | 3 35 35 35 | 1.40| 2024 peried. It is now the leading natural decent versus other natural gas utili-
2017 42 42 42 42 | 168| gas distributor (as measured by customet ties we track. Meanwhile, the Timeliness
2018 46 46 46 46 | 184 | count) in both Oklahoma and Kansas, and rank resides at 3 (Average).
2019 | 50 80 80 holds the number-three position in Texas, Frederick L. Harris, I1I August 30, 2019

(A) Diluled EPS. Excludes nonrecurring gain: | (8) Dividends historically paid in early March,
2017, $0,06, Nexi earnings report due early | June, Sept, and Dec. = Dividend reinvestment
Nov. Quarterly EPS for 2018 don't add up due F(l:a;r} Dlrﬁa‘gt stock purchase plan,

n mittions.

te rounding.
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ol changs (persh) 10 Yes, 5Yis,  t0'22-24
Revenues -~ 6.0% 4.5%
"Cash Flow” 5.0% 3.5% 5.0%
Earnings 5% -256% 10.5%
Dividends 8.0% 6.0% 4.0%
Book Value 6.5% 6.0% 4.5%
Cal QUARTERLY REVENUES ($ mill,) Fult
endar |Mar.31 Jun.30 Sep.30 Dec.3t] Year
2016 |333.0 1544 2194 330.0 {10365
2017 |4258 2444 2271 3458 112431
2018 | 5218 2273 3025 5898 116413
2019 (6373 2669 275 4708 {1650
2020 |650 275 300 500 1725
Cal- EARNINGS PERSHARE A Full
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2016 15 12 05 42 1.34
2017 72 06 d.os .50 1.23
2018 | 1.19 07 027 39 1,38
2019 | 1.09 di3 430 44 1.10
2020 | 1.20 05 d1s 50 1.60
Cal- | QUARTERLY DIVIDENDS PAID B« Full
endar |Mar31 Jund0 Sep.30 DecJdf| Year
2015 | -~ 251 261 .51 1.02
2016 | -- 264 264 536 1.06
2017 | -- 213 273 553 1.10
2018 | -- 280 280 567 113
2018 | -- 287 287

s .
RECENT PE Tralling: 29.2\ [RELATIVE 6 DIvVD 0
SOUTFTJERS%Y INDS NYSE-54l PRICE 31 -50 RATIO 26:0 Hegtan; 18.0 /| PIE RATIO 1- 0 LB 3-9 /0
High:| 20.3 2041 274 29.0| 28.0| 31.1 306 | 304 | 348 384 | 367 | 345
TIMELNESS 3 Loseed 72010 Low | 126] 160 18.6| 214| 220| 253| 258| 212| 22| 308| 26.0| 268 Z?,’gg‘ Z{,‘gg Rza(r’ng
SAFETY 2 Lowered 148t ecewps
TECHNICAL 2 {oweredarto G O o, Rl — 80
N <o+« Relative Price Strength 60
BETA 80 (1.00=Marke) 2%}1 il 61 b 2
202224 PROJECTIONS | 8haces s indicates — s W SR (PR L1301, LT 10
Ani Joal B i i y e~ e | | [meemegeee-- 30
S -&gg/u oo P L7 C AP AL Tl 1\ NPT LM ri | 2%
Po%« 35 {+10% 6% e a2 1 iy ag
insider Decisions L oo i 15
ONDJFMAMI]| ..
By 012000 00 O 12 - -
i $2288 888 T ;
% } otetd st
"nstitutional Declsions 8 I %TOT},,;‘.ETU%T;?&. F
0B AN 10019 { porcomt 15 - ! A STOCK INDEX
toBu 99 125 137 | shares 10 - 1 | P P PR i i ) I : 1y 4.0 27 r[
toSel 124 104 86 1] ay. 184 229 [
Mdsio, 71267 72623 76618 | "°90  ° I I 1l Sy 523 419
2003 [ 2004 [ 2005 | 2006 | 2007 | 2008 [ 2009 | 2010 [ 2011 [2012 |2013 [2014 {2015 [2016 [2017 [2018 [2019 [2020 | © VALUE LINE PUB. LLC[22-24
3.7 1475| 1589 | 1588 | 16.45| 16.18| 14.19| 1548 | 1371 | 1116 | 11.18 | 1298 | 13.52 | 13.04 { 1563 | 1920 | 17.55| 17.95 |Revenues persh 21,00
12 122 16| 175 1.60 174 186 210 223 | 234 248 | 267 | 242 | 267 279 2.91 215 | 270 |"Cash Flow" per sh 375
68 79 .86 1.23 1.05 1.14 1.19 1.35 145 1.52 1.52 1.57 1.4 1.34 1.23 1.38 1.10 1.60 |Earnings per sh A 240
39 4 43 46 51 56 61 68 75 83 .80 9% 102| 1.06 1.10 1.13 120§ 125 |Div'ds Decl'd persh B« 140
18] 134 160 126 94 1.04 1831 279| 320 4.01 484 1 501 | 487 | 350 | 3431 399 5.65| 5.90|Cap'iSpendingpersh 7.50
563| 620f 675! 755 8.42{ 867] 9.42] 954 1033 | (1.63| 1264 | 1365 1462 | 1622 | 1499; 1482 1650 17.20 |Book Value persh® 20,00
5292 | 5552 | 57061 58.651 59221 50481 5050 1 5075 | 60.43 | 63.31 | 6543 ] 6833 | 7097 | 7948 | 7955 8551 94.00; 9600 Common ShsOulstg O i 100.00
13.3 14.9 16.6 1.9 ir.2 15.9 50| 16.8 18.4 16.9 18.9 18.0 79| 217 219 22.6 | Botatighres srs {Avg Ann'l P/E Rallo 16.0
76 74 88 64 81 .96 100 1.07 115 108 | 1.06 95 90| 144 140 | 122 Value|Line Relative P/E Ratio .80
a%%| 37% ] 30%| 32% | 28%| 31%| 34% | 30% | 28% | 32% | 3% | 34% | 39% | 36% | 32% | 36%| M7 |avgAnvIDivd Yeld | 3.6%
CAPITAL STRUCTUBE as of 6/30/19 ) 8454 | 9251 | 8286 | 7063 | 7314 | 887.0 | 959.6 | 10365 | 12431 [ 1641.3 | 1650 | 1725 |Revenues (Smill) 2100
Total Debt $2957.5 mill. Due In 5 Yrs $1623 mill 73| 810| 870 933| 971 1040 | 990 | 1028 | 981 | 1162 | 100 | 150 [NetProfit{Smill 235
LT Debt $1798.6mill.  LTinterest STS0mil. 1755 00015 0% | 22.4% | 10.8% | -~ | -~ | 59% | 420% | 420% | 210% | 22.0% | 21.0% income TaxRale 21.0%
8.4% | 88% | 10.5% | 132% | 13.3% | 15.7% | 10.3% | 9.9% : 7.9% | 7.1% ! 6.1% | 6.7% |NetProfit Margin 11.2%
Leases, Uncagialized Annual rentals §.8 mill 36.5% | 37.4% | 405% | 450% | 45.1% | 48.0% | 49.2% | 38.5% | 485% | 62.4% | 56.5% | 57.0% [Long-Term Debl Rallo | 56.6%
Penslon Assets-12/18 $287.2 mill. 63.5% | 62.6% | 59.5% | 55.0% | 54.9% | 52.0% | 50.8% |61.5% | 51.5% | 37.6% | 43.5% | 43.0% |Common Equity Ratio 43.5%
Obllg. $4022 mitl. {8564 | 910.1 | 10483 | 1337.6 | 1507.4 [ 1791.9 | 20430 [2007.2 | 2316.4 | 33739 | 3550 | 3850 [Total Capitat ($mill) 4600
Pfd Stack None 1073.4 | 11933 | 1352.4 | 15780 | 18594 | 2134.1 | 24481 | 26238 | 27002 | 36535 | 4100 | 4500 {Net Plant (Smill 6000
Comman Stock 92,390,349 shs. 9.0% | 95% 8.9% 7.4% 6.8% 64% | 54% | 54% 5.1% | 4.4% 4.0% 5.0% |Return on Tolal Cap'l 6.0%
as of 8/1/19 13.1% | 14.2% | 13.9% | 127% | 11.7% | 11.2% | 95% | 8.0% | 82% | 92% | 65% | 9.0% {Return on Shr. Equity 12.0%
13.1% | 14.2% | 13.9% | 12.7% | $1.7% | 11.2% | 95% | 8.0% | 82% | 92% | 6.5% | 9.0% |Return on Com Equity 12.0%
MARKET CAP; $29 billlon {Mid Cap) 6.4% | 71% | 67% | 58% | 48% | 43% | 28% | 1.6% 9% | 1.7% | NMF| 2.0% |Retalned to ComEq 5.0%
CURQE&' POSITION 2017 2018 6/30/18 51% 1 50% 1 52% | 55% | 5% | 61% { 7i% | 80% 89% | 82% 1 NMF! 80% |Al Div'ds ‘o Net Prot 80%
Cas.(h Assets 7.8 30.0 12.2 | BUSINESS: South Jersey Industries, Inc. is a holding company. Jersey Expiorafion, Marina Energy, South Jersey Energy Service
Other 4312 6332 _416.8 | pist, natural gas to approx. 685000 customers In New Jersey and  Plus, and SJdi Midstream, Has about 1,100 employees. Off./dir. own
Current Assets 4390 663.2 429.0 | Maryland. Soulh Jersey Gas rev. mix "18: residential, 46%; com- less than 1% of common; Blackflock, 14.9%; The Vanguard Group,
Accts Payable 994-523 4105 288.9 | mercial, 22%; cogen. and efectric gen., 13%; indusldal, 19%. Acq.  10.9% (3/19 proxy). Pres. & CEO: Michael J. Renna. Chairman:
ga'?érDue ?ég() “%ggg qggg Elizabethtown Gas and Elkton Gas, 7/18. Nonutil. operations in-  Walter M. Higgins IlI. Inc.; NJ. Addr.; 1 South Jersey Plaza, Folsom,
Cuirent Liab. 8831 715808 76467 | Clude South Jersey Energy, South Jersey Resources Group, South  NJ 08037, Tet.: 609-561-9000. intemel: www.sjinduslries.com.
Fix. Chg. Cov. 177% 112% 171% | Shares of South Jersey Industries seeking a base-rate revenue increase of

have traded in a fairly narrow range
in recent times, The company posted
mixed results in the second quarter. The
top line advanced roughly 17%, on a year-
over-year basis. However, expenses also
increased (excluding an impairment
charge of $99.2 million in the year-ago pe-
riod). All told, South Jersey posted a share
deficit of $0.13 for the term. Results ought
to remain mixed in the back half of the
year. Overall, we anticipate a modest top-
line advance along with a significant
share-earnings pullback for full-year 2019,
Top-line growth ought to pick up in
2020, and we project a strong hottom-
line rebound for the company in that
year, Favorable results should continue
thereafter. An ongoing transition ought to
leave the company a more regulated
entity, Utility South Jersey Gas should
continue to benefit from customer growth,
driven by conversions from alternative
fuels by new customers. Infrastructure re-
placement programs allow this business to
earn an authorized return on approved in-
vestments. Elizabethtown Gas (acquired
along with Elkton Gas in July of 2018) is

about $65 million to recognize infrastruc-
ture investments for its natural gas sys-
tem. A final decision in the matter is ex-
pected by the end of the current year. Im-
portant infrastructure investments should
modernize the company's system and al-
low it to meet strong demand for natural
gas. We envision some improvement on
the nonutility side, as well, though a
measure of unevenness may well persist.
Efforts by the company to divest noncore
operations should pay off.

This stock is ranked to perform in
line with the broader market aver-
ages for the coming six to 12 months,
Looking further out, this equity offers
decent risk-adjusted fotal return potential
for the pull to early next decade. This
should be supported by strong operating
performance at the company and a healthy
dividend yield. Moreover, South lJersey
earns good marks for Safety, Financial
Strength, and Price Stability. Volatility is
subdued, as well. All told, conservative,
income-seeking accounts may find some-
thing to like here,

Michael Napoli, CFA August 30, 2019
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. High:| 558 48.3] 87.8| 428| 440 485| 562 | 61.0| 71.2| 82.9] 81.1] 67.1 ge |
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Hoh 1050 (o e R 40
+30%, i TRV Akl A T
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By 0D 0 0O0000DD e = 1
ABDHAE: e T
% TOT. RETURN 7/19
lnslnutlz;g;:anec:;;lgnsmm : ‘ | ’ E}gl& w.",‘qg&u,.
woy 119 18 o0 forcont 1S M y Tl } : ly 85 27
toSel 124 106 114 | raded 5 - T A 3yr. 30.1 279
HIGSX0) 42187 41743 _ 40023 - 1il Sy 1057 419
2003 | 2004 | 2005 [ 2006 | 2007 [ 2008 | 2009 | 2010 [2011 [2012 |2013 [2014 [2015 [2016 [2017 [2018 {2019 [2020 | ©VALUE LINE PUB.[(C[22-24

5495 5950| 7543 | 9351| 9340 | 10044 | 8549 | 77.83 | 71.48 | 4990 | 31.10 | 37.68 | 4550 | 3368 | 3607 | 3878 | 38.80 40.40 |Revenues persh A §4.55
315| 279| 298| 381 387| 422] 4561 441| 462| 458 312] 387 | 615| 616 | 654| 755| 725 755 |“Cash Flow" persh 9.55
1821 182} 190| 237| 23t 264 292| 243 | 286| 279 | 202| 235| 316| 324 | 343| 433| 370 390 |Earnings persh A® 5,00

134 135| 137 140| 145| 149| 183| 157 ) 161 | 166 1.720| 176 184 196 210| 225| 2.37| 246 [Div'ds Decld persh Cs 267
267| 245( 284] 297| 272| 257| 236| 256 302| 483 400| 39| 6.68] 642| 908 | 986| 1530 7540 |CapT Spending per sh 14.90
1565 1696 | 1731 1885 | 19.79| 2212| 2332 | 2402 | 2556 | 2667 | 32.00 | 3493 | 36.30 | 38.73 | 4128 | 4451 | 49.20| 5230 |Book Value per sh P 5420
19411 2098 ] 21.47] 21.36| 21.65| 21.99] 2217 2229 | 2243 | 2255 3270 | 43.18 | 43.36 | 4565 | 4826 | 5067 | 51.00| 52,00 |Common ShsOutst'g E | 55.00
186 157] 162 136| {142 143} 134) 137 180 145 213| 198] 65| 196| 198} 16.7 | sow figyressre (Avg Ann{ PFERallo | 18.0 |

78 83 86 M) 75| 86| 89| 87| B2 S LO0| 104 83| 103| 00| 89| Velueline iRelalive P/E Ratio 1.00
54% | 47%| 44% | 43% | 4.4%| 39%| 39% | 47% | 43% | 41% | 40% | 38% | 35% | 3.4% | 3% | 34% | 1" |AvgAnn'l Divd Yield 3.0%
ﬁprc:A'BtssT%l;?gunﬁg”; 6/33“955990 ’ 1895.2 | 17350 | 1603.3 | 1125.5 | 1017.0 | 1627.2 | 19764 | 1537.3 | 17407 | 19650 | 1980| 2100 |Revenues (Smilt) A 3000
otal Deft 52641.3 mill. Dus in 5 Yrs $599.0 mil. 643) 540| 638| 626| 528! 84.6) 1369 | 1442 | 161.61 21421 190 200 |Net Profif {$mil) s
%}&f?;ﬁfﬁ;ﬁﬂvﬂégLQTB‘S‘"“‘ $1000mil  [“35pet 334% | 31.4% | 206% | 250% | 376% | 312% | G25% | G24% | 324% | 235% | 24.0% Income Tax Rate 200%

. 34% 1 3.1% | 40% | 56% | 52% | 52% | 69% | 94% | 93% | 10.9% | 96% | 9.5% [NetProflt Margin 9.2%

42.9% | 405% | 38.9% | 36.1% | 465% | 55.1% |810% | 509% | 50.0% | 45.7% | 44.0% | 42.0% |Long-Term Debt Ratlo 40.0%
Leases, Uncapitalized Annual rentals §9.7 mifl 51.1% ; 535% | 61.1% | 639% | 534% | 449% | 47.0% | 49.1% ! 50.0% ! 543% | 56.0% | 58.0% (Comman Equlty Ratio | 60.0%

Pension Assets-9/18 $499.2 mil, 906.3 | 8999 | 9377 | 9410 | 1958.0 | 3369.4 | 3345.1 | 3601.9 | 3086.3 | 41555 | 4500 | 4700 | Total Capital (Smii) 4950
Pl Stocks2420mil. Pid oySierohOmil | es5o | 8sar | 987 | 10193 | 17766 | 27507 | 29412 | 33009 | 652 | 39705 | 4170 | 4300 |Net Plant (Smil) 4425
Comman Stock 50,809,437 shs. 87% | 74% | 8.1% | 79% | 33% | 3.1% | 51% | 4.9% | 50% | 63% | 55% | 55% Returaon Total Cap'l 7.0%
as of 7/26/19 124% | 10.1% | 11.1% | 104% | 50% | 56% | 8.7% | 82% | 8.1% | 95% | 7.5% | 7.5% |Return on Shr, Equity 9.0%
12.4% | 10.1% | 11.1% [ 104% | 50% | 5.6% | 8.7% | 82% | 81% | 95% | 7.5% | 7.5% [Return on Com Equly 9.0%
MARKET CAP: §4.1 billion (Mid Cap) 59% | 36% | 49% | 43% | 10% | 15% | 37% | 33% | 33% | 47% | 25%| 2.5% |RetainedtoCom Eq 45%
CUF?&EM POSITION 2017 2018 &/30/19 | 53% | 64% | 56% | 59% | 8% | 73% | 58% { 50% | 60% | 51% | 64% 1 63% |Al Div'ds to Net Prof 53%
Cash Assets 74 44 68 | BUSINESS: Spira Inc., formerly known as the Laclede Group, Inc, fial, 66%; commerclai and Induslrial, 24%; Wransporiation, 6%;
Other 7181 6552 _644.0 | i aholding company for natural gas utilities, which distribules nalu- other, 4%. Has around 3,366 employees. Officers and directors
Current Assets 7255 659.6  649.8 | rafgas across Missoud, including the clties of St. Louls and Kansas  own 2.9% of common shares; BlackRack, 13% (1/19 proxy). Chair-
Acgts Payablo 2571 2901 2976 City. Has roughly 1.7 million customers, Acquired Missouri Ga_s man: Edward Glotzbach; CEO: Suzanne .Siiher\yood‘ Inc.: Missouri.
Dbt Dug 5773 7291 5990 9/13, Alabama Gas Co 9/14. Ulility thenms sold and transported in  Address: 700 Market Strest, St. Louls, Missouri 63101, Telephone:
Other 263.5 3025 323.0 | fiscal 2018: 3.3 bill. Revenue mix {or regulated operations: residen-  314-342-0500. Internet: waww.thelacledegroup.com.
Current Liab. 10979 13217 12136 | gpire Inc, had a difficult fiscal third cal 2020. Management increased the cur-
g ChasCov, 361% 284% 300% | g papter (years end September 30th). rent fiscal year's capital budget by $40

ANNUAL RATES Past  Past Esl'd'16-18} The top line decreased more than 8% year million, to $780 million, reflecting higher
ol chenge por sh) w_\é'go/ i 1052652 over year, to $321 million. This was due to spend related to Spire STL Pipeline and

Revenues , -6.5% : h o N > X 2

“Cash Flow” 55% 105% 60% | weaker revenues in the Gas Utility line, Storage. Plus, Spire raised its five-year
5?’%'"93 38:? Z,S:f’ gg:,/é which experienced lesser usage volume capital spend target to $2.9 billion, in-
Book Vale 75% 80%  45% | and cost recoveries, along with lower gross dicating further utility infrastructure up-

- receipts taxes at both Missouri Utilities grades.
ngﬁ' DQUQ?E':LYWSNUE%S"ém')“an 5;‘};'51 and Spire Alabama. Meanwhile, the bot- Near-term profits will likely remain
Ends | /eCd1 Vardl cundd SepIV| Year | tom line registered a per-share deficit of under pressure. Certainly, the upfront
2016 (3994 6093 2493 2793 115873 | 0,09, versus a per-share profit of $0.52 in costs associated with the aforementioned
20% 425'1 6?3'2 gggg 253‘7 }gggg the year-ago period. This decline was due initiatives will weigh on the bottom line,
gng goég 303‘5 3913 ggsg 1080 | t© higher total operating expenses, espe- but ongoing tight cost controls will proba-
2020 630 840 30 260 lsjgp | cially from the Spire Marketing unit. On bly offset some of these challenges.
Fiscal | EARNINGS PER SHARE A® F Fai the bright side, Spire was able to reduce Nevertheless, profits tend to advance at a
Year | a1 Mardl Jun30 Sepdq | Fiscal| 1ts Gas Utility operating costs. On an ad- measured pace for natural gas utilities,
Endg | 7=t C d B | Year | justed basis, share net (or net economic such as Spire. The infrastructure projects
2016 | 1.08 5-31 24 d'ag 3.24 earnings) was $0.07, which was still con- should boost customer growth, long term.
gg.}z 238 232 gg 3,251 2333 siderably below the $0.31 figure last year. For now, we estimate share earnings for
2019 | 132 304 d09 d&7 | 370 The company is actively ﬁnvgsting to fiscal 2019 at $3.70, and look for 2020
2020 | 135 260 50 ds5 | 3g0| improve its operations, Spire is upgrad- share net to recover at a single-digit pace.
QUARTERLY DIVIDERDS PAD © ing its infrastructure and technology to en- Neutrally ranked shares of Spire Ine,
Cal- . 5”" hance safety and customer service. Its STL. have bclow-average long-term capital
endar {Mar.31 Jun.30 Sep.30 Dec3i| Year | Pipeline is nearing completion and is ex- appreciation potential. Still, a healthy
15 1 46 46 46 46 | 184} pected to be ready by the end of this fiscal dividend yield and an Above Average (2)
016 | 49 49 49 49 196 year. Meanwhile, the company continues rank for Safety may interest some risk-

2017 | 525 525 526 525 210 : : : : : A
2018 | 5625 5625 5605 5695 | 2.25 to invest in the storage business, which averse and income-oriented accounts.

20ta | 5ogs 5925 5005 ought to bear fruit in the latter half of fis- Emma Jalees August 30, 2019
(A) Fiscal ysar ends Sept. 30th. (B) Based on | due mid-November. (C) Dividends historically | $23.11/sh. (E) In miltions. {F) Qlly. egs. may ComEany's Financial Strength B++
difuted shates oulstanding. Excludes nonrecur- | pald In early January, April, July, and October. | not sum due to rounding or change In shares | Stock’s Price Stabllity 95

* 1ing loss: '06, 7¢. Excludes gain from discontin- | » Dividend relnvestment plan available. (D) outstanding. Price Growth Peraistence 60

Earnings Predictability 65

ued operations: ‘08, 94¢. Next earnings report | Incl. deferred charges. in '18: $1171.6 miil,
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oy w ol D 137 e ] v B
tosel 126 112 115] traded & - i ot At | i yr. : o F
HIgS(000) 40794 44491 44254 NI TR | Syr. 1048 418 | |
2003 | 2004 [ 2005 | 2006 | 2007 | 2008 | 2008 | 2010 |2011 [2012 [2013 [2014 [2015 |2016 [2017 {2018 12019 {2020 ; ©VALUELINE PUB. LLC|22-24
359 | 40.14| 4350 4847 5028 | 4853| 4200 | 40.18 | 41.07 | 4177 | 4208 | 4561 | 52.00 | 5182 | 5300 | 54.31| 5635| 58.95 jRevenues persh 66.95
6.1 5571 s520] 97| 621| s576| 6.16| 646 | 681 | 773 824 847 862 929! 883 | 8.14| 935| 10.10 |"Cash Flow" per sh 13.55
143 466] 125| 198 1.95 1.39 194 227 | 243| 286 3.1} 3.01 292 1 348 | 3.62| 368 4.00] 4.40 |Earnings per sh A 5.80
82 .82 82 82 .86 % 95| 1.00 106 | 118 | 132 146] 162 180 1.98 208 | 218 230 |Div'ds Decl'd per sh B=t{ 2.60
703| 823 | 7491 8271 7961 679 481 | 473| 829| 857 | 7.686| 853 | 1030 | .15 | 1297 | 1444 | 1635 16.95 |Cap'l Spending per sh 2070
1842 1948 | 19.10| 21581 22981 23.49| 2444 | 2562 | 26.66 | 2635 | 3047 | 31.95 | 33.61 | 3503 | 37.74 | 4247 | 4545| 48.20 |Book Value per sh 58.60
34231 36.79| 29.33| 41.77| 42811 44.19] 4509 | 4556 | 4596 | 46.15 | 46.36 | 4652 | 47.38 | 47.48 | 4809 | 5303 | 55.00| 56,00 | Common Shs Quistg © | 58.00
19.2 43| 206] 159} 17.3] 203 122 140 [ 157 50| 158 1791 194 | 216 222 | 20.6 | Bordtighros are {Avg Ann'l P/E Ratlo 16.0
109| 60 110 86| 92| 122 81| 89| 98| 95| 89| 94| 98| i3; 12} L Vﬂ';;“'/'w Retative P/E Ratio 90
38%| 35%( 3.2%| 26%| 26%| 32%| 40% | 32% | 28% | 28% | 27% | 27% | 2.9% | 26% | 25% | 27% | 7' |Avg Annl Divid Yield 2.8%
CAPITAL STRUCTURE as of 6/30/19 1893.8 | 1830.4 | 18872 | 1927.8 | 1950.8 | 2121.7 | 24636 | 24505 | 2548.8 | 2880.0 | 3100 | 3300 {Revenues (Smill} 4000
Total Debt $2409.8 mill, Due [ 5 Yrs $869.1 mill. 875| 1039 | 1123 | 1333 | 1453 | 1411 | 1383 | 1520 | 173.8 ] 1823 215 240 [Net Profit {Smlll} 3B
LTDebt $23730 mil. ~ LT interest $100.0mill. =34 69,734 7% [ 36.2% | 36.2% | 350% | 36.7% | 364% | 339% | 328% | 253% | 210% | 21.0% [Income Tax Rate 21.0%
e o rencs s ool | 6% | 67% | 60% | 69% | 74% | 67% | 56% | 62% | 68% | 63% | 69%| 7.3% INetProft Margin 8.4%
Pension Assets-12/18 $838.0 mil, 535% | 49.1% | 432% | 49.2% | 49.4% | 524% | 49.3% | 48.2% | 49.8% | 48.3% | 49.5% | 46.5% |Long-Term Debt Ratio | 45.5%
Oblig. S186.0 mill. 465% | 50.9% | 568% | 50.8% i 50.6% | 47.6% |50.7% |518% | 50.2% | 51.7% | 50.5% | §1.5% |Cemmon Equity Ratio 54.5%
Pid Stock None 2371.4 | 229t.7 | 21559 | 25769 | 2793.7 | 3123.9 | 3143.5 | 32135 | 3613.3 | 4359.3 | 4950 | 5250 |Total Caphal ($mill) 6250
3034.5 | 30724 |3218.9 | 33438 | 34861 | 3658.4 | 3891.1 | 41320 | 45237 | 50932 | 5450 | 5850 |Net Plant (Smill} 7000
5.4% | 6.1% | 64% | 64% | 63% | 57% | 55% | 58% | 58% | 52% | &55% | &5% [Returnon Total Cap'l 6.5%
- ?rn;?aﬁﬁ'.:“ S 79% | 89% | 92% [ 102% | 103% | 95% | 87% | 9.4% | 96% | 8.%| 85%| 9.0% |Retunon Shr.Equlty | 10.0%
79% | 89% | 9.2% | 10.2% | 10.3% | 9.5% | 87% | 9.1% | 96% | 8.1% | 8.5%| 9.0% |Returnon Com Equity 10.0%
MARKET CAF: §4.8 bililon (Mid Cap) 4.1% | 5.1% | 53% | 6.1% | 6.1% | 50% | 40% | 4.1% | 45% | 3.6% | 4.0% | 4.0% |Retalned to ComEq 5.5%
CURRENT POSITION 2017 2018  6/30/18 48% | 43% | 43% | 40% | 4% | 47% | 54% ' 55% 53% | 55% | 56% | 54% |All Div'ds to Net Prof 45%
Cas(?ss’a;!\lg'é’tals 436 854 38.4 | BUSINESS: Southwest Gas Haldings, Inc. is the parent holding transportation, 12%. Total throughpul: 2.2 billion therms. Has 8,632
Gther 6134 7544 713.7 | company of Southwest Gas and Centuri Constructlon Group. employees. Olf. & dir. own .8% of common stock; BlackRock inc,,
Current Assets 6570 8398 7521 | gouthwest Gas Is a regulated gas distributor servingabout 2.0 mil-  11.7%; The Vanguard Group, Inc., 10.1% (3119 Proxy). Chairman:
Accts Payable 2283 2490 196.9 | fion customers in sections of Arizona, Nevada, and California. Michael J. Melarkey. President & CEO: John P. Hester, Inc.. CA.
83?;{0“ :23%%8 1582; 432"3 Centuri provides conslruction services. 2018 margin mix; re§idenlial Addr.: 5241 Spring Mountain Road, l:as Vegas, Nevada 89193, Tal-
Current Liab, 8i50 9986 726.6 and small commerclal, 86%; large commercial and industrial, 3%; ephane: 702-876-7237. Intstnet: www.svgas.com.
Fix, Chg. Gov. 415% 370% 457% | Shares of Southwest Gas have recent- ment in infrastructure should pay off. The
ANNUAL RATES  Past Past Estd16-18| ly come off an all-time high. The com- company is seeking regulatory approval to
ofchange(persh)  10Yrs ~ 5Yrs.  10'22'24 | pany posted decent results for the second construct the infrastructure necessary to
5@;’:3‘;?3“,,. 18.,/{, 5’84: ;gﬁ quarter. The top line increased moder- expand natural gas service into Spring
Earnings 7.0% 45%  9.0% ately, year over year. Southwest's natural Creek, Nevada. On the nonutility side, ex-
Dividends 85% 10. 5:/ 50% | gas ufility operation benefited from cus- panded service offerings for the company's
Sodkivane 55% 60% 75% | {omer growth and rate relief in California infrastructure services customers ought to
Cal- | QUARTERLYREVENUES(Smil) | Fuil | and Nevada. Offsetting these gains were benefit results.
endar |Mar.31 Jun30 Sep.30 Dec.d1| Year | the effects of surcharges and the regu- This stock is ranked to outperform
2016 |731.2 5478 5400 6415 [24605| latory impacts of tax reform. Growth in the broader market averages for the
2017 |6547 5605 5932 7404 (25488 | the utility infrastructure services segment coming six to 12 months. Looking fur-
2018 |7543 6709 6681 7867 [28800 | was the result of the addition of Linetec ther out, we anticipate moderate top-line
2019 8335 7130 720 8335 3100 | Services, LLC (acquired last year) and a growth and healthy share-net improve-
2020 (860 775 780 885 (3300 | preater volume of pipe replacement work ment for the company over the pull to ear-
Cal- EARNINGS PER SHARE A D Fulf | under existing master service agreements ly next decade. But this seems to be partly
endar |Mar.31 Jun30 Sep.30 Decdi| Year | and bid contracts. Operating expenses also discounted by the recent quotation. Long-
2016 [ 158 .19 05 136 | 3.18| increased. All told, net profit advanced term total return potential appears to be
2017 | 145 37 21 158 | 362| about 2%, to $22.1 million. Still, earnings limited, as the shares presently trade well
2018 | 163 .44 25 136 | 388} per share of $0.41 came in shy of the prior- within our Target Price Range. The divi-
2019 | 177 41 26 156 | 4.00] year tally, owing to a larger share count. dend yield does not stand out for a utility,
020 | 190 50 .30 170 | 440} Ve anticipate solid performance in either. In the plus column, Southwest Gas
Cal- | QUARTERLY DIVIDENDSPAIDB« | rFull | the coming quarters. We project that earns good marks for Price Stability,
endar |Mar31 Jun30 Sep.30 Decdi| Year | revenues and share earnings will advance Growth Persistence, and Earnings Predic-
2015 | 365 405 405 405 | 158| 8% and 9%, respectively, for full-year tability, Volatility is below average, as
2016 | 405 450 450 450 | 1.76 | 2019. Growth should continue from 2020 well. A pullback some time in the future
2017 | 450 495 495 495 | 1.94| onward, Southwest's utility operation is may present conservative investors with a
2018 | 495 520 520 520 | 206| experiencing healthy economic growth better entry point,
2019 | 520 645 throughout its service territories. Invest- Michael Napoli, CFA August 30,2019
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