Exhibit DWD-1

Page 1 of 2
Oncor Electric Delivery Company LLC
Recommended Capital Structure and Cost Rates
for Ratemaking Purposes
at December 31, 2021

Weighted
Type Of Capital Ratios (1) Cost Rate Cost Rate
Long-Term Debt 55.00% 439% (1) 2.41%
Common Equity 45.00% 10.30% (2) 4.64%
Total 100.00% 7.05%

Notes:

(1) Company-provided.
(2) From page 2 of this Exhibit.
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Brief Summary of Common Equity Cost Rate

Oncor Electric Delivery Company LLC

Exhibit DWD-1
Page 2 of 2

Proxy Group of
Fourteen Electric
Companies

Line No. Principal Methods
1. Discounted Cash Flow Model (DCF) (1)
2. Risk Premium Model! (RPM) (2)
3. Capital Asset Pricing Model (CAPM) (3)
Market Models Applied to Comparable Risk, Non-Price
4. Regulated Companies (4)
5. Indicated Range of Common Equity Cost Rates
6. Recommended Common Equity Cost Rate
Notes: (1) From Exhibit DWD-3.

(2) From page 1 of Exhibit DWD-4.
(3) From page 1 of Exhibit DWD-5.
(4) From page 1 of Exhibit DWD-9.

9.05%

10.84%

12.15%

12.60%

9.60% -11.60%

10.30%
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Exhibit DWD-2

Page 1 of 4
Proxy Group of Fourteen Electric Companies
CAPITALIZATION AND FINANCIAL STATISTICS (1)
2017 - 2021, Inclusive
2021 2020 2019 2018 2017
(MILLIONS OF DOLLARS)
CAPITALIZATION STATISTICS
MOUNT QF CAP PLOY
TOTAL PERMANENT CAPITAL $34,183.780 $31,746.146 $29,472 393 $27,131517 $25,522 450
SHORT-TERM DEBT $1,152.131 $954.222 $985.672 $1,070.510 $977.275
TOTAL CAPITAL EMPLOYED $35,335911 $32,700.368 $30,458 065 $28,202 027 $26,499.725
D .
TOTAL DEBT 3.67 % 408 % 429 % 442 % 436 %
PREFERRED STOCK 4,60 547 517 526 467
SYEAR
CAPITAL STRUCTURE RATIQOS AVERAGE
BASED ON TOTAL PERMANENT CAPITAL:
LONG-TERM DEBT 5651 % 5526 % 5349 % 52.83 % 5269 % 5416 %
PREFERRED STOCK 061 0.78 091 091 096 0.83
COMMON EQUITY 42.88 4396 45 60 4626 4635 4501
TOTAL 10000 % 100.00 % 100.00 % 10000 % 100.00 % 10000 %
BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT-TERM S778 % 5642 % 5462 % 5417 % 5442 % 5548 %
PREFERRED STOCK 058 0.75 0.89 0.88 0.90 0.80
COMMON EQUITY 4164 42.84 4449 44.95 44.69 43.72
TOTAL 100.00 % 100.00 % 10000 % 10000 % 100.00 %  100.00 %
N TATISTICS
FINANCIAL RATIOS - MARKET BASED
EARNINGS / PRICE RATIO 538 % 415 % 543 % 484 % 462 % 488 %
MARKET / AVERAGE BOOK RATIO 19071 186.80 196 49 19132 19993 193.05
DIVIDEND YIELD 359 3.65 342 371 348 3.57
DIVIDEND PAYOUT RATIO 71.08 8432 6309 69.23 8930 75.40
RATE OF RETURN ON AVERAGE BOOK COMMON EQUITY 1005 % 787 % 1046 % 870 % 866 % 915 %
TOTAL DEBT / EBITDA (3 5.35 x 607 x 463 x 537 x 455 x 519 x
FUNDS FROM OPERATIONS /TOTAL DEBT (4 976 % 1165 % 13.05 % 1791 % 1717 % 1391 %
T/TO Pl 5778 % 5642 % 5462 % 5417 % 5442 % 5548 %

Notes.

(1) Al capitahization and financial statistics for the group are the arithmetic average of the achieved results for each
individual company in the group, and are based upon financial statements as oniginally veported in each year

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of beginning and

ending total debt or preferred stock reported to be outstanding.

(3) Total debt relative to EBITDA (Earnings before Interest, Income Taxes, Depreciation and Amortization)

(4) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and investment tax
credits, less total AFUDC) plus interest charges as a percentage of total debt.

Source of Information' Company Annual Forms 10-K

1697



Alliant Energy Corporation
Long-Term Debt
Preferred Stock
Common Equity

Total Capttal

Ameren Corporation
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

American Electric Power Company, Inc.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Duke Energy Corporation
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

Edison International
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Entergy Corporation
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Evergy, Inc.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Eversource Energy
Long-Term Debt
Preferred Stock
Common Equity
Total Caprtal

Page 2 of 4
Capital Structure Based upon Total Permanent Capital for the
Proxy Group of Fourteen Electric Companies
2017 - 2021, Inclusive
SYEAR
2021 2020 2019 2018 2017 AVERAGE
55.16 % 5351 % 5339 % 5348 % 52,62 % 53.63 %
- 1.58 1.72 195 2.16 1.48
44,84 44.91 44.89 44,57 45.22 44,89
10000 % 10000 %  100.00 % 100.00 %  100.00 % 100.00 %
57.07 % 5497 % 53.29 % 52.05 % 51.52 % 53.78 %
0.56 0.71 0.81 0.88 092 0.78
42.37 44,32 45.90 47.07 47.56 45,44
100.00 %  100.00 %  100.00 % 10000 % _ 100.00 % 100.00 %
5986 % 6019 %  57.30 % 55.06 % 5362 % 57.21 %
40.14 39.81 42.70 44,94 46.38 42,79
100.00 %  100.00 %  100.00 % 100.00 % _ 100.00 % 100.00 %
56.43 % 5552 % 55.39 % 55.45 % 55.61 % 55.68 %
1.73 1.82 1.87 - - 1.08
41.84 42,66 42.74 44,55 44.39 43,24
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
61.49 % 5644 % 5421 % 53.76 % 46.65 % 54.51 %
4.63 5.19 6.48 8.02 8.44 6.55
33.88 38.37 39.31 3822 4491 38.94
100.00 %  100.00 %  100.00 % 100.00 % _ 100.00 % 100.00 %
68.46 % 66.67 % 63.04 % 64.08 % 64.80 % 65.41 %
0.76 0.76 0.90 0.87 0.85 0.83
30.78 32.57 36.06 35.05 34.35 33.76
100.00 % _ 100.00 %  100.00 % 100.00 %  100.00 % 100.00 %
5117 % 5248 % 5177 % 4270 % 49.60 % 49.54 %
48.83 47,52 48.23 57.30 50.40 5046
100.00 % 100.00 %  100.00 % 100.00 % 100.00 % 100.00 %
55.25 % 5322 % 5244 % 5292 % 5230 % 53.23 %
0.47 0.51 0.58 0.63 0.66 0,57
44.28 46.27 46,98 46,45 47.04 46.20
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Exhibit DWD-2
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IDACORP, Inc.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

NorthWestern Corporation
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

OGE Energy Corporation
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

Portland General Electric Company
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

The Southern Company
Long-Term Debt
Preferred Stock
Comimon Equuty

Total Capital

Xcel Energy Inc.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Proxy Group of Fourteen Electric
Companies
Long-Term Debt
Preferred Stock
Common Equity
Total Capttal

Source of Information
Annual Forms 10-K

Exhibit DWD-2

Page 3 of 4
Capital Structure Based upon Total Permanent Capital for the
Proxy Group of Fourteen Electric Companies
2017 - 2021, Inclusive
SYEAR
2021 2020 2019 2018 2017 AVERAGE
42.85 % 43.86 % 42.70 % 43.63 % 43.68 % 4334 %
57.15 56.14 57.30 56,37 56.32 56.66
100.00 % 10000 %  100.00 % 100.00 % _ 100.00 % 100.00 %
52.09 % 5272 % 5227 % 5198 % 5026 % 51.86 %
47.91 47.28 47.73 48.02 49.74 48 14
100.00 % 10000 % 10000 % 100.00 9% _ 100.00 % 100.00 %
52.57 % 49.04 % 4356 % 44.00 % 43.78 % 46.59 %
47.43 5096 56.44 56 00 5622 53.41
100.00 % 100.00 % _ 100.00 % 100.00 %  100.00 % 100.00 %
54.82 % 53.83 % 50.06 % 4972 % 50.10 % 51.71 %
45.18 46,17 49.94 50.28 49.90 48.29
100.00 % 100.00 % _ 100.00 % 100.00 % 100.00 % 100.00 %
64.99 % 63.22 % 61.71 % 63.72 % 66.38 % 64.00 %
0.36 0.38 0.40 042 0.44 0.40
34.65 36.40 37.89 35.86 3318 35.60
100.00 % 100.00 %  100.00 % 100.00 % 100.00 % 100.00 %
5891 % 5793 % 57.77 % 5701 % 56.66 % 57.66 %
41.09 42.07 42,23 4299 43.34 42.34
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
56.51 % 5526 % 5349 % 5283 % 52.69 % 5415 %
0.61 0.78 091 0.91 0.96 0.84
42.88 43.96 45.60 46.26 46.35 45,01
100.00 % 10000 % _ 100.00 % 100.00 % 100.00 % _ 100.00 %
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Exhibit DWD-2

Page 4 of 4
Oncaor Electric Delivery Company LLC
Operating Subsidiary Company Capital Structures of the
Proxy Group of Fourteen Electric Companies
2021
Parent Long-

Company Common Preferred Term Total
Company Name Ticker Equity Equity Debt Capital
Interstate Power and Light Company LNT 50.85% 0.00% 49.15% 100.00%
Wisconsin Power and Light Company LNT 53.75% 0.00% 46.25% 100.00%
Ameren Illinois Company AEE 55.73% 0.49% 43.78% 100.00%
Union Electric Company AEE 51.68% 0.71% 47.61% 100.00%
AEP Texas Inc. AEP 40.96% 0.00% 59.04% 100.00%
Appalachian Power Company AEP 48.48% 0.00% 51.52% 100.00%
Indiana Michigan Power Company AEP 46.57% 0.00% 53.43% 100.00%
Kentucky Power Company AEP 44.22% 0.00% 55.78% 100.00%
Kingsport Power Company AEP NA NA NA NA
Ohio Power Company AEP 48.95% 0.00% 51.05% 100.00%
Public Service Company of Oklahoma AEP 54.50% 0.00% 45.50% 100.00%
Southwestern Electric Power Company AEP 48.13% 0.00% 51.87% 100.00%
Wheeling Power Company AEP NA NA NA NA
Duke Energy Carolinas, LLC DUK 51.68% 0.00% 48.32% 100.00%
Duke Energy Florida, LLC DUK 48.57% 0.00% 51.43% 100.00%
Duke Energy Indiana, LLC DUK 53.76% 0.00% 46.24% 100.00%
Duke Energy Kentucky, Inc. DUK NA NA NA NA
Duke Energy Ohio, Inc. DUK 58.26% 0.00% 41.74% 100.00%
Duke Energy Progress, LLC DUK 49.82% 0.00% 50.18% 100.00%
Southern California Edison Company EIX 42.65% 4.64% 52.71% 100.00%
Entergy Arkansas, LLC ETR 47.23% 0.00% 52.77% 100.00%
Entergy Louisiana, LLC ETR 42.99% 0.00% 57.01% 100.00%
Entergy Mississippi, LLC ETR 45.77% 0.00% 54.23% 100.00%
Entergy New Orleans, LLC ETR 44.76% 0.00% 55.24% 100.00%
Entergy Texas, Inc. ETR 50.53% 0.80% 48.67% 100.00%
Evergy Kansas Central, Inc. EVRG 53.60% 0.00% 46.40% 100.00%
Evergy Kansas South, Inc. EVRG NA NA NA NA
Evergy Metro, Inc. EVRG 50.81% 0.00% 49.19% 100.00%
Evergy Missouri West, Inc. EVRG NA NA NA NA
Westar Energy (KPL) EVRG NA NA NA NA
NSTAR Electric Company ES 55.25% 0.48% 44.28% 100.00%
Public Service Company of New Hampshire ES 48.95% 0.00% 51.05% 100.00%
The Connecticut Light and Power Company ES 55.02% 1.21% 43.77% 100.00%
Idaho Power Company IDA 55.19% 0.00% 44.81% 100.00%
NorthWestern Corporation NWE 47.93% 0.00% 52.07% 100.00%
Oklahoma Gas and Electric Company OGE 53.53% 0.00% 46.47% 100.00%
Portland General Electric Company POR 45.18% 0.00% 54.82% 100.00%
Alabama Power Company SO 51.79% 1.41% 46.80% 100.00%
Georgia Power Company SO 55.81% 0.00% 44,19% 100.00%
Mississippi Power Company SO 55.57% 0.00% 44.43% 100.00%
Northern States Power Company XEL 52.88% 0.00% 47.12% 100.00%
Northern States Power Company XEL 52.78% 0.00% 47.22% 100.00%
Public Service Company of Colorado XEL 56.63% 0.00% 4337% 100.00%
Southwestern Public Service Company XEL 54.46% 0.00% 45.54% 100.00%

Minimum 40.96% 0.00% 41.74% 100.00%

Maximum 58.26% 4.64% 59.04% 100.00%

Source: S&P Global Market Intelligence
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Oncor Electric Delivery Company LLC

Indicated Common Equity Cost Rate Using the Discounted Cash Flow Model for the

Proxy Group of Fourteen Electric Companies

(1] 2] (3] [4] {51 [e] 7]
Yahoo! Average
Value Line Zack's Five Finance Projected Indicated
Average Projected Five Year Projected Projected Five Five Year Adjusted Common
Proxy Group of Fourteen Electric Dividend Year Growth Growth Rate 1n Year Growth Growth in Dividend Yield Equity Cost
Companies Yield (1) EPS (2) EPS in EPS EPS (3) (4) Rate (5)
Alhant Energy Corporation 288 % 450 % 610 % 610 % 557 % 296 % 853 %
Ameren Corporation 2.71 6.50 7.50 7.40 7.13 2.81 9.94
American Electric Power Company, Inc. 3.46 6.50 5.80 6.10 6.13 3.57 9.70
Dule Energy Corporation 3.82 700 6.10 5.85 6.32 3.94 10.26
Edison International 4.39 NMF 400 5.35 4.68 449 9.17
Entergy Corporation 3.70 3.00 1.00 6.00 3.33 3.76 7.09
Evergy, Inc 355 7.50 610 5.12 6.24 3.66 9.90
Eversource Energy 297 5.50 6.20 7.10 6.27 3.06 9.33
IDACORP, Inc. 2.76 400 4.30 440 4.23 2.82 7.05
NorthWestern Corporation 4.33 200 310 450 3.20 4.40 7.60
OGE Energy Corporation 436 6.50 3.50 1.90 3.97 4.45 8.42
Portland General Electric Company 3.29 7.00 460 4.60 5.40 3.38 878
The Southern Company 3.92 550 4.00 6.20 5.23 4.02 9.25
Xcel Energy Inc. 2.86 6.00 6.40 6.90 6.43 2.95 9.38
Average 8.89 %
Median 921 %
Average of Mean and Median 9.05 %

Source of Information.

Notes.

NA= Not Available
NMF= Not Meaningful Figure

(1) Indicated dividend at 03/18/2022 divided by the average closing price of the last 60 trading days ending

03/18/2022 for each company.
(2) From pages 2 through 15 of this Exhibit
(3) Average of columns 2 through 4 excluding negative growth rates.

(4) Thas reflects a growth rate component equal to one-half the conclusion of growth rate (from column 6) x column
1 to reflect the periodic payment of dividends (Gordon Model) as opposed to the contmuous payment. Thus, for

Alhant Energy Corporation, 2.88% x (1+(1/2x5.57%) ) = 2.96%
(5) Column 5 + column 6.

Value Line Investment Survey
www.zacks.com Downloaded on 03/18/2022
www.yahoo com Downloaded on 03/18/2022
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Exhibit DWD-3

Page 2 of 15
RECENT 40 PIE (Tralhng 223) RELATIVE 1 22 DIVD 3 00/
LL A NDQ-LNT PRICE 58. RATIO 21 .9 Median: 200/ {P/E RATIO |4 YLD WV /0
THELNESS 3 msew | D | 2] BE] 2101 S0l 4 40| 2] e Bl 93] %3 &3 Target Price Fange
SAFETY 2 Rased9207 | LEGENDS .
3 - gn\?l%e)ii%w?&g?gsffggle 80
TECHNICAL Lonered3f1tiz2 | dhaded by o Srenath S N D S
BETA 85 (1.00= Markey oor-1 splt 5/6 paal 113 7T TG e 60
Oplions: Yes T L 50
18-Month Target Price Range | Shaded area idicates recession ‘ﬂﬂw““m‘* il /rn P
Low-High  Midpoint (% to Mid) i s 30
$50-578 964 (10%) T L o
202527 PROJECTIONS ”mw* 15
Price  Gain Retu?n I A Mt VRSN . N iy RSN N 10
w8 e ?
i A %TOT.RETURN 2/22 |
Institutionatl De(a:(l:?;;nsmozi S%ESK VL",}S&H,
v Ze UG R e e wogt EF
0 Se! T RN T g .
Hso 191641 194869 198770 | 00 ° | IIIIIIIIIII T HIIIIIHII R IHHIIIIII TR R Sy 721 842 [
2006 | 2007 | 2008 2009 | 2010|2011 | 2012 {2013 | 2014 {2015 [2016 | 2017 2019 [2020 [2021 | 2022 | 2023 | ©VALUE LINE PUB. LLC]25-27
1446 | 1557 1667 1551 | 1540 1651 | 1394 | 14771 1510 1434 | 1458 | 1462 1497 1489 | 1367 ) 1485 | 1555| 16,10 |Revenues persh 17.75
216 2.56 2.28 2.10 2.60 2.75 295 334 349 345 343 397 4.32 459 492 525 5.55| 590 |“Cash Flow” per sh 7.00
103 1.35 1.27 95 138 1.38 1.53 1.65 1.74 1.69 1.65 199 219 2,33 247 263 275 2.0 |Earnngs per sh A 3.25
.58 64 70 75 79 85 90 94 1,02 1.10 118 126 1.34 142 1.52 1.61 1.71 1.81 |Div'd Decld persh Bwt| 2,15
17 2.46 398 543 391 3.03 5.22 33 3781 425 526 6.34 6.92 669 547 4.67 590  5.90 |Cap'l Spending per sh 6.25
11.42 | 1215 1278 1254 1305 | 1357 | 1412| 1479 | 1554 | 1641 | 1696 | 18.08 | 1943 | 2124 | 2276 | 2391 | 2500| 2615 |Book Value persh © 29.75
23225 22072 | 22080 221,31 [ 221,79 | 222,04 | 22197 | 22189 | 221.87 | 226 92 | 227,67 | 231.35 | 236.06 | 245.02 | 249.87 | 250 47 | 251.00 | 251.50 | Common Shs Ouistg O | 253.00
6.8 151 13.4 139 12.5 14.5 14.5 15.3 16.6 18.1 223 206 191 212 21.2 21.2 | Bold figires are {Avg Ann'l P/E Ratio 18.0
91 80 81 93 80 91 92 86 87 91 1.17 104 1.03 113 1.09 1.13 Value|Line Relative P/E Ratio 1.00
33% | 3% | 43%  57% | 46% | 4% | 41% | 87% | 35% | 36% | 32% | 31% | 32% | 20% | 29% | 29% | U |AvgAwwl Dvd Yield 3.7%
CAPITAL STRUCTURE as of 12/31/21 30945 ) 32768 | 33503 | 32536 | 3320.0 | 3382.2 | 35345 | 3647.7 | 3416.0 | 3669.0 | 3900 | 4050 |Revenues ($mill) 4500
Total Debt $7883 mull - Due in § Yrs $2665 mill 3378 | 3821 0957 | 3909 | 3840 | 4661 | 5223 | 5674 | 6240 6740 | 695| 730 |Net Profit ($mill 845
LT Debt 86755 mil 3%” Interest $256 mil. 205% | 124% | 10.1% | 153% | 134% | 125% | 84% | 108% | 108% | NWF | 4.0%] 4.0% [Income Tax Rate 4.0%
(LT interest earned. 3. 65% | 81% | 88% | 94% | 163% | 107% | 145% | 163% | 88% | 37% | 40%| 5.0% |AFUDC%toNetProfit | 6.0%
Leases, Uncapitalized Annual rentals $2 mil, 48.4% | 46.1% | 49.7% | 478% | 515% | 478% | 52% | 50.6% | 535% | 529% | 55.0% | 55.0% |Long-Term Debt Ratio | 56.0%
48.4% | 50.8% | 475% | 500% | 461% | 498% | 457% | 476% | 449% | 47 1% | 45.0% | 45.0% |Common Equity Ratio 44.0%
Pension Assets-12/21 $1011 mil X 6476.6 | 6461.0 1 7257.2 | 74463 | 8377.6 | 8392.8 | 10032 | 10938 | 12657 | 12725 | 14000 | 14550 |Total Capital ($mill) 17100
Pt Stock Nono Oblig $1251 mill | 7a58 0 | 7147.3 | 6442.0 | 89702 | 98099 | 10798 | 12462 | 13527 | 14336 | 14987 | 16000 | 17000 |Net Plant ($mill 19900
63% | 7.0% | 65% | 63% | 5.6% | 67% | 63% | 63% | 59% | 63% )] 6.0%| 6.0% |Returnon Total Cap't 6.0%
Common Stock 250,478,681 shs 10.1% | 11.0% | 108% | 10.0% | 95% | 10.6% | 10.9% | 105% | 10.6% | 11.3% | 71.0% | 711.0% |Returnon Shr.Equity | 17.0%
as of 1/31/22 10.3% | 113% | 11.2% | 102% [ 9.7% | 10.8% [ 11.2% [ 10.7% | 10.8% | 110% [ 11.0% | 11.0% [Return on Com Equity E| 71,0%
MARKET CAP: $15 billion (Large Cap) 39% | 49% | 46% | 36% | 28% | 4.0% | 44% § 4.2% | 42% | 43% | 4.0%| 4.0% |Retained to ComEq 4.0%
ELECTRIC OPERATING STATISTICS 64% | 57% | 60% | 66% | 72% | 64% | 62% | 61% 62% | 62% | 62% | 62% |AHDiv'ds to Net Prof 64%
9% Change Retaf Sals (KWt 20213 2_022g 1032; BUSINESS: Alliant Energy Corporation (formerly Interstate Energy)  29%, wholesale, 8%, other, 2% Generaling sources coal, 32%,
Avg. Indust Use (MWH 11448 11134 NA | 15 @ holding company formed through the merger of WPL Holdings, gas, 32%, wind, 16%, other, 1%; purchased, 19% Fuel costs 25%
Avy. Indust Revs oer KWH {g) 698 755 784 | IES Industries, and Interstate Power Supplies electricity to 984,000  of revs. 21 reported deprec rates: 2 9%-6 1% Has 3,300 employ-
gggfcﬁ?aglgﬁ"(\tﬂr%w) 56,\% 5 4’\52 5 4% customers and gas to 423,000 customers in Wisconsin, lowa, and  ees. Charman, President & CEO John O Larsen Inc.: Wisconsin,
Aenuel Loag Faclor A NA NA | Minnesota. Electric revenue by state: Wi, 43%; A, 56%. MN, 1%. Address' 4902 N Biltmore Lane, Madison, Wisconsin 563718-2148,
%ChangeCuslomer;?yrend) +.6 +6 +8 | Electric revenue. residential, 36%; commercial, 25%, industrial,  Tel.: 608-458-3311. Internet www alliantenergy com
Fived Charge Cov. (%) 265 251  oso | Alliant Energy’s utility subsidiary in Alliant Energy’s utilities are seeking
ANNUAL RATES Past Past Estd 1921 Wisconsin received electric and gas apprpval from the regulators in Wis-
oichange persh) . 10¥rs,  5Yrs. lo’2s’27 | rate increases at the start of 2022. Wis- consin and Iowa to add renewable-
Revenues 410% -5% 35% | consin Power and Light was granted hikes energy projects. In the first half of 2022,
~Cash Flow" 70%  75%  6.0% | of $114 million for electricity and $15 mil- WPL expects a ruling on its request for a
S%@Eﬁgs egé‘; g'go//: ‘égéﬁ hon for gas. (The electric increase was certificate of need to add up to 414 mega-
Book Value 55% 0% 40% | above the imitial settlement agreement of watts of solar capacity. The utility also
P QUARTERLY REVENUES (5 mill] ol $70 million due to anticipated increases in plans to ask the Wisconsin commission to
endar | Mar31 Jun30 Sep.30 Decdt| Year fuel costs this year.) The allowed return on approve up to an additional 300 mw of re-
2019 1 9872 7902 9902 88011 36477 equity remained at 10% and the common- newable capacity. In Iowa, the company
2000 | 9157 7831 9200 8172 | 34160 equity ratio was boosted from 525% to expects a decsion n the second half of
2091 | 601 817 1024 927 | 3669.0] 53.8%. Note that WPL is operating under 2022 on its proposed addition of up to 400
2022 |1000 850 1075 975 | 3900 | @ mechanism that will share a portion of mw of solar capacity and 75 mw of battery
2023 | 1050 875 1125 1000 | 4050 | its earnings if its earned ROE is greater storage.
car EARNINGS PER SHARE A Fal than 10.25%. Rate relief is a key factor in The board of directors raised the divi-
endar | Mar31 Jun30 Sep.30 Decdt| vear | the earnings growth we expect this year. dend in the first quarter. The company
2019 53 20 94 %1 283 Our estimate is within Alllant Energy’s had signaled that the increase would be
2020 % 54 94 26| 247| targeted range of $2 67-$2 81 a share, up $0.10 a share (6.2%) annually, and this 1s
2021 68 57 102 35| 2g3| slightly from management’s previous guid- what occurred.
2022 70 57 105 43| 275| ance of $2.65-$2.79 thanks to increased Alliant Energy stock is expensively
2023 75 .60 110 45| 290| capital spending on solar power, which priced. The dividend yield is below the
cal- | QUARTERLY DVIDENDSPAD B w1 | puy | Will be recovered through a rider (sur- utiity average. The stock does not stand
endar {Mar31 Jund0 Sep30 Decdi| Vear | Charge) on customers’ biulls _ out for the next 18 months, and with the
2018 35 335 835 3% | 134 We look for further profit growth in recent quotation well withun our 2025-
2019 355 356 355 355 | 142 2023. The additions of renevva.ble capacity 2027 Target Price Range, total return po-
2020 | 138 38 28 133 | 157/ should help. Our earnings estimate would tential over that time frame is unspec-
2021 | 4005 4005 4025 4025| 161 | produce an increase of 5%, which is within tacular.
2002 | 4275 the company’s goal of 5%-7% annually. Paul E Debbas, CFA March 11, 2022

(A )Dlluted EPS, Excl. nonrecurnng losses '11,
1¢, 12, 8¢. '20 & '21 EPS don't sum due to plan avail TSharehoIder invesiment plan avail,
roundlng Next earnings report due early May.
(B} Dwvidends historically paid in mid-Feb, | $7.91/sh (B) In millions, adj. for spiit. (E) Rate Wisconsin Above Average, lowa, Average.

© 2022 Value Line, Inc All nghts reserved, Factual malenal 1s obtained from sources believed to be reliable and 1s provided without warranties of any kind
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN This publication 1§ striclly for subscriber's own, non-commercial, internal use No part
of it may be reproduced, resold, stored or transmitted in any printed, elecironic or other form, or used for generating or matketing any pnnted or electsonic publication, service or product,

(C) Incl. deferred charges In ‘21 $1980 mill,

May, Aug, and Nov m Dividend reinvestment | base Orig cost Rates all'd on com. eq. in |1A
in '20. vanous, In Wl in '22 10%; earned on
avg com eq, 21 11.3%, Regulatory Chmate’

Company's Financial Strength A
Stock’s Price Stability

Price Growth Persistence
Earnings Predictability

To subscribe call 1-800-VALUELINE
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RECENT PIE (Trailing:22.4 RELATIVE 1 1 8 DIVD 2 80/
AMER NYSE-AEE PRICE 85.95 RATIO 21 .1 Median: 19.0 /| PIERATIO 1, YLD {0 /0
TeLiNess 4 weesmmoz | 0| 521 S53) 302\ 23| 5] 33| £13| B8 83| &F| 88| &% Target Price Range
SAFETY 1 maisedonomt [ LEGENDS
—— 064 x Dvidends p sh
TECHNICAL 2 Lowered 11/22 uidd by Intrest Fate 160
+ Relative Prce Strength N
BETA .80 (1 00=Market) Options' Yes < 120
- haded area indicales > 100
18-Month Target Price Range T e L 80
Low-High Midpoint (% to Mid) — Lt petlt! Vv 60
$755107  $91 (5%) s —— ?g
2025-27 PROJECTIONS , Tt fet Y 30
! - Ann'l Total iy, T '
Price  Gain Return | " .. i 20
o '3 “8%W %% o R S A S ) ’ 15
__ = - ; %TOT.RETURN 2/22 |~
Institutional Dec(lismnsm2021 s VLT
woy 27 o4 aoe | oot %0 : U T
to Sell 226 246 227 | wraded PP TSN Y VORI CYOMNNINEY) | Y PN Y Lot 11 [RREN . 3yr 294 61t [T
HIdS(000) 194886 199566 198495 ST M SR RTRRAEEAREV SV RLS0R VA ERRIETEPT Sy 791 842
2006 | 2007 | 2008 2009 | 2010 | 2011 [ 2012 | 2013 {2014 [2015 [2016 |2017 |2018 (2019 |2020 | 2021 | 2022 | 2023 | ©VALUELINE PUB,LLC|25-27
3330 | 36.23( 3692 2987 3177 B3104| 2844 2406 2495 | 2513 | 2504 | 2546 | 2573 | 24.00 | 2287 2481 | 25.35| 25.85 {Revenues per sh 27.75
602 6.76 6.44 6.06 6.33 5.87 5.87 525 577| 608( 659 680 764 783 808 8.89 9.35 9.90 | “Cash Flow" per sh 1175
266 298 2.88 2.78 277 247 2.41 210 240 2381 2868 277 3.32 335 3501 384 4.10 4.35 | Earnings per sh A 5.25
2.54 2.54 2.54 1.54 154 156 1.60 1.60 1.61 166 172 1.78 185 1.92 2.00 2.20 2.36 2.52 |Div'd Decl'd per sh Bm 3.10
4.99 6.96 975 7.51 4.66 4.50 549 587 7.66 8.12 8.78 9.05 9.56 992 | 1302 1367 12.90| 1255 |Cap'l Spending per sh 13.00
31.86 | 3241 3280 33.08) 3215] 3264 27.27| 2687 | 2767 | 2863 ] 2927 ] 29.61 | 3121 | 3273 | 3529 3764 | 40.25] 42.90 |Book Value persh © 51.50
206 60 { 208.30 | 212.30 237.40 | 24040 | 242.60 | 242.63 | 242.63 | 242,63 | 24263 | 24263 | 242,63 | 24450 | 246.20 | 253.30 | 25770 | 262.50 | 267.00 |Common Shs Outst'q © | 230.00
19.4 17.4 14.2 9.3 9.7 19 13.4 16.5 167 17.5 183 206 18.3 22.1 222 21.4 | Bold figgres are | Avg Ant'l PIE Ratio 175
1.05 92 85 82 62 75 .85 93 88 88 96 1.04 9 118 i14 114 Value|Line Relative P/E Ratio 95
4% | 49%| 62% 6.0% | 58% | 53% | 50% | 46% | 40% | 40% | 35% | 31% | 3.0% | 26% | 26% | 27%( " |Avg Anwl Divd Yield 3.4%
CAPITAL STRUCTURE as of 12/31/21 6828.0 | 5838.0 | 6053.0 | 6098.0 | 60760 | 61770 | 62910 | 59100 | 57940 | 63940 { 6650 | 6900 |Revenues ($mill) 7800
Total Debt §13612 mil. Due n5 Vrs$2890 mil | 5890 | 5180 | 5930 | 5650 | 6500 | 6830 | 8210 | 8340 | 8770 | 9950 1080 | 1765 |Net Profit (Smill 1500
(LI-_rTI:l)rt\etbt $1t25£$1£mé BXLT Interest $436 mil 36.9% | 37.5% | 389% | 383% | 367% | 38.2% | 224% | 179% | 150% | 13.6% | 120% | 12.0% {income Tax Rate 12.0%
R . 61% | 7.4% | 57% | 51% | 41% | 56% | 69% | 58% | 55% | 60% | 50%) 50% |AFUDC %o NetProfit | 40%
Oblig $5457 mil. | 495% | 45.2% | 47 2% | 40.3% | 47.7% | 49.2% | 50.3% | 62 1% | 550% | 561% | 55.5% | 53.5% |Long-Term Debt Ratio | 51.0%
Pfd Stock $129 mill.  Pfd Div’d $5 mill 49.4% | 537% | 517% | 497% ! 51.3% | 498% | 48.8% | 47.1% | 44.3% | 48.3% | 44.0% | 46.0% |Common Equity Ratio 48.5%
807,595 sh $3.50 to $5 50 cum (no par), $100 13384 | 12190 | 12975 | 13068 | 13840 | 14420 | 15632 | 17116 | 20158 | 22391 | 23900 | 24950 |Total Capital ($mill) 29600
Staledva), redeer: gﬁ%%;;??;;gg: ‘eroe | 16096 | 16205 | 1744 | 16799 | 20163 | 21466 | 22810 | 24876 | 26807 | 29261 | 31250 | 33126 |Net lant (Smill 38800
$104 30/5h : : ' 80% | 56% | 58% | 53% | 60% | 60% | 64% | 60% | 5% | 53% | 55% | 55% |RetumonTotaiCapl | 6.0%
Commaon Stock 257,724,763 shs. 87% | 77% | 87% | 83% | 9.1% | 03% | 106% |102% | 97% | 101% | 10.0% | 10.0% |Return on Shr.Equity | 10.5%
as of 1/31/22 88% | 78% | 87% | 83% | 92% | 94% | 107% | 10.3% | 97% | 102% | 70.0% | 10,0% |Return on Com Equity & 10.5%
MARKET CAP: $22 billion (Large Cap) 30% | 19% | 29% [ 25% | 33% | 34% | 48% | 44% | 42% | 44% | 4.5% | 4.5% |Retainedto Com Eq 4.5%
ELECTRIC OPERATING STATISTICS 66% | 76% | 67% | 70% | 64% | 64% | 56% | 57% 57% | 57% | 57% ) 58% |AllDiv'ds to Net Prof 58%
% Change Relai Sales (KWH) 20312 2052g 2+°22} BUSINESS: Ameren Corporation is a holding company formed erating sources coal, 73%; nuclear, 11%; hydro & other, 9%, pur-
Avg Indust Use (Mw}:g NA NA NA | through the merger of Union Electric and CIPSCO Has 1.2 million  chased, 7% Fuel costs. 25% of revenues '21 reported deprec
Avg Indust, Revs. aer KWH (¢) NA NA NA | electnc and 127,000 gas customers in Missoun, 1 2 million electnc  rates' 3%-4% Has 9,100 employees Chairman Wamer L Baxter
ggmm‘ gﬁgz‘ngm"&w) Nﬁ m “ﬁ and 813,000 gas customers in llinois. Discontinued nonregulated  President & CEQ Martin J. Lyons, Jr. Inc. Missoun Address' One
AnnualLoédFac(or(% NA NA NA | power-generation operation in "13. Electric revenue breakdown  Ameren Plaza, 1901 Chouteau Ave, P.O Box 66149, St. Louis,
% Change Cus(omers)yr end) NA NA NA | residential, 49%; commercial, 34%, industrial, 8%; other, 9% Gen- MO 63166-6149 Tel 314-621-3222. Intermet’ www ameren.com
Fixed Charge Ca. (%) 307 291 325 | Ameren received rate orders im Mis- ny’s goal for yearly profit growth is 6%-8%,
ANNUAL RATES Past Past Esvd jeuz1 | Souri. The commission approved settle- and our estimate would produce an in-
ofchange (persh)  10Yrs.  Svrs,  to'2s'z7 | ments that raised electric and gas rates by crease within this range.
Revenues 2.5% 0% 25% | $220 million and $5 million, respectively. There is a risk to the company’s earn-
“Cash Flow" 30% 60% 60% | An allowed return on equity was not speci- ing power. The Federal Energy Regula-
Earnings 3.0% 7.5% 6.5% . L N
Dividends 30% 40% 70% | fied, but the common equity ratio for elec- tory Commission (FERC) 1s considering
Book Value 10% 45% 65% | tric was set at 5}%%‘ New tariffs took effect the removild of a halfh pergi?nta%e point n-
; on February 28th. centive “adder” on the allowed ROE for
egg'a'r Ma()y%RTES%%EVgggE%(S ’Sglc')_m 5:;L Earnings will likely advance in 2022. electric transmission. This would cut
2018 | 155 1379 1650 1315 |5910.0 The rate increases in Missouri will be a Ameren’s annual earning power by $0.05 a
‘ol key factor. Also owth in the utility’s share. The timing of FERC’s decisi i
2020 | 1440 1398 1628 1328 | 57940 Y . » BT y g sion 1§
2021 | 1566 1472 181 1545 |63940| rate base will boost the company’s earning unknown. Our estimates and projections
2022 | 1700 1500 1850 1600 | 6650 | power. Ameren’s transmission busmmess are based on the utility maintaining its al-
2023 | 1750 1550 1950 1650 | 6900 | and electric operations in Illinois operate lowed ROE for transmission of 10.52%.
cal- EARNINGS PER SHARE A Fal under formula rate plans. Ameren will The bpard of @irectors raised the divi-
endar |Mar31 Jun30 Sep30 Dec.dt| vear | D1k up a few cents a share from having a dend in the first quarter. The hike was
2019 78 77 147 28 | 335 full year of a gas rate hike that was grant- $0.04 a share (7.3%) quarterly. Dividend
2020 '59 ‘98 147 %6 | 350| ed in Illinois last year. These factors growth will hkely be in line with profit
2021 91 80 165 48 | 384 | should outweigh the effects of higher oper- growth. Ameren’s target for the payout
2022 90 85 18 .50 | 470| ating and maintenance costs, depreciation, ratio is 55%-70%, and this figure is near
2023 95 90 1.85 55 | 435| and average shares outstanding. We are the lower end of this range.
Cal- | QUARTERLY DIVIDENDS PADBw | Full sticking with our 2022 estimate of $4.10 a The dividend _yield of this untimely
endar |Mar31 Jun30 Sep30 Dec3i| Year | Share, which is within management’s tar- but high-quality stock is below the
2018 | 4575 4575 4575 475 | 185 geted range of $3.95-$4.15 . utility mean. The equity’s prospects for
5019 | 475 475 475 435 | 19 We expect further growth in 2023. the next 18 months and the 3- to 5-year
2000 | 495 405 495 515 | o00| Ameren will have a full year’s effect of period are subpar. The recent quotation is
2021 | 55 55 55 55 290 | rate relief in Missour: and will continue to within our 2025-2027 Target Price Range.
2022 | 59 benefit from rate base growth. The compa- Paul E. Debbas, CFA March 11, 2022
(A) Diluted EPS Excl nonrec gain (losses): | (B) Div'ds paid late Mar, June, Sept, & Dec = | '22 elec & gas, none specified, in IL electne, | Company’s Financial Strength A
10, ($2 19), '11, (32¢), '12, (56 42), '17 (83¢), | Dv'd reinvest plan avail. (C) Inct intang. in vares, in '21. gas, 9 67%, earned on avg. com. | Stock’s Price Stability 100
gain (loss) from discontinued ops..'13, (92¢), | ‘21 $6.60/sh (D) In mill. (E) Rate base Ong | eq, '21. 10 6% Regulaiory Climate: MO, Aver- | Price Growth Persistence 75

Earnings Predictability

To subscribe call 1-300-VALUELINE

15 21¢ Next earnings report due early May. [ cost depr Rate allowed on com. eqg m MO in | age, IL, Below Average
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LE PWR RECENT 90 65 PlE 17 9(Trailing:18.3) RELATIVE 1 00 DIVD 3 60/
. + NDQ-AEp |PRICE . RATIO o \Median: 170/ | PIERATIO |, YLD J /0
meLness 4 e | (3] 57 B3] 98 B2 B3] 3] D3] B %3] %] %] 6 Targt Price Rangs
SAFETY 1 Rasesym7 | LEGENDS
~— 067 x Dwidends p sh N
TECHNICAL 2 Lowered 311122 g{V'de"b Interest Rate < 160
« Relative Price Strength
BETA_ 76 (100 = Marke) oggg:dYaifm Indicales T ;(2)8
18-Month Target Price Range e S ‘,llﬁu Uit ® 80
Low-High  Midpoint (% to Mid) — B i P 60
$76-5110  $93 (5%) T DA gg
et S R A
2025-27 PROJECTIONS ! !ﬁ“’" 2
Ann'l Total e, *,ese., D N
Price  Galn Return | " b ete et T L e 20
IR -2 - I O S N Y N N S ;
B R o %TOT.RETURN 2122 [ °
o 1 e, Vg
o Buy 2eos 551 636 | oot B Ty 229 st 7
to Sell 431 433 473 | traded g TV (T RS TH I PRI, TV [T Al od Loy 3yr. 201 611 [
Hid's(000) 371285 373255 373909 L R S S SR A R A SRR R U R Sy S61 842
2006 [ 2007 | 2008 2009 [ 2010|2011 [ 2012 {2013 [2014 {2015 {2016 |2017 {2018 {2019 | 2020 {2021 | 2022 [ 2023 | ©VALUE LINE PUB, LLC|25-27
3182 | 3341 3556 28.22| 3001 | 8127{ 3077 | 31.48| 3478 | 3351 | 3331 | 3135 | 3284 | 3149 | 3004 3330 | 33.25| 34.05|Revenues persh 36.75
6.67 6.80 6.84 6.32 6.29 6.83 6.92 702 757 798 847 795 877 935 | 1028 | 1098 | 11.20| 11.75|"Cash Flow" per sh 13.75
286 286 299 297 260 313 298 318 3341 359 423 3.62 3.90 4.08 442 496 5.00 5.35 |Earnings persh A 6,50
1.50 168 164 1.64 1.71 1.85 188 1.95 203 215 2.27 239 253 2.1 2.84 3.00 3.17] 3.35 |Dw'd DecldpershBs 4.00
8.89 8.88 983  6.19 507 574 6.45 775 8.68 937 998 [ 1179 ] 12.89 | 1243 | 1272 | 1143 | 1535| 14.15 [Cap'l Spending per sh 14,00
2373 | 25.7| 2633 2749 2833 | 3033 31.37| 3298 | 3437 | 3644 | 3538 | 3717 | 3858 | 3973 | 4138 | 44.49 ) 47.05] 50.05 |Book Value persh © 5875
396.67 | 40043 | 40607 478.05 | 480.81 | 48342 485.67 | 487.78 | 48940 ) 49105 | 49171 | 49201 | 40325 | 494.17 | 496.60 | 504.21 | 574.00 | 523.00 | Common Shs Outst'y © | 545.00
129 16.3 131 10.0 134 119 13.8 14.5 15.9 158 15.2 19.3 18.0 214 196 17.1 | Botd tigires are | Avg An’l P/E Ratio 17.0
70 87 .18 67 85 75 88 81 84 .80 .80 97 97 1.14 1.01 9 Value|Line Relative P/E Ratio .95
41% | 34%| 42% 55% | 49% | 50% | 46% | 42% | 38% | 38% | 35% | 34% | 36% | 31% | 33% | 35% | "™ lAvgAnwiDivd Yield 3.6%
CAPITAL STRUCTURE as of 12/31/21 14945 | 15357 | 17020 | 16453 | 16380 | 15425 | 16196 | 15561 | 14919 | 16792 | 17100 17800 |Revenues ($mill) 20000
Totat Debt §36069 mill Due in 5 Yrs $12120 mill | 14430 | 15490 | 16340 | 17634 | 20736 | 17832 | 19238 | 20190 | 22001 | 24881 | 2555 ) 2790 | Net Profit ($mill) 3565
h\zlogg(g(f?r?noll‘ ;nelgurhizl_e-[iIgéflziesﬂlr?glogg(;glg 339% | 362% | 37.8% | 35.1% | 268% | 33.7% | 5.8% 7% | 19% | 46% | 75% | 7.5% |Income Tax Rate 7.5%
il imance loases 112% | 7.3% | 50% | 110% | 8.0% | 80% | 10.7% [127% | 97%| 78% | 10.0% | 9.0% JAFUDG %toNetProfit | 7.0%
(LT interest eamed 3 2¢) 506% | 511% | 49.0% | 49.8% | 50.0% | 515% | 532% | 56.1% | 565% | 563% | 56.0% | 58.5% |Lohg-Term DebiRatio | 57.6%
Leases, Uncapitalized Annual rentals $119 6 mill. | 494% | 48.9% | 510% | 502% | 500% | 485% | 468% | 439% | 415% | 417% | 42.0% | 41.5% {Common Equity Ratio 42.5%
Pension Assets-12/21 $5352 9 mill 1730823 | 32913 | 33001 | 35633 | 34775 | 37707 | 40677 | 44759 | 49537 | 53734 | 57650 | 62825 {Total Capital ($mill) 75700
Ptd Stock None Oblig $5187 0 mill. | ag763 | 40907 | 44117 | 46133 | 45639 | 50262 | 55099 | 60138 | 63902 | 66001 | 70700 | 74725 |Net Piant ($mill 88000
61% 1 60% | 63% | 61% | 72% | 59% | 59% | 56% | 56% | 56% | 55%| 55% |Returnon Total Cap't 5.5%
Common Stock 504,212,015 shs 95% | 96% | 97% | 99% | 119% | 9.8% [ 10.1% | 103% | 10.7% | 111% | 105% | 10.5% |Returnon Shr. Equity | 17.0%
95% | 96% | 97% | 9.9% | 11.9% | 98% | 101% | 10.3% | 10.7% | 111% | 10.5% | 10.5% |Returnon Com Equity €| 11.0%
MARKET CAP- $46 billion (Large Cap) 35% | 37% | 88% | 39% ; 55% | 32% | 35% | 34% | 38% | 43% | 4.0%| 4.0% |Retainedto Com Eq 4.5%
ELECTRIC OPERATING STATISTICS 63% | 62% | 61% | 60% | 54% | 67% | 65% | 67% 65% | 61% | 65% | 64% |AllDiv'ds to Net Prof 62%
% Change Retai Sales (KWH} 2021 3 20%9 ?32(1) BUSINESS: American Electric Power Company Inc (AEP}, through  barge operation In 15 Generating sources not available Fuel
Avg ncust Use (MW NA NA NA | 10 operating utiities, serves 55 miflion customers in Arkansas, costs 33% of revenues, ‘21 reported depreciation rates (utility).
Avg. Indust Revs, oer KWH {5} NA NA NA | Kentucky, Indiana, Louisiana, Michigan, Ohio, Oklahoma, Tennes- 2 6%-125% Has 16,700 employees Chatrman. President & CEQ
ggg?cﬂm‘(m)km"’) “ﬁ Nﬁ Nﬁ see, Texas Virgina, & West Virginia Mas a transmission substdi-  Nicholas K Akins, COO Lisa Barton incorporated. New York Ad-
Annvel Load Faclor (4 NA NA NA | ary. Electnc revenue breakdown' residential, 43%; commerctal, dress 1 Rwerside Plaza Columbus, Ohio 43215-2373 Telephone
% Change Customers Zyr-end] +3  +1.0 NA | 23%; industrial, 18%, wholesale, 10%, other, 6%. Sold commercial  614-716-1000 Internet www aep com
o) American Electric Power’s sale of its in the second quarter. The utility 1s trying
ix:ldNC:\JaEngvA(_ll_)Es Past 23?,& 2;3, . ,1:_ 7221 Kentucky Power subsidiary is likely to reach a settlement in Louisiana, where
ofchange (pershy . 10Yrs,  5Vrs. 10677 | to be completed in the second quar- 1t had requested $73 mullion, based on a
Revenues 5% -15% 25% | ter. The sale would raise $1.45 billion 10.35% ROE and a 50.8% common-equity
égfﬁl?‘ Flow" jg‘;//o g-g‘f{; ggi/o after taxes and transaction costs, and ratio. The Tegas commission granted
S 2w ed% %3k | would offset the company’s expected equity SWEPCO $23 mulhon, based on a 9 25%
Book Value 40% 35% 60% | needs for 2022 (The estumated rise in the %}?EI adnd a 49.4% common-equity ratio
; share count this year is due to the conver- e Indiana commission approved a settle-
eﬁfj'a'r Mg%ﬁRTEEIF‘\.(S%EVggE%(Sgnellc.)m YF:;L sion of $805 mallion of equity units.) ment for Indiana Michigan Power calling
2019 | 4056 3573 4315 3616 | 15561 The company wants to sell its nonreg- for a $61 million increase, ba§ed on a 9.7%
%000 | 3747 3404 4086 310 |1401s | wlated contracted renewable-energy ROE aqd a 50% common-equity ratio.
2021 | 4281 3826 4623 4081 |167%2 | assets. The company would reinvest the We estimate modest profit growth this
2022 | 4350 3900 4700 4150 |17100 | proceeds 1n regulated wind and solar year and a larger increase in 2023. The
2023 | 4550 4050 4900 4300 |17800 | projects and allocate to its transmission comparison with the 2021 tally 1s tough
cal EARNINGS PER SHARE A Fal business capital that otherwise would because mark-to-market accounting gains
endar |Mar31 Jun30 Sepd0 Decdi| vear | h2ve been used for nonregulated renewa- added $0.14 to share, net Our estimate is
2079 | 1.6 93 148 51 408 ble expansion. Any gains on these sales within the company’s targeted range of
2020 | 100 105 150 87 | 442| will be included 1n our earnings presenta- $4 87~$_5.07 a share. Management nar-
2021 | 115 115 150 107 | 498| tion, although we have not assumed any in rowed its goal for annual earnings growth
2022 | 120 115 165 1.00 | 500] our estimates AEP already has a presence from 5%-7% to 6%-7%, and our 2023 es-
2023 | 1.30 125 175 105 | 535| in regulated renewables, and will soon timate is within this range. Rate relief and
cal- | QUARTERLY DVIDENDSPAD S = | ruy | Comoplete the third phase of a $2 billion, volume growth are key factors boosting
endar |Mar31 Jun30 Sep30 Dec3i| vear | 1,484-megawatt wind project. . AEP’s earning power. )
2018 | 62 62 6 67 553 Some regulatory matters are pending This untimely but hlgh-qua_llty stock
2019 | &7 67 ‘& 70 571 ] or have been concluded. SWEPCO filed ha.s‘ an_average dividend yield for a
2020 | .70 70 70 74 5g4| @ case for $56 million in Arkansas, based utility. The issue doesn’t stand out for the
2021 | 74 74 4 78 300| on a 10.35% return on equity and a 51.8% next 18 months or the 2025-2027 period.
2022 | 78 common-equity ratio An order 1s expected Paul E. Debbas, CFA March 11, 2022
(A} Diluted EPS, Excl. nonrec. gains {losses) |08, 2¢, '08, 3¢; '15, 58¢, '16, (1¢). Next eam- { (D) In mill (E) Rate base’ various. Rates al- | Company’s Financial Strength A+
06 (20¢); '07, {20¢), '08, 40¢, 10, (7¢), 't1, | ings report due late Apnit (B) Divids pard early { lowed on com eq. 9.3%-10 9%, eamned on | Stock’s Price Stability 100
89¢; '12, (38¢); '183, (14¢); *16, ($299); '17, | Mar, June, Sept, & Dec m Div'd reinvestment { avg com. eq., '21 11 6%. Regulatory Climate’ | Price Growth Persistence 60

26¢, '19, (20¢), gains (loss) from disc ops

plan avail. (C) Incl intang In '21. $17 04/sh | Average.
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Exhibit DWD-3

ANNUAL RATES Past

Past Est'd'18-'20

of change {persh) 10 Yrs. 5Yrs.  t0'28-27
Revenues 5% -10% 2.0%
"Cash Flow" 35% 45% 55%
Eamings 25% 1.5% 70%
Dividends 30%  3.5% 20%
Book Value 20% 1.0% 2.5%

Cal- QUARTERLY REVENUES (S mill) Full
endar | Mar.31 Jun.30 Sep.30 Decdi| Year
2019 | 6163 5873 6940 6103 (25079
2020 | 5949 5421 6721 5777 |23868
2021 | 6150 5758 6951 6091 |24950
2022 | 6350 5900 7150 6250 |25650
2023 | 6550 6050 7130 6450 |26400
Cal- EARNINGS PER SHARE A Fuli
endar |Mar.31 Jun.30 Sep.30 Dec31| Year
2019 124 112 182 89 507
2020 124 108 174 di3 392
2021 1.25 86 179 .95 4.95
2022 135 115 190 105 545
2023 145 125 200 110 5.80
Cal- QUARTERLY DIVIDENDS PAID B = Full
endar | Mar.31 Jun.30 Sep.30 Decdi| Year
2018 89 89 9275 9275 364
2019 9275 9275 945 945 375
2020 | 945 945 965 965 382
2021 965 965 985 985 390
2022 | 985

vance significantly in 2022. The com-
parison shouldn’t be difficult, especially in
the June quarter, when the company took
an $0.18-a-share charge for a workforce
realignment in 2021 Duke will benefit
from increased rates A $67 million hike
took effect in Florida at the start of 2022
Piedmont Natural Gas received a $67 mal-
lion increase on November I1st Duke
received a small gas hike 1 Kentucky at
the start of 2022. The company should get
a partial year of rate relief in Ohio (see be-
low) Duke also obtains revenues every
year from riders (surcharges) on custom-
ers’ bills. Finally, the utility is benefiting
from healthy growth in volume (especially
from the 1ndustrial sector) and customers
Management put forth its expectations for
the current year shortly before this report
went to press.

An electric rate case is pending in
Ohio. Duke 1s seeking an increase of $55
mullion (8.3%), based on a 10.3% return on
equity. An order is expected this summer.
We look for another year of solid prof-
it growth in 2023. Duke will get the next
phase of multiyear rate relief ($49 million)

Page 5 of 15
RECENT PE (Trailing:27.1) RELATIVE 1 11 DIVD 3 80/
DU KE ENERGY NYSE-DUK PRICE 1 05.06 RATIO 1 9.6 Median: 8.0/ (PIERATIO 14 YLD {0 /0
eNess & raesan | v ] gof] i) Sl @3] o] Al Be| Be @e| Bt] s i Target Price Range
SAFETY 2 Newtnmy LEGENDS
3 T G by v Bate 320
TECHNICAL O Rassed 1,14122 IR V6 e Gy
BETA .85 (100 = Market} i-for-3 Rev spit  7/12 200
- Oplions Yes
18-Month Target Price Range | Shaded area mdicates . 160
Low-High  Midpoint (% to Mid) e I ST SR B e S 12
$62-5116  $99 (-5%) il “ﬂxn/“/rm SSOPCPRSTTIANCE L T LN N U SV ol el 80
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2006 | 2007|2008 2009 2010 ;2011 [2012 {2013 ;2014 12015 |2016 |2017 |2018 |2019 {2020 {2021 | 2022 | 2023 | ©VALUE LINE PUB, LLC|25-27

2532 30.24| 3115 2918 3222 | 3263| 27.88{ 34.84 | 33.84 | 34.10{ 3249 | 3366 | 3373 3421 | 3104 3240| 33.30| 34.30 |Revenues per sh 37.50
7.86 8.11 734 758 8.49 8.68 6.80 8.56 9.41 9.40 920 | 1001 ) 1049 | 1213 ] 1089 | 1240 13.30| 14.00 |“Cash Flow” per sh 16.50
2.76 3.60 303 339 402 414 371 3.98 413 410 3.7 422 413 507 392 4.95 545 | 5.80 |Earnings per sh A 7.00

- 258 270 282 291 297 3.03 3.09 315| 324 336 349 3.64 3.75 382 390 3.98| 4.06 |Div'd Decld per sh 8= 435
8.07 743( 1035 9851 1084 9.80 78t 783 762 983 1129 1150 | 1291 | 1517 | 1288 | 1360 16.60| 15.70 |Cap'l Spending per sh 15.50
6230{ 5040) 4951 49.85| 5084 | 5114 5804} 5854 | 57.81| 5774 | 5862 | 5963 | 60.27 | 61.20 | 59.82| 60.90) 6240 | 64.15 |Book Value per sh ¢ 71.00
41896 | 42062 | 42396 436.29 | 442,96 | 44529 | 704,00 | 706 00 | 707 00 | 688 00 | 700.00 | 700 00 | 727.00 | 73300 | 769.00 | 770.00 | 770.00 | 770.00 [ Common Shs Outst’y O | 770.00
- 16.1 173 133 1.7 138 17.5 174 17.9 18.2 213 19.9 19.4 17.7 224 20.1 | Bold figlres are {Avg Ann’l P/E Ratio 16.0

85 1.04 .89 81 87 1.1t 98 84 92 1.12 1.00 1.05 94 .15 1.05 Value|Line Retative P/E Ratio .90

44% | 52% 6.2% | 57% | 52% | 47% | 44% | 43% | 43% | 43% | 42% | 45% | 42% | 44% | 39% | "' |Avg AnnlDivd Yield 3.9%
CAPITAL STRUCTURE as of 9/30/21 19624 ) 24598 | 23925 | 23459 | 22743 | 23565 | 24521 | 25079 | 23668 | 24950 | 25650 | 26400 |Revenues ($miff) 28850
Total Debt $64900 mill. Due in & Yrs $19594 mill | 21360 | 28130 | 29340 | 28540 | 25600 | 26630 | 29280 [ 37550 | 29860 | 3910 | 4320 | 4565 | Net Profit ($mill) 5415
h}&%g}g%ﬁ?ﬁn’:ﬂce oy Merest $2211 mil 302% | 32.6% | 306% | 32.0% | 310% | 304% | 142% | 127% | 49% | 7.5%| 7.0% | 7.0% [Income Tax Rate 7.0%
(LT interest eamed. 2.1x) 203% | 88% | 72% | 92% | 117% | 12.8% [130% | 79% | 89% | 80%| 7.0%| 7.0% |AFUDC %1toNetProfit | 6.0%
Leases, Uncapitalized Annual rentals $229 mill 47.0% | 480% | 477% | 48.6% | 526% | 540% | 538% | 540% | 53.7% | 54.5% | 54.5% | 55.0% (Long-Term Debt Ratio 55.0%
Pension Assets-12/20 $9337 mill. 529% | 52.0% | 523% | 514% | 474% | 460% | 462% | 441% | 444% | 44.0% | 43.5% | 43.5% |Common Equity Ratio 43.5%

_ Obhig 38634 mill. 77307 | 79482 | 78088 | 77222 | 86600 | 90774 | 94940 (101807 | 103589 | 106950 | 110075 | 113525 |Total Capitai (§mill 125600
gédmsﬂfl°§"]‘s$?$§(yg"'c‘um P;%gmdvﬁ?fe? il 68555 | 69490 | 70046 | 75709 | 82520 | 86391 | 91694 |102127 {106782 | 111500 | 118275 | 124025 | Net Plant ($mill 138600
redeemable i $25.50 priorto 61524, 1 mil shs | 6% | 46% | 48% | 48% | 40% | 43% | 42% | 48% | 39% | 45%| 50%| 50% |Retumon Total Capl | 55%
4 875%, cum , $1000 lig value 52% | 68% | 72% | 72% | 62% | 71% | 67% | 80% | 62% | 80% | 85%| 9.0% |Return on Shr. Equity 9.5%
Common Stock 769,343,372 shs. as of 10/31/21 52% | 68% | 72% | 72% | 62% | 71% | 67% [ 83% | 63% | 80%| 9.0%| 9.0% [Returnon Com Equity €| 8.5%
MARKET CAP: $81 billion (Large Cap) % | 15% | 17% | 15% | 6% | 12% | 10% | 24% | 4% | 1.5% | 25% | 25% |Retainedto Com Eg 35%
ELECTRIC OPERATING STATISTICS 82% | 78% | 7% | 79% | 91% | 83% | 84% | 71% 94% | 79% | 73% | 71% |All Div'ds to Net Prof 64%
%, Change Relal Szls ({WH) 2:?8 20_18 0228 BUSINESS: Duke Energy Corporation is a holding company for util-  residential, 45%; commercial, 28%; industrial, 13%, other, 14%
Avg Indust Use (MWH 2953 2934 NA | thes with 7.6 mill elec. customers in NC, FL, IN, SC, OH. & KY, and  Generating sources. gas, 31%; nuclear, 30%; coal, 18%, other, 2%,
Avg Indust Revs oer KWH (g} NA NA NA | 16 mill gas customers in OH, KY, NC, SC, and TN Owns inde- purchased, 19% Fuel costs, 27% of revs '20 reported deprec. rate.
gap;fwy geakn(le sﬁ Nﬁ “Q pendent power plants & has 25% stake in National Methanol in 3 0% Has 27,500 employees. Chairman, President & CEO" Lynn J
Agﬁua(!i%édg;(o?r(i/ow) NA  NA  NA | Saudi Arabia Acq'd Progress Energy 7/12; Piedmoni Natural Gas  Good Inc DE. Address 550 South Tryon St, Charlotte, NC
%ChangeCuslomers?avg) 14 415 NA | 10/16, discontinued most mt1 ops in '16 Elec rev breakdown  28202-1803 Tel 704-382-3853 Internet: www duke-energy com.
Fixed Charge Cov (%) o1g 233 183 | Duke Energy’s earnings will likely ad- 1n Florida at the start of the year. The

company will benefit from a full year of
rate relief in Ohio. We estimate a bottom-
line increase of 6%, within management’s
annual target of 56%-7%

Duke is awaiting regulatory outcomes
in North Carolina. This involves
performance-based ratemaking and securi-
tization for coal-fired assets that will be
retired early Developments from the state
commuission should come forth as the year
progresses

Duke entered into a cooperation
agreement with Elliott Investment
Management. This involves the addition
of two board members and a standstill
agreement through November 13, 2022
(the one-year anniversary of the coopera-
tion agreement). Elliott had been critical
of Duke’s management. There is some
speculative interest for stockholders once
the cooperation agreement expires.

The untimely stock has a dividend
yvield that is a bit above the utility
mean. But, dividend growth potential is
low, and the stock lacks appeal for the
next 18 months and the 2025-2027 period.

Paul E. Debbas, CFA February 11, 2022

(A) DI EPS Excl nonrec. losses '12, 70¢, | due early May. (B) Dw'ds paid mid-Mar., June, | all'd on com eq. in ‘21 n NC' 9.6%, in '19 in
13 24¢; '14, 67¢, '17, 15¢, '18, 41¢, '20, | Sept., & Dec. ® Dv'd reinv. plan avail (C) Incl.
$2 21, losses on disc. ops.: ‘14, 80¢, 16, 60¢. | intang In '20 $41 25/sh (D) In mill,, adj for | IN. 9.7%, earn on avg com. eq, '20 9.9%
rev splt (E) Rate base Net ong. cost Rate | Reg Chm NG, SC Avg, OH, IN Above Avg.
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Exhibit DWD-3

ANNUAL RATES Past

Past Est'd'18-20

of change (per sh) 10 Yrs. 5Yrs, to '24-'26
Revenues -1.0%  -10% 35%
“Cash Flow" -1 0% 5 5% 8.5%
Earnings -8.0% -18.5% NMF
Dividends 7.0% 10.5% 5.0%
Book Value 15% 1.5% 3.5%
Cal- QUARTERLY REVENUES (8 mill) Full
endar |Mar.31 Jun.30 Sep.30 Dec3i| Year
2018 | 2564 2815 4269 3009 |12657
2019 | 2824 2812 3741 2970 | 12347
2020 | 2790 2987 4644 3157 |13578
2021 12960 3315 5299 3426 | 15000
2022 | 3100 3450 5300 3450 | 15300
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun,30 Sep.30 Dec.dt| Year
2018 82 84 157 d448 | d1.26
2019 64 157 135 A5 3.98
2020 50 85 d76 113 172
2021 68 84 d90 .98 1.60
2022 80 1.05 160  1.05 | 450
Cal- QUARTERLY DIVIDENDS PAID® » Full
endar {Mar.31 Jun.30 Sep.30 Dec.3i| Year
2018 | 605 605 605  .605 242
2018 6125 6125 6125 6125 | 245
2020 | 8375 6375 8375 6375 | 255
2021 | 6625 6625 6625 .6625| 2.65
2022 | .70

California Edison utility subsidiary
have increased the estimated liability
stemming from wildfires and mud-
slides in 2017 and 2018. Previously, this
figure was $6.2 hilhon, with $1.4 billion
yet to be resolved. Now, the utility has
raised this to $7.5 billion, with $2.2 billion
yet to be resolved Accordingly, the compa-
ny took an aftertax charge of $899 million
($2.37 a share) against September-quarter
results, part of which is for fines and
penalties stemming from the wildfires. As
is the case with previous charges, we in-
cluded this in our earnings presentation.
Thus, we slashed our 2021 share-earnings
estimate from $4 15 to $1.60. We are not
assuming any more charges in our 2022
estimate of $4 50 a share.

The utility has increased its capital
spending plans. SCE intends to add
some $900 million of battery storage in
2022. This will probably necessitate some
debt and equity issuances The amount,
timing, and form of the new equity are to
be determined. Note that SCE issued $2
billion of preferred equity last year, so ad-
ditional preferred issuances would come as
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2005 { 2006 | 2007 2008 | 2009 | 2010 | 2011 2012 {2013 2014 {2015 |2016 (2017 (2018 | 2019 | 2020 | 2021 | 2022 | ©VALUE LINE PUB, LLC]24-26
3638 3874 | 4025 4331 | 37.98| 38.09{ 39.16 1 36.41| 3861 | 4117 3537 | 3643 | 37.81 | 38.85 | 34.11| 3583 | 38.95| 39.25 |Revenues per sh 44,25
699 7.25 760 8.08 796 841 9.03] 963 880| 995 1035 1043 | 11.03 [ 4.69 8.18 7.94 7.95{ 10.95 [“Cash Flow" per sh 12.50
3.34 328 332 368 | 324| 335] 323y 455 378 4331 415 394 | 451 ) di.26 3.98 1.72 1.60 |  4.50 |Earmings per sh A 525
1,02 1.10 1.18 1.23 1.25 1.27 1.29 1.31 137 1.48 1,73 198 | 223 243 248 258 2.69 2.84 | Div'd Decl'd per sh B= 335
573 7.78 867 867 | 10.07| 1394 1476] 1273 | 1105 | 1199 1297 | 1146 | 11.75 | 1384 | 1347 | 1447 1430 15.90 |Cap'l Spending per sh 17.50
2030 | 2366 | 2592 29.21] 3020 ) 3244| 30.86| 28.95| 3050 3364 | 3489 | 3682 | 3582 | 3210 | 36.75| 3708 | 3640 | 3845 |Book Value persh © 43.75
32581 | 325.81| 32581 32581 | 325.81 | 32581 325.81 ) 32581 | 325.81 | 325.81 | 325,81 | 32581 [ 325.81 | 32581 | 361.99 | 378.91 | 385,00 | 390.00 | Common Shs Outst'y © | 390.00
1.7 130 16.0 124 9.7 10.3 11.8 97 12.7 13.0 14.8 17.9 172 - 167 34.9 37.1 Avg Ann'l P/E Ratio 17.0
62 70 85 75 65 66 74 62 Rl 68 75 94 87 .- 89 179 200 Relative P/E Ratio 95
26% ) 26%| 22% 27%( 40% ) 37%| 34% | 30% | 28% | 2.6% | 28% | 2.8% | 29% | 38% | 37% | 43% | 45% Avg Ann’l Div'd Yield 3.7%
CAPITAL STRUCTURE as of 9/30/21 12760 | 11862 | 12581 | 13413 | 11524 | 11869 | 12320 | 12657 | 12347 | 13578 | 15000 | 15300 |Revenues ($mill) 17250
Total Debt $27160 mil Due in 5 Yrs $11170 mill. | 1412,0 | 15940 | 1344.0 | 15390 | 1480.0 | 14220 | 16030 | d2900 | 14770 7750 770 ) 1915 | Net Profit ($mill) 2200
'(-l}'?;ztrffsa“rf‘g” ; SX;-T'"*e’eS‘ $948 mil 5 7% | 143% | 252% | 22.4% | 66% | 111% | 50% |  -- | [ 50% | 5.0% |Income Tax Rate 50%
Leases, Uncapitalized Annual rentals $39 mil 146% | B5% | 78% | 58% | B0% | 68% | 72% | -+ | 11.1% | 225% | 23.0% | 9.0% |AFUDC %to NetProfit | 8.0%
Pension Assets-12/20 $4171 mill. 553% | 452% | 457% | 441% | 450% | 418% | 456% | 536% | 53.5% | 552% | 54.5% | 65.0% |Long-Term Debt Ratio 58.0%
Oblig $4476 mill | 40.6% | 462% | 46.2% | 47.2% | 46.7% | 492% | 458% | 383% { 39.9% | 395% | 35.5% | 35.5% |Common Equity Ratio 34.0%
Pfd Stock $3136°m|ll. Pft} Div'd $172 mill 24773 | 20422 | 21516 | 23216 | 24352 | 24362 | 25506 | 27284 | 33360 | 35581 ; 39475 | 42025 )Total Capital ($mill) 50000
360000 eh. 6@&%"3;3‘; :aé‘g% oeB.0a0sh | 3116 | 30273 | 30456 | 32981 | 35085 | 37000 | 39050 | 41346 | 44285 | 47839 | 50900 | 54575 |Net Plant (Smil) 64900
5375%, $1000 Hq value, ak cumulative 60% | 89% | 73% ) 77% | 7% | 69% | 73% | 1% | 56% | 34% | 3.0%| 5.5% |Returnon Total Cap'i 5.5%
Common Stack 378,908,256 shs 100% | 14.2% | 115% | 11.9% | 111% | 100% | 116% | NMF | 95% | 48% | 4.5% | 10.0% |Returnon Shr.Equty | 10.5%
as of 10/26/21 10.5% § 15.9% | 12.5% | 13.0% | 12.0% | 10.8% | 127% | NMF | 10.2% | 46% | 4.5% | 11.0% Returnon Com EquityE | 12.0%
MARKET CAP: §25 billion (Large Cap) 63% | 114% | 81% | 88% | 7.2% | 5.6% | 66% | NMF | 41% | NMF| NMF| 4.0% |Retainedto ComEq 4.5%
ELECTRIC OPERATING STATISTICS 3% 32% | 40% | 37% | 44% | 53% | 52% | NMF 63% | NMF | NMF| 66% |AliDiv'ds to Net Prof 67%
% Change Relal Sales (K 20_12 20213 20,?? BUSINESS: Edison International (formerly SCECorp) 1s a holding  dential 42%; commercial, 40%; industrial, 4%; other, 14%. Genera-
Avg Indust Use (MWH) 667 657 589 | company for Southern Califorma Edison Company (SCE), which ting sources nuclear, 8%; gas, 5%; hydro, 4%, purchased, 83%
Avg Indusl, Revs, oer KWH [g) NA NA NA | supplies electncity to 52 mill customers in a 50,000-s¢; -mi area in  Fuel costs' 36% of revs '20 reported depr rate 36% Has 13.400
ggpﬁwglg%k(MW 237'\(‘5% 220"(‘)/3 0 1'\:13% central, coastal, & southern CA (excl Los Angeles & San Diego). empls Chairman: Wiliam P, Sullvan. Pres. & CEQ: Pedro J. Piz-
R Lo g;"crl%f'(l/o ) 486 496 465 | Edison Energy s an energy svcs co. Disc Edison Mission Energy zaro. Inc CA Address: 2244 Walnut Grove Ave., P O, Box 76,
%ChangeCuslomerseyrend] +6 +5 +.6 | (Independent power producer) in 12 Elec rev breakdown resi- Rosemead, CA 91770 Tel. 626-302-2222. Web www edison.com
Fixed Charge Cov (%) nE 172 nwF | Edison International and its Southern no surprise.

A cost-of-capital application is pend-
ing. Based on a provision in the current
cost-of-capital mechanism, SCE’s allowed
return on equity for 2022 will be reduced
from 10.8% to 9 72%, reducing revenues by
$179 million However, the utility argues
that the provision should not apply due to
the interest-rate cuts stemming from the
government’s reaction to the coronavirus.
SCE has two counterproposals, one of
which would result in no revenue loss and
the other that would lower revenues by
$50 million. When this matter will be re-
solved is unknown.

The board of directors raised the divi-
dend. The move occurred in early Decem-
ber, effective with the payment in Janu-
ary. The mcrease was $0 15 a share (5.7%)
annually.

This stock has an above-average divi-
dend yield, even for a utility. This
reflects the wildfire-related uncertainties
that the company faces. Total return po-
tential is unspectacular for the next 18
mo(rilths but decent for the 8- to 5-year pe-
riod.

Paul E. Debbas, CFA January 21, 2022

(A) Dil. EPS Excl nonrec gains (losses)' ‘09,
(64¢); '10, 54¢, '11, ($333), 13, (§1 12), '15,
(8118), '17, ($1.37), '18, (15¢); '19, (21¢); ‘20,
25¢; gains (loss) from disc ops. '12, ($5 11),
© 2022 Value Lme Inc All nghts reserved Factual

13, 11¢, '14, 57¢; 15, 11¢; '18, 10¢, "19 EPS { (C) Inc! defd chgs In 20 $18 79/sh. (D) In
don't sum due to change in shs. Next earnings | mill. (E) Rate base: net ong cost. Rate all'd on
report due late Feb (B) Div'ds paid late Jan, | com, eq mn '20' 10 3%, earned on avg com
Apr, July, & Oct m Dw'd reinv. plan avail. | eq, '20 4.7%. Regulatory Climate Average
malenal 15 obtaned from sources beleved to be relable and 1s prowded without warranties of any kind
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publicalion ts striclly for subscnber's own, non-commercial, intemal use. No part
of it may be reproduced, resold, stored or transmitied In any printed, electronic or other form, or used for generating or marketing any pnnted or electronic publication, service o product.
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ohw 308 %L 35| shares 20 e e aw sy e L
HISS{000) 174484 183072 182168 LI ||||n||mtﬂ|||||n| A e e Syr 652 842
2006 [ 2007 | 2008 2009|2010 | 20112012 {2013 |2014 |2015 [2016 |2017 [2018 [2019 [2020 | 2021 [2022 | 2023 | ©VALUE LINE PUB, LLC]25-27
5394 ( 5947 6915 56.82| 6427 6367| 5794 6386 | 69.71 | 6454 [ 60.55| 61.35 | 5823 | 54.63 | 5051 | 57.95| 54.85| 55.00 |Revenues persh 59.25
1069] 1173 1289 1329 1654 | 1753 | 1598 1625 | 17.68 | 17.7t) 1872 1670 | 1650 | 17.19 | 1821 | 1790 | 17.75| 18.50|“Cash Flow" per sh 21.25
5.36 560 620 630 6.66 7.55 6.02 496 | 577 581 6881 519 588 6.30 690 687 6.30 6.70 | Earnings per sh A 8.00
216 258 300 300 324 3.32 332 332 332 334 3421{ 350| 358 3.66 3.74 3.86 4.09 4.30 {Div'd Decl'd per shBw 510
9441 1029| 1382 1299 1333| 1521 1818} 1673 | 1482 1679 | 1728 2207 | 2245 7 21.72 | 2452 | 3086 | 1875 19.00 |Cap'|Spending per sh 19.75
4045 | 4071 | 4207 4554 4753 | 5081 | 51.73) 54.00| 5583 | 5189 ) 4512 | 4428 | 4678 | 51.34 | 54.56 | 5742 | 60.20| 63.45 |Book Value persh © 73 00
202,67 | 19312 189.36 189,12] 178,75 | 17636 | 177.81 | 17837 | 179.24 | 17839 | 179.13 | 18052 | 189.06 } 18915 | 200.24 | 202.65 | 206.00 | 203.00 | Common Shs Outst'y © | 274.00
143 19.3 166 12.0 116 91 11.2 132 129 12.5 10.9 15.0 13.8 16.5 153 15.0 | Boid fighres are |Avg Ann’l P/E Ratio 17.0
77 1.02 100 .80 74 57 n 74 .68 63 57 75 75 88 79 80 VakuelLine Relative P/E Ratto .95
28% | 24% | 29% 40% | 42% | 49% | 49% | 51% | 45% | 46% | 46% | 45% | 44% | 35% | 36% | 37| P |avgAnr|Divd Yield 3.7%
CAPITAL STRUCTURE as of 12/31/21 10302 | 11331 | 12495 | 11513 | 10846 | 11074 | 11009 | 10879 | 10114 | 11743 | 17300 | 17500 |Revenues ($mill} 12700
Total Debt §27082 mill, Due in 5 Yrs $10875 mill | 10919 | 9045 | 10600 | 1061.2 | 12498 | 950.7 | 10621 | 1258.2 | 1406.7 | 14028 | 1320 | 1420 |Net Profit ($mill) 1735
hlleggésézr‘n{léi}l?Zt)fmslgcurlt%‘zz(lir:)tr\e{)?)?dimoOmm 130% | 267% | 37.8% | 2.2% | 113% | 18% | NMF | NMF NMF | 161% | 23.0% | 23.0% |income Tax Rate 23.0%
(LT mterest earmed 3.0x) ‘ 119% | 101% | 93% | 74% | 81% [147% |[175% | 167% | 122% | 71% | 80% | 8.0% |AFUDC%loNetProft | 8.0%
Leases, Uncapitalized Annual rentals $65.3 mill 558% 1 551% | 54.9% | 57.8% | 636% | 63.6% | 632% | 620% | 655% | 676% | 66.5% | 66.5% |Long-Term Debt Ratio 66.5%
Pension Assets-12/21 $6993 1 mill 429% | 43.6% | 438% | 40.8% | 355% [ 355% | 35.9% | 371% | 337% | 317% | 32.5% | 33.0% |Common Equity Ratio 33.0%
3 91’"9 $8409 6 mill. | 21432 | 22100 | 22842 | 20714 | 22777 | 22528 | 24602 | 27557 | 32386 | 36733 | 38025 | 40175 |Total Capital ($mill) 47000
g&‘) g})%cs"hizg“zgj"g 50/”@1%3’;?12853 T e 27200 | 27882 | 26723 | 27804 | 27021 | 20664 | 31074 | 35183 | 38853 | 42244 | 43675 | 45250 |Net Plant (Smil) 49900
8 7% 1 4 il <hs, 53755, all cur . without sink- | 04% | 54% | 60% | 60% | 60% | 57% | 58% | 59% | 56% | 48% | 45%| 4% |RetumonTolalCapl | 5.0%
ng fund 115% | 9.1% | 103% | 111% | 15.4% | 116% [ 120% | 120% | 12.6% | 116% | 70.5% | 10.5% {Return on Shr. Equity 11.0%
Common Stock 203,027,662 shs as of 1/31/22 116% | 92% | 10.4% | 11.2% | 152% [ 117% | 122% [121% | 127% | 119% | 10.5% | 10.5% |Return on Com Equity | 71.0%
MARKET CAP: $21 billion (Large Cap) 52% | 30% | 44% | 48% | 7.7% { 39% | 49% | 52% | 59% | 52% | 35%| 4.0% |RetanedtoComEq 4.0%
ELECTRIC OPERATING STATISTICS 56% | 68% | 58% | 58% | 50% | 68% | 61% | 58% 55% | 57% | 65% | 64% |All Div'ds to Net Prof 64%
% Change Relal Sals (KWH) 0112 2942(1) 2332; BUSINESS: Entergy Corporation supplies electicity to 3 millon  commercial, 24%, industrial, 27%, other, 12% Generating sources
Avg Indust, Use (MWH 1070 1017 1015 | customers through subsidiaries i Arkansas, Lowisiana, Mississippt, — gas, 46%, nuclear, 30%, coal, 6%; purchased, 18%. Fuel costs
Avg Indust Revs oer KWHI) 524 495 591 | Texas, and New Orleans {regulated separately from Lowisiana)  32% of revenues '21 reported depreciation rate 2.7% Has 12,400
gﬂpﬁfwg‘zﬁk(MW}w z 1?8; 2513838 Nﬁ Distributes gas to 206,000 customers in Louisiana, Has a nonutity ~ employees Charman & CEO Leo P Denaull. Incorporated' Dela-
Aﬁﬁuaffoa’d??cﬂ?'(& v} 24 ~ 62 NA | subsidiary that owns one nuclear unit (scheduled to be sold after ware, Address 639 Loyola Avenue, P O Box 61000, New Orleans,
% Change Cuslomers ?y, end) +8 410 +1.0 | shutdown In 5/22) Electnc revenue breakdown. residential, 37%; Louisiana 70161. Tel. 504-576-4000 Internet www entergy com
" Entergy is seeking to recover costs as- nuclear decommissioning trust at a sizable
T:‘drjaagf_csv;&s ot miast 2;)52‘, d‘1:j2:31 sociated with severe storms in 2020 discount and the seller is relieved of the
olchange (persh) . 10Vrs.  5Vrs. to'26'7 | amd 2021, In 2020, three hurricanes responsibility of decommissioning the fa-
Revenues 10% -35% 15% | caused more than $2 billion of damage 1n cality.) Entergy’s business risk has less-
“Cash Flow" 10% 1%‘;//0 g%‘? Lowsiana and Texas. Hurricane Ida last ened as the company winds down its pres-
S%g’gﬁgs 15%  20% 20% | vear resulted in restoration costs of $27 ence in nonregulated power generation
Book Value 18% 15% 50% | billion, above the previous estimate of $2 1 An earnings decline is likely in 2022,
e QUARTERLY REVENUES (5 mil] ul bill1on—$2.5 billion In the coming months, folloyved by improvement in 2023. En-
endar |Mar31 Jun30 Sep30 Dec.3i| Year Entergy will issue more than $3 billion of tergy’s nonutility subsidiary contributed
2019 | 2610 2666 3141 2462 | 10879 securitized bonds, which includes $1 blll- $Q.61. to share net last year, so this income
2000 | 2407 2413 2904 2370 |10114 hon for Hurricane Ida. The utihty will will likely be less this year. Another nega-
5021 | 2845 9822 3383 2723 |i1743 | Seek recovery from the regulatory commis- tive factor will be an increase in average
2022 | 2700 2700 3200 2700 | 11300 sions in Lowsiana and New Orleans (regu- shares outstanding. OQur 2022 estimate 1s
2023 | 2750 2750 3250 2750 | 11500 | lated separately from the rest of the state) at the midpoint of Entergy’s targeted
Car- EARNINGS PER SHARE A fan | for the remainder of the costs from Hurri- range of $6.15-56.45 a share Even so, En-
endar |Mar31 Jun30 Sep.30 Decdi| vear | c@ne Ida. However, Entergy recewved criti-  tergy's industrial sector is experiencing an
2019 | 132 122 182 194 | sa0| cism last year in New Orleans for its per- economic recovery, and the company 1s
2020 59 179 o259 193 | sgg| formance following the hurricane, which benefiting from rate relief in several juris-
2021 | 166 130 263 128 | 687 might affect the regulatory process dictions (much of which comes via formula
2022 | 125 160 270 .75 | 630| The company’s exit from the mer- rate plans). We think profits will advance
2023 | 1.35 170 285 .80 | 670| chant power business should be com- to $6 70 a share in 2023. Management’s
ca. | QUARTERLY DNIDENDS PAID=w{ | Fyy | Pleted by mid-2022. Entergy has closed guidance for next year is $6.55-$6.85.
endar |Mar31 Jun30 Sepd0 Decdi| Year | @nd sold its nonmregulated nuclear units This untimely stock has a dividend
2018 | 89 39 39 of 355 Over the past few years. Its last nonutiity yield that is slightly above the utility
2019 | o o1 ‘91 %3 366 nuclear plant, Palisades in Michigan, will average. Total return prospects are sub-
2000 | 93 93 93 9% 374 | be shut down 1n May. The sale of the plant par for the next 18 months and don’t stand
2021 | 95 95 95 101 186 | is expected to close in midyear. (The point out for the 3- to 5-year period.
2022 |1.01 of these deals is that the buyer gets the Paul E. Debbas, CFA March 11, 2022

éA) Diluted EPS Exel nonrec. losses '12,
126 13, $1.14, 14, 56¢, '15, $6.99, '16,
$10 14, '17, $2.91, '18, $1 25; '21, §1 33 Next
sarnings report due early May. (B) Dw'ds his-
© 2022 Value Line Inc All nghls reserved Factual

torically paid in early Mar, June, Sept, & Dec
= Div'd reinvestment plan avail 1 Shareholder | (blended) 9.95%, earned on avg. com eq,
tnvestment plan avail. {C) Incl. deferred | 21" 12 1% Regulatory Climate Average

charges In'21. $35.95/sh {D) In mill. (E) Rate
material 1s oblaned from sources believed to be rehable and 15 provided wilhout warranties of any kind
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication (s striclly for subscnber's own, non-commercial, internal use, No pant
of t may be reproduced, resold, stored or transmitled in any printed, electronic or other form, or used for generaling o matketing any panted or sfectronic publication, semvice or product

base: Net originat

cost.
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Exhibit DWD-3

ANNUAL RATES Past

Past Est'd "19-'21

of change {persh) 10 Yrs, §Yrs.  10'25-27
Revenues .- .- 25%
“Cash Flow”" 50%
Earnings 75%
Dwvidends -- 70%
Book Value -- .- 35%

Cal- QUARTERLY REVENUES ($ mill) Full
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2019 | 1217 1222 1578 1131 |5147.8
2020 | 1117 1185 1517 1094 | 49134
2021 | 1612 1236 1617 1122 | 5586.7
2022 | 1250 1250 1650 1150 | 5300
2023 | 1300 1300 1700 1150 | 5450

Cal EARNINGS PER SHARE A Eull
endar |Mar.31 Jun.30 Sep.0 Dec.31| Year
2019 .39 57 156 .28 2.79
2020 31 59  1.60 22 2.72
2021 84 81 185 23 383
2022 55 .85 1.85 30 | 355
2023 .60 90 200 30 | 380
Cal QUARTERLY DIVIDENDS PAID 8w Full
endar | Mar.31 Jun.30 Sep.30 Dec.3i| Year
2018 | .40 40 46 475 1.74
2019 | 475 475 475 505 1.93
2020 | 505 505 505 535 205
2021 535 535 535 5725 218
2022 | 5725

filed general rate cases. The company’s
Missouri Metro utility requested an in-
crease of $43.9 million (5.2%), based on a
return on equity of 10% and a common-
equity ratio of 51.2%. Its Missouri West
utility filed for a hike of $27.7 million
(3.8%), based on a 10% ROE and a 51.8%
common-equity ratio. These are the first
rate cases Evergy has filed since the com-
pany was formed through a merger in
June of 2018. Capital additions and up-
dated depreciation rates are driving the
petitions, partly offset by reductions in op-
erating and maintenance expenses. New
tariffs are expected to take effect on De-
cember 6th, 11 months after the filing
date. This will be too late to have a sig-
nificant effect on earnings in 2022. Note
that the company plans to file rate ap-
plications in Kansas in 2023.

The earnings decline that is probable
for 2022 should not be troubling for
investors. Last year, a cold spell in the
Gulf Coast region in February was a boon
for Evergy’s energy-marketing subsidiary.
This boosted pretax income by $86.6 mil-
lion in the first quarter. We expect no re-

Page 8 of 15
RECENT 62 41 PIE 179 Trailing: 16.3 } | RELATIVE 1 00 DIVD 3 80/
\ « NYSE-EVRG PRICE . RATIO o+ \Median:NMF /| PERATIO | 4 YLD {Q/0
High: | 611| 67.8] 766 634| 689 i
TIMELINESS 5 Lovered 1231121 } ] Hign: [ o1 17678 766 6941 689 Terget Price Range
SAFETY 2 Newd/ids LEGENDS
2 o nonsﬂzlggve Price Strength 128
TECHNICAL Lowered 3111722 O e o mdicales %
BETA .95 (1.00 = Market) 80
18-Month Target Price Range PRI ]i“ul AR S B B e I 64
Low-High  Midpoint {% to Mid) 1 I 38
$50-$73 $62 (0%) 32
2025-27 PROJECTIONS 24
Ann'l Total
Price  Gain Return 16
% 6 %
o _ ?o +10% % % TOT. RETURN 2/22
Institutional Decisions THIS  VLARITH*
202021 302021 402021 STOCK INDEX
1o Buy 291 ae2 308 | ocent 3¢ — Ty 284 151 [
to Sell 220 240 237 | traded 12 AL AR TN 3y, 297 611 [
HiEs{o00) 198532 204443 206094 LG N CERCEHCHL LSRG FERTRITR Sy — 842
Evergy, Inc. was formed through the merger | 2012 {2013 [ 2014 | 2015 [ 2016 |2017 |2018 |2019 | 2020 {2021 | 2022 {2023 | ©VALUE LINE PUB, LLC[25-27
of Great Plains Energy and Westar Energy .- - - - .. <. | 1675 | 2271 2166 2436 | 23.05] 23.70 |Revenues per sh 26.50
in June of 2018. Great Plains Energy 489 | 7181 706{ 818| 805! 845 |"CashFlow” persh 10.00
holders received .5381 of a share of Evergy 250 | 2791 272 383| 355 3.80 |Earningspersh A 475
for each of their shares, and Westar Energy 174 | 193 | 205| 218 233| 248|Div'dDecld persh Bn 3.05
holders received one share of Evergy for 410 | 534 | 6.88| 860| 8.60| 9.20|CapiSpendingpersh 950
each of their shares. The merger was com- 3908 | 3782 | 3850 | 40.32| 41.45| 4275 [Book Value persh © 47.75
pleted on June 4, 2018. Shares of Evergy 26533 (22664 | 226.84 | 220.30 | 230.00 | 230.00 [Common Shs Oulst'g © | 230.00
began trading on the New Yotk Stock Ex- 227 | 218 217 16.2 | Bold fighres are |Avg Ann'IPIE Ratio 175
change one day later. 123 1) 111} 87 Va’:{é Line | Relative PIE Ratio .95
CAPITAL STRUCTURE as of 12/31/21 31% | 32% | 35% | 85% | ™" |Avg Ann'l Divid Yield 3.7%
Total Debt $11166 mill. Due in 5 Yrs $4100.3 mill. 42759 | 5147.8 | 49134 | 55867 | 5300 | 5450 |Revenues ($mill) 6100
;Tﬁggéggzilfﬁnf;‘:'ce le“al(';;‘e'“‘ $332.8 mill 538 | 6699 | 6183 8797 | 35| 895 |Net Profit {3mi) 1130
@ a0 3 M 98% | 12.6% | 14.1% | 11.7% | 10.0% | 10.0% |Income Tax Rate 10.0%
(LT interest earned 3.8x} .
25% ) 25% | 55% | 50% | 50%| 6.0% [AFUDC % to Net Profit 5.0%
Leases, Uncapitalized Annual rentals $18 8 mill 40.0% | 506% | 51.3% | 50.1% | §1.5% | 51.5% |Long-Term Debt Ratio 53.0%
. 60.0% | 494% | 48.7% | 499% | 48.5% | 48.5% |Common Equity Ratio 47.0%
Pension Assets-12/21 $1714.7 (’)“l')"h $2561.7 mil 16716 | 17037 | 17924 | 18542 | 19675 | 20200 |Total Capital {$mil) 23400
Pid Stock None gRessLimi 18952 | 19346 | 20106 | 21160 | 22100 | 23150 |Net Plant ($mill 26300
40% | 48% | 45% | 57% | 5.0%( 55% |ReturnonTotal Cap'l 6.0%
Common Stock 228,311,689 shs 653% | 78% | 7% | 95% | 85% | 8.0% |Returnon Shr. Equity 10.0%
as of 2/18/22 o 53% | 7.8% | 71% | 95% | 85% | 8.0% |Returnon Com Equity | 10.0%
MARKET CAP: $14 billion (Large Cap) % | 24% | 18% | 4.1% | 3.0% | 8.0% |Retained toCom Eq 4.0%
ELECTRIC OPERATING STATISTICS ) 89% | 69% 75% | 57% 64% 64% | All Div'ds to Net Prof 62%
0
9 Change Relal Safes (KWH) 2012 22329 +032 1 BUSINESS: Evergy, Inc was formed through the merger of Great  13%, other, 12% Generaling sources' coal, 54%, nuclear, 17%;
Avg. Indus! Use {MWH) N NA NA | Plans Energy and Westar Energy in June of 2018. Through Its sub-  purchased, 29% Fuel costs 28% of revenues, ‘21 reported deprec
éVQ indust Revs &WKWH(Q 7,\%? 7,\}/‘}‘ 6,\5"/‘_1\ sidiaries (now doing business under the Evergy name), provides rate: 3% Has 4,900 employees Chairman: Mark A Ruelle Presi-
ng,fcl“oyagl gﬂn&erﬁ " NA  NA  NA | electric sevice to 1 6 million customers in Kansas and Missouri - dent & CEO. David A. Campbell COO. Kevin E. Bryant Inc.” Mis-
Annual Load Factor (% NA NA NA | cluding the greater Kansas City area Electnic revenue breakdown  soun Address 1200 Main Street, Kansas City, Missouri 64105
%ChangeCuslomexs)ybend) NA NA NA | residential, 34%, commercial, 30%, industnal, 11%, wholesale, Tel' 816-556-2200 Internet. www.evergy com
Fired Charge Cov (%) 305 286 350 | Evergy’s utilities in Missouri have peat of these auspicious conditions this

year A return to normal weather patterns
would also be negative for the year-to-year
comparison, as favorable weather boosted
share net by $008 in 2021. Still, there
should be some positive factors, including
increased income from the company’s
transmission system We are sticking with
our 2022 earnings estimate of $3.55 a
share, which is within Evergy’s targeted
range of $3.43-$3.63.

We expect earnings to improve in
2023. Rate relief in Missouri should be a
key factor. Modest growth in kilowatt-hour
sales should help, as well. Our estimate of
$3.80 a share would produce an increase of
7%. This 1s within Evergy’s annual goal of
6%-8%.

This untimely stock has a dividend
yield that is about average for a utili-
ty. Total return potential is subpar for the
next 18 months and somewhat below aver-
age for the 3- to 5-year period. A standstill
agreement with two investors expires after
the 2022 annual meeting (normally held in
the first week of May), so there is some
speculative appeal.

Paul E. Debbas, CFA March 11, 2022

(A) Diluted eamings, 19 EPS don't sum to full- | Dividend renvestment plan available (C) Incl. | in Missoun in *18: none specified; m Kansas in
year total due to rounding Next earnings report | intangibles. In '21 $4327.7 mill, $18 87/sh. | ’18, 9 3% Earned on average common equity,
due early May (B) Dwidends paid i mid- { (D) In milions (E) Rate base Original cost |'21 9 8%, Regulatory Climate: Average.

March, June, September, and December = | depreciated. Rate allowed on common equity

© 2022 Value Line, Inc All mghts reserved Factual matenal ts oblaned irom sources believed fo be reflable and is provided withoul warranties of any kind
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Page 9 of 15
RECENT 89 49 PIE 22 8 Trailing: 26.0 ) |RELATIVE 1 29 DIVD zg(y
NYSE-Es |PRICE ' RATIO O \Median: 19.0/ PIERATIO |« YLD v /0
High:| 365| 409| 457] s67| 568| 604| 661 | 705 @866| 994| 927| 909 i
TmELess 3 raoviez | OV) 081 $32] 21 35| B8] N5| 81| Be 85| 67| B8] 0 Target Price Range
SAFETY 1 Rasessozis | LEGENDS
—_— DaoxDlwdendsF h
TECHNICAL 2 Lowered 211122 dmided by Interest Rate 200
. Relative Prce Sirength 160
BETA 80 (1.00 = Market} Options Yes
- haded area indicaies recession T O
18-Month Target Price Range See 100
. s . LA T D an
Low-High  Midpoint (% to Mid) \u_\“,m ,r.
$72-5121  $97 (10%) o TLLLL TP AN ki %
; FEOTRL T
7025-27 PROJECTIONS T e 40
.~ Ann'l Total ettt 30
Price  Gain  Return 7 "] N
{hgh 1gg (+(1§‘y/°; 50/" o T T S "
ow -5%, % =
% TOT.
Institutional Decisions : TT‘,}ETUT:R/,Z,ﬁ,
102 20202 300 | porcent 30 stock INDEX |
ew o glmE G e —— A
toSe 3 traded 10 : t ot : - -
Hidsfioe) 266387 266114 272356 | o LT TR TR L TRRSRIEE AR NEREEEE ST LT Sy 874 755
2006 | 2007 | 2008 2009 {2010 | 2011 [ 2012 [2013 [2014 [2015 [2016 |2017 [2018 [2019 [2020 | 2021 | 2022 [2023 | ©VALUE LINE PUB. LLC|25-27
44,64 | 3727 3722 3097( 27761 2521| 1998 2316 | 2442 2508 | 2411 | 2446 | 2666 | 2585 | 25961 2845 | 28.60| 29.50 |Revenues persh 32.25
3.69 482 616 496 5.68 4,88 4.03 522 4.56 494 546 584 664 6.65 6.89 6.80 7.55 7.85 | “Cash Flow" per sh 9.25
82 1.59 186 191 210 2.22 1.89 249 2,58 2.7 2.96 311 325 345 355 3.45 4051 4.25 |Earmings persh A 5.00
73 78 .83 .85 1.03 1,10 132 147 157 167 1.78 190 202 | 2.14 2.27 2.41 256 ] 272 |Divid Decl'd persh B w 320
5.49 714 806 517 5.41 6.08 4.69 462 5.06 544 6.24 741 7.96 8.83 858 10.25| 1020 10.10 |Cap'l Spending per sh 8.50
1814 | 1865| 1938 2037 | 21.60 | 2265 2941 | 3049 | 3147 | 32,64 | 33.80 { 34.89 | 3625 | 3829 | 41.01] 4220| 44.05| 46.00 |Book Value per sh ¢ 52.25
15423 156.22 | 155.83 17562 | 176.45 | 177.16 | 314.05 | 31527 | 316.98 | 317.19 | 316.89 | 316.89 | 316,89 | 329.88 | 342.95 | 344.30 | 347.00 | 357.00 | Common Shs Oulst'g D | 360,00
271 18.7 137 120 13.4 154 19.9 169 179 181 18.7 195 187 221 243 | 24.8 1 Bold figyres are | Avg Ann'l PIE Ratio 19.5
1.46 99 82 .80 85 87 127 95 94 91 98 98 1.01 118 125 1.35 Value|Line Relative P/E Ratio 1.10
33% | 26% | 32% 42% | 36% | 32% | 35% | 35% | 34% | 33% | 32% | 31% | 33% | 28% | 26% | 28% | UM |Avg Annl Divd Yietd 3.3%
CAPITAL STRUCTURE as of 9/30/21 62738 | 7301.2 | 77419 | 79548 | 7639.1 | 77520 | 8448.2 | 85265 | 8904.4 | 9800 | 10000 | 10350 |Revenues ($mill) 11650
Total Debt $19427 mill Duein 5 Yrs $7090 6 mill | 5330 | 7937 | 8271 | 8860 | 949.8 | 9955 | 10405 | 1121.0 | 12127 | 1195 | 1405 | 1485 |Net Profit ($mil) 1800
LT Debt §17674 il ;I)'“‘e’es‘ $619 8 mil 34 0% | 350% | 362% | 37 9% | 369% | 36.8% | 217% | 107% | 222% | 24.5% | 20.0% | 20.0% |Income Tax Rate 20.0%
(LT inte Unoapitalized Annual rentals $11 4 il |_28% | 14% | 24% | 29% | 8% | 7% | 61% | 63% | 54%| 50%| 50%| 40% AFUDCY%toNetProfit | 40%
Pension Assets-12/20 $5409 2 mil B3 7% |44 3% | 459% | 45 6% | 448% | 512% | 524% | 520% | 524% | 55.0% | 55.5% | 55.5% |Long-Term Debt Ratic | 57.0%
Oblig $7045 3wl | 554% | 54.8% | 53.2% | 536% | 544% | 48.2% | 469% | 466% | 471% | 44.5% | 44.0% | 44.0% {Common Equity Ratio 42.5%
Pfd Stock $155 6 mil. Pfd Div'd $7 6 mill 16675 | 17544 | 18738 | 19313 | 19697 | 23018 | 24474 | 27007 | 29842 | 32700 | 34675 | 36825 |Total Capital ($mill) 44000
Inc! 2,324,000 shs §1.90-$3.28 rates (850 par) not | 1gg05 | 17576 | 18647 | 19892 | 21351 | 23617 | 25610 | 27585 | 30883 | 33400 | 35875 | 38300 |Net Plant (Smill 43900
subject to mandatory redemption, call. at $50.50- ;
$54 00, 430,000 shs 4.25%4 78% nol subjectto | #2% | 5% | 53% | 65% | 68% | 52% | 52% | 61% | 50% | 50%| 60% | 60% [Retumon TotalCapl | 5.0%
mandatory redemption. call. al $102 80-$103.63, 57% | 81% | 82% | 84% | 87% | 89% | 89% | 88% | 85% | 85% | 2.0%| 9.0% {Returnon Shr. Equity 9.5%
Common Stock 343,805,812 shs, as of 10/31/21 57% | 82% | 82% | 85% | 88% | 89% | 9.0% ) B8% | 86% ] 85% | 9.0%| 9.0% ReturnonComEquityE | 8.5%
MARKET CAP" $31 bilhon (Large Cap) T6% | 34% | 35% | 34% | 35% | 35% | 34% | 36% | 33% | 256% | 3.5% | 3.5% |Retainedto Com Eq 3.5%
ELECTRIC OPERATING STATISTICS 7% | 5%% | 58% | 61% ( 60% | 61% | 62% | 60% 62% | 70% | 64% | 64% |All Div'ds to Net Prof 64%
% Change Retai Sales (KWH) 2&13 0313 2022(7] BUSINESS: Eversource Energy (formerly Northeast Utilities) 1s the  Acq'd NSTAR 4/12, Aquarion 12/17; Columbia Gas 10/20. Electnc
Avg Indust Use (MWH A NA NA | parent of ulilittes with 32 mill electnc, 881,000 gas, 216,000 water rev breakdown residential, 56%, commercial, 33%, industral, 5%,
Avg. Indust. Revs per KWH {¢) NA NA NA | customers Supplies power to most of Connecticut and gas to part  other, 6% Fuel costs: 34% of revs 20 reported deprec rate' 3 0%
gapﬁfyalwak('w) Nﬁ Nﬁ Nﬁ of Connecticut, supplies power to 3/4 of New Hampshire's popula-  Has 9.300 employees Chairman' James J Judge President &
Aﬁf\uaméd#g‘cek{)r([v\z NA  NA  Na | tion, supplies power to western Massachusetis and parls of eastern  CEQ: Joe Nolan. Inc MA Address 300 Cadwell Drive, Sprngfield,
% Change Customers [yt end) +5 +7 +.8 | MA & gas to central & eastern MA, supplies water to CT, MA, & NH  MA 01104 Tei* 413-785-5871. Internet www.eversource.com
Fixed Charge Cov () 219 319 a5 | Eversource Energy will likely post a The board of trustees will probably
ANNUAL RATES Past Pasl Estd 1820 significant earnings increase in 2022. increase the dividend soon. This is the
ofchange (persh)  10Yrs,  Vrs, to'2s'27 | Lhe comparison is easy In 2021, the com- usual timing of the board’s announcement.
Revenues 20% 15% 30% | pany took a charge of $0.07 a share in the We estimate an increase of $0.15 a share
‘éCash Flow" %(5):? gg‘;//o gg‘:/o first quarter for a service-related penalty (62%) annually. Eversource’s target for
D?Uindlcr;r?gs a5% 689 60% | Connecticut (stemming from an outage yearly dividend growth 1s 5%-7%, the same
Book Value 65% 40% 45% | in August of 2020) and a charge of $0.17 a as for profit growth.
Cal QUARTERLY REVENUES (5 mil] Ful share in the third period to reflect bill Eversource has several significant
ensa'r Mar31 Jun30 Sep30 Dec 31 Y:ar credits and assistance In addition, costs projects in various stages of develop-
2010 | 2415 1884 2175 2050 | 85265 associated with the acquisition of a gas ment. Most notably, the company is plan-
2020 | 2373 1953 2343 2233 |89gd 4| utility lowered the bottom line by $005 a nmg to add 1,758 megawatts of offshore
2001 | 2826 2122 o461 2391 |ogoe | share in the first nine months of 2021. wind through a jomnt venture with Orsted,
2020 | 2850 2200 2550 2400 ioooo | Besides the absence of these costs, Ever- a European company, by 2025. This 15 ex-
2023 | 2950 2250 2650 2500 |10350 | source should continue to benefit from in- pected to enhance 1ts annual earmings
cal EARNINGS PER SHARE A Full vestments 1n 1ts electric transmission sys- growth rate, but also entails construction
endar |Mar31 Jun30 Sep30 Dec.dt| vear | tem The utility will have a full year’s risk The company also wants to add ad-
5019 o 7 P 7% | 345 benefit from a gas rate hike in Massachu- vanced meters m Connecticut at an ex-
2020 | 101 7% 101 78 | 355 | setts that took effect on November 1, 2021 pected cost of $475 million and in Massa-
2091 | 106 77 8 .80 | 345| and a partial year of an increase taking ef- chusetts at an expected cost of $575 mil-
2022 | 117 87 108 .93 | 4.05| fect on November 1, 2022 All told, we fig- lion. NSTAR Gas and Yankee Gas are
2023 | 125 90 113 .97 | 425| ure profits will exceed $4.00 a share. replacing old gas mains. All of this will re-
| QUARTERLY DIVIDENDS PAID B We look for further growth in 2023. sultin debt and equity financing.
eﬁg‘Lr Mar31 Jun.30 Sep30 Dec3! 5:;‘, Ongoing transmission investment should This high-quality stock’s dividend
2018 | 505 505 505 505 | 202 be a factor, although we note that there is yield is below the mean for the elec-
5019 | 535 535 53 535 | 014 | some lingering uncertainty about trans- {ric utility industry. Total return poten-
2020 .5675 ‘5675 5675 ‘5675 2‘27 mission rates. Our estimate would produce tial does not stand out for the next 18
2021 | 6025 6025 6025 6025| 241] an increase of 5%, within Eversource’s an- months or the 3- to 5-year period
2022 nual goal of 5%-7%. Paul E. Debbas, CFA February 11, 2022

(A} Diluted EPS Excl
(losses)

nonvecurrng  gain | renvestment plan avail
08, (18¢), '10, 9¢, *19, (64¢) Next | charges In'20 $9939.3 mill, $28 98/sh (D) In | 9 3%, earned on avg. com eq., 20: 90%
earnings report due late Feb (B) Div'ds histor- | mill. (E} Rate allowed on com. eq

cally paid late Mar , June, Sept, & Dec m Div'd | {elec.) 18, 10.0%, {gas) 20, 9.7%-8 9%, in CT | Average, MA, Above Average.
© 2022 Value Line Inc All nghls reserved Factual material 1s oblained from sources believed to be reliable and is provided wilhout warranties of any kind,
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN This publication is strictly for subscnber's own, non-commercial, internal use No part
of it may be reproduced, resoid, stored or fransmitted 1n any printed, electronic or olher form, or used for generating or marketing any pnnted or electronic publicalion, service or produci

{C) Incl deferred
in MA | Regulatory Climate CT,

(elec.) '18, 8 25%, (gas) '18, 8.3%; n NH 21,

Company’s Financlal Strength A
Stock's Price Stability 85
Below Average' NH, | Price Growth Persistence 65
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Exhibit DWD-3

ANNUAL RATES  Past

Past Est'd '18-'20

one for IDACORP, and we look for
further growth in 2022. We think earn-
ings in 2021 reached the upper end of the
company’s targeted range of $4.80-$4.90 a
share This would provide a 4% profit in-
crease over the 2020 tally, which also was

a solid year. The company’s utility subsidi-
ary, Idaho Power, is benefiting from strong
customer growth. This metric was 2 9% for
the 12-month period that ended on Sep-
tember 30th. The utihity is also seeing the
addition of large customers i 1ts service
area. A cobalt mine is expected to begin

operations 1 mid-2022, Shell 1s adding a
renewable natural gas facility, and a data

center that is expected to use more than
20 megawatts 1s on the drawing board. In
addition, management 1s controlling opera-
ting and maintenance expenses effectively
O&M costs in 2021 probably approximated

the 2020 level, even in the face of infla-
tionary pressures All told, we think the

of change (per sh) ~ 10Yrs. 5Yrs. to '24-'26
Revenues 25% 15% 3.5%
“Cash Flow" 50% 4.5% 35%
Earnings 6.0% 40% 40%
Dwvidends 8.0% 80% 65%
Book Value 5.0% 4.5% 4.0%

Cal- QUARTERLY REVENUES($ mill) Eull
endar |Mar31 Jun30 Sep.30 Dec.3i| Year
2018 |310.1 3400 4088 3119 (13708
2019 [350.3 3169 3863 2029 (13464
2020 (2910 3188 4253 3156 |1350.7
2021 (3161 360.7 4469 3369 (1460
2022 | 330 355 465 350 1500
Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun.30 Sep.30 Dec.3i| vear
2018 72123 202 52 4.49
2019 84 105 178 893 | 4.81
2020 T4 149 202 74 4.69
2021 89 138 193 J0 | 4.90
2022 95 125 210 80 | 510

Cal- | QUARTERLY DIVIDENDSPAIDB=t | Ful
endar |Mar31 Jun30 Sep.30 Dec.3f| Year
2018 | 59 59 59 83 240
2019 63 63 63 67 256
2020 | 67 67 87 7 2,72
2021 71 7 Nl 75 288
2022

bottom line will advance another 4%, to
$5.10 a share, in 2022. IDACORP will like-
ly provide earnings guidance for this year
when the company reports its financial re-
sults in mid-February

' Page 10 of 15
RECENT 112 66 PIE 23 3 Trailing: 228} {RELATIVE 1 22 DIvVD 2 70/
y » NYSE-ipa PRICE 00 [RT0 £, \Median: 170)|PERATIO | . L4[YD  &if /0
eSS 4 e | P] S8 BT1 11 AT Jo1] B3] 8l w0 el 3] ae| 28 Targe Pce Range
SAFETY 1 pases 122t LGNS 2025 12026
TECHNICAL 3 Raed 177122 uided by Ineres! Rate 200
. Ve i Ten
BETA .80 {1 00=Market Oplions: Yes o - 160
- haded area indicates recession I P A
18-Month Target Price Range SN ELLT. I <UL 100
) N . ket it IR 80
Low-High Midpoint (% to Mid) I T i q
$92-140  $116 (5%) ——t 6o
TISIRAE]
2024-26 PROJECTIONS e 40
p aal Ana‘ltTotal o 1"']‘“1” ....... 30
vice ain eturn T wRIFea e
RN .
oW -10% i o r~
institutionalDecisions it ATOT'QETUR‘”_:Z{T?.
Q021 20202t 302021 | pgrcont 15 STOCK  INDEX |
\ 4 N RN n AR L 1yr 214 254
bal 18 lee  jae|Shares O mmmIIT T b H 1T PO PR ST AL 3y 314 sa2
HIfs(00) 39645 49928 39867 T e e e Syr 600 885
2005 [ 2006 | 2007 2008 ;2009 | 2010 [ 2011 [2012 (2013 {2014 [2015 (2016 2017 |2018 | 2019 | 2020 | 2021 | 2022 | ©VALUELINEPUB, LLC[24-26
2015 | 21.23| 1951 2047} 2192) 2087 | 2055} 21.55| 2481 2551 | 2523 25.04 | 26.76 | 2719 | 2670 | 2677 | 28.95| 29.75 jRevenues persh 32.75
387) 458| 411 427 507 535| 584| 593| 629} 658 | 670 68 | 750 78 | 807| 819! 850| 8.80("CashFlow" persh 10.00
175 235| 186 28| 264] 295| 336( 337 364 | 385| 387 | 394 | 421 449 | 461| 489| 4.90| 510 |Earnings persh A 575
120 120| 120 1.20| 120 120 120 137] 157 | 76| 192| 208 | 224 240| 256| 272| @288 3.05|Dv'dDecldpersh Bui| 370
453 56| 639 59| 526] 685] 676] 478| 468| 545 | 584 | 583 566 551 553 616[ 7.25] 7.70 [Cap’l Spending per sh 10.00
2404 | 2577| 2679 2776 2947 3101{ 3319| 3507 | 3684 | 3885 | 40.88 | 42.74 | 44.65 | 47.01 | 4888 | 5073 | 52.80| 54.85 |Book Value persh © 61.25
4266 | 4363 4506 4692 4790 4941] 49.95( 5016 | 50.23 | 50.27 | 5034 | 5040 | 5042 | 5042 | 5042 [ 50.46 | 50.45) 50.45 |Common Shs Outstg © | 50.45
167 151 18.2 13.8 10.2 i1.8 1.5 124 134 147 16.2 191 20.6 205 223 18.9 20.6 Avg Ann'I P/E Ratio 19.0
.89 82 97 .84 .68 75 g2 79 75 77 .82 1.00 1.04 1.1 119 1.02 1.10 Relative P/E Ratio 1.05
41% | 34% | 35% 40% | 45% | 34% | 31% | 33% ] 32% | 31% | 31% | 28% | 26% | 26% | 25%{ 29% | 29% Avg Ann'l Div'd Yietd 34%
CAPITAL STRUCTURE as of 9/30/21 1026 8 { 10807 | 12462 | 12825 | 1270.3 | 12620 | 1349.5 | 13708 | 13464 | 13507 | 1460 | 17500 |Revenues ($milt) 1650
Total Debt $2000 6 mill. Due in 5 Yrs $144 7 mll 16691 1689 1824 | 1935 | 19471 1983 | 2124 | 2268 | 2329 2374 250 | 255 |Net Profit ($mill) 290
'(-LTT‘?&Z‘VSS%"S;F?&Z‘“; QX)LT Interest §83 4 mil T 184% [ 280% | 80% | 190% | 155% | 186% | 71% | 95% | 108% | 10.5% | 10.5% |Income Tax Rate 105%
233% ) 203% | 123% | 136% | 163% | 163% | 139% | 162% | 162% | 173% | 17.0% | 17.0% {AFUDC %to Net Profit | 17.0%
Pension Assets-12/20 $871 6 mill 456% 1 455% | 466% | 453% ) 456% | 448% | 437% | 436% [ 413% | 439% | 44.5% | 44.5% (Long-Term Debt Ratio 49.0%
Obhig $1337 4 mill | 544% | 545% | 534% | 54.7% | 544% | 552% | 563% | 564% | 587% | 56 1% | 55.5% | 55.5% jCommon Equity Ratio 51.0%
30452 | 3225.4 | 3465.9 | 3567.6 | 3783.3 | 38985 | 3997.5 | 4205.1 | 4201.3 | 4560.4 | 4815 | 4990 |Total Capital ($mill) 6025
Pfd Stock None 3406.6 | 3536.0 | 3665.0 | 36335 | 8992.4 | 4172.0 | 42839 | 4395.7 | 45315 | 47095 | 4895 | 5095 |Net Plant ($mil) 6000
Common Stock 50.516.479 shs 68% | 65% | 64% | 66% | 62% | 6.1% | 63% | 64% | 65% | 61% [ 6.0% | 6.0% |ReturnonTotal Cap'l 6.0%
as of 10/22/21 o 101% | 96%  99% | 99% | 95% { 92% | 94% | 96% | 94% | 93% | 95% | 95% [Returnon Shr. Equity 9.5%
. 101% | 96% | 99% | 99% | 95% | 9.2% | 94% | 9.6% | 94% | 93% | 9.5% | 9.5% |Return onCom Equity | 9.5%
MARKET CAP: $5.7 billion (Large Cap) 6.5% | 57% | 56% | 54% | 4.8% [ 43% | 44% | 44% | 42% | 39% | 4.0% | 35% |Retainedto Com Eq 3.5%
ELECTRIC OPERATING STATISTICS 36% | 41% | 43% | 46% | 50% | 53% | 53% | 54% 56% | 58% | 59% | 60% |AliDiv'ds to Net Prof 64%
% Changs Rela Sales (KWH) ZT? 20,1% 2+0228 BUSINESS: IDACORP, In¢ 1s a holding company for Idaho Power  14%; irngation, 12%, other, 10% Generating sources' hydro, 39%;
Ay Ind%sl. Use(Mw}R A NA NA | Company, a regulated elsctric utity that serves 583,000 customers  coal, 21%; gas, 12%; purchased, 28% Fuel costs 32% of reve-
Avg. Indust Revs oer KWH [g) 584 532 538 | throughout a 24,000-square-mile area in southern ldaho and east- nues 20 reported depreciation rate 2 9% Has 1,900 employees
g:gﬁ_'m‘gﬁmm W 33%'3 32’\“6 33'}‘;/3 ern Oregon (population 12 million). Most of the company's reve-  Charman' Richard J Dahl President & CEO Lisa Grow Incor-
Amual Load Faclor e NA NA NA | nues are derved from the Idaho portion of its service area Reve- porated: Idaho. Address 1221 W, Idaho St Baise, Idaho 83702.
%ChangeCuslomerszyr-end] +283 425 427 | nue breakdown residential, 42%; commercial, 22%; industrial, Telephone’ 208-388-2200 Internet www idacorpinc com
Fixed Charge Cov (%} 200 307 313 | The year that just ended was a good The utility’s integrated resource plan

(IRP) is indicative of its accelerating
growth in demand. Filed in late 2021,
the IRP projects 2.6% annual growth in
retail kilowatt-hour sales over the next
five years The previous IRP, filed two
years earlier, projected 1.3% yearly
growth Idaho Power has put out a request
for proposals seeking 80 mw of dispatch-
able capacity by mid-2023 in order to meet
1ts expected peak demand. If the company
winds up building this capacity, the utility
might have to file a rate case. This has not
occurred since 2011 because Idaho Power
has been earning its allowed return on
equity.

This high-quality but untimely stock
has a lofty valuation for a utility. This
reflects the market’s view of IDACORP’s
consistency, financial health (Financial
Strength rating' A+), and solid dividend
growth prospects The dividend yield is
nearly a percentage pownt below the utility
average The equity does not stand out for
the next 18 months. The recent quotation
is well within our 3- to 5-year Target Price
Range, so total return potential is low

Paul E. Debbas, CFA Januvary 21, 2022

(A) Diluted EPS Exel nonrecuring gam (loss) | Feb
‘05 (24¢), '06, 17¢. 19 earnings don't sum due | ment plan available 1 Shareholder investment | on common equity in '12
to rounding Next eamings report due mid- | plan available. (C) Inct intangibles In ‘20 | earned on avg com. eq, '20° 9.5% Regulatory
Febeuary (B) Dividends historically paid in late [ $14956 mill, $26.31/sh
© 2022 Value Line Inc All nghts reserved Faclual malerial s oblamed from sources believed to be rehable and 1s provided withoul warranlies of any kind
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publcation Is stnictly for subscnber's own, non-commercial, infernal use No part
of il may be reproduced, resold, stored or transmifted In any printed, electronic or other form, or used for generating or marketing any pnnted or electronic publicahion, service or producl,

, May, Aug, and Nov = Dividend remnvest. | (E) Rate base' Net onginal cost Rate allowed

(D} In mullions. | Climate: Above Average.

Company’s Financial Strength A+
10% (imputed), | Stock’s Price Stabifity 100
Price Growth Persistence 70

Earnings Predictability
To subscribe call 1-800-VALUELINE
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RECENT PIE (Trailing: 15.4) RELATIVE 0 90 pvo 4 40/
N R NDQ-NWE PRICE 5709 RATIO 171 Median: 170\ PERATIO VWV | YD &.470
meuess 5w | 0] 0] B] BT 7] BA1 1] 9E[ 5 GE ae] 4] &2 Toget P Ronge
SAFETY 2 Resed7omss | LEGENDS
~—— 0.61 x Dvdends p sh
TECHNICAL 4 Rased 11422 dided by Interes! Rate 160
« Relalive Price Strength
BETA 95 (100 = Market) Options® Yes 120
- haded area indicates =T 100
18-Month Target Price Range L = L 80
Low-High  Midpoint (% to Mid) DT ETOITIOIT, L2 CAAA PY g i illll"llno ............ gg
$48-579  $64 (10%) A ' 50
T 2024-26 PRO—JE_‘CTATO_N'IST' e N I ol 30
Price  Gain nlgetu?na l],l.t’““""‘l/d/ ..... %
High 75 (+3g:§o; % QG 7, | s
oW 55 & % % TOT. RETURN 12/21 |
Institutional Decisions | | | (¢ | [ | 4 | [ e . THIS  VLARITH"
STOCK INDEX
ooy i e | e % T — oo ST R PO
o Sell 130 125 112 | traded = 10 I " | | S OV PR SY1 R Y PT] TV INTRRPO I | TR, OO l_il 3yr 80 842 1T
Hid's(000) 47776 47852 49375 0 LT ERTALY TR T T TN AOTT A e AR L0 L UL S SEATRUTSATERRRRCIREELSELEH IRIETTRrl Syr 214 885
2005 | 2006 | 2607 2008 | 2009 [ 2010 2011 [ 2012 [2013 [2014 [2015 [2016 [2017 {2018 | 2019 | 2020 | 2021 | 2022 | ©VALUE LINE PUB.LLC]24-26
3257 | 3149] 3079 3500 | 3172 3066| 30.80 | 2876 | 2980 | 2568 [ 2521 | 2601 | 2645 2381 | 2493 | 2370 2475| 22.50 |Revenues per sh 2425
400 862| 870 440| 482! 476| 542| 518| 545| 539} 592 | 674| 676) 696 | 7.07| 672 705| 655|"Cash Flow" persh 7.50
17V 131| 144 77| 202| 214| 2s53| 226| 246| 299| 290| 339| 834| 340| 353| 306| 365| 3.35 |Eamingspersh A 375
100 124 128 1.32| 134| 136 144| 148] t52| 160} 19| 200 210| 220| 230| 240| 248| 252 |DivdDecidpershBat|{ 265
706| 281| 300 347| 526| 630| 520| 589| 595| 576 589 | 506 560| 564| 626| B802| 879 9.70|CaplSpending persh 6.75
2060 | 2065| 2112 21.25| 2186 | 2264] 2368 | 2500 | 2660 | 3150 | 3322 | 34.68 | 3644 | 3860 | 4042 | 41.10| 42.95| 44.80 |Book Value persh © 48,00
3579 | 8507 | 3607 3503 9600| 36.23] 3628 | 37.02 | 38.75 | 46.91| 48.17 | 4833 | 40.87 | 5032 | 5045 | 5050 | 5450| 60.00 [Common Shs Oulsty © | 6200
I 260] 217 139] 15| 128 128| 157| 169| 162| 184| 172| 178 168] 198| 15| 167 Avg AnnTPTE Ratio 175
ot| 14| 115 84| 77| 8| 78| 100| 95| 8] 93| 0| 90| 9| 106] 100] .90 Relative P/E Ratio 95
34% | 36%| 41% 5A% | 57% | 49%| 45% | 42% | 37% | 33% | 36% | 34% | 35% | 3.9% | 33%| 40%| 41% Avg Ann'l Divd Yield 4.0%
CAPITAL STRUCTURE as of 9/30/21 11178 | 10703 | 11545 | 12049 | 1214.3 | 12572 13057 [ 1198.1 | 12579 | 11987 ] 1350| 1350 |Revenues ($mit) 1500
Total Debt $2519 5 mill Due in 5 Yrs $782 2 ml 926 | 837 | 940 1207 | 1384 | 1642 | 1627 | 1711 | 1793 | 1552| 195| 190 |Net Profit ($mill) 230
:;]Tclogg’;ﬁ?g‘]]fzng‘g'ée neléng?ereSt $67.8 mil 98% | 96% | 182% | .- | 187% | - | 76% | --| 16%| --| Ni| 5.0% [Income Tax Rate 12.0%
(LT mterest sarned 3 0x) 33% | 94% | 87% | 89% | 9.8% | 43% | 52% | 34% | 46% | 63% | 7.0% | 13.0% |AFUDC %o NetProfit | 4.0%
522% | 536% | 535% | 534% | 53.1% | 620% | 50.2% | 522% | 52.5% | 528% | 50.5% | 47.5% |Long-Term DebtRatic | 47.0%
Pension Assets-12/20 $688 5 mil 478% | 462% | 465% | 466% | 469% | 480% | 498% | 478% | 475% | 472% | 49.5% | 52.5% |Common Equity Ratio | 53.0%
Obhg $821 0 mil [777571 | 20307 | 22157 | 3168.0 | 3408.6 | 34939 | 36145 | 40646 | 42808 | 4409 1 | 4745 5145 |Total Capital (§mill) 5625
Ptd Stock None 20133 | 2435.6 | 26901 | 97580 | 40505 | 4214.9 | 4358.3 | 45213 | 47009 | 49529 | 5295 5615 |Net Plant ($mill) 6400
Common Stock 52,653,671 shs 70% | 55% | 55% | 48% | 52% | 59% | 56% | 52% | 52% | 45%| 5.0%| 4.5% |Return on Total Capl 5.0%
as of 10/22/21 108% | 90% | 91% | 82% | 86% | 9.8% | 90% | 88% | 8.8% | 7.5% | 8.0%| 7.0% |Returnon Shr, Equity 7.5%
10.8% | 90% | 91% | 82% | 86% | 98% | 9.0% | 88% | 88% | 7.5% | 8.0%| 7.0% |Returnon Com Equity €[ 7.5%
MARKET CAP: $3.0 billion (Mid Cap) 47% [ 32% | 35% | 38% | 3.0% | 41% | 34% | 32% | 31% | 1.7% | 25%| 1.5% |RetainedtoComEq 20%
ELECTRIC OPERATING STATISTICS 56% | 65% | 61% | 54% { 65% | 58% | 62% | 64% | 64% | 78% | 68%| 75% |AllDiv'ds to Net Prof 1%
2

BUSINESS: NorthWestern Corporation (doing business as North-
Western Energy) supplies electricity & gas in the Upper Midwest
and Northwest, serving 449,000 electric customers in Montana and
South Dakota and 294,000 gas customers in Montana (85% of
gross margin), South Dakota (14%), and Nebraska {1%) Electnc
revenue breakdown: residential, 39%; commercial, 47%, industrial,

4%; other, 10% Generating sources hydro, 33%, coal, 22%; wind,
7%; other, 3%, purchased, 35% Fuel costs 25% of revenues, ‘20
reporied deprec rate 28% Has 1,500 employees Chairman,
Dana J Dykhouse CEQ Robert C. Rowe President & COO. Bnan
B Bird Inc DE Address 3010 West 69th Street, Sioux Falls, SD
57108, Tel . 605-978-2300 Internet: www.northwesternenergy.com

0

+4 -4 4
Avg, Indust Use (MWH}% 34573 37808 33526
Avg Indust Revs, oer KWH {¢) NA NA
Capacsly al Peak (Mw) N, NA
Peak Load, Winter {Mw) 2178 2237 NA
Annual Load Factor (%) N, NA
% Change Customers (y-end) +12 #12 412
Fived Charge Cov (%) 275 284 237

ANNUAL RATES Past

Past Est'd '18-'20

NorthWestern’s share earnings will
probably decline in 2022. The main rea-
son 1s the equity issuances the company

for annual dividend growth in line with
annual profit growth of 3%-6%.
NorthWestern is planning to file an

ggt\}ingsépsersh) 10—;%% 5-g’(s)'% © 24/33 made 1m 2021 and expects to make in electric rate case in Montana. The util-
~Cash Flow” 40% 45%  15% | 2022. NorthWestern issued $200 mullion 1ty is underearning its allowed return on
E,a\,ﬁg'gﬁjs ggo//: ggoﬁ 52{;; last year, and has effected a forward sale equity Any rate rehef won’t come 1n time
Book Value 60% 55% 30% | for an additional $300 million that man- to hzlalp boos}: the company’s earning power
p agement expects to settle this year. This is until 2023, however

egggr Mg%ﬁTESkTg%EVgESE%(S gle“c')m 5:;', being done to finance the company’s capi- The company is adding generating ca-
3018 3415 2618 2799 3149 11981 tal budget and strengthen its balance pacity. A 60 megawatt gas-fired facility in
5019 13842 2707 2748 3282 |1257.9 sheet. The dilutive effect of the additional South Dakota 1s expected to begin com-
2020 3353 2604 2806 3134 {11987 | shares is expected to reduce share net by mercial operation soon at a cost of $80 mil-
2021 |4008 2982 3260 325 1350 | about $0.25 in 2022. In our October report, lion. NorthWestern also plans to add 175
2022 (390 300 325 335 (1350 | we had not anticipated an equity issuance mw of gas-fired generation in Montana by
can EARNINGS PER SHARE A Fal in 2022 Thus, we have reduced our share- late 2023 at a cost of $275 .million. the
endar |Mar31 Jun30 Sep30 Decd1] vear | D€t estimate from $3.75 to $3.35. Our re- that the utility has not obtained a certifi-
2016 | 1.8 P 56 106 | 340] vised estimate is within NorthWestern’s cate of need from the state commission be-
o019 | 144 49 4 118 | 353| preliminary guidance of $3.20-33.40. cause this would have delayed the start of
2020 | 100 43 58 106 | 306| The reduced earnings expectation construction and raised the cost of the
2021 | 124 72 68 101 | 25| will affect dividend growth in 2022. project

20922 1.15 50 60 110 | 3.35| NorthWestern’s target for the payout ratio The price of this untimely stock fell
Cal- | QUARTERLYDIVIDENDSPADEwt | Full is 60%-70% quever, the payout ratio slightly in 2021.‘We think thls is due to
endar |Mar31 Jun30 Sep30 Decdi| Year | Will be above this range this year, based the probable earnings decline in 2022 and
2018 55 55 55 55 | 200] OB the company’s gulglance. Manage.ment the deceler.atlon.of earnings growth. The
2019 575 575 575 575| 230 suggested that the disbursement will be dividend yield is about one percentage
2020 60 60 50 80 | o40| raised to $2 50-$2.54 a share annually. We point above the utility average. Total re-
2021 62 62 62 6 | 248/ estimate an 1increase to $2.52 a share turn potential to 2024-2026 1s respectable.
2022 (1.6%). NorthWestern’s long-term goal 1s Paul E. Debbas, CFA January 21, 2022
(A) Diluted EPS Excl. gain (loss) on disc ops " | early Feb (B) Dw'ds histoncally paid in late | allowed on com eg i MT in '18 {elec.) | Company’s Financial Strength B++
05 (6¢), '06, 1¢, nonrec. gans, 12, 39¢ net; | Mar,, June, Sept. & Dec = Div'd remnvest. plan | 9.65%; 1n '17 {gas) 9 55%, in SD in '15 none | Stock’s Price Stability 90
'15, 27¢; '18, 52¢; '19, 45¢. '18 '20 EPS don't | aval (C) Inc! def'd charges In ‘20' $20 93/sh. | spec., In NE n '07 10 4%, eamed on avg. | Price Growth Persistence 45

sum due to rounding. Next eamings reporl due | (D) In mill (E) Rate base' Net onig cost. Rate | com. eq, '20. 7 5%. Reg Climate Below Avg

© 2022 Valve Lne Inc All rights reserved Faclual matenal 1s obtained from sources believed to be reliable and is provided without warranties of any kind
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oW 40 (+5%) 6% e ; - R %TOT.RETURN 222 [
Institutional Decisions AN SR IRty ICR R 1 X THIS VL ARITH:
202021 302021 402021 | poroent 18 mmmamem e ke L e Te aesk . Moect |
ot a5y 125 SR |shares 12 perpbtemn i i e e R L
HIFs{o00) 125366 126167 128749 TR BT TR AL RS REAARR S EARRATAL Sy 238 842
2006 | 2007 | 2008 2009 | 2010 { 2011|2012 |[2013 {2014 |2015 |2016 [2017 |2018 |2019 | 2020 | 2021 | 2022 | 2023 | ©VALUE LINE PUB, LLC|25-27
2196( 2068) 2177 1479 18.04, 1996 1858 | 1445) 1230 11.00 | #1131 1132 | 1137 | 1115 | 10.61| 1826 | 74.00| 15.00 |Revenues persh 18.25
2.23 239 240 2.69 301 331 369 346 340 3R 3.31 334 374 402 403 4,44 4.70 4.95 | “Cash Flow" per sh 6.25
1.23 1.32 1.25 133 1.50 1.73 179 194 1.98 1.69 169 192 212 224 208 236 2.50 2,65 |Earnings persh A 3.25
67 68 70 7 73 .76 80 85 95 1.05 1.16 127 1.40 161 1.58 1.63 1.66 1,70 | Div'd Decl'd per shBm 1.85
267 3.04 4.01 4.37 4,36 648 585 498 286 274 331 413 2.87 318 325 389 475 | 475 |Cap'l Spending per sh 475
8.79 9.16| 1014 1052 11.73| 1306| 14.00| 1530 | 1627 | 1666 | 17.24 | 19.28 | 2006 | 2069 | 1815 | 2027 { 21.10| 2205 |Book Value per sh © 25.75
182,40 | 183.60 | 187.00 19400 | 19520 | 19620 | 197 60 | 198.50 | 19940 | 19970 | 199.70 | 199.70 | 199.70 [ 200 10 { 200.10 | 200.10 | 200.70 | 200.70 | Common Shs Outst'g © | 200.70
13.7 13.8 12.4 108 13.3 14.4 15.2 17.7 18.3 17.7 17.7 183 6.5 19.0 162 14 3 | Boid figlires are {Avg Ann'l P/E Ratio 14.0
74 73 75 72 .85 .90 97 99 96 B9 93 92 .89 1.01 83 .76 ValugLine Relative P/E Ratio .80
40%| 38%| 45% 5.0% | 37% | 31% | 29% | 25% | 26% | 35% | 39% | 36% | 40% | 35% | 47% | 48% | "™ |AvgAnn'l Dw'd Yield 4.0%
CAPITAL STRUCTURE as of 12/31/21 3671.2 | 2867.7 | 24531 | 21969 | 2269.2 | 22611 [ 22703 | 22316 | 21223 | 36537 | 2600{ 3000 |Revenues ($mifl) 3650
Total Debt $4983 3 mill Due In 5 Yrs $1486 S mill | 3550 | 3876 | 3958 | 3376 | 338.2 | 3843 | 4255 | 4496 | 41591 4725 | 500| 530 |Net Profit {$mil) 660
(LLTTDﬁb‘gs““‘eggr;‘eg"‘jl 4x)'-T Interest $158 7 mill. I35 0024 % | 304% | 20.0% | 30.5% | 325% | 145% | 74% | 132% | 115% | 120% | 12.0% |income Tax Rate 12.0%
nter ' 27% | 26% [ 17% | 37% | 64% | 15.0% | 83% | 16% | 16% | 22% | 20%| 20% |AFUDC%toNetProfit | 2.0%
Leases, Uncapitalized Annual rentals $5 7 il 507% | 431% | 45.0% | 443% | 411% | 417% | 420% | 436% | 490% | 526% | 47.5% | 58.0% |Long-Term Debt Ratio | 50.5%
493% | 569% | 54.1% | 55.7% { 58.9% | 583% { 680% | 564% | 510% | 47.4% | 52.5% | 47.0% {Common Equity Ratio 48,5%
Pension Assets-12/21 §486 0 mill. 56166 | 53372 | 59997 | 59716 | 5496 | 6600.7 | 69020 | 73347 | 71262 | 85527 | 8020 | 9360 (Total Capital (§milf 10375
P1d Stock None Oblig §502 9 mil | gaq g | 66728 | 69709 | 73204 | 7696.2 | 83399 | 8643.8 | 9044 6 | 9746 | 9832.9 | 10345 | 10830 |Net Plant (Smilf) 12075
T7% ¢ 86% | 78% | 69% | 70% | 70% ; 73% | 71% | 69% | 64% | 75%) 6.5% |ReturnonTotal Cap'l 7.5%
Common Stock 200,201,818 shs 12.8% | 128% | 122% | 102% | 9.8% | 100% | 106% | 109% | 115% | 146% | 12.0% | 12.0% |Retum on Shr, Equity | 13.0%
as of 1/31/22 12.8% | 128% | 122% | 102% | 98% | 100% | 106% | 109% | 115% | 11.6% | 712.0% | 12.0% |Return on Com Equity E| 73.0%
MARKET CAP: $7.5 billion {Large Cap) T2% | 73% | 65% | 40% | 33% | 35% | 88% | 36% | 28% | 36% | 40%| 4.5% |Retainedto ComEq 55%
ELECTRIC OPERATING STATISTICS 44% | 43% | 47% | 61% [ 67% | 64% | 64% | 67% 76% | 69% | 66% | 64% |AlDiv'ds to Net Prof 56%
% Change Relal Sales (CWH) 21‘()11? 20‘{28 2322% BUSINESS' OGE Energy Corp 1s a holding company for Oklaho-  other, 10% Generating sources gas, 25%; coal, 21%; wind, 6%,
Avg. Indust, Use (MWH) NA NA NA | ma Gas and Electric Company (OG&E), which supplies electricity to  purchased, 48% Fuel costs 58% of revenues. ‘21 reported depre-
Avg Indust Revs. oer KWH (¢} 469 440 768 | 879,000 customers in Oklahoma (84% of electric revenues) and  ciation rate {utifity) 2 6% Has 2,200 employees Chairman, Presi-
gal’ﬁ'y%%k(w’ 68’\1'/7\ 6 4’\:';; Nﬁ western Arkansas (8%), wholesale I1s (8%) Owns 3% of Energy dent and Chief Executive Officer: Sean Trauschke Incorporated
g Em?’(s/bw) NA N NA | Transfers imited partnership units Electric revenue breakdown — Oklahoma Address' 321 North Harvey, P O. Box 321, Okiahoma
%ChangeCuslomerseyr‘end) 10  +1.1 14 | residental, 44%, commercial, 25%, industnal, 11%, ollfield, 10%,  City, OK 73101-0321 Tel 405-553-3000 Intemet www oge com
o OGE Energy’s utility subsidiary filed pany plans to use the proceeds from the
T:ﬁ;ﬂazf_cs,\g/és Pt saiast S:S’d ,193_?; a general rate case ‘in Oklahoma. lea— unit sales to reinvest in OG&E The sale
ofchangefpersh)  10Yes.  5Yrs. tos'yy | boma Gas and Electric requested a hike of process will be gradual and might not be
Revenues -3.0% 0% 55% | $163.5 million, based on a 10.2% return on completed until 2023.
;‘an\?r?irr‘\ FSIOW" 2%‘;//0 Zg://c gg:ﬂ equity and a 53.4% cormamon-equity ratio. Our earnings estimates require an ex-
Dlvider?ds 80% &s% a0% | The utiity 1s seeking to place capital planation. We are including equty in-
Book Value 55% 35% 45% | spending from the past three years into come from OGE Energy’s stake in Energy
Car | QUARTERLY REVENUES (s mil] ol the rate base and asking the commission Transfer until the units are sold. Manage-
endar |Mar3! Jun30 Sep30 Dec.d1| Year | 10T @ performance-based ratemaking plan, ment is giving earnings guidance only for
2010|4900 5137 7554 4725 [22316 similar to what gas utilities have in the 1its OG&E subsidiary. The utihity earned
2020 | 4313 5035 7021 4854 |21223 | State. An order 1s expected in time for new $1.80 a share last year, and the company’s
2021 16306 5774 8644 5813 Isesa7 | teriffs to take effect in mid-2022. guidance for 2022 is $1.87-$1.97. The ser-
2022 | 600 650 900 650 |2800 | A rate matter is pending in Arkansas. vice area’s economy is healthy, and cus-
2023 | 650 700 950 700 13000 | OG&E reached a settlement calling for a tomer growth is accelerating. OG&E’s
ook EARNINGS PER SHARE A Full $4 2 million increase on April 1st under long-term earnings growth rate target is
endar |Mar31 Jun30 Sep30 Dec3i| vear | the state’s formula rate plan The utility 5%-7% annually Dividend hikes will lag
2019 54 0 125 26 | 204 also requested a five-year extension to this profit growth for a while because the pay-
2020 3 B 104 30 | 20s| plan, and expects a decision 1n April. out ratio is higher than OGE Energy
2021 o6 56 126 27 | 235| The company wants to sell its stake in wants Note that the steep revenue decline
2022 27 60 133 .30 | 250| Energy Transfer. OGE Energy owns 95 hkely this year 1s not a concern because a
2023 .30 65 1.40 30 | 265| million units (valued at $931 million) of surge in gas and power prices, passed
Ca- | QUARTERLY DIVIDENDS PAIDS m | 7y | the master limited partnership, which through to customers, caused a big jump
endar |Mard! Jun30 Sep30 Dec3t| Vear | cOmpleted the acquisition of Enable Mid- 1in the top line in the first quarter of 2021.
2018 | 3305 3325 3305 365 136 stream Partners in Decembex‘. OGE Ene.r~ This 'StOCk.IS. untune}y, but has an at-
2019 | 385 365 365 388 148 &Y booked an aftertax gain of $264 8 mll- tractive dividend yield. Total return
2020 | 3875 3875 3875 4025 | 157 lion ($1.32 a share) on the transaction, prospects are below the median for the 18-
2021 | 4025 4025 4025 41 162 | which we excluded from our earnings pres- month span and the 3- to 5-year period.
2022 | .41 entation as a nonrecurring item. The com- Paul E. Debbas, CFA March 11, 2022
(A) Diluted EPS Excl. nonrecuraing gamms Next earnings report due early May (B) Div'ds | spht (E) Rate base: Net onginal cost Rate al- | Company’s Financial Strength A
(losses): '15, (33¢), 17, $1.18;'19, (8¢); '20, | hustonically paid in fate Jan , Apr, July, & Oct ® | lowed on com. eq in OK n'18 95%, in AR in | Stock’s Price Stability 85
($2 95), ‘21, $1.32, gain on discont ops '06, | Div'd reinvestment plan avail (C) Incl deferred | *18' 9 5%; eamed on avg. com. eq., '21* Price Growth Persistence 25

20¢ '19 & '21 EPS don't sum due to rounding | charges In'21: $6.15/sh (D) In mill, adj for

© 2022 Value Line Inc Al nghts reserved Factual matenal 1s obtained from sources behieved lo be rehable and 1s provided wilhout warranties of any kind,
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This pubkcation 18 strictly for subscnber’s own, non-commercial, internat use No part
of It may be reproduced, resold, stored or transmitied 1n any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, seevice or product,
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RECENT PIE Trailing: 20.8 ) | RELATIVE DIVD 0
PORTLAND GENERAL NYSE-por  |PRICE 53.17 RATIO 18.9 (Median: 18.0) PIE RATIO Ougg YLD 3.4 /O
THELNESS 3wz | Nt | %] 280] [ Bl Bal ol EEl o1 Bl il @il Gl Target rice Fange
SAFETY 2 Rased 102221 | LEGENDS
3 T o by e e 128
TECHNICAL Rassed 1,7/22 e At %
BETA 90 (1.00 = Market} Oplions Yes 30
— haded area indicates recession .
18-Month Target Price Range T = 64
Low-High  Midpoint (% to Mid) B T O R O S 48
$33-860  $47 (-15%) AT T A LTI | 32
2024-26 PROJECTION’IS o L 24
1]
Price  Gain A"Re:ﬁ?ﬁa IR - 16
fligh 65 (+2o:/o; % J Ry St SN S R ‘ 1
ow i ?0 (-5./0- a v % TOT, RETURN 12/21
Institutional Decisions o e Js VAR
10202 20221 3 Porcont 21
bhw 188 187 182\ shaes 14 dicHimimnemr T T I mALL TP e B as F
HIEsio0) 82978 81434 82480 T ey I HHHT CTHTHTT TR, Syr 440 885
[2005F | 2006 | 2007 2008 | 2009 | 2010 | 2011 [2012 | 2013 [2014 |2015 {2016 {2017 (2018 [2019 | 2020 | 2021 [2022 | ©VALUE LINE PUB.LLC|24-26
2314 | 2432) 2787 27.89| 2399 | 2367 24.06| 2389 | 2318 2429 | 2138 2162 ; 2254 | 2230 | 2375 | 2396 26.75 27.30 |Revenues persh 29.75
4.75 464 5.21 471 4.07 482 4.96 515 493 6.08 537 5.78 6.16 6.65 6.97 6.80 7.50 7.85 | "Cash Flow" per sh 9.00
1,02 1.14 2.33 139 .31 166 1.95 187 177 218 204 216 229 2.37 2.39 1.72 275  2.90 |Earnings per sh A 325
.- 68 93 97 1.01 104 1.06 1.08 1.10 112 118 1.26 134 143 152 1,59 1,70 1.80 |Div'd Decl'd persh 8w t 2.10
4.08 59 7.28 6.12 9.25 5.97 3.98 | 4.01 8.40 | 12.87 6.73 6.57 577 6.67 678 8.76 8.05 7.45 | Cap'l Spending per sh 6.25
1915 ] 1958 | 2105 21641 2050 2114 2207 | 2287 | 2330 | 2443 | 25431 2635 2711 2807 | 2899 | 2918 30.20| 31.25|Book Value persh © 3475
62,50 | 62.50| 6253 6258 7521| 75.32) 75.36| 7556 | 7809 7823 | 8379 | 88957 8911 ] 8927 | 8939 B80.54 | 89.65| 89.80 |Common Shs Oulst'y O | 90.00
-- 234 11.9 16.3 144 12.0 124 140 16.9 15.3 17.7 19.1 20.0 184 22.3 266 175 Avg Ann’l P/E Ratio 175
1.26 63 .98 96 78 78 89 95 81 .89 1.00 1.01 99 1.19 1.36 95 Refative P/E Ratio 95
25%| 33% 43% | 54% | 52%| 44% | 41% | 37% | 33% | 33% | 31% | 29% | 33% 28% 1 35% | 3.5% Avg Ann'I Div'd Yield 3.7%
CAPITAL STRUCTURE as of 9/30/21 18130 | 1805.0 | 1810.0 | 19000 | 18980 | 19230 20090 19910 | 21230 | 21450 ) 2400 | 2450 |Revenues ($mill) 2675
Total Debt $3301.mlli Due 5 Yrs $153 ml 1470 1410 | 1370 | 175.0 | 1720 | 193.0 | 2040 | 2120 | 2140 | 1550 245 260 |Net Profit ($mill) 295
%F;%gﬁﬁﬂmce o7 Interest §128 mil 2B 3% | 314% | 232% | 260% | 20 7% | 206% | 250% | 74% | 11.2% |  -- | 11.0% | 11.0% |Income Tax Rate 1.0%
(LT torest eamed 2.4%) 54% | 7.1% | 146% | 337% | 198% | 166% | 88% | 80% | 7.0%| 155% | 8.0%| 7.0% |AFUDC %toNetProfit | 50%
Leases, Uncapitalized Annual rentals 8 mil 496% | 47 1% | 513% | 527% | 47 6% | 484% | 50 1% | 465% | 51.3% | 536% | 56.0% | 55.6% |Long-Term Debt Ratio | 54.5%
Pension Assets-12/20 $753 mdl 504% | 529% | 487% | 473% | 522% | 516% | 49.9% | 535% | 48.7% | 464% | 44.0% | 44.5% |Cominon Equity Ratio 45.5%
Oblig $1010 mill 1735980 [ 3264.0 | 3735.0 | 4037.0 | 4329.0 | 45440 | 4842.0 | 4684.0 | 5323.0 | 5628.0 | 6125 | 6320 Total Capitat ($mill 6850
Pfd Stock None 4285.0 | 4392.0 | 4880.0 | 5679.0 | 6012.0 | 6434.0 | 6741.0 | 6887.0 | 7161.0 | 7539.0 | 7835 | 8060 |Net Plant (§mil) 8300
Common Stock 89,408,613 shs. 62% | 5% | 51% | 58% | 54% | 56% | 55% | 68% | 51% | 40% | 50%| 650% |RetumonTotalCapl | 55%
as of 10/25/21 88% | 82% | 75% | 9.2% | 7.6% | 82% | 84% | 85% | 83% | 59% | 9.0%| 95% |Return on Shr, Equity 95%
88% | 82% | 75% | 92% | 7.6% | 82% | 84% | 85% | 83% | 59% | 9.0%| 85% [ReturnonComEquity | 9.5%
MARKET CAP: $4.8 billion (Mid Cap) 41% | 35% | 29% | 46% | 33% | 35% | 36% | 35% | 3.1% | 6% | 35%| 3.5% |RetainedtoComEq 3.5%
ELECTRIC OPERATING STATISTICS 54% [ 57% | 61% % 50% | 56% | 57% | 68% | 5%% 63% | 90% | 62% | 62% |All Divids to Net Prof 64%
9% Change Reta Sals (KWH} 20212 2+011§ 201_22 BUSINESS* Portland General Electric Company (PGE) provides  gas, 33%, coal, 13%, wind 9%, hydro, 5%; purchased, 40%. Fuel
Avg Indust Use (MW 16207 17827 18472 | electnicty to 914,000 customers in 51 cities in a 4,000-square-mile  costs 33% of revenues ‘20 reported depreciation rate, 3.5% Has
Avg Indus!, Revs, oer KWH {¢) 479 475 499 | area of Oregon, including Portland and Salem The company is in 2,900 full-time employees Chawman Jack E Davis President and
g:gﬁcﬂzyaglgmm%w) gg?g 37’2‘3@ 37’% the process of decommissioning the Trojan nuclear piant, which it~ Chief Executive Officer Maria M Pope. Incorporated. Oregon Ad-
AnnualLoédFaclor(% NA NA NA | Closed in 1993 Electric revenue breakdown residential, 49%, com-  dress 121 SW Saimon Street, Portland, Oregon 97204, Tele-
%ChangeCuslomerseyr-end) 11 411 +15 | mercial, 29%, Industnal, 10%; other, 12% Generating sources  phone 503-464-8000 Internet www portlandgeneral com.
Fxed Charge Cov (%) 266 265 187 | Portland General Electric is awaiting $2.85 a share Management will likely put
ANNUAL RATES Past Past Estd’1a-20] 2 rate order. The ut;hty 1s seeking a forth guxdance. when it issues fourth-
sichange persh) . 10¥ss,  5Yrs.  to's426 | tariff increase of $89 million (3.9%). PGE, quarter results in mid-February.
Revenues -10% 5%  4.0% | the Oregon commission’s staff, and inter- The utility filed an integrated re-
;’ECash Flow” 38‘;? ‘1‘23 57((7);0 venors have reached a settlement for a source plan. This is for up to 1,000 mega-
SRR G0%  60% 55% | 9-5% return on equity and a 50% common- watts of capacity, primarily renewable and
Book Value 3.0% 35% 30% | equity ratio, the same as the company had hydro Depending upon how much capacity
can QUARTERLY REVENUES (5 mil) Fl requested The utility wants to place an PGE bulds, the company might have to is-
endar |Mar3t Jun30 Sep30 Decdi| Year integrated operations center in the rate sue equity. Otherwise, no equity issuances
2018 1493 449 525 524 |99 base and recover rising costs for vegeta- are expected through mid-decade.
519 1573 450 542 548 |oro3 | tion management, wildfire mitigation, and PGE has deferred some expenses for
2020 |573 469 547 556 [2145 | other items. (The integrated operations future recovery. As of September 30th,
2021 1609 537 642 612 |2400 | center was completed in late 2021 at a cost the utility had deferred $148 mullion for
2002 | 625 550 650 625 |2450 | shghtly under the budget of $200 million.) future recovery, mainly for bad-debt ex-
cal EARNINGS PER SHARE A Ful A ruling is expected in time for new rates pense, system restoration after wildfires,
endar {Mar31 Jun30 Sep30 Decdi| vear | b0 take effect on May 1st. . major storms 1 February of 2021, and ex-
2018 7 3] 59 55 | 237 Aftey an earnings recovery in 2021, cess power costs. How and when these will
2019 ‘85 28 61 g8 | 239 profits will likely take another step be recovered are to be determined.
2020 | o 43 d19 57 | 172| forward in 2022. The comparison was The stock price soared 24% in 2021.
2021 | 107 36 56 76 | 275| easy last year, as a trading loss hurt the Wall Street is comfortable that the trading
2022 1.05 45 60 80 | 290| bottom line by $1.09 a share in the third problem was a one-time event, and the
Cal- | QUARTERLYDIVIDENDSPAID S =i | pgy | Quarter of 2020. In 2022, PGE should company’s improved prospects (such as ac-
endar |Mar31 Jun30 Sep30 Decdi| Vear | benefit from a partial year of rate relief. celerating load growth) are appealing to
2018 | 34 4 3625 3625 | 141 Load growth is another positive factor for investors. The dividend yield 1s average for
2019 | 3825 3625 385 385 | 150 the utility. Our estimate of $2.QQ a share a utility. However, total return potential is
2020 | 385 385 385  4075| 1356| might even be conservative, given that negative for the next 18 months and sub-
2021 | 4075 4075 43 43 168 | this 1s just slightly above the upper end of par for the 3- to 5-year period.
2022 | 43 the company’s guidance for 2021 of $2 70- Paul E. Debbas, CFA January 21, 2022

(A) Diluted EPS Excl. nonrecurning losses 13, | holder investment plan avail, (C) Incl, deferred | '20 6 0%. Regulatory Climate Average (F)'05
42¢, '17, 19¢. Next earnings report due mid- | charges. In '20: $569 mill, $6.35/sh. (D) In mill. | per-share data are pro forma, based on shs
Feb. (B) Div'ds paid mid-Jan, Apr., July, and | (E) Rate base' Net onig cost Rate allowed on | outstanding when stock began trading in ‘08

Oct. = Dwv'd reinvestment plan avall T Share- | com. eq 1n '19: § 5%, earned on avg. com &q.,
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RECENT 6 49 P 1 2(Tralhng )RELATIVE 1 08 DIVD 3 90/
NYSE-50 PRICE 9. RATIO 9. Median: 16 E RATIO YLD w /0
TWELNESS 4 weeraton | HOM) 327 281 G571 23| P3| 6| BF| Bi N3] Bo| B3| &8 Target Price Range
SAFETY 2 Lovered 221114 LEGENDS
—— 62 x Diadends p sh
TECHNICAL 3 Rased 128122 dwided by Interest Rate 160
BETA 95 (1.00=Market) Optons Joa e Steneh 120
. - — haded area indicates N 100
18-Month Target Price Range LI __ 80
. o ; T e e L I R e
Low-High Midpolnt (% to Mid) = st = g0
$56-578  $67 (-5%) T L T i jg
2025-27 PROJECTIONS ‘]'1-'1&.' et 30
Price  Gain nRetu?na N S () "
B o i s e ~- .
oS5 _(20%) -7% %TOT. RETURN 1122 |
Institutional Decisions THIS VL ARITH'
10202t 202021 302021 | pgreont 18 STOCK INDEX |
Nel G feo  Seg|shares 2t I h.u,liH]r.. Y 1 TR RO 3 se e
HIFs(000) 627954 629680 633336 HEHHIEE SR TS USRS ARRRRSSAAAL RN ERREREHARCEE A Sy 749 755
2006 | 2007 | 2008 2009 [ 2010 | 2011 | 2012 [2013 [2014 |2015 [2016 [2017 |2018 {2019 |2020 | 2021 | 2022 | 2023 | ©VALUE LINE PUB.LLC|25-27
19.24 1 20.42| 2204 1921 2070 | 2041 | 19.06 | 1926 | 2034 | 1918 | 2009 | 2286 | 2273 | 2034 | 1929 | 21.50| 22.55| 23.70 |Revenues persh 27.50
401 422 443 443 4.51 491 518 5.27 5.28 547 5.69 6.64 6.41 6.33 6.98 7.20 7.40 7.75 | “Cash Flow" per sh 9.00
210 228 225 232 2.36 2.55 2.67 270 277 284 283 321 3.00 337 325 3.50 3.60 3.80 |Earnings per sh A 4.50
1.54 1.60 1.66 1.73 1.80 1.87 1.94 201 2.08 2.15 2.22 2.30 238 246 2.54 2.62 279 2,78 |Div'd Decl'd persh B = 3.02
4,01 485 5.10 5.70 485 5.23 5.54 6.16 658 6.22 738 7.37 774 717 7.04 7.65 6.55 6.55 | Cap'l Spending per sh 625
15.24 | 1623| 17.08 1815 | 1921 2032| 21.09{ 2143 | 2198 2259 | 2500 | 2398 | 2392 | 26.11 | 2648 | 26.75| 27.65| 28.70 |Book Value persh C 3275
746,27 | 76310 | 77719 819.65 | 843.34 | 865.13 | 867.77 | 887.09 | 907.78 | 911.72 | 990,39 | 1007.6 | 1033.8 | 1053.3 | 10565 | 1070.0 | 1070.0 | 1070.0 [Common Shs Outst'y © | 1070.0
162 16.0 16.1 135 149 158 17.0 162 16.0 158 178 15.5 151 176 7.9 18.0 | Bold figlres are [Avg Ann’l PJE Ratio 15.0
87 85 97 .90 95 99 1.08 9t 84 80 93 78 82 94 92 95 Value|Line Relative P/E Ratio .85
45% | 44% | 48% 55% | 51% | 46% | 43% [ 46% | 47% | 48% | 44% | 46% | 53% | 44% | 44% | 42% | ™S | Avg Ann’ Divd Yield 4.5%
CAPITAL STRUCTURE as of 9/30/21 16537 { 17087 | 18467 | 17489 | 19896 | 23031 | 23495 | 21419 | 20375 | 23000 | 24150 | 25350 |Revenues {$mill) 29350
Total Debt $52836 mill. Due in 5 Vrs $13952 mil | 24150 | 2430.0 | 25670 | 2647.0 | 27570 | 3269.0 | 30060 | 33540 [ 34810 | 3750 | 3840 | 4085 |Net Profit ($mill 4870
‘-LTTDetb‘ $“ti3:3e”(‘j"‘~3 . LT Interest $1682 mill 356% | 348% | 338% | 334% | 285% | 252% | 210% | 150% | 143% | 13.5% | 14.0% | 14.0% |Income Tax Rate 14.0%
E_ealsnezteUsnca;)ri‘talizedxl)\nnual rentals $300 mill. 94% | 11.6% | 139% | 13.2% J 119% { 76% | 68% | 60% | 66% | 7.0%!| 6.0%!| 6.0% |AFUDC % to Net Profit 4.0%
Pension Assels-12/20 $15367 mill 499% | 515% | 495% | 528% | 615% | 645% | 620% | 60 1% | 615% | 63.5% | 63.6% | 63.5% |Long-Term Debi Ratic | 63.0%
Oblig $16646 mull, | 473% | 458% | 473% | 440% | 357% | 350% | 376% | 395% | 381% | 36.0% { 36.5% | 36.0% |Common Equity Ratio 37.0%
Pfd Stock $291 mil  Pfd Div'd $15 mill 38653 | 41483 | 42142 | 46788 | 60359 | 68953 | 65750 | 69504 | 73336 | 79250 | 81475 | 84925 |Total Capital ($mill) 95300
Incl 10 mill shs 5 83% cum. pfd. ($25 stated 48390 | 51208 | 54868 | 61114 | 78446 | 79872 | 80797 | 83080 | 87634 | 91875 | 94825 | 97625 |Net Plant ($mill 104100
value), 475,115 shs 4 2%-5 44% cum. pfd ($100 v > 5 S s vy vy v = = - - - -
par) T3t 68% | 71% | 6.6% | 49% ) 59% | 59% | 6.0% | 59% | 60%] 60%| 6.0% |Returnon Total Cap’! 6.5%
Common Stock 1,059,803,931 shs 125% | 121% | 12.1% | 120% | 10.8% | 13.3% | 124% | 12.1% | 12.3% | 130% | 13.0% { 13.5% |{Returnon Shr. Equity | 14.0%
12.8% | 12.5% | 12.5% | 12.6% | 11.0% | 134% | 12.5% | 12.1% | 12.4% | 13.0% | 13.0% | 13.5% |Return on Com Equity E| 14.0%
MARKET CAP: $74 billion (Large Cap) 36% | 3.2% ) 32% | 31% | 25% | 39% | 26% | 28% | 28% | 35%| 358%| 3.5% [Retainedto Com Eq 45%
ELECTRIC OPERATING STATISTICS 7% 75% | 75% | 76% | 78% | 72% | 79% | 77% 8% | 75% 76% | 73% |All Div'ds to Net Prof 67%
% Change Retal Sals [KWH) 2+°312 20812 °52g BUSINESS: The Southern Com;{any, through its subs, supplies revs by state GA, 56%, AL, 38%; MS, 6%. Generating sources
Avg Indust Use (MWH) 3048 2947 NA | electncty to 43 mill. customers in GA, AL, and MS. Also has a gas, 47%, coal, 20%, nuclear, 15%, other, 9%, purchased, 9%.
Avg, Indust Revs oer KWH (g) 604 803 NA | compettive generation business Acq'd AGL Resources (renamed  Fuel costs. 23% of revs. '20 reported depr rates (util.). 2 6%-3 7%.
gaplf?’}’zlg%’e"d m égggg ‘3‘1%8 Nﬁ Southern Company Gas, 4 3 mill customers in GA, NJ, IL, VA, & Has 27,700 empls Chaiman, Pres and CEO" Thomas A Fanning
Agﬁualofoadggnc%?r(/w 515 803  Na | TN) 7/16. Sold Gulf Power 1/19 Electric rev. breakdown residen- Inc DE Address' 30 lvan Allen Jr Bivd, NW., Allanta, GA 30308
AChangeCuslomerJytend) +1.0 -89  +1.3 | tal, 37%, commercial, 30%, industrial, 19%; other, 14%. Retal Tel 404-506-0747. Internet, www southemcompany com,
Fived Charge Cov (%) 280 281 270 | Southern Company’s Georgia Power eraged leases. (This will result in a $100

ANNUAL RATES Past

Past Est'd '18-'20

subsidiary expects to complete Units
3 and 4 of the Vogtle nuclear station
in the third quarter of 2022 and the
second quarter of 2023, respectively.
The project has had significant delays and
cost overruns. In the first nine months of
2021, the company took aftertax charges
totaling $0 54 a share for the estimated
loss on construction, which is not
recoverable in rates. We excluded these
charges from our earnings presentation as
nonrecurring. The latest capital cost es-
timate is $9.5 billion for Georgia Power’s
45.7% share of the project. As of Septem-
ber 30th, $1.3 billion remained to be spent.
There might well be additional delays and
cost overruns, but Wall Street has taken
these in stride. In 2021, Southern Compa-
ny stock posted a total return of 16.3%, not
far below the median for this industry

Southern Company has issued equity
and sold assets to finance the rising
capital costs of its nuclear project.
Most notably, it sold its Gulf Power elec-
tric utility in Florida a few years ago, and
has also sold some gas companies. Most re-
cently, Southern Company sold some lev-

million aftertax gain in the fourth quarter
of 2021.) Other asset sales are under con-
sideration. For now, we do not anticipate
any equity additions in the next few years,
and are not assuming any asset sales.
Earnings should advance this year
and next. The company’s utilities are ben-
efiting from rate relief and growth in their
service areas. Nicor Gas in Illinois will rec-
ord a full year’s effect of a $240 million
rate hike, based on a 9.75% return on
equity and a 54.5% common-equity ratio,
that went into place on December 1st. At
lanta Gas Light received $49 million at the
start of 2022. Note that Georgia Power ex-
pects to file a rate case on July Ist.

We expect a dividend increase in the
second quarter. We think the board will
raise the quarterly payout $002 a share
(8.0%), the same as 1n recent years.

The dividend yield is somewhat above
average for a wutility. Dividend growth
prospects are subpar, and investors must
be able to accept the uncertainties arising
from the nuclear construction project. The
stock is untimely.

Paul E. Debbas, CFA February 11, 2022

of change (per sh) 10 Yrs, 5 Yrs to '25-'27
Revenues -- 10% 40%
“Cash Flow” 4.0%  4.5% 4.5%
Earmings 30% 2.5% 55%
Dividends 35%  35% 3.0%
Book Value 35% 30% 35%
Cal- QUARTERLY REVENUES (mill) Full
endar |Mar31 Jun30 Sep.30 Dec.31] Year
2019 | 5412 5098 5995 4914 [21419
2020 | 5018 4620 5620 5117 {20375
2021 [ 5910 5198 6238 5654 | 23000
2022 | 6200 5600 6600 5750 | 24150
2023 | 6500 5900 6900 6050 | 25350
Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2019 75 85 125 32 317
2020 81 75 118 51 325
2021 1.09 3 122 46 3.50
2022 1.05 .80 1.30 45 1 3.60
2023 1.10 85 140 45 | 3.80
Cal- QUARTERLY DIVIDENDS PAID B w Full
endar |Mar31 Jun.30 Sep.30 Dec.3i| VYear
2018 | 58 60 60 .60 2.38
2019 | .60 62 62 62 246
2020 | .82 64 64 64 2.54
2021 .64 66 66 66 2.62
2022
(A) Drluted EPS Excl. nonrec gamn (losses) Feb

'09. {25¢) '
(28¢), "17 ($2.37), '18, (78¢); '19, $1.30; '20,
(17¢), '21, (54¢). Next earnings report due mid- | Rate base AL, MS, fair value, FL, GA, ong.
© 2022 Value Line, Inc All righls reserved Factual maltenal 1s obtained from sources believed to be reliable and s provided withou! warranties of any kind
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication 1s strictly for subscnber's own, non-commercial, intemal use No part
of it may be reproduced resold, stored or transmitied 1 any printed, electromc or other form, or used for generafing or marketing any pnnted or elgctronic publication, service of proguct

13, (83¢); '14, (59¢), '15, (25¢), 16, | and Dec, m Dw'd reinvest plan avail. (€} Incl
def'd charges. In '20° $18.91/sh (D) In mill. (E) | Regulatory Climate’ GA, AL Above Average
MS, FL Average. {F) Winter peak in '18.

(B) Divds pad in early Mar., June, Sept,

cost Allowed return on common eq. (blended)
12.5%, earned on avg com eq. ‘20, 12.5%.

Company’s Financial Strength A
Stock’s Price Stability

Price Growth Persistence
Earnings Predictability

To subscribe call 1-300-VALUELINE
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Exhibit DWD-3

Page 15 of 15
RECENT PIE (Trailing:23.9 RELATIVE 1 22 DivD 2 0

X EL E NDQ-XEL PRICE 69,86 RATIO 23.3 Median: 17.0 /| PIERATIO 14 YLD .8 /0
THELNESS 3 mesio | (o 264] T8 31 wrol Ge el Al @2 siil @il il 79 Tatge Price Fange
SAFETY 1 Rased s LEGENDS

—— 068 x Dividends p sh
TECHNICAL 4 Rased 111422 g“”dEdb Interest Rate 160
elalive Price Strenglh

BETA .80 (100 = Market) Options Yes 120

- haded area indicates 100

18-Month Target Price Range | O SN S 80
Low-High  Midpolnt (% to Mid) T Sl 60
$57-994  $76(10%) O Oy o o

202435 PROJECTIONS A B el %
Ann'l Total s BT T -

_ Price  Galn Return SR werr i snte ot IV IR ARV T D S R A 20
A i Z— ;
Institutional Decisions ATOT-ﬁ(iTURﬂ;:{/TZ}:'

10200 202021 302020 | poreert 30 sTock NDEX |
bl 396 544 34| chares 20— g T O - — v a0 aas
Hsoo) 405318 _ar2a01_at1220 | = Ot T Sy. S22 885 [
2005 | 2006 | 2007 2008 | 2009 | 2010 | 2011 {2012 |2013 |2014 [2015 [2016 [2017 [2018 [2018 [ 2020 |2021 [2022 | ©VALUELINE PUB.LLC]24-26

2386 2416 2340 2469 | 21.08| 21.38| 21.90 | 2076 | 21.92 | 2311 | 2172} 2190 | 2246 | 2244 | 2198 | 2145 24.65| 25.75 |Revenues per sh 28.00

3.28 3.61 345 350 348 3.51 379 400 430 | 428 4.56 5.04 547 | 592 825 661 7.10 7.55 {"Cash Flow” per sh 9.00

1.20 1.35 1.35 1.46 149 1.56 172 1.85 191 203 210 221 230 | 247 2.64 2.79 2.95 3.10 [Earnings per sh A 375
85 .88 91 94 .97 1.00 1.03 1.07 1.1 1.20 1.28 1.36 1.44 1.52 162 1.72 1.83 1,94 | Div'd Decl'd per shB w 2.30

325 400| 489 4661 391 4,60 453 5271 682 6§33 7.26 642 654 770 8.05 9.99 8.30 9.70 {Cap’l Spending per sh 10.00

1337 14.28| 1470 1535 | 1592 | 1676 | 17.44| 1819 | 1921 | 2020 | 20.89 | 21.73 | 2256 | 23.78 | 2524 | 2712 | 28.45| 29.85 |Book Value per sh © 34.50
40339 | 407.30 | 42878 453.79 | 457.51 | 482.33 | 48649 | 487.96 | 497.97 | 506.73 | 507.54 | 507.22 | 507.76 | 514.04 [ 524.54 | 537.44 | 540.00 | 544.00 {Common Shs Outst'y © | 553.00

15.4 148 16.7 13.7 12.7 14.1 14.2 14.8 15.0 154 6.5 185 202 189 223 239 22.5 Avg Ann’ P/E Ratio 18.0
.82 80 .89 .82 .85 90 89 94 84 81 .83 97 1.02 102 1.19 1.23 1.20 Relative P/E Ratio 1.00

46% | 44% | 40% A47% | 51% | 45% ] 42% | 39% | 39% | 38% | 37% | 33% | 31% | 33% 27% | 26% ] 28% Avg Ann'i Div'd Yield 3.4%
CAPITAL STRUCTURE as of 9/30/21 10655 | 10128 | 10915 | 11686 | 11024 | 11107 | 11404 | 11537 | 11529 | 11526 | 13300 [ 14000 |Revenues ($mill) 15500
Total Debt $23347 mill Due in 5 Yrs $5174 mil 8414 | 9052 | 9482 |1021.3 | 10636 | 11234 | 1171.0 | 12610 | 13720 | 14730 { 1600 | 1690 {Net Profit ($mill 2050
ﬁl?g%ﬁﬁgﬁaﬂ oy Interest §760 mil. 358% | 332% | 33.8% | 939% | 358% | 84 1% | 307% | 12.6% | 85% | -~ | NWF| NAF [income Tax Rate NUIF
(LT mierest eamed 2.90 94% | 108% | 194% | 125% | 7.7% | 7.8% | 94% |124% | 83% | 10.7% | 7.0%| 7.0% |AFUDC %toNetProfit | 7.0%

51.1% | 53.3% | 53.3% | 530% | 54.1% | 56.3% | 55.9% | 564% | 56.8% | 57.4% | 58.0% | 57.5% |Long-Term Debt Ratio 58.0%
Leases, Uncapitalized Annual rentals $273 mill 48.9% | 46.7% | 46.7% | 47.0% | 459% | 43.7% | 44 1% | 43.6% | 43.2% | 42.6% | 42.0% | 42.5% |Common Equity Ratio 42,0%
Pension Assets-12/20 §3509 mill 17331 | 19018 | 20477 | 21714 | 23092 | 25216 | 2575 | 28025 | 30646 | 34220 | 36425 | 38125 [Total Capital (bmil] 5100
Pld Stock None Oblig $3984 mil | 59353 | 2380 | 26122 | 26757 | 31206 | 32842 | 34329 | 36944 | 39483 | 42950 | 45175 | 48050 Net Plant (Smil) 55500

65% | 6.1% | 60% | 6.0% | 58% | 57% | 58% { 57% | 568% | 54%{ 55%| 55% |ReturnonTotal Cap'l 5.5%
Common Stock 538,675,570 shs 99% | 10.2% | 9.9% | 10.0% | 100% | 10.2% | 102% | 10.3% | 104% | 101% | 10.5% | 10.5% |Return on Shr. Equity 11.0%
as of 10/26/21 99% | 10.2% | 99% | 10.0% | 10.0% | 10.2% | 102% | 10.3% | 10.4% | 10.1% | 10.5% | 10.5% |Return on Com Equity E{ 11.0%
MARKET CAP- $38 billion {Large Cap) 43% | 47% | 45% | 45% | 43% | 40% | 39% | 43% | 44% | 42% | 4.0% | 4.0% |Retainedto Com Eq 70%
ELECTRIC OPERATING STATISTICS 56% 54% | 54% | 55% | 57% | 61% | 62% | 58% 58% | 68% 62% 62% |All Div'ds to Net Prof 62%
% Change Retal Sales {KWH) 2+0313 25)11_2 ?228 BUSINESS: Xcel Energy Inc. 1s the parent of Northern States 2.1 mill. gas Elec rev breakdown res'l, 31%; sm comm’| & ind',
Large C 4 | Use (MWH) 23004 NA NA | Power, which supplies electricity to Minnesota, Wisconsin, North ~ 36%; ig comm'l & ind'l, 18%:; other, 15% Generating sources not
Large C & | Revs per KWH (¢) 591 596 578 | Dakota, South Dakota & Michigan & gas to Minnesota, Wisconsin, avail Fuel costs. 36% of revs '20 reported deprec rate' 3 4% Has
gggg?‘o}’ag‘zﬁmer"z ’ 202'\;3 % 1"“{% ; gel\(ls/g North Dakota & Michigan, P S, of Colorado, which supplies electri- 11,400 employees Chairman. Ben Fowke President & CEO. Bob
Annual Load Faclor () A N NA | oty & gas }o Colorado; & Southwestern Public Service, which sup-  Frenzel Inc MN. Address 414 Nicollet Mall, Minneapolis, MN
9 Change(}ug[ﬂme[g}y(.gnd) 1.1 +1.0 NA | phes electricity to Texas & New Mexico. Customers. 3.7 mill. elec., 55401 Tel 612-330-5500 internet www xcelenergy.com
Fixed Charge Cov. %] 281 272 252 | Xcel Enmergy’s utility in Minnesota this in our earnings presentation. A deci-
ANNUAL RATES Past Past Estd 13-20 filed a general rate case. Northern sion from the Minnesota commission is ex-
ofchange (persh)  10Yrs.  5Y¥is.  to'2e25 | States Power is seeking electric rate in- pected this summer. Note that in Wiscon-
Revenues .- -5%  40% | creases of $396 million in 2022, $150 mil- sin, the regulators approved electric and
“Cash Flow" 60% 75% 60% | lion in 2023, and $131 million in 2024, gas hikes totaling $45 million in 2022 and
Si,’lr&'gr?js ggaﬁ: g:goﬁ: ggcyf based on a 10.2% return on equity and a $21 million in 2023
Book Value 45% 50% 50% | 52.5% common-equity ratio Interim relief Other rate cases are pending. Public

Cal- | QUARTERLY REVENUES (5 mil) Fall of $247 million took effect at the start of Service of Colorado reached a settlement
endar [Mar31 JunJ0 Sep30 Dec.dt] Year | 2022. NSP filed for a $36 million gas hike, calling for an electric increase of $299 ml-
2018 | 2951 2665 3048 2880 1isay | Pased on a 105% ROE and a 52.5% lion (including $122 million already being
5019 | 3141 2577 3013 2798 |11509 | common-equity ratio. A $25 million inter- recovered through rate riders), based on a
2020 | 2811 2586 3182 2047 |1526 | 1m increase took effect at the start of 2022. 9.3% ROE and a 55.7% common-equity ra-
2001 | 3541 3068 3467 3224 |13300 | Some intervenors in Minnesota are tio. In Texas, Southwestern Public Service
2022 | 3650 3150 8700 3500 {14000 | proposing that some gas costs should is seeking a hike of $143 million, based on
cak EARNINGS PER SHARE A Ful be disallowed. In February of 2021, some a 10.35% ROE and a 546% common-
endar |Mar31 Jund0 Sep.d0 Decdl| Year | Of the company’s utilities experienced a equity ratio. The utility reached a settle-
2018 57 2 9% D | 247 spike In gas costs stemming from a cold ment for a $62 million increase in New
5019 o1 % 101 56 | 24| spell in the Gulf Coast region This even Mexico, based on a 9.35% ROE and a
2020 56 54 114 54 | o79| affected NSP in Minnesota Utilities have 54.7% common-equity ratio Orders are ex-
2021 67 58 113 57 | 295! been allowed to recover these expenses in pected this quarter.

2022 0 .80 120 .60 | 370} other states, but intervenor groups in Min- Although the price of this top-quality

Cal- | QUARTERLYDIVIDENDSPAIDB= | gy | DreSOta contend that some of these be disal- stock rose just slig}}tly in 2021, the

endar |Mar31 Jun30 Sep30 Dec31| Year | lowed as imprudent. The largest proposed valuation is still high. The dividend
2018 | 36 3 8 3 150 dlsal]owaqce is $;l79 million pretax. Our yield is below average, as is total return
5019 | a8 %05 405 405 | 160| 2022 earnings estimate of $3 10 a share is potential to 2024-2026. It appears as if the
2020 | 405 43 43 48 170 | at the low end of Xcel's targeted range of risk of a disallowance of gas costs isn’t
2021 | 43 4575 4575 4575 180 $3.10-$3.20, and assumes no disallowance. weighing much on the quotation
2022 | 4575 However, if one occurs, we will include Paul E. Debbas, CFA January 21, 2022
(A) Diluted EPS. Excl. nonrecuriing gain rounding Next earnings report due late Jan. $4 42/sh. (D) In mill (E) Rate base Varies, Company’s Financial Strength A+
losses): '10, 5¢. 15, (16¢), '17, (5¢), gains (B) Div'ds historically paid mid-Jan , Apr., July, | Rate allowed on com. eq. (blended). 9 6%, Stocl's Price Stability 95
loss) on discontinued ops.* '05, 3¢; '06 1¢, and Oct = Div'd reinvestment plan available. | earned on avg com eq, 20 10.6% Reguia- | Price Growth Persistence 65
'09. (1¢); '10, 1¢.'20 EPS don't sum due to (C) Incl. intangibles. In *20: $2373 mill , tory Climate Average. Earnings Predictability

© 2022 Value Line Inc. All nghts reserved Faclual malenal 1s oblained from sources believed 1o be rehable and s prowded withoul warrantes of any king
THE PUBLISHER 1S NOT RESPUNSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN This publication is striclly for subscnber’s own, non-commercial, internal use No part
of It may be reproduced resold, slored or transmtted 1n any printed, electronic or olher form, or used for generating or marketing any prnted or electronic publicalion, service of product

To subscribe call 1-800-VALUELINE

1715



Exhibit DWD-4
Page 1 of 13

Oncor Electric Delivery Company LLC
Summary of Risk Premium Models for the
Proxy Group of Fourteen Electric Companies

Proxy Group of
Fourteen Electric

Companies
Predictive Risk Premium
Model (PRPM] (1) 10.77 %
Risk Premium Using an
Adjusted Total Market
Approach (2) 10.90
Average 10.84 %

Notes:
(1) From page 2 of this Exhibit.
(2) From page 3 of this Exhibit.
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Oncor Electric Delivery Company LLC

Indicated ROE
Derived by the Predictive Risk Premium Model (1)

(1] (2] (3] (4] (5] (6} 7]
LT Average Spot

Proxy Group of Fourteen Electric Predicted Predicted Recommended GARCH Predicted Risk Risk-Free Indicated

Companies Variance Variance Variance (2) Coefficient Premium (3) Rate (4) ROE (5)
Alliant Energy Corporation 0.27% 0.36% 0.32% 2.68 10.70% 2.89% 13.59%
Ameren Corporation 0.23% 0.29% 0.26% 2.02 6.52% 2.89% 9.41%
American Electric Power Company, Inc. 0.29% 0.31% 0.30% 2.36 8.73% 2.89% 11.62%
Duke Energy Corporation 0.31% 0.28% 0.29% 1.85 6.74% 2.89% 9.63%
Edison International 0.43% 0.50% 0.47% 1.49 8.70% 2.89% 11.59%
Entergy Corporation 0.40% 0.49% 0.45% 2.21 12.56% 2.89% NMF
Evergy, Inc. 0.41% 0.57% 0.49% 0.82 4.90% 2.89% 7.79%
Eversource Energy 0.31% 0.37% 0.34% 1.62 6.75% 2.89% 9.64%
IDACORP, Inc. 0.29% 0.28% 0.28% 2.21 7.80% 2.89% 10.69%
NorthWestern Corporation 0.33% 0.20% 0.27% 2.26 7.51% 2.89% 10.40%
OGE Energy Corporation 0.31% 0.32% 0.31% 2.20 8.65% 2.89% 11.54%
Portland General Electric Company 0.28% 0.29% 0.29% 2.10 7.43% 2.89% 10.32%
The Southern Company 1.27% 0.35% 0.81% 0.98 9.97% 2.89% 12.86%
Xcel Energy Inc. 0.28% 0.24% 0.26% 2.81 9.03% 2.89% 11.92%
Average 10.85%
Median 10.69%
Average of Mean and Median 10.77%

Notes:

(1)

(2)
(3)
(4)
(5)

The Predictive Risk Premium Model uses historical data to generate a predicted variance and a GARCH coefficient.
The historical data used are the equity risk premiums for the first available trading month as reported by Bloomberg

Professional Service,
Average of Column [1] and Column [2].
(1+(Column [3] * Column [4]} B,

From note 2 on page 2 of Exhibit DWD-5.

Column [5] + Column [6].

€l iozebeq
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Line No.

Notes: (1)
(2)
(3)

(4)

Oncor Electric Delivery Company LLC

Indicated Common Equity Cost Rate
Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach

Prospective Yield on Aaa Rated
Corporate Bonds (1)

Adjustment to Reflect Yield Spread
Between Aaa Rated Corporate
Bonds and A2 Rated Public
Utility Bonds

Adjusted Prospective Yield on A2 Rated
Public Utility Bonds

Adjustment to Reflect Bond
Rating Difference of Proxy Group

Adjusted Prospective Bond Yield
Equity Risk Premium (4)

Risk Premium Derived Common
Equity Cost Rate

Consensus forecast of Moody's Aaa Rated Corporate bondé from
Blue Chip Financial Forecasts (see pages 10-11 of this Exhibit).

Exhibit DWD-4

Page 3 of 13

Proxy Group of
Fourteen Electric
Companies

3.95

0.41

4.36

0.17

453

6.37

10.90

%

(2)

%

(3)

%

%

The average yield spread of A rated public utility bonds over Aaa
rated corporate bonds of 0.41% from page 4 of this Exhibit.
Adjustment to reflect the Baal Moody's LT issuer rating of the Utility
Proxy Group as shown on page 5 of this Exhibit. The 0.17% upward
adjustment is derived by taking 2/3 of the spread between A2 and
BaaZ Public Utility Bonds (2/3 * 0.25% = 0.17%) as derived from

page 4 of this Exhibit.
From page 7 of this Exhibit.
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Exhibit DWD-4

Page 4 of 13
'Oncor Electric Delivery Company LLC
Interest Rates and Bond Spreads for
Moody's Corporate and Public Utility Bonds
Selected Bond Yields
[1] (2] (3]
A2 Rated
Aaa Rated Public Utility Baa2 Rated Public
Corporate Bond Bond Utility Bond
Feb-2022 3.25 % 3.68 % 395 %
Jan-2022 2.93 3.33 3.57
Dec-2021 2.65 3.04 3.28
Average 294 % 335 % 3.60 %
Selected Bond Spreads
A2 Rated Public Utility Bonds Over Aaa Rated Corporate Bonds:
041 % (1)
BaaZ Rated Public Utility Bonds Over A2 Rated Public Utility Bonds: -
0.25 % (2)

Notes:
(1) Column [2] - Column [1].
(2) Column [3} - Column [2].

Source of Information:
Bloomberg Professional Service
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Exhibit DWD-4

Page 5 of 13
Oncor Electric Delivery Company LLC
Comparison of Long-Term Issuer Ratings for
Proxy Group of Fourteen Electric Companies
Moody's Standard & Poor's
Long-Term Issuer Rating Long-Term Issuer Rating
March 2022 March 2022
Long-Term Long-Term

Proxy Group of Fourteen Electric Issuer Numerical Issuer Rating Numerical
Companies Rating (1) Weighting (2) (1) Weighting (2)
Alliant Energy Corporation A3/Baal 7.5 A/A- 6.5
Ameren Corporation A3/Baatl 7.5 BBB+ 8.0
American Electric Power Company, Inc. Baal 8.0 A- 7.0
Duke Energy Corporation A3 7.0 BBB+ 8.0
Edison International Baa2 9.0 BBB 9.0
Entergy Corporation Baa2 9.0 BBB+ 8.0
Evergy, Inc. Baal 8.0 A- 7.0
Eversource Energy A3 7.0 A- 7.0
IDACORP, Inc. A3 7.0 BBB 9.0
NorthWestern Corporation Baa2 9.0 BBB 9.0
OGE Energy Corporation A3 7.0 A- 7.0
Portland General Electric Company A3 7.0 BBB+ 8.0
The Southern Company A3 7.0 BBB+ 8.0
Xcel Energy Inc. A3 7.0 A- 7.0

Average Baal 7.6 BBB+ 7.8

Notes:

(1) Ratings are that of the average of each company's utility operating subsidiaries.
(2) From page 6 of this Exhibit.

Source Information:

Moody's Investors Service

Standard & Poor's Global Utilities Rating Service
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Exhibit DWD-4

Page 6 of 13
Numerical Assignment for
Moody's and Standard & Poor's Bond Ratings
Moody's Bond Numerical Bond Standard & Poor's

Rating Weighting Bond Rating

Aaa 1 AAA

Aal 2 AA+

Aa?2 3 AA

Aa3 4 AA-

Al 5 A+

A2 6 A

A3 7 A-
Baal 8 BBB+
Baa2 9 BBB
Baa3 10 BBB-

Bal 11 BB+

Ba2 12 BB

Ba3 13 BB-

B1 14 B+

B2 15 B

B3 16 B-
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Exhibit DWD-4
Page 7 of 13

Oncor Electric Delivery Company LLC
Judgment of Equity Risk Premium for
Proxy Group of Fourteen Electric Companies

Proxy Group of
Line Fourteen Electric
No. Companies

1. Calculated equity risk
premium based on the
total market using
the beta approach (1) 8.14 %

2. Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with A rated bonds (2) 5.44

3. Predicted Equity Risk Premium
Based on Regression Analysis
of 1,192 Fully-Litigated Electric
Utility Rate Cases (3) 5.52

4. Average equity risk premium 6.37 %

Notes: (1) From page 8 of this Exhibit.
(2) From page 12 of this Exhibit.
(3) From page 13 of this Exhibit.
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Exhibit DWD-4
Page 8 of 13

Oncor Electric Delivery Company LLC
Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for the
Proxy Group of Fourteen Electric Companies

Proxy Group of
Fourteen Electric
Line No. Equity Risk Premium Measure Companies

Ibbotson-Based Equity Risk Premiums:

1. Ibbotson Equity Risk Premium (1) 592 %
2. Regression on Ibbotson Risk Premium Data (2) 8.23
3. Ibbotson Equity Risk Premium based ¢n PRPM (3) 8.07
4 Equity Risk Premium Based on Value Line
‘ Summary and Index (4) 7.44
s Equity Risk Premium Based on Value Line
‘ S&P 500 Companies (5) 12.19
6 Equity Risk Premium Based on Bloomberg
' S&P 500 Companies (6) 10.65
7. Conclusion of Equity Risk Premium 8.75 %
8 Adjusted Beta (7) 0.93
9. Forecasted Equity Risk Premium 8.14 %

Notes provided on page 9 of this Exhibit.
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Notes:

m

2

()

4)

(5)

(6)

9

Exhibit DWD-4
Page 9 of 13

Oncor Electric Delivery Company LLC
Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for the
Proxy Group of Fourteen Electric Companies

Based on the arithmetic mean historical monthly returns on Jarge company common
stocks from Ibbotson® SBBI® 2021 Market Report minus the arithmetic mean
monthly yield of Moody's average Aaa and Aa corporate bonds from 1926-2020.

This equity risk premium is based on a regression of the monthly equity risk
premiums of large company common stocks relative to Moody's average Aaa and Aa
rated corporate bond yields from 1928-2020 referenced 1n Note 1 above.

The Predictive Risk Premium Model (PRPM] is discussed in the accompanying direct
testimony. The Ibbotson equity risk premium based on the PRPM is derived by
applying the PRPM to the monthly risk premiums between Ibbotson large company
common stock monthly returns and average Aaa and Aa corporate monthly bond
yields, from January 1928 through February 2022.

The equity risk premium based on the Value Line Summary and Index 1s derived by
subtracting the average consensus forecast of Aaa corporate bonds of 3.95% (from
page 3 of this Exhibit) from the projected 3-5 year total annual market return of
11.39% (described fully in note 1 on page 2 of Exhibit DWD-5).

Using data from Value Line for the S&P 500, an expected total return of 16.14% was
derived based upon expected dividend yields and long-term earnings growth
estimates as a proxy for capital appreciation. Subtracting the average consensus
forecast of Aaa corporate bonds of 3.95% results in an expected equity risk premium
of 12.19%.

Using data from Bloomberg Professional Service for the S&P 500, an expected total
return of 14.60% was derived based upon expected dividend yields and long-term
earnings growth estimates as a proxy for capital appreciation. Subtracting the
average consensus forecast of Aaa corporate bonds of 3.95% results in an expected
equity risk premium of 10.65%.

Average of mean and median beta from page 1 of Exhibit DWD-5.

Sources of Information:

Stocks, Bonds, Bills, and Inflation - 2021 SBBI Yearbook, John Wiley & Sons, Inc.
Industrial Manual and Mergent Bond Record Monthly Update.

Value Line Summary and Index

Blue Chip Financial Forecasts, March 1, 2022 and December 1, 2021

Bloomberg Professional Service
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Exhibit DWD-4
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Consensus Forecasts of U.S. Interest Rates and Key Assumptions

History Consensus Forecasts-Quarterly Avg.

------- Average For Week Ending------  ----Average For Month--- Latest Qtr] 1Q  2Q  3Q  4Q 1Q 2Q

Interest Rates Fcb 18 Feb 1l Feb4  Jan28  Jan Dce Nov  4Q2021 | 2022 2022 2022 2022 2023 2023
Federal Funds Rate 008 0.08 008 008 0.08 008 0.08 008 0.2 0.6 1.0 1.3 1.6 1.8
Prime Rate 3.25 3.25 325 325 325 325 3.25 325 34 37 41 43 46 48
SOFR 005 0.05 005 0.04 005 005 005 00s 02 05 09 12 14 17
Comunercial Paper, 1-mo.  0.08 008 0.08 0.07 0.07  0.06 0.05 0.06 62 06 09 12 15 17
Treasury bill, 3-mo. 038 031 021 019 006 005 005 0.05 063 07 16 13 15 138
Treasury bill, 6-mo. 0.69 0.64 049 041 015 007 0.06 0.09 65 08 11 14 1.7 19
Treasury bill, 1 yr. 108 098 0.80 0.69 030 0.18 0.11 0.20 08 1.1 14 16 1.8 2.0
Treasury note, 2 yr. 153 142 1.20 109 0.68 051 0.3% 0.53 13 16 18 20 21 22
Treasury note, 5 yr. 1.88 1.84 166 1.60 123 1.20 1.11 1.18 L7 20 21 23 24 25
Treasury note, 10 yr. 1.99 1.95 1.83 1.79 147 1.56 1.58 1.54 19 21 23 24 26 27
Treasury note, 30 yr. 231 225 2.14 2.11 1.85 1.94 2.06 1.95 22 25 26 27 29 3.0
Corporate Aaa bond 3.43 3.31 3.19 3.14 2.79 2.79 2.85 2.81 3.2 34 3.7 3.9 4.0 4.1
Corporate Baa bond 4.00 3.85 3.70 3.64 326 325 3.31 3.27 39 42 44 46 48 49
State & Local bonds 3.08 2.97 292 285 2.57 257 2.59 2.58 2.6 2.9 30 32 33 3.4
Home mortgage rate 3.92 3.69 355 3.55 3.10 3.07 3.07 3.08 3.7 3.9 4.1 4.2 4.4 4.5

History Consensus Forecasts-Quarterly

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 10 20 3Q 4Q 1Q 20

Key Assumptions 2020 2020 2020 2020 2021 2021 2021 2021 | 2022 2022 2022 2022 2023 2023

Fed’s AFE § Index 1113 1124 107.2 105.1 1034 1029 1050 107.0 [ 107.8 108.0 108.1 107.8 107.5 107.2
Real GDP -51 =312 33.8 4.5 6.3 6.7 2.3 7.0 1.9 3.9 31 2.6 2.4 2.3
GDP Price Index 16 -1.5 3.6 2.2 43 6.1 6.0 7.1 48 3.8 3.1 2.8 2.6 2.5
Consumer Price Index 1.3 -3.4 4.8 22 4.1 82 6.7 7.9 58 39 31 27 25 24
PCE Price Index 13 -1.6 37 15 3.8 6.5 53 63 5.1 35 28 24 23 2.3

Forecasts for interest rates and the Federal Reserve’s Advanced Foreign Economies Index repiesent avetages for the quarter Forecasts for Real GDP, GDP Price Index, CPI and
PCE Piice Index are seasonally-adjusted annual rates of change (saar) Individual panel members’ forecasts are on pages 4 through 9. Historical data Treasury rates from the
Federal Reserve Boautd’s H.15, AAA-AA and A-BBB corpotate bond yields fiom Bank of America-Mernll Lynch and are [5+ years, yield to maturity, State and local bond
yields fiom Bank of America-Mertill Lynch, A-rated, yield to maturity, Mortgage 1ates from Freddie Mac, 30-year, fixed, SOFR fiom the New York Fed All interest rate data
are sourced from Haver Analytics. Historical data for Fed’s Advanced Foreign Economies Index are from FRSR H 10 Histouical data for Real GDP, GDP Price Index and PCE
Price Index are from the Bureau of Economic Analysis (BEA) Consumet Price Index history 15 fiom the Department of Labot’s Bureau of Labor Statistics (BLS).

U.S. Treasury Yield Curve

Week ended February 18, 2022 & Year Ago vs

1Q 2022 & 2Q 2023
Consensus Forecasts
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r14 W BLUE CHIP FINANCIAL FORECASTS ® DECEMBER 1, 2021

Long-Range Survey:

The table below contains the results of our twice-annual long-range CONSENSUS survey. There are also Top 10 and Bottom 10 averages for each
variable Shown are consensus estimates for the years 2023 through 2027 and averages for the five-year periods 2023-2027 and 2028-2032 Apply
these projections cautiously. Few if any economic, demographic and political forces can be evaluated accurately over such long time spans.

......................... Average For The Year ---

——— Five-Year Averages

2023 2024 2025 2026 2027 2023-2027 2028-2032

1 Federal Funds Rate CONSENSUS 0.8 1.6 2.0 2.2 2.3 1.8 2.2
Top 10 Average 12 22 27 27 28 23 2.9
Bottom 10 Average 04 10 14 17 18 12 15
2. Prime Rate CONSENSUS 4.0 4.7 5.1 5.3 5.4 4.9 5.3
Top 10 Average 43 53 58 58 59 54 60
Bottom 10 Average 36 41 4.5 49 50 44 46
3 LIBOR, 3-Mo CONSENSUS 1.0 1.7 2.2 2.4 2.5 1.9 2.4
Top 10 Average 13 21 27 29 30 24 31
Bottom 10 Average 07 12 16 19 20 15 18
4 Commmercial Papel, 1-Mo CONSENSUS 0.9 1.6 2.1 2.3 2.4 1.9 2.4
Top 10 Average 12 20 26 28 29 23 29
Bottom 10 Average 06 12 16 19 20 15 18
5 Treasury Bill Yieid, 3-Mo CONSENSUS 0.8 1.4 1.8 2.0 23 1.7 2.2
Top 10 Average 12 19 25 26 28 22 29
Bottom 10 Avcrage 04 08 12 15 18 11 16
6 Treasury Bill Yield, 6-Mo CONSENSUS 0.8 1.4 1.9 2.1 2.4 1.7 2.3
Top 10 Average I2 20 26 27 29 23 3.0
Bottom 10 Average 04 09 12 16 19 t2 17
7 Treasury Bill Yield, 1-¥r CONSENSUS 1.0 1.6 2.1 2.4 2.5 1.9 2.4
Top 10 Average 14 21 27 28 30 24 3.1
Bottom 10 Average 06 12 15 19 20 14 18
8. Treasury Note Yield, 2-Yr CONSENSUS 1.3 1.9 24 2.6 2.6 2.2 2.6
Top 10 Average 17 25 30 31 32 27 34
Bottom 10 Average 08 14 18 20 21 t6 19
9 Treasury Note Yield, 5-Yr CONSENSUS 1.9 2.4 2.8 2.9 2.9 2.6 3.0
Top 10 Average 23 3.0 34 35 36 31 38
Bottom 10 Average 15 19 21 23 2.3 20 2.2
10 Tieasury Note Yield, 10-Yr CONSENSUS 2.4 2.8 3.1 3.2 3.2 2.9 3.3
Top 10 Average 28 33 37 38 3.9 35 42
Bottom 10 Average 20 23 24 25 25 23 2.4
11. Treasury Bond Yield, 30-Y1 CONSENSUS 2.9 33 3.6 37 3.7 3.4 3.8
Top 10 Average 34 39 43 4.4 4.4 41 46
Bottom 10 Average 24 28 29 30 30 28 30
12. Corporate Aaa Bond Yield  CONSENSUS 37 4.2 4.5 46 4.8 44 4.9
Top 10 Average 43 47 51 52 54 49 56
Bottom 10 Average 32 37 39 41 42 38 42
13 Corporate Baa Bond Yield CONSENSUS 4.6 5.0 5.3 5.5 5.6 5.2 5.7
Top 10 Average 51 55 59 61 62 57 65
Bottom 10 Average 40 45 48 49 50 47 50
14 Statc & Local Bonds Yicld CONSENSUS 3.2 3.7 3.9 4.1 4.2 3.8 4.3
Top 10 Average 38 43 45 47 48 44 50
Bottom 10 Average 27 32 34 35 36 33 3.6
15 Home Mortgage Rate CONSENSUS 4.0 4.4 4.7 4.8 4.8 4.5 4.9
Top 10 Average 45 50 53 54 54 51 57
Bottom 10 Average 36 39 41 41 42 40 41

A Fed's AFENommal $ Index  CONSENSUS 106.2 106.0 106.1 106.2 106.4 106.2 106.5
Top 10 Average 108 1 108 4 1089 1090 1092 108 7 1101

Bottom 10 Average 104 4 1040 1037 1037 103 9 103.9 103 1

---------------------- Year-Over-Year, % Change =-esecceconresanannen Five-Year Averages

2023 2024 2025 2026 2027 2023-2027 2028-2032

B. Real GDP CONSENSUS 2.6 2.2 2.1 2.0 2.0 2.2 2.0
Top 10 Average 31 2.6 25 24 23 26 24
Bottom 10 Average 22 17 17 17 17 18 17
C. GDP Chammed Pnce Index CONSENSUS 2.5 2.2 2.2 2.1 2.1 2.2 2.1
Top 10 Average 30 27 25 24 24 26 24
Bottom 10 Avcrage 20 19 19 19 19 19 18
D Consumer Price Index CONSENSUS 26 2.3 2.3 2.2 2.2 23 2.2
Top 10 Average 32 28 2.6 25 25 27 25
Bottom 10 Average 21 20 20 20 20 20 1.9
E. PCE Price Index CONSENSUS 2.5 22 2.1 2.1 2.1 2.2 2.1
Top 10 Average 30 26 24 24 23 26 24
Bottom 10 Average 20 19 19 19 19 19 19
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Oncor Electric Delivery Company LLC
Derivation of Mean Equity Risk Premium Based Studies
Using Holding Period Returns and

Projected Market Appreciation of the S&P Utility Index

Implied Equity Risk
Line No. Premium

Equity Risk Premium based on S&P Utility Index
Holding Period Returns (1):

1. Historical Equity Risk Premium 416 %
) Regression of Historical Equity Risk Premium
' (2) 6.04
3 Forecasted Equity Risk Premium Based on
' PRPM (3) 5.27
Forecasted Equity Risk Premium based on
4, Projected Total Return on the S&P Utilities
Index (Value Line Data) (4) 6.33
Forecasted Equity Risk Premium based on
5. Projected Total Return on the S&P Utilties
Index (Bloomberg Data) (5) 5.42
6. Average Equity Risk Premium (6) 5.44 9

Notes: (1) Based on S&P Public Utility Index monthly total returns and Moody's Public Utility
Bond average monthly yields from 1928-2020. Holding period returns are
calculated based upon income received {dividends and interest) plus the relative
change in the market value of a security over a one-year holding period.

(2) This equity risk premium is based on a regression of the monthly equity risk
premiums of the S&P Utility Index relative to Moody's A2 rated public utility bond
yields from 1928 - 2020 referenced in note 1 above.

(3) The Predictive Risk Premium Model (PRPM) is applied to the risk premium of the
monthly total returns of the S&P Utility Index and the monthly y1elds on Moody's
A2 rated public utility bonds from January 1928 - February 2022.

(4} Using data from Value Line for the S&P Utilities Index, an expected total return of
10.69% was derived based upon expected dividend yields and long-term earnings
growth estimates as a proxy for capital appreciation. Subtracting the expected A2
rated public utility bond yield of 4.36% results in an expected equity risk premium
0f 6.33%. (10.69% - 4.36 = 6.33%)

(5) Using data from the Bloomberg Professional Service for the S&P Utilities Index, an
expected total return of 9.78% was derived based upon expected dividend yields
and long-term earnings growth estimates as a proxy for capital appreciation.
Subtracting the expected A2 rated public utility bond yield of 4.36% results in an
expected equity risk premium of 5.42%. (9.78% - 4.36 = 5.42%)

(6) Average of lines 1 through 5.
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Oncor Electric Delivery Company LLC
Prediction of Equity Risk Premiums Relative to
Moody's A2 Rated Utility Bond Yields

10.00
8.00
X y =-0.4839x + 7.6347
e 000 R? = 0.8352
3
£ 400 N
2 200 - Co e TS T
[ ’ oS
> Coe T .
g e Voo S r— —. \\* -1
u 3.00 6.00 9.00 12.00 15000 18.00
(2.00) Lo
(4.00) | )
A Rated Moody's Bond Yield (%)
Prospective
A2 Rated Prospective
Utility Bond Equity Risk
Constant Slope (1) Premium
7.6347 % -0.4839 436 % 552 %
Notes:

(1) From line 3 of page 3 of this Exhibit.

Source of Information: Regulatory Research Associates
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Oncor Electric Delivery Company LLC
Indicated Common Equity Cost Rate Through Use
of the Traditional Capital Asset Pricing Model (CAPM) and Empirical Capital Asset Pricing Model (ECAPM)

Iy (2] (3] [4] (5] (6] {71 (8]

Value Line Traditional Indicated
Proxy Group of Fourteen Electric Adjusted Bloomberg Average Market Risk Risk-Free CAPM Cost ECAPM Cost Common

Companies Beta Adjusted Beta Beta Premium (1) Rate (2) Rate Rate Equity Cost

Alliant Energy Corporation 0.85 0.91 0.88 9.84 % 289 % 11.55 % 11.84 % 11.69 %
Ameren Corporation 0.80 0.88 0.84 9.84 2.89 11.15 11.55 11.35
American Electric Power Company, Inc. 0.75 0.90 0.82 9.84 2.89 10.96 11.40 11.18
Duke Energy Corporation 0.85 0.82 0.83 9.84 2.89 11.05 11.47 11.26
Edison International 0.95 1.05 1.00 9.84 2.89 12.73 12.73 12.73
Entergy Corporation 0.95 1.10 1.03 9.84 2.89 13.02 12.95 12.99
Evergy, Inc. 0.95 0.99 097 9.84 2.89 12.43 12.51 12.47
Eversource Energy 0.90 0.98 0.94 9.84 2.89 12.14 12.28 1221
IDACORP, Inc. 0.80 0.92 0.86 9.84 2.89 11.35 11.69 11.52
NorthWestern Corporation 0.95 1.16 1.05 9.84 2.89 13.22 13.10 13.16
OGE Energy Corporation 1.05 1.20 1.12 9.84 2.89 1391 13.61 13.76
Portland General Electric Company 0.90 0.93 0.92 9.84 2.89 11.94 12.14 12.04
The Southern Company 0.95 1.04 0.99 9.84 2.89 12.63 12.65 12.64
Xcel Energy Inc. 0.80 0.84 0.82 9.84 2.89 10.96 1140 11.18

Mean 0.93 12.07 % 12.24 % 1216 %

Median 0.93 12.04 % 1221 % 1213 %

Average of Mean and Median 0.93 12.06 % 12.23 % 12.15 %

Notes on page 2 of this Exhibit
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Exhibit DWD-5

Page

Oncor Electric Delivery Company LLC
Notes to Accompany the Application of the CAPM and ECAPM

Notes.
(1) The market risk premum (MRP) 1s dertved by using six different measures from three sources: Ibbotson, Value Line, and
Bloomberg as llustrated below:
Historical Data MRP Estimates:
Measure 1: Ibbotson Arithmetic Mean MRP (1926-2020)
Arithmetic Mean Monthly Returns for Large Stocks 1926-2020:
Arithmetic Mean Income Returns on Long-Term Government Bonds:

MRP based on Ibbotson Historical Data:

Measure 2: Application of a Regression Analysis to Ibbotson Historical Data
(1926-2020)

Measure 3: Application of the PRPM to Ibbotson Historical Data:
(January 1926 - February 2022)

Value Line MRP Estimates:
Measure 4: Value Line Projected MRP (Thirteen weeks ending March 18, 2022)
Total projected return on the market 3-5 years hence*.
Projected Risk-Free Rate (see note 2}
MRP based on Value Line Summary & Index:
*Forecasted 3-5 year capital appreciation plus expected dividend yield
Measure 5: Value Line Projected Return on the Market based on the S&P 500
Total return on the Market based on the S&P 500:
Projected Risk-Free Rate (see note 2):
MRP based on Value Line data
Measure 6. Bloomberg Projected MRP
Total return on the Market based on the S&P 500:
Projected Risk-Free Rate (see note 2):

MRP based on Bloomberg data

Average of Value Line, Ibbotson, and Bloomberg MRP-

(2) Forreasons explamed in the direct testimony, the appropriate risk-free rate for cost of capital purposes s the average forecast of 30

20f2

12.20
5.05

7.15
9.38

9.03

11.39
2.89

8.50

16.14
2.89

13.25

14.60
2.89

11.71

9.84

year Treasury Bonds per the consensus of nearly 50 economusts reported in Blue Chip Financial Forecasts. (See pages 10-11 of

Exhibit DWD-4.) The projection of the risk-free rate is illustrated below:

First Quarter 2022
Second Quarter 2022
Third Quarter 2022
Fourth Quarter 2022
First Quarter 2023
Second Quarter 2023
2023-2027
2028-2032

2.89

(3) Average of Column 6 and Column 7.

Sources of Information:
Value Line Summary and Index
Blue Chip Financial Forecasts, March 1, 2022 and December 1, 2021
Stocks, Bonds, Bills, and Inflation - 2021 SBBI Yearbook, John Wiley & Sons, Inc.
Bloomberg Professional Services

2.20
2.50
2.60
2.70
2.90
3.00
3.40
3.80

%

%

%

%

%

%

%

%

%

%

%

%

%
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Oncor Electric Delivery Company LLC
Basis of Selection of the Group of Non-Price Regulated Companies
Comparable in Total Risk to the Utility Proxy Group

The criteria for selection of the Non-Price Regulated Proxy Group was that the non-price
regulated companies be domestic and reported in Value Line Investment Survey (Standard
Edition).

The Non-Price Regulated Proxy Group companies were then selected based on the
unadjusted beta range of 0.65 - 0.93 and residual standard error of the regression range of
2.5237 - 3.0101 of the Utility Proxy Group.

These ranges are based upon plus or minus two standard deviations of the unadjusted
beta and standard error of the regression. Plus or minus two standard deviations captures
95.50% of the distribution of unadjusted betas and residual standard errors of the regression.

The standard deviation of the Electric Utility Proxy Group’s residual standard error of the
regression is 0.1216. The standard deviation of the standard error of the regression is
calculated as follows:

Standard Deviation of the Std. Err. of the Regr. = Standard Error of the Regression

V2N

where: N = number of observations. Since Value Line betas are derived from weekly price
change observations over a period of five years, N = 259

Thus, 0.1216 = 2.7669 = 2.7669
4518 22,7596

Source of Information: Value Line, Inc., March 2022
Value Line Investment Survey (Standard Edition)
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Page 2 of 3
Oncor Electric Delivery Company LLC
Basis of Selection of Comparable Risk
Domestic Non-Price Regulated Companies
(1] (2] (3] [4]
Residual
Value Line Standard Standard
Proxy Group of Fourteen Electric Adjusted Unadjusted Error of the Deviation
Companies Beta Beta Regression of Beta
Alliant Energy Corporation 0.85 0.71 2.6953 0.0667
Ameren Corporation 0.80 0.69 2.5235 0.0624
American Electric Power Company, Inc. 0.75 0.58 2.6108 0.0646
Duke Energy Corporation 0.85 0.75 2.6859 0.0664
Edison International 0.95 0.91 3.2986 0.0816
Entergy Corporation 0.95 0.86 2.7525 0.0681
Evergy, Inc. 0.95 0.85 3.0574 0.0778
Eversource Energy 0.90 0.82 3.0252 0.0748
IDACORP, Inc. 0.80 0.67 2.5897 0.0641
NorthWestern Corporation 0.95 0.89 2.7299 0.0675
OGE Energy Corporation 1.05 1.03 2.6847 0.0664
Portland General Electric Company 0.85 0.77 2.7744 0.0686
The Southern Company 0.95 0.87 2.6353 0.0652
Xcel Energy Inc. 0.80 0.65 2.6727 0.0661
Average 0.8% 0.79 2.7669 0.0686
Beta Range (+/- 2 std. Devs. of Beta) 0.65 0.93
2 std. Devs. of Beta 0.14
Residual Std. Err. Range (+/- 2 std.
Devs. of the Residual Std. Err.) 2.5237 3.0101
Std. dev. of the Res. Std. Err. 0.1216
2 std. devs, of the Res. Std. Err. 0.2432

Source of Information:

Valueline Proprietary Database, March 2022
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Oncor Electric Delivery Company LLC

Proxy Group of Non-Price Regulated Companies
Comparable 1n Total Risk to the

Proxy Group of Fourteen Electric Companies

(1] [2] (3 4]
Residual
Value Line Standard Standard

Proxy Group of Forty-Eight Non-Pnice Adjusted Unadjusted Error of the Deviation of
Regulated Companies Beta Beta Regression Beta
Agilent Technologies 0.90 0.78 2.7005 0.0668
Abbott Labs 0.90 0.82 2.8039 0.0694
Analog Devices 0.95 088 2.8212 0.0698
Assurant Inc. 0.90 0.84 2.7387 0.0677
Smith (A.0)) 0.85 0.77 2.8592 0.0707
Air Products & Chem. 0.90 0.79 2.6168 0.0647
Brown-Forman 'B’ 0.90 0.80 2.7317 0.0676
Ball Corp. 0.95 0.91 2.8617 0.0708
Bristol-Myers Squibb 0.85 0.75 2.9154 0.0721
Broadridge Fin'l 0.85 0.73 2.7513 0.0681
Brady Corp. 1.00 0.92 2.7776 0.0687
CACI Int'l 0.90 0.84 2.8642 0.0709
Cerner Corp. 0.90 0.80 2.6984 0.0667
Chemed Corp. 0.85 070 2.8432 0.0703
CSW Industrials 0.90 0.80 2.8686 0.0710
Danaher Corp. 0.80 0.68 2.5298 0.0626
Dolby Labs. 0.95 0.88 2.6074 0.0645
Exponent, Inc. 0.90 0.79 3.0005 0.0742
FactSet Research 095 0.92 27561 0.0682
GATX Corp. 0.95 0.88 2.9561 0.0731
Gentex Corp 0.95 0.89 2.7619 0.0683
Alphabet Inc. 0.90 0.79 2.5405 0.0628
Ingrechon Inc. 095 0.85 2.7688 0.0685
Hunt (J.B.) 0.95 0.91 2.8935 0.0716
J&] Snack Foods 0.95 0.86 3.0009 0.0742
Henry (Jack) & Assoc 0.85 0.70 2.9159 0.0721
McCormick & Co. 0.80 0.65 2.8247 0.0699
Monster Beverage 085 0.75 2.9659 0.0734
Motorola Solutions 0.90 0.79 2.6488 0.0655
Mettler-Toledo Int'l 0.95 0.91 2.8032 0.0693
Northrop Grumman 085 0.75 2.9830 0.0738
0Old Dominion Freight 095 0.86 29874 0.0739
Pfizer, Inc 0.80 0.65 2.6589 00658
Packaging Corp. 095 0.89 2.8411 0.0703
Post Holdings 0.95 087 2.8860 0.0714
RLI Corp. 080 0.65 28568 0.0707
Service Corp. Int'l 0.95 088 27221 0.0673
Sherwin-Wilhams 0.90 0.84 2.5345 0.0627
Selective Ins. Group 0.90 0.81 2.9172 0.0722
Sirius XM Holdings 0.95 0.85 2.9761 0.0736
Sensient Techn. 0.90 0.82 2.6687 0.0660
Thermo Fisher Sci. 0.85 070 26150 0.0647
Texas Instruments 0.85 0.76 2.6869 0.0665
AMERCO 0.95 090 2.7432 0.0679
UniFirst Corp 095 0.90 27175 0.0672
VeriSign Inc. 0.90 0.79 2.6081 0.0645
Waters Corp. 0.95 0.88 2.8517 0.0705
Watsco, Inc. 0.85 0.74 2.6836 0.0664
Average 090 081 27900 00700
Proxy Group of Fourteen Electric

Companies 0.89 0.79 2.7669 0.0686

Source of Information:

Valueline Proprietary Database, March 2022

Exhibit DWD-6
Page 30f3
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Comparable Earnings:
New Life for an Old Precept

by
Frank J. Hanley
Pauline M. Ahern

Reprinted from the American Gas Association’s Financial Quarterly Review
Summer 1994 edition, Arlington, Va,
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Gomparable Earnings: New Life for an Old Precept

ccelerating deregulation has

greatly increased the invest-

ment risk of natural gas utili-
ties. As a result, the authors believe
it more appropriate than ever to
employ the comparable earnings
model. We believe our application of
the model overcomes the greatest
traditional objection 10 it — lack of
comparability of the selected non-
wtility proxy firms. Our illustration
focuses on a target gas pipeline com-
pany with a beta of 0.96 — almost
equal 1o the market's beta of 1.00

Introduction

The comparable eamings model used
to delermine a common equity cost rate
is deeply rooted in the standard of “cor-
responding risk” enunciated in the land-
mark Bluefield and Hope decisions of
the U.S. Supreme Court ! With such
solid grounding in the foundations of rate
of return regulation, comparable earnings
should be accepted as a principal model,
along with the currently popular market-
based models, provided that its most
common criticism, non-comparability of
the proxy companies, is overcome.

Our comparable earnings model
overcomes the non-comparability issue
of the non-utility firms selected as a
proxy for the target utility, in this exam-
ple, a gas pipeline company. We should
note that in the absence of common
stock prices for the target utility (as with
a wholly-owned subsidiary), it is appro-
priate to use the average of a proxy
group of similar risk gas pipeline com-
panies whose common stocks are active-
ly traded. As we will demonstrate, our
selection process results in a group of
domestic, non-utility firms that is com-
parable in tota] risk, the sum of business
and financial risk, which reflects both
non-diversifiable systematic, or market,
risk as well as diversifiable unsystemat-
ic, or firm-specific, risk.

Frank J. Hanley is president of AUS Consultants — Utility Services
Group. He has testified in several hundred rate proceedings on the sub-
Ject of cost of capital before the Federal Energy Regulatory Commis-
sion and 27 state regulatory commissions. Before joining AUS in 1971,
he was an assistant treasurer of a mumber of operating companies in
the American Water Works System, as well as a financial planning offi-
cer with the Philadelphia National Bank. He is a Certified Rate of
Return Analyst.

Pauline M. Ahern is a senior financial analyst with AUS Consultants
— Utility Services Group. She has participated in many cost-of-capital
studies. A former employee of the U.S. Department of the Treasury and
the Federal Reserve Bank of Boston, she holds an MBA degree from

Rutgers University and is a Certified Rate of Return Analyst.

Embedded in the
Landmark Decisions

As stated in Bluefield in 1922: “A
public utility is entitled to such rates as
will permit it to earn a return . on
investments in other business undertak-
ings which are attended by correspond-
ing risks and uncertainties ...”

In addition, the court stated in Hope
in 1944: “By that standard the return to
the equity owner should be commensu-
rate with returns on investments in other
enterprises having corresponding risks "

Thus, the “corresponding risk™ pre-

Financial Quarterly Review » Summer 1994 « page 4

cept of Bluefield and Hope predates the
use of such market-based cost-of-equity
models as the Discounted Cash Flow
(DCF) and Capital Asset Pricing
(CAPM), which were developed later
and are currently popular in rate-
basefrate-of-return regulation Conse-
quently, the comparable earnings model
has a longer regulatory and judicial his-
tory. However, it has far greater rele-
vance now than ever before in its hist~
ory because significant deregulation has
substantially increased natural gas utili-
ties' investment risk to a level similar to
that of non-utility firms. As a result, it is
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more important than ever to look to
similar-risk non-utility firms for insight
into common equity cost rate, especially
in view of the deficiencies inherent in
the currently popular market-based cost
of common equity models, particularly
the DCF model.

Despite the fact that the landmark
decisions are still regarded as having set
the standards for determining a fair rate
of return, the comparable earnings
model has experienced decreased usage
by expert witnesses, as well as less reg-
ulatory acceptance over the years. We
believe the decline in the popularity of
the comparable earnings model, in large
measure, is attributable to the difficulty
of selecting non-utility proxy firms that
regulators will accept as comparable to
the target utility. Regulatory acceptance
is difficult to gain when the selection
process is arbittary. Our application of
the model is objective and consistent
with fundamental financial tenets.

Principles of
Comparabie Earnings

Regulation is a substitute for the
competition of the marketplace More-
over, regulated public utilities compete
in the capital markets with all firms,
including unregulated non-utilities. The
comparable earnings model is based
upon the opportunity cost principle; i.e,
that the true cost of an investment is the
return that could have been earned on
the next best available alternative
investment of similar risk Conse-
quently, the comparable earnings model
is consistent with regulatory and finan-
cial principles, as it is a surrogate for
the competition of the marketplace, and
investors seek the greatest available rate
of return for bearing similar risk.

The selection of comparable firms is
the most difficult step in applying the
comparable earnings model, as noted by
Phillips? as well as by Bonbright,
Danielsen and Kamerschen 3 The selec-
tion of non-utility proxy firms should
result in a sufficiently broad-based
group in order to minimize the effect of
company-specific aberrations How-

ever, if the selection process is arbi-
trary, it likely would result in a proxy
group that is too broad-based, such as
the Standard & Poor’s 500 Composite
Index or the Value Line Industrial Com-
posite. The use of such groups would
require subjective adjustments to the
comparable earnings results to reflect
risk differences between the group(s)
and the target utility, a gas pipeline
company in this example

futhors’ Selection Griteria

We base the selection of comparable
non-utility firms on market-based,
objective, quantitative measures of risk
resulting from market prices that sub-
sume investors’ assessments of all ele-
ments of risk. Thus, our approach is
based upon the principle of risk and
return; namely, that firms of compara-
ble risk should be expected to earn com-
parable returns It is also consistent with
the “cortesponding risk” standard estab-
lished in Bluefield and Hope We mea-
sure total investment risk as the sum of
non-diversifiable systematic and diver-
sifiable unsystematic risk. We use the
unadjusted beta as a measure of system-
atic risk and the standard error of the
estimate (residual standard error) as a
measure of unsystematic risk. Both the
unadjusted beta and the residual stan-
dard error are derived from a regression
of the target utility's security returns
relative to the market’s returns, which
takes the general form:

re =gt b, +e,

where:

b 1th observation of the ith
wility’s rate of return
1th observation of the

i

Tme =
market's rate of return
e, = tth random error term
a; = constant least-squares
regression coefficient
b, = least-sguares regression

slope coefficient, the
unadjusted beta.

As shown by Francis,* the total vari-
ation or risk of a firm’s return, Var (r),
comes from two sources:

Var (r;)= total risk of ith asset

Financial Quarierly Review * Suwmmer 1994 « page 5

= var(a, + by, + &)
substituting (a; + by, + €)

for r;
= var(b,r,) + var (e) since
var(a;) =0

]

b2 var(r,) + var (e}
since var(b;r,,) = b7
var(r,)
= gystematic +
unsystematic risk

Francis® also notes: “The term
O 2(r)|r,) is called the residual variance
around the regression line in statistical
terms or unsystematic risk in capital
market theory language. G2 (r|r,) = ..
= var (e). The residual variance is the
squared standard error in regression lan-
guage, a measure of unsystematic risk.”
Application of these criteria results in a
group of non-utility firms whose aver-
age total investment risk is indeed com-
parable to that of the target gas pipeline.

As a measure of systematic risk, we
use the Value Line unadjusted beta. Beta
measures the extent to which market-
wide or macro-economic events affect a
firm’s stock price We use the unad-
justed beta of the target utility as a start-
ing point because it results from the
regression of the target utility's security
returns relative to the market's returns.
Thus, the resulting standard deviation of
beta relates to the unadjusted beta We
use the standard deviation of the unad-
justed beta to determine the range
around it as the selection criterion based
on systematic risk.

We use the residual standard error of
the regression as a measure of unsys-
tematic risk The residual standard error
reflects the extent to which events spe-
cific to the firm's operations affect a
firm’s stock price Thus, it is a measure
of diversifiable, unsystematic, firm-
specific risk.

An Hlustration
of Authors’ Approach

Step One: We begin our approach
by establishing the selection criteria as a
range of both unadjusted beta and resid-
ual standard error of the target gas

continued on page 6
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pipeline company.

As shown in table 1, our target gas
pipeline company has a Value Line
unadjusted beta of 0.80, whose standard
deviation is 0.1250. The selection crite-
rion range of unadjusted beta is the
unadjusted beta plus (+) and minus (-)
three of its standard deviations. By
using three standard deviations, 99.73
percent of the comparable unadjusted
betas is captured

Three standard deviations of the tar-
get utility’s unadjusted beta equals 0.38
(0.1250 x 3 = 03750, rounded 1o 0.38)
Consequently, the range of unadjusted
betas to be used as a selection criteria is
0.52 - 128 (0.52 =090 - 0.38) and
(1.28 = 0.90 + 0.38).

Likewise, the selection criterion
range of residual standard error equals
the residual standard error plus (+) and

minus (-) three of its standard devia-
tions. The standard deviation of the
residual standard error is defined as:
O/V2N

As also shown in table 1, the target
gas pipeline company has a residual
standard error of 3.7867. According to
the above formula, the standard deviation
of the residual standard error would be
0.1664 (0.1664 = 3.7867/v2(259) =
3 7867/22.7596, where 259 = N, the
number of weekly price change obser-
vations over a period of five years).
Three standard deviations of the target
utility's residual standard error would
be 0.4992 (0.1664 x 3 = .4992). Conse-
quently, the range of residual standard
errors to be used as a selection criterion
is 3.2875 - 42859 (3.2875 = 3.7867 -
0.4992) and (4.2859 = 3 7867 +
0.4992)

Step Two: The step one criteria are
applied to Value Line's data base of
nearly 4,000 firms for which Value Line
derives unadjusted betas and residual
standard errors on a weekly basis All
firms with unadjusted betas and residual
standard errors within the criteria ranges
are then selected

Step Three: In the regulatory
ratemaking environment, authorized
corunon equity return rates are applied
to a book-value rate base. Thus, the
earnings rates on book common equity,
or net worth, of competitive, non-utility
firms are highly relevant provided those
firms are indeed comparable in total
risk to the target gas pipeline. The use
of the return rates of other utilities has
no relevance because their allowed, and
hence subsequently achieved, earnings
rates are dependent upon the regulatory

/i Line Inveslmenfs rvey

"rat’é of refurn on net worth.

A-year;. B-year -year

185%

126%

Vialue Line /nvesbnen! Survey The non-uml
3 BYSt 4.2859. '
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process Conseqguently, we believe all
utilities must be eliminated to avoid cir-
cularity. Moreover, we believe non-
domestic firms must be eliminated
because their reporting methods differ
significantly from U.S. firms.

Step Four: We then eliminated
those firms for which Value Line does
not publish a “Ratings & Report” in
Value Line Investment Survey so that
the historical and projected returns on
net worth® are from a consistent source.
We use historical returns on net worth
for the most recent five years, as well as
those projected three to five years into
the future. We believe it is Jogical to
evaluate both historical and projected
return rates because it is reasonable to
assume that investors avail themselves
of both when they are available from
widely disseminated information ser-

vices, such as Value Line Inc. The use
of Value Line’s return rates on net
worth understates the common equity
1eturn rates for two reasons. First, pre-
ferred stock is included in net worth
Second, the net worth return rates are as
of the end of each period. Thus, the use
of average common equity return rates
would yield higher resuits

Step Five: Median returns based on
the historical average three, four and
five years ending 1992 and projected
1996-1998 or 1997-1999 rates of return
on net worth are then determined as
shown in columns 4 through 7 of table
1. The median is used due to the wide
variations and skewness in rates of
return on net worth for the non-utility
firms as evidenced by the frequency
distributions of those returns as shown
in {Hustration 1.

© 703 Rates of Retirm on Net WDl:lh
orthe Proxy Grotip of 248 Non-Utility Co

Financial Quarterly Review + Summer 1994 » page 7

However, we show the average
unadjusted beta, 0 92, and residual stan-
dard error, 3.7705, for the proxy group
in columns 2 and 3 of table | because
their frequency distributions are not sig-
nificantly skewed, as shown in illus-
tration 2

Step Six: Our conclusion of a com-

continued on page 8
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parable earnings cost rate is based upon
the mid-point of the average of the
median three-, four- and five-year his-
torical rates of return on net worth of
12 1 percent as shown in column 5 and
the median projected 1996-1998/1997-
1999 rate of return on net worth of 155
percent as shown in column 7 of table 1.
As shown in colurn 8, itis 13 § percent.

Summary

Our comparable earnings approach
demonstrates that it is possible to select
a proxy group of non-utility firms that is
comparable in total risk to a target util-
ity. In our example, the 13.8 percent
comparable earnings cost rate is very
conservative as it is an expected
achieved rate on book common equity
(a regulatory allowed rate should be

greater) and because it is based on end-
of-period net worth A similar rate on
average net worth would be about 20 to
40 basis points higher (i e, 14.0 10 14.2
percent) and still understate the appro-
priate regulatory allowed rate of return
on book common equity.

Our selection criteria are based upon
measures of systematic and unsystemat-
ic risk, specifically unadjusted beta and
residual standard error. They provide
the basis for the objective selection of
comparable non-utility firms. Our selec-
tion criteria rely on changes in market
prices over approximately five years
We compare the aggrepgate total risk, or
the sum of systermatic and unsystematic
risk, which reflects investors’ aggregate
assessment of both business and finan-
cial risk. Thus, no adjustments are nec-
essary to the proxy group results to

s
S companzes and assocmtes and .‘i; for oLher custo

Financial Quarierly Review « Summer 1994 « page 8

compensate for the differences in busi-
ness risk and financial risk, such as
accounting practices and debt/equity
ratios. Moreover, it is inappropriate to
atternpt a comparison of the target utility

with any individual firm, or subset of

firms, in the proxy group because only
the average firm of the group is relevant.

Because the comparable earnings
model is firmly anchored in the “corre-
sponding risk” precept established in
the Jandmark court decisions, it is wor-
thy of consideration as a principal
mode! for use in estimating the cost rate
of common equity capital of a regulated
utility. Our approach to the comparable
earnings model produces a proxy group
that is indeed comparable in total risk
because the selection process is objec-
tive and quantitative It therefore over-
comes criticism linked to arbitrary
selection processes.

All cost-of-common-equity models,
including the DCF and CAPM, are
fraught with deficiencies, usually stemn-
ming from the many necessary but unre-
alistic assumptions that underlie them.
The effects of the deficiencies of indi-
vidual models can be mitigated by using
more than one model when estimating a
utility's common equity cost rate
Therefore, when the non-comparability
issue is overcome, the comparable earn-
ings mode] deserves to receive the same
consideration as a primary model, as do
the currently popular market-based
models. W

\Bluefield Water Works Improvement Co v Pub-
tic Service Commission. 262U S 679 (1922) and
Federal Power Commission v Hope Natral Gas
Co. 320U S 519 (1944)

2Charles F Phillips Jr, The Regulation of Public
Utilities: Theory and Practjce, Public Utilities
Reports Inc . 1988. p 379

33ames C Bonbright. Albert 1 Danielsen and
David R Kamerschen. Principles of Public Utili-
ties Rates. 2nd edition. Public Utilities Reports
Inc 1988,p 329

43ack Clark Francis. [nyestments; Analysis and
Management, 3rd edition. McGraw-Hil] Book
Co, 1980, p 363

Sid.p 548

SReturns on net worth must be used when
relying on Value Line data because retums on
baok common equity for non-wtility firms are

not available from Value Line

P
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Beta Measurements The beta coefficient is an index of systematic risk. Beta
coefficients may be used for ranking the systematic risk of different assets. If
the beta is larger than 1, b > 1.0, then the asset is more volatile than the market
and is called an aggressive asset. If the beta is less than 1, b < 1.0, the asset
is a defensive asset; its price fluctuations are less volatile than the market’s.
Figure 10-1 illustrates the characteristic lines for three different assets that have
low, medium, and high levels of beta (or undiversifiable risk).

Figure 10-2 shows that IBM is a stock with an average amount of systematic
risk. IBM's beta of 1.02 indicates that its return tends to increase 2 percent
more than the return on the market average when the market is rising. When
the market falls, IBM’s return tends to fall 2 percent more than the market’s,
The characteristic line for IBM has an above average correlation coefficient of
p = .7495, indicating that the returns on this security follow its particular
characteristic line slightly more closely than those of the average stock.

Total risk can be measured by the variance of returns, denoted Var(r). This
measure of total risk is partitioned into its systematic and unsystematic com-
ponents in Equation (10-8).7

Var(r,) = total risk of ith asset

Var(a; + b,rmi + €4)

by substituting (a; + b,r,, + e.,) for r;,
0 + Var(b,r..) + Var(e,,)

since Var(a;) = 0 (10-8)

b} Var(r,,) + Var(e) since Var(b,r,) = b? Var(r,,)
systematic + unsystematic risk (10-8a)

01389 = .00780 + .00609 for IBM

The unsystematic risk measure Var(e) is called in regression language the
residual variance or, synonymously, the standard error squared.

it

]

Var(ry)

1l

Undiversifiable Propottion The percentage of total risk that is systematic can
be measured by the coefficient of determination p? (that is, the characteristic
line's squared correlation coefficient).

7In this context, partition is a technical statistical term that means to divide the total
variance into mutually exclusive and exhaustive pieces. This partition is only possible
if the returns from the market are statistically independent from the residual error terms
that occur simultaneously, Cov{tu ,, €.) = 0. The mathematics of regression analysis
will orthogonalize the residuals and thus ensure that the needed statistical independence
exists.

Exhibit DWD-8
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274 Part 2 Introduction 1o investments Theory

Systematic risk b7 Var(r,)

Total isk  Var(r,) P (10-9)
007802 (1.021)% (.00749) _
01389 00749 = 5617 x 100 = 56.17% for IBM

Diversifiable Proporfion The percentage of unsystematic risk equals (1.0 —
P2
Unsystematic risk  Var(e)

= —_ — 2
Total risk Variry = 10 =99
00609
Shag = (-0 = 5617) = 438 x 100 (10-10)

43.8% unsystematic for IBM

Studies of the characteristic lines of hundreds of stocks listed on the NYSE
indicate that the average correlation coefficient is approximately p = .5.% This
means that about p? = 25 percent of the total variability of return in most
NYSE securities is explained by movements in the market.

NYSE

average BM
Systematic risk: p* .25 5617
Unsystematic risk: (1.0 — p?) 15 4383
Total nisk: 100% 1.00 1.0000

As explained above, systematic changes are common to all stocks and are
therefore undiversifiable.

A primary use of the characteristic line (or market model, or the single-index
model, as it is also called) is to assess the risk characteristics of one asset.’
The statistics in Table 10-2, for instance, indicate that IBM's common stock
1s slightly more risky than the average common stock in terms of total risk and

8The average p was found to be about .5, as reported in Marshall Blume, “‘On the
Assessment of Risk,” Journal of Finance, March 1971, p. 4. For similar estimates, see
J. C. Francis, ‘‘Statistical Analysis of Risk Surrogates for NYSE Stocks,”” Jowrnal of
Financial and Quantitative Analysis, Dec. 1979.

*Professor Jensen reformulated the characteristic line in a risk-premium form. See
M. C Jensen, ‘“The Performance of Mutual Funds in the Period 1945 through 1964,"
Journal of Finance, May 1968, pp. 389-416. See also M. C. Jensen, ‘‘Risk, the Pricing
of Capital Assets, and the Evaluation of Investment Portfolios,”” Journal of Business,
vol. XLII, 1969. Jensen interprets the alpha intercept term of the characterstic line, as
he formulates it, as an investment performance measure. [t has been suggested that
Jensen’s performance measure is biased. See Keith V. Smith and Dennis A. Tito, *‘Risk-
Return Measures of Ex-Post Portfolio Performance,” Journal of Financial and Quan-
titative Analysis, Dec. 1969, vol. IV, no. 4, p. 466.
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systematic risk.!® New risk measurements must be made periodically, however,
because the risk and return of an asset may change with the passage of time.!!

10-3

CAPITAL ASSET PRICING MODEL (CAPM)

An old axiom states ‘‘there is no such thing as a free lunch.”” This means that
you cannot expect to get something for nothing—a rule that certainly applies
to investment returns. Investors who want to earn high average rates of return
must take high risks and endure the associated loss of sleep, the possibility of
ulcers, and the chance of bankruptcy. The question to which we now turn is:
Should investors worry about total risk, undiversifiable nisk, diversifiable risk,
or all three?

In Chapter 1 it was suggested that investors should seek investments that
have the maximum expected return in their risk class. Their happiness from
investing is presumed to be derived as indicated in the expected utility E(U)
function below.

E(U) = flE®, o]

The investment preferences of wealth-seeking risk-averse investors represented
by the function above cause them to maximize their expected utility (or, equiv-
alently, happiness) by (1) maximizing their expected return in any given risk
class, aE(U)/OE(r) > 0, or, conversely, (2) minimizing their total risk at any
given rate of expected return, dE(U)/d0 < 0. However, 1n selecting individual
assets, mvestors will not be particularly concerned with the asset’s total risk
o. Figure 9-1 showed that the unsystematic portion of total risk can be easily
diversified by holding a portfolio of different securities. But, systematic risk
affects all stocks in the market because it is undiversifiable. Portfolio theory
therefore suggests that only the undiversifiable (or systematic) risk is worth
avoiding.?

9Statements about the relative degree of total risk are made 1n the context of a long-
run horizon—that is, over at least one complete business cycle. Qbviously, an accurate
short-run forecast which says that some particular company will go bankrupt next
quarter makes it more risky than IBM, although IBM may have had more historical
varijability of return.

VEmpirical studies documenting the intertemporal instability of betas have been pub-
lished. Marshall Blume, *Betas and Their Regression Tendencies," Journal of Finance,
June 1975, pp. 785-795. See also ] C. Francis, **Statistical Analysis of Risk Coefficients
for NYSE Stocks,’’ Journal of Financial and Quantitative Analysis, Dec. 1979, vol.
X1V, no. 5, pp. 981-997. An appendix at the end of this chapter reviews some evidence
about shifting betas, standard deviations, and correlations.

2Both the systematic and unsystematic portions of total risk must be considered by
undiversified investors. Entrepreneurs who have their entire net worth invested in one
business, for example, can be bankrupted by a piece of bad luck that could be easily
averaged away to zero in a diversified portfolio. Poorly diversified investors should not
treat diversifiable risk lightly. Only well-diversified investors can afford to ignore div-
ersifiable nisk.

Page 50f 5
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Oncor Electric Delivery Company LLC
Summary of Cost of Equity Models Applied to
Proxy Group of Forty-Eight Non-Price Regulated Companies
Comparable in Total Risk to the
Proxy Group of Fourteen Electric Companies

Proxy Group of
Forty-Eight Non-
Price Regulated

Principal Methods Companies
Discounted Cash Flow Model (DCF) (1) 12.70 %
Risk Premium Model (RPM) (2) 12.73
Capital Asset Pricing Model (CAPM) (3) 12.07
Mean 1250 %
Median 12.70 %
Average of Mean and Median 12.60 %

Notes:
(1) From page 2 of this Exhibit.
(2) From page 3 of this Exhibit.
(3) From page 6 of this Exhibit.

1745



Exhibit DWD-9

Page 2 of 6
Oncor Electric Delivery Company LLC
DCF Results for the Proxy Group of Non-Price-Regulated Companies Comparable in Total Risk to the
Proxy Group of Fourteen Electric Compantes
(1] [2] {3] 5] (6] 7 {8]
Value Line Zack's Five Yahoo! Finance Average
Proxy Group of Forty-Eight Projected Five Year Projected Projected Five Projected Five Adjusted Indicated
Non-Price Regulated Average Year Growth m Growth Rate in Year Growth in Year Growth Dividend Common Equity
Companies Dividend Yield EPS EPS EPS Rate in EPS Yield Cost Rate (1)

Agilent Technologies 060 % 1150 % 900 % 1361 % 1137 % 063 % 1200 %
Abbott Labs. 149 10.00 7.80 1212 997 1.56 11.53
Analog Devices 1.87 11.00 1230 14.71 12,67 1.99 14.66
Assurant Inc 1.70 1550 1770 17.70 16,97 1.84 18.81
Smith (A.0) 1.49 11.00 9.00 8.00 933 1.56 10.89
Arr Products & Chem. 2.45 1200 1220 11.20 11.80 2.59 14 39
Brown-Forman 'B' 112 13.00 NA 7.01 10.01 118 11.19
Ball Corp. 088 21.00 500 1478 13.59 0.94 14,53
Bristol-Myers Squibb 3.28 1250 6.80 5.00 810 3.41 11.51
Broadndge Fin'l 1.63 300 NA 11.80 10.40 171 1211
Brady Coip 1.81 9.50 7.00 700 7.83 188 971
CAClInt'l - 10.50 3.80 240 5.57 - NA
Cerner Corp 117 9.50 12.80 13.52 11.94 124 1318
Chemed Corp 030 950 830 660 813 031 844
CSW Industrials 0st 1400 NA 1200 1300 0.54 13.54
Danaher Corp. 035 2200 2050 1687 1979 0.38 20,17
Dolby Labs 1.21 10.50 13.00 16.00 13.17 129 14 46
Exponent, Inc. 098 12.00 NA 1500 13.50 108 1455
FactSet Reseaich 0.77 9.50 8.40 975 922 0.81 10.03
GATX Corp 1.95 5.50 NA 1200 8.75 2.04 1079
Gentex Corp 151 10.00 12.80 1580 1287 1.61 14.48
Alphabet Inc - 23.50 1980 1410 19.13 - NA
Ingredion inc 2.83 750 NA 10.50 9.00 2.96 11.96
Hunt (J.B.) 0.81 1100 1500 28.04 1801 0.88 18.89
J&] Snack Foods 1.63 850 NA 6.00 725 1.69 894
Henry (Jack) & Assoc Li4 1050 1700 14.00 1383 1.22 1505
McCormick & Co 152 6.00 610 720 643 1.57 800
Monster Beverage - 1300 1590 1401 1430 - NA
Motorola Solutions 134 800 900 14.27 10 42 141 1183
Mettler-Toledo Int'l - 1350 1910 17 80 16 80 - NA
Northrop Grumman 155 750 6.20 4.80 6.17 160 777
Old Domimon Freight 0.38 12 00 1580 24,81 1754 0.41 17,95
Pfizer, Inc 305 1150 1250 103.51 1200 323 1523
Packaging Corp 279 S 00 5.00 16.40 1013 293 1306
Post Holdings - 1650 NA 26,40 2145 - NA
RLI Corp 0.95 1200 NA 9.80 1090 1.00 1190
Service Coip. Int'] 157 650 8.70 7.06 742 163 905
Sherwm-Wilhams 0.83 1150 12 40 1400 1263 088 1351
Selective ins Group 1.40 11.00 NA 1340 12.20 1.49 13.69
Sirius XM Holdings 140 3050 370 975 16.65 152 1817
Sensient Techn 1.90 2.50 NA 3.80 3.15 1.93 508
Thermo Fisher S 021 1550 14.00 1087 13.46 0.22 13 68
Texas Instruments 260 9.00 9.30 1000 9.43 272 1215
AMERCO - 11.50 NA 1500 13.25 - NA
UniFurst Cot p. 064 5.50 NA 10.00 775 0.66 841
VenSign Inc. - 8.50 NA 8.00 8.25 - NA
Waters Corp - 600 850 1000 817 - NA
Watsco, Inc 273 11,00 NA 1500 1300 291 1591

Mean 1278 %

Medtan 1261 %

Average of Mean and Median 1270 %

Source of [nformation

NA= Not Available

NMF= Not Meamingful Figure

{1) The apphcation of the DCF model to the domestic, non-price regulated comparable risk companies 1s identical to the apphication of the DCF to the

Utihty Proxy Group. The dividend yield 1s derived by using the 60 day average price and the spot indicated dividend as of March 18, 2022. The

dividend yield 1s then adjusted by 1/2 the average projected growth rate in EPS, which 1s calculated by aveiaging the 5 year projected giowth in
EPS provided by Value Line, www.zacks.com, and www.yahoo.com {excluding any negative growth rates) and then adding that growth 1ate to the
adjusted dividend yield.

Value Line [nvestment Survey

www.zacks.com Downloaded on 03/18/2022
www . yahoo.com Downloaded on 03/18/2022
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Oncor Electric Delivery Company LLC
Indicated Common Equity Cost Rate
Through Use of a Risk Premium Model

Using an Adjusted Total Market Approach

Line No.
1. Prospective Yield on Baa2 Rated
Corporate Bonds (1)
5 Adjustment to Reflect Bond rating Difference of Non-Price
’ Regulated Companies (2)
3. Adjusted Prospective Bond Yield
4, Equity Risk Premium (3)
5. Risk Premium Derived Common

Equity Cost Rate

Exhibit DWD-9
Page 3 of 6

Proxy Group of Forty-
Eight Non-Price
Regulated
Companies

471 %

(0.12)
459

8.14

12.73 %

Notes: (1) Average forecast of Baa corporate bonds based upon the consensus of nearly 50 economists
reported in Blue Chip Financial Forecasts dated March 1, 2022 and December 1, 2021 (see

pages 10-11 of Exhibit DWD-4). The estimates are detailed below.

First Quarter 2022
Second Quarter 2022
Third Quarter 2022
Fourth Quarter 2022
First Quarter 2023
Second Quarter 2023
2023-2027
2028-2032

Average

390 %
4.20
4.40
4.60
4.80
4.90
5.20
5.70

471 %

(2) The average yield spread of Baa2 rated corporate bonds over A2 corporate bonds for the
three months ending February 2022 . To reflect the Baal average rating of the non-utility
proxy group, the prosepctive yield on Baa2 corporate bonds must be adjusted by 1/3 of the

spread between A2 and Baa2 corporate bond yields as shown below:

A2 Corp. Baa2 Corp.
Bond Yield Bond Yield Spread
Feb-22 3.60 % 3.97 % 037 %
Jan-22 3.25 3.59 0.34
Dec-21 2.97 3.30 0.33
Average yield spread 0.35
1/3 of spread 0.12

(2) From page 5 of this Exhibit.
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Oncor Electric Delivery Company LLC

Comparison of Long-Term Issuer Ratings for the

Exhibit DWD-9

Proxy Group of Forty-Eight Non-Price Regulated Companies of Comparable risk to the

Proxy Group of Fourteen Electric Companies

Page 4 of 6

Moody's Standard & Poor's
Long-Term Issuer Rating Long-Term Issuer Rating
March 2022 March 2022
Numerical Numerical

Proxy Group of Forty-Eight Non- Long-Term Weighting Long-Term Issuer Weighting
Price Regulated Companies Issuer Rating (1) Rating (1)
Agilent Technologies Baa2 90 BBB+ 8.0
Abbott Labs Al 50 AA- 4.0
Analog Devices A3 7.0 A- 70
Assurant Inc, Baa3 10.0 BBB 9.0
Smith (A.0.) NA - NA --
Air Products & Chem. A2 60 A 6.0
Brown-Forman 'B' Al 50 A- 7.0
Ball Corp. Bal 110 BB+ 11.0
Bristol-Myers Squibb A2 60 A+ 5.0
Broadndge Fin'l Baal 80 BBB+ 80
Brady Coip NA - NA -
CACI Int'} NA - BB+ 110
Cerner Corp NA -- NA --
Chemed Corp. WR - NR --
CSW Industrials NA - NA -
Danaher Corp. Baal 8.0 BBB+ 8.0
Dolby Labs, NA - NA --
Exponent, Inc NA - NA -
FactSet Rescarch Baa3 100 NA -
GATX Corp Baa2 90 BBB 90
Gentex Corp. NA - NA -
Alphabet Inc Aa2 30 AA+ 20
Ingredion Inc Baal 8.0 BBB 90
Hunt (JB) Baal 80 BBB+ 8.0
J&} Snack Foods NA - NA .-
Henry (Jack) & Assoc NA - NA --
McCormick & Co Baa2 9.0 BBB 90
Monster Beverage NA - NA -
Motorola Solutions Baa3 100 BBB- 100
Mettler-Toledo Int'l WR - NR --
Northrop Grumman Baal 80 BBB+ 80
0ld Domunion Freight NA - NA -
Pfizer, Inc A2 60 A+ 50
Packaging Corp. Baa2 90 BBB 5.0
Post Holdings B2 150 B+ 14.0
RLI Corp BaaZ 9.0 BBB 90
Service Corp Int'l Ba3 130 BB+ 11.0
Sherwin-Williams Baa?2 90 BBB 2.0
Selective Ins, Group Baa2 90 BBB 9.0
Sirius XM Holdings NA - BB 12.0
Sensient Techn. WR - NR --
Thermo Fisher Sci. A3 7.0 BBB+ 80
Texas {nstruments Aa3 40 A+ 5.0
AMERCO WR - NR -
UniFirst Corp. NA - NA -
VenSign Inc. Baa3 100 BBB 90
Waters Corp. NA - NA -
Watsco, Inc. NA -- NA -
Average Baal 83 BBB+ 8.2

Notes

'

(1) From page 6 of Exhibit DWD-4

Source of Information

Bloomberg Professional Services

1748



Exhibit DWD-8
Page 5 of 6

Oncor Electric Delivery Company LLC
Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for
Proxy Group of Forty-Eight Non-Price Regulated Companies of Comparable risk to the

Proxy Group of Fourteen Electric Companies

Proxy Group of
Forty-Eight Non-
Price Regulated
Line No. Equity Risk Premium Measure Companies

Ibbotson-Based Equity Risk Premiums:

1. Ibbotson Equity Risk Premium (1) 592 %

2. Regression on Ibbotson Risk Premium Data (2) 8.23

3. Ibbotson Equity Risk Premium based on PRPM (3) 8.07
Equity Risk Premium Based on Value Line

4. Summary and Index (4) 7.44
Equity Risk Premium Based on Value Line

5 5&P 500 Companies (5) 12.19
Equity Risk Premium Based on Bloomberg

6. S&P 500 Companies (6) 10.65

7. Conclusion of Equity Risk Premium 8.75 %

8. Adjusted Beta (7) 0.93

9. Forecasted Equity Risk Premium 8.14 %

Notes:

(1) Fromnote 1 of page 9 of Exhibit DWD-4.
(2) From note 2 of page 9 of Exhibit DWD-4.
(3) From note 3 of page 9 of Exhibit DWD-4.
(4) From note 4 of page 9 of Exhibit DWD-4.
(5) Fromnote 5 of page 9 of Exhibit DWD-4.
(6) From note 6 of page 9 of Exhibit DWD-4.
(7) Average of mean and median beta from page 6 of this Exhibit.

Sources of Information:
Stocks, Bonds, Bills, and Inflation - 2021 SBBI Yearbook, John Wiley & Sons, Inc.
Value Line Summary and Index
Blue Chip Financial Forecasts, March 1, 2022 and December 1, 2021
Bloomberg Professional Services

1749



Exhibit DWD-9

Page 6 of 6
Oncor Electnc Delivery Company LLC
Traditional CAPM and ECAPM Results for the Proxy Group of Non-Price-Regulated Companies Comparable in Total Risk to the
Proxy Group of Fourteen Electric Companies
1 (2] (3] [4] (s} (6] 7] (8l
Proxy Group of Forty- Value Line Traditional [ndicated
Eight Non-Price Regulated Adjusted Bloomberg Average Market Risk Risk-Free Rate CAPM Cost ECAPM Cost Common Eguity
Companies Beta Beta Beta Premium (1) (2) Rate Rate Cost Rate (3)
Aglent Technologies 0.90 0.98 0.94 984 % 2.89 % 1214 % 1228 % 12.21 %
Abbott Labs 0.90 0.79 0.84 9.84 289 11.15 11.55 11.35
Analog Devices 095 1.08 1.01 984 2.89 12.83 12,80 1281
Assurant Inc. 0.95 0.93 0.94 9.84 2.89 1214 12.28 1221
Smith (A.0) 085 106 0.95 9.84 289 12.24 12.36 12.30
Alx Products & Chem 0.90 090 0.90 9.84 289 1174 11.99 11.87
Brown-Forman '8’ 090 096 093 9 84 289 1204 1221 1212
Ball Corp 095 102 098 984 289 1253 1258 1255
Bristoi-Myers Squibb 0.85 0.64 074 9.84 289 1017 10.81 10 49
Broadndge Fin'l 0.85 0.85 0.85 9.84 2.89 1125 1162 11.44
Brady Corp 100 117 108 9.84 289 13.51 1332 13.42
CACH Int') 090 0.92 0.91 984 2.89 1184 12 06 1195
Cerner Corp. 0.90 0.75 0.82 9.84 2.89 10.96 11.40 1118
Chemed Corp, 085 0.90 0.88 9.84 289 1155 1184 1169
CSW Industnals 0.90 1.07 0.99 984 2.89 12.63 12.65 12.64
Danaher Corp. 0.80 082 081 984 2.89 10 86 11.33 11.09
Dolby Labs. 0.95 088 091 9.84 2.89 11.84 12.06 11,95
Exponent, Inc 0.90 1.01 0.95 984 289 12.24 1236 12.30
FactSet Research 0.95 0.94 094 9.84 2.89 12.14 12.28 1221
GATX Corp. 0,95 0.97 096 984 289 12.33 12.43 12.38
Gentex Corp. 0.95 109 102 984 2.89 1292 12.87 12,90
Alphabet Inc, 090 098 094 9.84 2.89 1214 1228 1221
Ingredion Inc 090 083 086 9.84 2.89 1135 1169 1182
Hunt(}.B) 095 099 097 984 289 1243 12.51 12 47
J&) Snack Foods 0.95 072 083 984 2.89 1105 1147 1126
Henry (Jack) & Assoc 085 078 082 984 2.89 1096 11,40 1118
McCormick & Co 080 059 0.70 9.84 289 9,78 10.51 10 14
Monster Bevelage 0.85 1.00 092 984 2.89 11.94 12.14 12.04
Motorola Solutions 090 101 095 984 289 12 24 12.36 12 30
Mettler-Toledo Int' 095 110 1.03 9.84 2.89 1302 12.95 1299
Northrop Grumman 0.85 073 079 9.84 2.89 10.66 1118 1092
0Old Dominion Freight 0.95 107 101 9.84 289 1283 12 80 12.81
Pfizer, Inc, 080 0.59 0.69 9.84 289 368 10 44 10 06
Packaging Corp. 0.95 0.82 089 9.84 2.89 11.64 1192 11.78
Post Holdings 0.95 0.81 0.88 9.84 2.89 1155 11.84 11,69
RLI Corp 080 1.02 091 9.84 2.89 11.84 12.06 11.95
Service Corp. Int'l 0.95 1.03 0.99 984 2.89 1263 1265 12.64
Sherwain-Wilhams 090 0.98 094 9.84 2.89 12 14 1228 12.21
Selective Ins. Group 0.90 1.00 0.95 9.84 289 i2.24 1236 12.30
Sirius XM Holdings 0.95 1.01 098 9.84 2.89 12 53 12.58 12 55
Sensient Techn 0.90 099 095 9.84 289 1224 1236 12.30
Thermo Fisher Sa1 085 0.76 0.80 984 289 10.76 1128 1101
Texas Instruments 085 092 089 984 289 1164 1192 11.78
AMERCO 095 113 104 984 289 1312 1302 13.07
Unifirst Corp 0.95 1.10 1.02 984 2.89 12.92 12.87 12.90
VenSign Inc. 090 078 084 9.84 2.89 1115 1155 1135
Waters Corp. 0.95 0.94 0.94 9.84 289 12.14 12.28 12.21
Watsco, Inc. 08S 078 082 984 2.89 1096 1140 11.18
Mean 091 1185 % 12.07 % 1196 %
Median 0.94 12.09 % 1225 % 1217 %
Avelage of Mean and Medran 0.93 1197 % 1216 % 1207 %

Notes

(1) From note 1 of page 2 of Extubat DWD-5.
(2) Fiom note 2 of page 2 of Exhibit DWD-5
(3) Avcrage of CAPM and ECAPM cost rates.
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16/1

Line

Oncor Electric Delivery Company LLC

Ibbotson Assocjates' Size Premia for the Decile Portfolios of the NYSE/AMEX/NASDAQ

Oncor Electric Delivery Company LLC
Dertvation of Investment Risk Adjustment Based upon

Proxy Group of Fourteen Electric Companies

Notes:

&
@

(3
G

1 (2]

Applicable Decile of

4]

Spread from

Market Capitalization on March 18,2022 the NYSE/AMEX/ Applicable Size Applicable Size
1) NASDAQ (2) Premium (3) Premium (4)
(mthons) (times larger)
$ 17,044.578 2 0.49%

$ 27,854.041 16 x 2 0.49% 0.00%

(Al [B] (€] (D]
Size Premium

Market Market (Return in
Capitalization of Capitahization of Excess of
Decile Smallest Company Largest Company CAPM)*
( millions ) ( millions )

Largest 1 $ 29,025.803 $  1,966,078.882 -0.22%
2 13,178 743 28,808.073 0.49%
3 6,743.361 13,177.828 0.71%
4 3,861.858 6,710.676 0.75%
S 2,445 693 3,836.536 1.09%
6 1,591.865 2,444.745 137%
7 911.586 1,591.765 1.54%
8 451.955 911.103 1.46%
9 190.019 451.800 2.29%
Smallest 10 2.194 189.831 501%

*From 2021 Duff & Phelps Cost of Capital Navigator

From page 2 of this Exhibit

Gleaned from Columns [B] and {C] on the bottom of this page. The appropriate decile (Column [A]) corresponds to

the market capitalization of the proxy group, which is found n Column [1].

Corresponding risk premium to the decile is provided i Column [D] on the bottom of this page.
Line No. 1 Column [3] - Line No. 2 Column [3]. For example, the 000% in Column [4], Line No. 2 1s derived as

follows 0.00% = 0.49% - 0 49%.

2o | abey
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FATA

Oncor Electric Delivery Company LLC

Market Capitalization of Oncor Electric Delivery Company LLC and the
Proxy Group of Fourteen Electric Companies

() (2 B3l 4 (5] [6)
Book Value per Closing Stock Market-to- Market
Comon Stock Share at Fiscal Total Common Equity Market Price Book Ratio on Capitalization on
Shares Outstanding at Year End 2021 at Fiscal Year End on March 18, March 18, March 18, 2022
Company Exchange Fiscal Year End 2021 (1) 2021 2022 2022 (2) (3)
{ millions } { mullions ) ( mullions )

Oncor Electric Delivery Company LLC NA NA 8,467.25 (4) NA
Based upon Proxy Group of Fourteen
Electric Companies 2013 (5) $ 17,044.578
Proxy Group of Fourteen Electric
Companies
Alhant Energy Corporation NASDAQ 250.475 $ 23.915 $ 5,990.000 $ 60.310 2522 % $ 15106.119
Ameren Corporation NYSE 257700 37.641 9,700.000 87.850 233.4 22,638.945
American Electric Power Company, Inc. NASDAQ 504.212 44,492 22,433.200 94.070 211.4 47,431.224
Duke Energy Corporation NYSE 769.000 61.553 47,334.000 105.050 170.7 80,783.450
Edison International NYSE 380.378 36572 13,911.000 64.650 1768 24,591.447
Entergy Corporation NYSE 202.653 57.425 11,637.284 109.450 190.6 22,180.391
Evergy, Inc. NYSE 229.300 40.316 9,244.400 64.770 160.7 14,851.755
Eversource Energy NYSE 344.403 42.392 14,599.844 83.430 196.8 28,733.559
IDACORP, Inc. NYSE 50.516 52.823 2,668.436 110.250 208.7 5,569.442
NorthWestern Corporation NASDAQ 57 606 40.616 2,339.713 57.340 141.2 3,303.142
OGE Energy Corporation NYSE 200500 20.231 4,056.300 38.410 189.9 7,701.205
Portland General Electric Company NYSE 89.411 30.276 2,707.000 53.790 177.7 4,809.397
The Southern Company NYSE 1,100.000 25.340 27,874.000 68.030 268.5 74,833.000
Xcel Energy Inc. NASDAQ 544.025 28.697 15,612.000 68.790 239.7 37.423.498
Average 355.727 $ 38.735 $ 13,579.084 $ 76.156 2013 % $  27.854.041

NA= Not Available

Notes (1) Column 3 / Column 1.
(2} Column4/ Column2
(3) Column 1* Column 4.
(4) Requested rate base multiplied by equity ratio.

(5) The market-to-book ratio of Oncor Electric Delivery Company LLC on March 18, 2022 1s assumed to be equal to the market-to-book
ratio of Proxy Group of Fourteen Electric Companies on March 18, 2022 as appropriate

(6) Column [3] multiphed by Column [5].

Source of Information. 2021 Annual Forms 10K

yahoo.finance.com
Bloomberg Professional

~
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Analysis of Moody's Long-Term Issuer Rating and Senior Secured Rating of the Utility Proxy Group

Cornpany
interstate Power and Light Company
Wisconsin Power and Light Company

Ameren llhinots Company
1hinois Power Company
Unton Electric Company
Central llhnois Light Company

ALP Texas Central

AEP Texas Inc.

AEP Texas North

Appalachian Power Company
Columbus Southern Power Company
Indiana Michigan Power Company
Kentucky Power Company

Ohio Power Company

Public Service Company of Oklahoma
Southwestern Electric Power Company
Wheeling Power Company

Duke Energy Carolinas, LLC

Duke Energy Florida, LLC

Duke Energy Indiana, LLC

Duke Energy Kentucky, Inc

Dulke Energy Ohio, Inc

Duke Energy Progress, LLC

Florida Progress Corporation
Piedmont Natural Gas Company, Inc.
Progress Energy, Inc.

Southern Calformia Edison Company

Entergy Arkansas, LLC

Entergy Gulf States Loutsiana, LLC
Entergy Louisiana, LLC

Entergy Mississipp, LLC

Entergy New Orleans, L1.C
Entergy Texas, Inc

Evergy Kansas Central, Inc,
Evergy Kansas South, Inc
Evergy Melro, Inc

Evergy Missours West, Inc

Aguarion Water Company of Connecticut, Inc.

Aqguarion Company

The Connecticut light and Power Company
Eversource Gas Company of Massachusetts
Eversource Gas Company of MA

NSTAR Electric Company

NSTAR Gas Company

Public Service Company of New Hampshire
Yankee Gas Services Company

Idaho Power Company
NorthWestern Corporation
Oklahoma Gas and Electric Company
Portland General Electric Company

Alabama Power Company
Atlanta Gas Light Company
Georgia Power Company
Mississippr Power Company
Southern Company Gas
Southern Company Services, Inc

Northern States Power Company - MN
Northern States Power Company - W1
Public Service Company of Colorado
Southwestern Public Service Company

Notes
(1) Page 6 of Exhibit DWD-4,

Source
S&P Capital IQ

Oncor

cetric Deliver:

ny LLC

Ticker
LNT
LNT

ALE
ALE
AEE
AEE

ALP
AEP
AEP
AEP
AEP
AEP
AEP
AEP
AEP

AEP
DUK
DUK
DUK
DUK
DUK
DUK
DUK
DUK

EIX

IDA
NWE
OGE

POR

XEL
XEL
XEL
XEL

Moody's Moody's
Long-Term Senitor
Issuer Secured
Rating Rating
Baal NA
A3 NA
A3 Al
NA NA
Baal A2
NA Al
Baa2 NA
Baa2 NA
WR WR
Baal NA
A3 NA
A3 NA
Baa3 NA
A3 NA
Baal NA
Baa2 NA
NA NA
A2 Aa3
A3 Al
A2 Aa3
Baal NA
Baal A2
A2 Aa3
NA NA
A3 NA
Baal NA
Baa2 A3
Baal A2
A2
Baal A2
Baal A2
Bai Baa2
Baa2 A3
Baal A2
Baal A2
Baal A2
Baa2 A3
A3 NA
Baa2 NA
A3 Al
Baa2 NA
NA NA
Al NA
NA NA
A3 Al
Baal A2
A3 Al
Baa2 A3
A3 WR
A3 Al
Al WR
WR WR
Baal WR
Baal WR
WR WR
WR NA
A2 Aa3
A2 Aa3
A3 Al
Baa2 A3

Numerical
Weighting (1
8.00 NR
700 NR
7.00 500

NR NR
8.00 600

NR 5.00
900 NR
900 NR

NR NR
800 NR
700 NR
700 NR

1000 NR
700 NR
800 NR
300 NR

NR NR
600 400
700 500
6.00 4,00
8.00 NR
8.00 6.00
600 400

NR NR
700 NR
800 NR
900 7.00
8.00 600

NR 600
800 600
800 600

11.00 300
900 700
800 600
800 600
800 600
900 7.00
7.00 NR
900 NR
7.00 500
300 NR

NR NR
500 NR

NR NR
700 500
800 600
700 500
9.00 700
7 00 NR
7.00 500
500 NR

NR NR
800 NR
800 NR

NR NR

NR NR
600 400
600 4.00
7.00 500
900 700

Exhibit DWD-11

Difference

NI NENENY

[N

[N XIENINY

Page 1 of 1
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Exhibit DWD-12
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2022 RATE CASE
ONCOR ELECTRIC DELIVERY COMPANY LLC
VOLUMINOUS WORKPAPERS FOR
THE DIRECT TESTIMONY OF
DYLAN W. D’ASCENDIS
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WP/D’Ascendis-Direct
Page 1 of 1

The information is voluminous and is being provided in electronic format in compliance
with RFP General Instruction No. 15. Additionally, in accordance with RFP General
Instruction No. 12(c), below is a list of the files that are being provided electronically:

Testimony Workpapers/Voluminous/D’Ascendis

D’Ascendis Exhibits Voluminous WPs.xlsm
D’Ascendis Vol WPs 19-24.pdf
D’Ascendis-Direct-WPs-Cover.doc

1756



INDEX TO THE DIRECT TESTIMONY
OF ALAN S. TAPER, WITNESS FOR
ONCOR ELECTRIC DELIVERY COMPANY LLC

I POSITION AND QUALIFICATIONS ..o 3
I. PURPOSE OF TESTIMONY ....ovitiiiiiiiiiice e 4
. OVERVIEW OF ACCOUNTING AND REGULATORY RULES
FOR PENSIONS ..t 4
V. OVERVIEW OF ACCOUNTING AND REGULATORY RULES
FOR POSTRETIREMENT BENEFITS.......ccooiiiieeeiieiieeee e, 11
V. ADJUSTED TEST YEAR COST ..ooncieeeeee e 19
VI. CONGCLUSION ...ttt 28
AFFIDAVIT oottt 30
EXHIBITS
CONFIDENTIAL EXHIBITS FILED UNDER SEAL
Exhibit AST-1  Actuarial Valuation Report for 2022 Rate Case
Oncor Retirement Plan: 2022 Fiscal Year (Confidential)
Exhibit AST-2  Actuarial Valuation Report for 2022 Rate Case
Vistra Retirement Plan: 2022 Fiscal Year (Confidential)
Exhibit AST-3  Actuarial Valuation Report for 2022 Rate Case
Oncor Supplemental Retirement Plan: 2022 Fiscal Year
(Confidential)
Exhibit AST-4  Actuarial Valuation Report for 2022 Rate Case
Oncor Retiree Welfare Plan: 2022 Fiscal Year
(Confidential)
Exhibit AST-5  Actuarial Valuation Report for 2022 Rate Case
Shared Retiree Welfare Plan: 2022 Fiscal Year
(Confidential)
Exhibit AST-6  Actuarial Valuation Report for 2022 Rate Case
Oncor Retirement Plan: 2021 Fiscal Year (Confidential)
Exhibit AST-7  Actuarial Valuation Report for 2022 Rate Case
Vistra Energy Retirement Plan: 2021 Fiscal Year
(Confidential)
PUC Docket No. Taper - Direct
Oncor Electric Delivery
2022 Rate Case
-1-

1757
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DIRECT TESTIMONY OF ALAN S. TAPER
I. POSITION AND QUALIFICATIONS

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A. My name is Alan S. Taper. My business address is 5005 LBJ Freeway,
Suite 1400, Dallas, Texas 75244.

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

A. | am a consulting actuary and Senior Partner with Aon plc. (“Aon”). | have
more than 30 years of experience in providing consulting services to
clients on employee benefit matters.

Q. PLEASE DESCRIBE AON.

A. Aon is a leading global professional services firm providing a broad range
of risk, retirement, and health solutions. With offices in almost 120
countries, Aon employs approximately 50,000 people.

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND.

A. | earned a Bachelor of Business Administration degree with high honors
with a concentration in Actuarial Science from the University of Texas at
Austin.

Q. ARE YOU A CREDENTIALED ACTUARY?

A. Yes, | am a Fellow of the Society of Actuaries, a Member of the American
Academy of Actuaries, a Fellow of the Conference of Consulting
Actuaries, and an Enrolled Actuary under the Employee Retirement
Income Security Act of 1974 (“ERISA”).

Q. WHAT DOES IT TAKE TO BECOME A FELLOW OF THE SOCIETY OF
ACTUARIES AND AN ENROLLED ACTUARY?

A. An actuary must pass a series of exams administered by the Society of
Actuaries to become a Fellow. In addition, the Joint Board for Enroliment
of Actuaries administers a separate series of exams to become an
Enrolled Actuary. When | took them, the actuarial exams were offered
once or twice a year. A candidate normally takes one exam at each
session so it typically takes many years to pass all of the exams. There

PUC Docket No. _ Taper - Direct

Oncor Electric Delivery
2022 Rate Case

1759



0 N O O bW -

W NN NN N DN N DN NN 2 2 A A aa a a A a
© © 0O N O O b WN A2 O O 0N O M WN 2 O ©

>

Q.
A.

are also continuing education requirements for an actuary to maintain
accreditation.
ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
| have been retained to provide expert testimony on behalf of Oncor
Electric Delivery Company LLC (“Oncor” or the “Company”) on the subject
of pension benefits and other postretirement benefits. Oncor is a client of
Aon to which | provide actuarial and consulting services with respect to
pension and other postretirement benefits.
HAVE YOU PREVIOUSLY PROVIDED TESTIMONY ON BEHALF OF
ONCOR TO THE PUBLIC UTILITY COMMISSION OF TEXAS
("COMMISSION”)?
Yes. | provided direct testimony on the subject of pension benefits and
other postretirement benefits on behalf of Oncor in Commission Docket
Nos. 38929 and 46957.

lI. PURPOSE OF TESTIMONY
WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS
PROCEEDING?

The purpose of my direct testimony is to provide an overview of pension

and postretirement benefit accounting and to discuss how these costs
have been determined for rate making purposes. | will also testify to the
reasonableness and necessity of the test year costs, as adjusted for
known and measurable changes, for the pension and other postretirement
benefit plans for which Oncor is seeking recovery in this proceeding.

My testimony, the attached exhibits, and all associated workpapers
were prepared by me or under my direction, supervision, or control, and
are true and correct.

lll. OVERVIEW OF ACCOUNTING AND REGULATORY RULES FOR
PENSIONS
WHAT ARE DEFINED BENEFIT PENSIONS?
Accounting Standards Codification 715-30 — Compensation Defined
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Benefit Plans — Pensions (“ASC 715-30"), originally issued as Statement
of Financial Accounting Standards No. 87 (“FAS 87"), contains the
following definition of a defined benefit pension plan:

A pension plan that defines an amount of pension benefit to be
provided, usually as a function of one or more factors such as
age, years of service, or compensation. Any pension plan that
is not a defined contribution pension plan is, for purposes of
Subtopic 715-30, a defined benefit pension plan.

IN WHICH DEFINED BENEFIT PENSION PLANS DOES ONCOR
CURRENTLY PARTICIPATE?

Oncor currently participates in three defined benefit pension plans — the
Oncor Retirement Plan, the Oncor Supplemental Retirement Plan, and the
Vistra Retirement Plan. Oncor is the ERISA plan sponsor, as that term is
defined in federal law, of the Oncor Retirement Plan and the Oncor
Supplemental Retirement Plan. Oncor is also responsible for certain
obligations related to the Vistra Retirement Plan, of which Vistra Corp.
(“Vistra”) is the ERISA plan sponsor.

WHY DOES ONCOR HAVE RESPONSIBILITY FOR OBLIGATIONS
RELATED TO THE VISTRA RETIREMENT PLAN?

As described later in my testimony, Vistra owns former affiliates of Oncor,
and certain participants of the Vistra Retirement Plan had service with the
predecessor integrated electric utility company before its unbundling under
Public Utility Regulatory Act (“PURA”) Chapter 39 (“unbundling”). Pension
benefits for these plan participants attributable to their regulated service
are Oncor’s responsibility.

HOW DO THE PENSION PLANS DETERMINE BENEFITS FOR
PARTICIPANTS?

A participant in the Oncor Retirement Plan or Vistra Retirement Plan will
receive benefits under one of two components — a final average pay
(“FAP”) component or a cash balance component. The FAP benefit

defines an individual's pension as a percentage of the highest three-year
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Q.

average pay at retirement for each year of service. The cash balance
component provides a hypothetical account for each participant, much like
a savings plan. Each year additional credits based on pay and service are
added to the account for active employees. In addition, interest credits
are added to the account using a rate defined in the plan for all cash
balance participants. Generally, new hires and rehires since December
31, 2000, and prior hires who made a one-time election as of that date,
will receive the Cash Balance benefit; all other employees will receive the
FAP benefit. |

WHAT IS THE DIFFERENCE BETWEEN A QUALIFIED AND NON-
QUALIFIED PENSION PLAN?

A qualified pension plan meets all the requirements of Section 401(a) of
the Internal Revenue Code of 1986, as amended (the “Code’), and is
subject to the provisions of ERISA. By meeting all of the Code
requirements, a qualified pension plan is granted certain favorable tax
treatment. Pension plans that are exclusively for company executives or
higher paid individuals are not qualified under the Code and are therefore
limited as to the preferred tax treatment. Non-qualified pension plans
generally make up for benefits that higher paid employees would lose due
to benefit limits placed on qualified plans under the Code. Both qualified
and non-qualified plans must be accounted for under ASC 715-30. The
Oncor Retirement Plan and the Vistra Retirement Plan are qualified plans.
The Oncor Supplemental Retirement Plan is a non-qualified plan. The
qualified plans account for about 97% of Oncor’s total projected benefit
obligation.

WHAT ARE PENSION BENEFIT OBLIGATIONS?

A pension benefit obligation measures the liability for which the ERISA
plan sponsor is responsible as a result of future pension benefits that the
plan is expected to pay.

UNDER WHAT AUTHORITY ARE PENSION BENEFIT OBLIGATIONS
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DETERMINED?

Pension benefit obligations are defined under generally accepted

accounting principles (“GAAP”). In the United States, the Securities and

Exchange Commission (“SEC") has authorized the Financial Accounting

Standards Board (“FASB") to establish and publish accounting standards.

FAS 87 originally established such accounting guidance for pension plans

in coordination with the American Academy of Actuaries. The provisions
of FAS 87 are now set forth in ASC 715.

Q. WHAT DIFFERENT MEASURES OF PENSION BENEFIT OBLIGATIONS
WILL BE REFERRED TO IN THIS TESTIMONY?

A. There are two types of pension benefit obligations that will be discussed:

Projected benefit obligation (“PBQO”) is the actuarial present value of
benefits, based on current service, that are expected to be paid to
an individual from the plan. This measure includes projected future
pay growth, but only reflects benefit service that has been earned
as of the valuation date.

Service cost is the actuarial present value of benefits earned during

the current measurement period on a PBO basis.

Q. WHAT INFORMATION IS NEEDED FOR THESE CALCULATIONS?

A. There are three elements of information required to determine the pension

benefit obligations:

Census Data: Census data containing applicable demographic
information for each current and former employee who, as of the
data snapshot date, is a participant in the pension plan. For current
employees, this information includes each individual's age, gender,
service period, pay information, subsidiary identification code, and
cash balance account value (if applicable). For former employees
who are owed a future benefit or are currently receiving benefits,
this information includes the age, gender, subsidiary identification

code, amount of benefit and form of benefit payment (if currently
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receiving benefits), cash balance account value (if applicable), and
beneficiary information (if applicable).

Pian Provisions: The legal plan documents contain the provisions
of the plans. These provisions are the basis upon which the benefit
obligations are determined.

Assumptions: Oncor and Vistra, based on the recommendations of
their actuaries and investment consultants, make certain
assumptions to model the impact of future events for their
respective plans. ASC 715-30 requires that “each significant
assumption used shall reflect the best estimate solely with respect
to that individual assumption.” These assumptions are reviewed by
Oncor's and Vistra’'s independent auditors, respectively, for

reasonableness.

Q. WHAT ARE THE KEY ASSUMPTIONS USED?

A. The following are key assumptions used to determine pension benefit

obligations and pension cost:

Retirement Age: An assumption of when a participant will retire is
necessary to estimate the timing of payments to each individual.
Turnover: Because participants may terminate employment prior to
retirement (either vested or non-vested), an assumption for
terminations prior to retirement is necessary.

Life Expectancy: Because pension benefits are often payable
during a retiree’'s and beneficiary’s lifetime, a mortality table
assumption is used to model life expectancy for each eligible retiree
(and beneficiary, if applicable).

Discount Rate: Because pension benefits are paid in the future,
ASC 715-30 requires the discounting of projected cash flows in
recognition of the time value of money. The applicable discount
rate should reflect settlement rates, which may be approximated by

the rate of return on high-quality, fixed-income investments
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currently available whose cash flows match the timing of the
amount of the expected future benefit payments.

o Expected Return on Plan Assets: Because the annual pension cost
is offset by the anticipated return on plan assets, ASC 715-30 calls
for an assumed rate of return on plan assets for future years. This
rate should be reasonable based on the actual and targeted
investment mix for the pension plan assets.

e Pay Increase Rate: The PBO and service cost reflect a projection
of pay increases into the future. The assumed pay increase rates
are determined by Oncor and Vistra, respectively, with input from
their actuaries, and are intended to reflect reasonable future
expectations.

o Cash Balance Interest Crediting Rate: The cash balance interest
crediting rate is updated annually based on the yield on 30-year
Treasury securities. Because the interest crediting rates for future
years are unknown, a reasonable estimate of future rates is
required based on the current rate and expectations of the future.

o Form of Benefit Payment: An assumption about the form of
payment that each plan participant will elect upon retirement is
required. For example, cash balance participants can elect a lump
sum distribution of their benefits in lieu of a lifetime annuity.

Q. WHAT ARE THE COMPONENTS OF NET PERIODIC PENSION COST
UNDER GAAP, AND HOW ARE THEY CALCULATED?

A. ASC 715-30 lists the six components of net periodic pension cost as

follows:

e Service Cost: The service cost is the actuarial present value of
benefits earned during the current measurement period on a PBO
basis. The assumptions and methodology are similar to the
determination of the PBO, except that the service cost is the

accrual for the measurement period rather than the accumulation of
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prior accrualis.

Interest Cost: The interest cost is the increase in the PBO due to
the shortening of the discount period resulting from the passage of
time and reflecting the current discount rate.

Expected Return on Plan Assets: The expected return on plan
assets represents the expected investment return, net of
administrative and investment expenses, adjusted to smooth asset
fluctuations under ASC 715-30.

Amortization of Unrecognized Prior Service Cost or Credit: ASC
715-30 allows for the amortization of any change in PBO resulting
from plan changes that impact benefits earned in prior periods. A
change that increases the PBO is called a prior service cost.
Conversely, a change that decreases the PBO is called a prior
service credit. In either case, the amortization period is generally
the expected remaining working period for active employees
expected to receive benefits.

Amortization of Unrecognized Gains or Losses: Gains and losses
are defined as changes in the PBO and plan assets due to plan
experience that differs from assumptions, as well as any changes
to plan assumptions. ASC 715-30 does not require immediate
recognition of these changes. Rather, gains or losses may be
deferred and recognized in pension cost to the extent that the total
amount exceeds a “corridor” specified in ASC 715-30. Amounts
outside of this corridor, which is equal to 10% of the greater of the
PBO and the applicable plan asset value, are generally recognized
over the expected remaining working period for active employees
expected to receive benefits.

Amortization of Unrecognized Transition Obligation or Asset: The
difference between the PBO and plan assets compared with the

amount recognized on a company’s balance sheet when FAS 87
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was first adopted was established as the unrecognized transition
obligation or asset. That amount was then generally amortized
over the average remaining working period of the active employees
expected to receive benefits at that time. There is no more
unrecognized transition obligation or asset remaining for any of the
pension plans in which Oncor participates.
HOW IS THE PENSION COST RELEVANT UNDER PURA § 36.0657?
PURA § 36.065 states that a regulated utility shall include in the rate
determination appropriate pension benefit costs under GAAP. Further, for
those employees who were employed by the predecessor integrated
electric utility before its unbundling, benefits attributable to service prior to
unbundling shall be included in the regulated benefit costs, irrespective of
the business activity performed by such employees after the date of
unbundling.
WHICH COMPANIES OR ENTITIES ARE TREATED AS HAVING BEEN
PART OF THE PREDECESSOR INTEGRATED ELECTRIC UTILITY
BEFORE ITS UNBUNDLING?
Oncor, the power generator Luminant (previously known as TXU Power
and TXU Wholesale), and retail electric provider TXU Energy were part of
the predecessor integrated utility prior to unbundling. Vistra now owns
Luminant and TXU Energy, but Oncor is not affiliated with Vistra,
Luminant, or TXU Energy. In addition, employees of a former Oncor
affiliate, EFH Corporate Services (previously known as TXU Business
Services), provided service to the predecessor integrated electric utility
prior to unbundling.
IV. OVERVIEW OF ACCOUNTING AND REGULATORY RULES FOR
POSTRETIREMENT BENEFITS
WHAT ARE "OPEBs"?
The acronym “OPEB” refers to other post-employment benefits. These

benefits are also commonly referred to as postretirement benefits other
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than pensions. For Oncor's employees, OPEBs include health care
coverage — medical, prescription drugs, and dental — as well as life
insurance coverage provided to retirees and their eligible dependents.

IN WHICH POSTRETIREMENT BENEFIT PLANS DOES ONCOR
CURRENTLY PARTICIPATE?

Oncor currently participates in two postretirement benefit plans — the
Oncor Retiree Welfare Plan and the Shared Retiree Welfare Plan. Oncor
is the ERISA plan sponsor of both plans. The Oncor Retiree Welfare Plan
covers eligible current and future retirees whose employment services
were assigned only to Oncor or its regulated predecessors (including the
predecessor regulated electric utility prior to its unbundling). The Shared
Retiree Welfare Plan, established as of January 1, 2018, covers eligible
current and future retirees who were employed by the predecessor
integrated electric utility prior to its unbundling and whose employment
services were assigned to both Oncor or its regulated predecessors
(including the predecessor regulated electric utility company prior to
unbundling) and the non-regulated affiliate businesses. Participants in the
Shared Retiree Weifare Plan are known as “Shared Retirees.”

WHY DID ONCOR ESTABLISH THE SHARED RETIREE WELFARE
PLAN?

Until December 31, 2017, all eligible current and future retirees were
covered by the Oncor Retiree Welfare Plan. Because the non-regulated
businesses were spun off to a separate company now known as Vistra
(which is no longer affiliated with Oncor), Shared Retirees could no longer
participate in the current Oncor Retiree Welfare Plan. Therefore, Oncor
established the Shared Retiree Welfare Plan. Postretirement benefit
coverage for Shared Retirees was transferred to the Shared Retiree
Welfare Plan as of January 1, 2018. The Shared Retiree Welfare Plan is
further described in the direct testimony of Company witnesses Ms.

Angela Guillory and Mr. Kevin Fease.
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DID THE TRANSFER OF POSTRETIREMENT BENEFIT COVERAGE
FOR SHARED RETIREES FROM THE ONCOR RETIREE WELFARE
PLAN TO THE SHARED RETIREE WELFARE PLAN HAVE ANY
IMPACT ON BENEFITS FOR PLAN PARTICIPANTS?

The Oncor Retiree Welfare Plan is self-funded for health care coverage,
which is a common practice for larger employers like Oncor. However, the
Shared Retiree Welfare Plan is fully insured in order to comply with
Department of Labor and state insurance requirements related to multiple-
employer welfare arrangements covering unrelated businesses like Oncor
and Vistra. While the fully insured coverage of the Shared Retiree
Welfare Plan is very similar to the Oncor Retiree Welfare Plan coverage,
Oncor was unable to exactly replicate the coverage. As a result, Oncor’s
OPEB benefit obligation for Shared Retirees was reduced at the time of
the transfer.

IS ONCOR RESPONSIBLE FOR THE ENTIRE SHARED RETIREE
WELFARE PLAN?

No. Oncor is only responsible for Shared Retiree Welfare Plan benefit
obligations based on a Shared Retiree’s percentage of career service
attributable to regulated utility service. Vistra is responsible for Shared
Retiree Welfare Plan benefit obligations based on a Shared Retiree’s
percentage of career service attributable to non-reguiated service.

HOW DO THE POSTRETIREMENT BENEFIT PLANS DETERMINE
BENEFITS FOR PARTICIPANTS?

The Oncor Retiree Welfare Plan and Shared Retiree Welfare Plan each
have two components — health care benefits and life insurance benefits.
The health care portion provides retirees with access to medical,
prescription drug, and dental coverage. The portion of the medical and
prescription drug cost paid by retirees is dependent on when they were
hired, when they retired, and their age and years of service at retirement.

The cost of dental coverage is fully paid by retirees. The life insurance
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benefits depend on the plan under which the retiree is covered and are
either a specified dollar amount or are based on salary with a cost sharing
arrangement.

WHAT ARE POSTRETIREMENT BENEFIT OBLIGATIONS?

A postretirement benefit obligation measures the liability for which the
ERISA plan sponsor is responsible as a result of future postretirement
benefits other than pensions that the plan is expected to pay.

UNDER WHAT AUTHORITY ARE POSTRETIREMENT BENEFIT
OBLIGATIONS DETERMINED?

Postretirement benefit obligations are defined under GAAP. In the United
States, the SEC has authorized the FASB to establish and publish
accounting standards. Accounting Standards Codification ASC 715-60 —
Other Postretirement Benefit Plans (“ASC 715-60”), originally issued as
Statement of Financial Accounting Standards No. 106 (“FAS 106"),
establishes such accounting guidance for other postretirement benefit
plans in coordination with the American Academy of Actuaries.

WHAT DIFFERENT MEASURES OF POSTRETIREMENT BENEFIT
OBLIGATIONS WILL BE REFERRED TO IN THIS TESTIMONY
RELATED TO THE ONCOR RETIREE WELFARE PLAN?

There are three types of postretirement benefit obligations that will be
discussed:

o Expected postretirement benefit obligation (“EPBQ”) is the actuarial
present vaiue of the company-paid portion of all benefits expected
to be paid to an individual and any covered dependents from the
plan — including projected future costs.

e Accumulated postretirement benefit obligation (“APBO”) represents
the portion of the EPBO that is attributable to past service. The
APBO is determined by multiplying the EPBO by the ratio of (a)
each person’s service as of the valuation date, over (b) each

person’s service projected to the date he or she is fully eligible for
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retiree benefit coverage.

o Service cost is the actuarial present value of benefits earned during
the current measurement period on an EPBO basis. The service
cost is determined by multiplying the EPBO by the ratio of (a) the
measurement period, over (b) each person’s service projected to
the date he or she is fully eligible for retiree benefit coverage.

Q. WHAT INFORMATION IS NEEDED TO CALCULATE
POSTRETIREMENT BENEFIT OBLIGATIONS?

A. There are three elements of information required to determine the
postretirement benefit obligations:

e Census Data: Census data containing applicable demographic
information for each current employee and retiree who, as of the
data snapshot date, is a participant in the postretirement benefit
plan.  For current employees, this information includes each
individual’'s age, gender, service period, subsidiary identification
code, and pay information. For retirees, this information includes
the age, gender, subsidiary identification code, health plan tier
(level of coverage), cost sharing level, beneficiary information (if
applicable) and life insurance coverage.

e Plan Provisions: A plan description and annual enroliment
materials describe the provisions of the plans. These provisions
are the basis upon which the benefit obligations are determined.

¢ Assumptions: Oncor and Vistra, based on the recommendations of
their actuaries and investment consultants, make certain
assumptions to model the impact of future events. ASC 715-60
requires the use of “explicit assumptions, each of which individually
represents the best estimate of a particular future event, to
measure the expected postretirement benefit obligation.” These
assumptions are reviewed by Oncor's and Vistra's independent

auditors for reasonableness.
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Q. WHAT ARE THE KEY ASSUMPTIONS USED?

A. The following are key assumptions used to determine postretirement

benefit obligations and postretirement benefit cost:

Retirement Age: An assumption of when a participant will retire is
necessary to estimate the value of benefits to each individual.
Turnover: Because OPEBs are generally not paid to participants
who terminate employment prior to retirement, an assumption for
terminations prior to retirement is necessary.

Life Expectancy: Because benefits are often payable during a
retiree’'s and dependent’s lifetime, a mortality table assumption is
used to model life expectancy for each eligible retiree and
dependent.

Participation: Because postretirement benefit coverage is not
mandatory, an assumption to model the percentage of retirees and
dependents that will elect future coverage is necessary.

Health Care Cost: An assumption representing the cost of health
care is needed to model the current year cost as well as the rate at
which costs will increase in the future.

Discount Rate: Because postretirement benefits are paid in the
future, ASC 715-60 requires the discounting of projected cash flows
in recognition of the time value of money. The applicable discount
rate should reflect settlement rates, which may be approximated by
the rate of return on high-quality fixed-income investments currently
available whose cash flows match the timing of the amount of the
expected future benefit payments.

Expected Return on Plan Assets: Because the annual
postretirement benefit cost is offset by the anticipated return on
plan assets, ASC 715-60 calls for an assumed rate of return on
plan assets for future years. This rate should be reasonable based

on the actual and targeted investment mix for the plan assets.
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WHAT ARE THE COMPONENTS OF NET PERIODIC
POSTRETIREMENT BENEFIT COST AND HOW ARE THEY
CALCULATED?
ASC 715-60 lists the six components of net periodic postretirement benefit
cost as follows:

e Service Cost: The service cost is the actuarial present value of
benefits earned during the current measurement period on an
EPBO basis. The assumptions and methodology are similar to the
determination of the APBO, except that the service cost is the
accrual for the measurement period rather than the accumulation of
prior accruals.

¢ Interest Cost: The interest cost is the increase in the APBO due to
the shortening of the discount period resulting from the passage of
time and reflecting the current discount rate.

e Expected Return on Plan Assets: The expected return on plan
assets represents the expected investment return, net of
investment expenses, on plan assets under ASC 715-60.

¢ Amortization of Unrecognized Prior Service Cost or Credit: ASC
715-60 allows for the amortization of any change in APBO resulting
from plan changes that impact benefits earned in prior periods. A
change that increases the APBO is called a prior service cost.
Conversely, a change that decreases the APBO is called a prior
service credit. In either case, the amortization period is generally
the expected remaining working period for active employees until
full eligibility for benefits.

¢ Amortization of Unrecognized Gains or Losses: Gains and losses
are defined as changes in the APBO and plan assets due to plan
experience that differs from assumptions, as well as any changes
to plan assumptions. ASC 715-60 does not require immediate

recognition of these changes. Rather, gains or losses may be
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deferred and recognized in postretirement benefit cost to the extent
that the total amount exceeds a “corridor” specified in ASC 715-60.
Amounts outside of this corridor, which is equal to 10% of the
greater of the APBO and the applicable plan asset value, are
generally recognized over the expected remaining working period
for active employees expected to receive benefits.

e Amortization of Unrecognized Transition Obligation or Asset: The
difference between the APBO and plan assets compared with the
amount recognized on a company’s balance sheet when FAS 106
was first adopted was established as the unrecognized transition
obligation or asset. That amount was then generally amortized
over the average remaining working period of the active employees
expected to receive benefits at that time (or 20 years, if longer).
There is no more unrecognized transition obligation or asset
remaining for either of the postretirement benefit plans in which
Oncor participates.

HOW IS THE POSTRETIREMENT BENEFIT COST RELEVANT UNDER
PURA § 36.0657

PURA § 36.065 states that a regulated utility shall include in the rate
determination appropriate postretirement benefit costs under GAAP.
Further, for those employees who were employed by the predecessor
integrated electric utility before the utility’s unbundling, benefits attributable
to service prior to unbundling shall be included in the regulated benefit
costs, irrespective of the business activity performed by such employees
after the date of unbundling.

WHICH COMPANIES OR ENTITIES ARE TREATED AS HAVING BEEN
PART OF THE PREDECESSOR INTEGRATED ELECTRIC UTILITY
BEFORE THE UNBUNDLING?

Oncor, Luminant (previously known as TXU Power and TXU Wholesale),

and TXU Energy were part of the predecessor integrated utility prior to
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A

unbundling. In addition, employees of EFH Corporate Services
(previously known as TXU Business Services) provided service to the
predecessor integrated electric utility prior to unbundiing.

V. ADJUSTED TEST YEAR COST
DO YOUR ACTUARIAL STUDIES OF THE VARIOUS PLANS
DISTINGUISH BETWEEN COSTS OF BENEFITS ASSOCIATED WITH
HAVING PROVIDED REGULATED ELECTRIC SERVICE AS
CONTEMPLATED BY PURA § 36.065 AND THOSE NOT ASSOCIATED
WITH HAVING PROVIDED REGULATED ELECTRIC SERVICE?

Yes. Costs associated with providing regulated electric service are

labeled “Recoverable” in all of my exhibits, while costs not associated with
providing regulated electric service are labeled “Nonrecoverable.”
Nonrecoverable costs are not included in test year cost because they are
not associated with regulated service either prior to or after the date of
unbundling.

HOW WAS THE GAAP NET PERIODIC PENSION COST DETERMINED
FOR THE 2021 TEST YEAR AND THE SUBSEQUENT 2022 FISCAL
YEAR?

Aon, on behalf of Oncor and Vistra, performed six actuarial studies
regarding net periodic pension costs in accordance with GAAP guidelines
as described earlier in Section |ll of my direct testimony for the test year
and the subsequent fiscal year. The results of these studies for the fiscal
year ending December 31, 2022, are attached as Exhibits AST-1, AST-2
and AST-3 to my direct testimony. The results of these studies for the test
year ending December 31, 2021, are attached as Exhibits AST-6, AST-7
and AST-8 to my direct testimony.

DOES THE GAAP NET PERIODIC PENSION COST DETERMINED FOR
THE 2021 TEST YEAR REFLECT THE MOST APPROPRIATE ON-
GOING LEVEL OF PENSION COSTS?

No. GAAP requires that pension costs be measured each fiscal year
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based on benefit obligations and plan assets as of the last day of the prior
fiscal year. Therefore, the GAAP pension cost for fiscal year 2022,
reflecting known and measurable changes during 2021 and shown in the
fiscal year 2022 actuarial studies, is a better measure of the on-going level
of pension costs.

FROM YOUR ANALYSIS, WHAT IS THE APPROPRIATE GAAP
PENSION COST FOR ONCOR BASED ON THE 2022 ACTUARIAL
STUDIES?

As set forth in Exhibit AST-1, the GAAP recoverable pension cost
determined for Oncor under the Oncor Retirement Plan for fiscal year
2022 is $44,958,584. As set forth in Exhibit AST-2, the GAAP recoverable
pension cost determined for Oncor related to the Vistra Retirement Plan
for fiscal year 2022 is $(3,251,157). As set forth in Exhibit AST-3, the
GAAP recoverable pension cost for Oncor under the Oncor Supplemental
Retirement Plan for fiscal year 2022 is $6,309,066. | have provided this
information to Company witness Mr. W. Alan Ledbetter for inclusion in
rates. These costs are reasonable and necessary.

WHY IS THE VISTRA RETIREMENT PLAN GAAP RECOVERABLE
PENSION COST NEGATIVE FOR FISCAL YEAR 20227

As described earlier in my testimony, the GAAP pension cost for a fiscal
year is made up of several components. For fiscal year 2022, the
expected return on recoverable assets for the Vistra Retirement Plan
exceeds the sum of the recoverable service cost, interest cost and
amortization amounts. As a result, the net GAAP recoverable pension
cost for fiscal year 2022 is negative.

DID THE GAAP RECOVERABLE PENSION COST FOR FISCAL YEAR
2022 CHANGE FROM THE COMPARABLE AMOUNT FOR FISCAL
YEAR 2017 DESCRIBED IN YOUR PRIOR DIRECT TESTIMONY IN
COMMISSION DOCKET NO. 46957, ONCOR'S LAST BASE RATE
CASE?
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Yes. The total GAAP recoverable pension cost for fiscal year 2022 shown
above is $48,016,493. This compares with $80,911,733 in total GAAP
recoverable pension cost for fiscal year 2017 included in my prior direct
testimony in Docket No. 46957.

WHY DID THE GAAP RECOVERABLE PENSION COST DECREASE
FROM FISCAL YEAR 2017 TO FISCAL YEAR 20227

As described earlier in Section |l of my testimony, the GAAP pension cost
for a fiscal year has several components. The service cost represents the
cost of benefits earned by employees during the current fiscal year. The
total of the interest cost, expected return on plan assets, and amortization
amounts for the year represents the portion of the unfunded PBO as of the
end of the prior fiscal year that is recognized during the current fiscal
year. Because the GAAP pension cost is measured annually, these
amounts change every fiscal year. To simplify the discussion below,
monetary amounts are rounded to the nearest tenth of one million dollars.

HOW DID THE RECOVERABLE SERVICE COST COMPONENT
CHANGE FROM FISCAL YEAR 2017 TO FISCAL YEAR 20227

From fiscal year 2017 to fiscal year 2022, the recoverable service cost
increased by $7.3 million. The increase in service cost was primarily due
to a decrease in discount rates used to calculate the service cost.
Changes in discount rates are dictated by changes in market interest
rates, which are outside of Oncor’s control.

HOW DID THE RECOVERABLE UNFUNDED PBO CHANGE FROM
DECEMBER 31, 2016, TO DECEMBER 31, 20217

The GAAP recoverable pension cost for fiscal year 2017 is based on the
unfunded PBO as of December 31, 2016. Similarly, the GAAP
recoverable pension cost for fiscal year 2022 is based on the unfunded
PBO as of December 31, 2021. From December 31, 2016, to December
31, 2021, the recoverable unfunded PBO decreased by $256.0 million.

The decrease is attributable to the following:
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e The expected change in the unfunded PBO is equal to the
difference between the interest cost on the PBO and the expected
return on plan assets. The recoverable interest cost during the
period exceeded the recoverable expected investment return by
$5.7 million, increasing the unfunded PBO by this amount.

o The actual return on recoverable plan assets during the period
exceeded the expected return on plan assets by $479.2 million.
The favorable investment return reduced the unfunded PBO by this
amount.

e Oncor contributed $374.9 million to the recoverable portion of the
pension plans during the period. Contributions to the plans in
excess of the service cost during the period reduced the unfunded
PBO by $238.4 million.

e The unfunded PBO is impacted by the discount rates used to
calculate the PBO. Because the discount rates were lower as of
December 31, 2021, than as of December 31, 2016, the
recoverable unfunded PBO increased by $417.0 million during the
period. As with the service cost calculation, changes in discount
rates are dictated by changes in market interest rates, which are
outside of Oncor’s control.

e The unfunded PBO is also impacted by actual plan demographic
experience differing from expected based on the actuarial
assumptions as well as changes in actuarial assumptions. The
recoverable unfunded PBO increased by $38.9 million during the
period due to these factors.

Q. HOW DID THE CHANGE IN RECOVERABLE UNFUNDED PBO IMPACT
THE GAAP RECOVERABLE PENSION COST FROM FISCAL YEAR
2017 TO FISCAL YEAR 20227

A. Based on the reduction in unfunded PBO of $256.0 million from December

31, 2016, to December 31, 2021, the total interest cost, expected return
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Q.

on plan assets, and amortization components of recoverable pension cost
decreased by $40.2 million from fiscal year 2017 to fiscal year 2022.
WHAT WAS THE NET CHANGE IN THE GAAP RECOVERABLE
PENSION COST FROM FISCAL YEAR 2017 TO FISCAL YEAR 20227
From fiscal year 2017 to fiscal year 2022, the recoverable service cost
increased by $7.3 million and the total interest cost, expected return on
plan assets, and amortization components of recoverable pension cost
decreased by $40.2 million. The net impact is a decrease in GAAP
recoverable pension cost of $32.9 million as the adverse impact of lower
discount rates, other assumption wupdates, and unfavorable plan
demographic experience was more than offset by strong investment
performance and Oncor's plan contributions.

DID ONCOR TAKE ANY PENSION RISK TRANSFER ACTIONS SINCE
THE LAST RATE CASE IN 2017 TO SETTLE ANY OF ITS
RECOVERABLE PENSION OBLIGATIONS?

Yes. In 2019, Oncor transferred $74.6 million of recoverable PBO and
corresponding plan assets for 1,640 retirees and beneficiaries in pay
status with recoverable service from the Oncor Retirement Plan to Pacific
Life Insurance Company, a high-quality insurance carrier specializing in
the pension annuity business. |n 2020, Oncor offered one-time lump sum
payments, in lieu of future pension annuities, to 3,771 former employees
covered by the Oncor Retirement Plan who were not yet in pay status. Of
the group included in the voiuntary offer, 619 former employees with
recoverable service accepted one-time payments, reducing recoverable
PBO and corresponding plan assets by $28.8 million. In 2021, Oncor
transferred $78.1 million of recoverable PBO and corresponding plan
assets for another 880 retirees and beneficiaries in pay status with
recoverable service from the Oncor Retirement Plan to Pacific Life
Insurance Company.

WHAT IMPACT DID THE 2019, 2020, AND 2021 PENSION RISK
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TRANSFER TRANSACTIONS HAVE ON THE ONCOR RETIREMENT
PLAN?

By taking these actions, Oncor reduced its plan administration burden and
eliminated future premiums paid to the Pension Benefit Guarantee
Corporation (“PBGC") related to the impacted plan participants. The
recoverable PBGC premium savings during 2020 through 2022
attributable to the three transactions was $6.3 million, with additional
annual savings expected in future years. In addition, the transactions
reduced the size of the Oncor Retirement Plan subject to rate recovery by
$181.5 million. A smaller plan carries less financial market risk and
reduces the volatility of future GAAP recoverable pension cost.

HOW WAS THE GAAP NET PERIODIC POSTRETIREMENT BENEFIT
COST DETERMINED FOR THE 2021 TEST YEAR AND THE
SUBSEQUENT 2022 FISCAL YEAR?

Aon, on behalf of Oncor and Vistra, performed four actuarial studies
regarding net periodic postretirement benefit costs in accordance with
GAAP guidelines as described earlier in Section IV for the test year and
the subsequent fiscal year. The results of the studies for fiscal year
ending December 31, 2022, are attached as Exhibits AST-4 and AST-5 to
my direct testimony. The resuits of the studies for the test year ending
December 31, 2021, are attached as Exhibits AST-9 and AST-10 to my
direct testimony.

DOES THE GAAP NET PERIODIC POSTRETIREMENT BENEFIT COST
DETERMINED FOR THE 2021 TEST YEAR REFLECT THE MOST
APPROPRIATE ON-GOING LEVEL OF POSTRETIREMENT BENEFIT
COSTS?

No. GAAP requires that postretirement benefit costs be measured each
fiscal year based on benefit obligations and plan assets as of the last day
of the prior fiscal year. Therefore, the GAAP postretirement benefit cost

for fiscal year 2022, reflecting known and measurable changes during
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2021 and shown in the fiscal year 2022 actuarial studies, is a better
measure of the on-going level of postretirement benefit costs.

FROM YOUR ANALYSIS, WHAT IS THE APPROPRIATE GAAP
POSTRETIREMENT BENEFIT COST FOR ONCOR BASED ON THE
2022 ACTUARIAL STUDIES?

As set forth in Exhibit AST-4, the GAAP recoverable postretirement benefit
cost determined for Oncor under the Oncor Retiree Welfare Plan for fiscal
year 2022 is $8,616,786. As set forth in Exhibit AST-5, the GAAP
recoverable postretirement benefit cost determined for Oncor under the
Shared Retiree Welfare Plan for fiscal year 2022 is $10,273,842. | have
provided this information to Company witness Mr. W. Alan Ledbetter for
inclusion in rates. These costs are reasonable and necessary.

DID THE GAAP RECOVERABLE POSTRETIREMENT BENEFIT COST
FOR FISCAL YEAR 2022 CHANGE FROM THE COMPARABLE
AMOUNT FOR FISCAL YEAR 2017 DESCRIBED IN YOUR PRIOR
DIRECT TESTIMONY IN COMMISSION DOCKET NO. 46957, ONCOR'S
LAST BASE RATE CASE?

Yes. The total GAAP recoverable postretirement benefit cost for fiscal
year 2022 shown above is $18,890,628. This compares with $56,906,188
in total GAAP recoverable postretirement cost for fiscal year 2017
included in my prior direct testimony in Docket No. 46957.

WHY DID THE GAAP RECOVERABLE POSTRETIREMENT BENEFIT
COST DECREASE FROM FISCAL YEAR 2017 TO FISCAL YEAR 20227
As described earlier in Section IV of my direct testimony, the GAAP
postretirement benefit cost for a fiscal year has several components. The
service cost represents the cost of benefits earned by employees during
the current fiscal year. The total of the interest cost, expected return on
plan assets, and amortization amounts for the year represents the portion
of the unfunded APBO as of the end of the prior fiscal year that is
recognized during the current fiscal year. Because the GAAP
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postretirement benefit cost is measured annually, these amounts change
every fiscal year. To simplify the discussion below, monetary amounts are
rounded to the nearest tenth of one million dollars.
HOW DID THE RECOVERABLE SERVICE COST COMPONENT
CHANGE FROM FISCAL YEAR 2017 TO FISCAL YEAR 20227
From fiscal year 2017 to fiscal year 2022, the recoverable service cost
decreased by $2.7 million. The service cost increased due to a decrease
in discount rates. Changes in discount rates are dictated by changes in
market interest rates, which are outside of Oncor’s control. However, that
increase was more than offset by a decrease in service cost due to the
normal operation of the plan resulting in fewer Oncor employees being
eligible for future subsidized retiree medical coverage.
HOW DID THE RECOVERABLE UNFUNDED APBO CHANGE FROM
DECEMBER 31, 2016, TO DECEMBER 31, 20217
The GAAP recoverable postretirement benefit cost for fiscal year 2017 is
based on the unfunded APBO as of December 31, 2016. Similarly, the
GAAP recoverable pdstretirement benefit cost for fiscal year 2022 is
based on the unfunded PBO as of December 31, 2021. From December
31, 2016, to December 31, 2021, the recoverable unfunded APBO
decreased by $258.4 million. The decrease is attributable to the following:
¢ The expected change in the unfunded APBO is equal to the
difference between the interest cost on the APBO and the expected
return on plan assets. The recoverable interest cost during the
period exceeded the recoverable expected investment return by
$151.7 million, increasing the unfunded APBO by this amount.

e The actual return on recoverable plan assets during the period
exceeded the expected return on plan assets by $25.4 million. The
favorable investment return reduced the unfunded APBO by this
amount.

e Oncor contributed $176.0 million to the recoverable portion of the
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postretirement benefit plans during the period. Contributions to the
plans in excess of the service cost during the period, reduced the
unfunded APBO by $144.8 million.

e The unfunded APBO is impacted by the discount rates used to
calculate the APBO. Because the discount rates were lower as of
December 31, 2021, than as of December 31, 2016, the
recoverable unfunded APBO increased by $180.5 million during the
period. As with the service cost calculation, changes in discount
rates are dictated by changes in market interest rates, which are
outside of Oncor’s control.

e The adoption of fully-insured medical coverage for the Shared
Retiree Welfare Plan resuited in a significant reduction in the plan’s
APBO. That reduction was partially offset by small improvements
in other medical and life coverage during the period in the Oncor
Retiree Welfare Plan. The net impact of these changes is a
reduction in recoverable unfunded APBO of $75.3 million.

e Retiree health care costs increased at a slower rate than assumed
during the period. As a result, the recoverable unfunded APBO
decreased by $294.0 million.

e The unfunded APBO is also impacted by actual plan demographic
experience differing from expected based on the actuarial
assumptions as well as changes in actuarial assumptions. The
recoverable unfunded APBO decreased by $51.1 million during the
period due to these factors.

Q. HOW DID THE CHANGE IN RECOVERABLE UNFUNDED APBO
IMPACT THE GAAP RECOVERABLE POSTRETIREMENT BENEFIT
COST FROM FISCAL YEAR 2017 TO FISCAL YEAR 20227

A. Based on the reduction in unfunded APBO of $258.4 million from

December 31, 2016, to December 31, 2021, the total interest cost,

expected return on plan assets, and amortization components of
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>

recoverable pension cost decreased by $35.3 million from fiscal year 2017
to fiscal year 2022.
WHAT WAS THE NET CHANGE IN THE GAAP RECOVERABLE
POSTRETIREMENT BENEFIT COST FROM FISCAL YEAR 2017 TO
FISCAL YEAR 20227
From fiscal year 2017 to fiscal year 2022, the recoverable service cost
decreased by $2.7 million and the total interest cost, expected return on
plan assets, and amortization components of recoverable postretirement
benefit cost decreased by $35.3 million. The net impact is a decrease in
GAAP recoverable postretirement benefit cost of $38.0 million as the
expected increase in the unfunded APBO and adverse impact of lower
discount rates were more than offset by Oncor's effective plan
management, contributions made to the plans, favorable participant
experience, and strong investment performance.

VI. CONCLUSION
PLEASE SUMMARIZE YOUR DIRECT TESTIMONY.

The following summarizes my direct testimony:

¢ Pension and OPEB accounting is governed by GAAP and related
regulatory provisions.

e Based on the actuarial valuations prepared by Aon in accordance
with GAAP, as documented in Exhibits AST-1 through AST-5,
Oncor’s annual recoverable pension and OPEB costs for fiscal year
2022, reflecting known and measurable changes subsequent to the
2021 test year, are $66.9 million.

e Oncor’'s annual recoverable pension and OPEB costs for fiscal year
2022 are $70.9 million lower than the corresponding costs of
$137.8 million for fiscal year 2017 as reflected in Commission
Docket 46957, Oncor’s last base rate case.

o The recoverable pension and OPEB costs calculated under GAAP

and related regulatory provisions are reasonable and customary.
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Q. WHAT ARE YOUR OVERALL CONCLUSIONS?

Based on applicable accounting rules, regulatory provisions, and actuarial

>

reports, the Commission should allow Oncor recovery of its reasonable
and necessary pension and OPEB costs as set forth in my testimony.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.

>
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§
COUNTY OF DALLAS §

BEFORE ME, the undersigned authority, on this day personally appeared
Alan S. Taper, who, having been placed under oath by me, did depose as

follows:
My name is Alan S. Taper. | am of legal age and a resident of the State of
Texas. The foregoing testimony and exhibits offered by me are true and correct

and the opinions stated therein are accurate, true and correct

)~

Alan S. Taper

SUBSCRIBED AND SWORN TO BEFORE ME by the said Alan S. Taper
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EXHIBIT AST-2
EXHIBIT AST-3
EXHIBIT AST-4
EXHIBIT AST-5
EXHIBIT AST-6
EXHIBIT AST-7
EXHIBIT AST-8
EXHIBIT AST-9
EXHIBIT AST-10

The information is confidential and will be made available only after execution of
a certification to be bound by the draft protective order set forth in Section Vii of
this Rate Filing Package or a protective order issued in this docket.
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DIRECT TESTIMONY OF MATTHEW A. TROXLE

I. POSITION AND QUALIFICATIONS
PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND CURRENT
EMPLOYMENT POSITION.
My name is Matthew A. Troxle. My business address is 1616 Woodall

Rodgers, Dallas, Texas. | am the Director of Rates & Load Research for
Oncor Electric Delivery Company LLC (“Oncor” or “Company”).

PLEASE DISCUSS YOUR EDUCATIONAL BACKGROUND AND
PROFESSIONAL QUALIFICATIONS.

| graduated from Louisiana State University in 1995 with a Bachelor of
Science degree in Business Administration Pre-Law. In 1997, | received
the degree of Master of Science in Economics from Louisiana State
University. | began my employment with the Louisiana Public Service
Commission in 1997 as an Economist in the Economics and Rate Analysis
Division. In 1999, | began employment with the Public Utility Commission
of Texas (“Commission”) as a Rate Analyst. In 2000, | was named Senior
Rate Analyst, and in 2005, | was promoted to be the Director of Retail
Market Oversight. In 2007, | became the Director of the newly formed Tariff
and Rate Analysis group. In 2008, | began employment with CenterPoint
Energy Service Company as a Manager of Gas Rates in the Regulatory and
Government Affairs organization. In 2012, | was promoted to the Director
of Rates position, and in 2015, | assumed the position of Director of
Regulatory Affairs for Louisiana and Mississippi. In 2019, | joined Oncor in
my current role as the Director of Rates & Load Research. In my current
position, | am responsible for oversight of the rates and load research efforts
of Oncor.

HAVE YOU PREVIOUSLY PROVIDED TESTIMONY BEFORE THE
COMMISSION?

Yes. Please see my Exhibit MAT-1 for a list of the Commission proceedings
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in which | have provided testimony.

li. PURPOSE OF DIRECT TESTIMONY
WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS
PROCEEDING?

The purpose of my direct testimony is to: (1) present the Oncor Rate Class

Cost of Service Study in support of the Company’s proposed Tariff for Retail
Delivery Service (“Retail Tariff”) and the rates included in the Tariff for
Transmission Service (“Transmission Tariff”); (2) support the calculation of
the proposed Retail Delivery Service rates and Discretionary Service
charges; (3) support the proposed changes to the Company’s Tariffs; (4)
support the calculation of the proposed Network Transmission Service
(“NTS”) rate, the Wholesale Substation Service (“XFMR”) rate, the
Wholesale Distribution Line Service (“DLS”) rate, Oncor Electric Delivery
Company NTU LLC’s (“Oncor NTU”) Wholesale Distribution Substation
Service (“WDSS”) rate; and (5) sponsor the proposed Tariff for Retail
Delivery Service, the proposed Tariff for Transmission Service for both
Oncor and Oncor NTU, and Rate Filing Package (“RFP”) Schedules [-A, lI-

i-1, -1-2, II-1-8, IV-J-1, IV-J-2, IV-J-3, IV-J-6, and IV-J-7.

WERE YOUR TESTIMONY AND THE COST OF SERVICE SCHEDULES
YOU SPONSOR PREPARED BY YOU OR UNDER YOUR DIRECT
SUPERVISION?

Yes. My testimony, exhibits, the schedules that | sponsor, and associated
workpapers were prepared by me or under my direction, supervision, or
control and are true and correct.

lll. RATE CLASS COST OF SERVICE & RATE DESIGN SCHEDULES
PLEASE DESCRIBE THE SCHEDULES YOU ARE SPONSORING THAT
PERTAIN TO THE RATE CLASS COST ALLOCATION PROCESS AND
THAT SUPPORT THE RATE CLASS COST OF SERVICE STUDY.
Schedule [-A: Cost of Service Summary.

Schedule li-I-1: Class Revenue Requirement Analysis — This schedule
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A.

provides the Rate Class Cost of Service Study and includes the revenue
requirement analysis for the test year.

Schedule lI-1-2: Class Allocation Factors — This schedule provides a listing

of the allocation factors used to assign costs to the various rate classes.
Schedule 1I-I-3: Functionalized Cost of Service Analysis (Non-ERCOT

Members) — This schedule is not applicable, as the Company is an Electric
Reliability Council of Texas (“ERCOT”) member.

PLEASE DESCRIBE THE RFP SCHEDULES YOU ARE SPONSORING
THAT PERTAIN TO THE COMPANY’S RATE DESIGN PROCESS.

Schedule IV-J-1: Revenue Summary — This schedule provides a revenue

summary of the base-rate revenue requirements, by function and by rate
class, for the test-year.
Schedule 1V-J-2: Proposed Charges for Discretionary Services and Other

Services — This schedule shows the proposed charges for each
discretionary and other service charge included in the Tariff for Retail
Delivery Service and the Tariff for Transmission Service.

Schedule 1V-J-3: Rate Class Definition — This schedule provides the

definition of all retail rate classes.

Schedule 1V-J-6: Justification for Consumption Level-Based Rates — This

schedule is not applicable, as the Company is not proposing any
consumption level-based rates.
Schedule IV-J-7: Proof of Revenue Statement — This schedule provides a

proof of revenue statement that shows the proposed prices and the resulting
base revenue, by rate class, for each applicable charge.
IV. RATE CLASS COST OF SERVICE STUDY
A. General Concepts
PLEASE DISCUSS THE GENERAL CONCEPT OF PERFORMING A
RATE CLASS COST OF SERVICE STUDY THAT YOU APPLIED IN THIS
PROCEEDING.

A rate class cost of service study is an accounting and engineering analysis
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of cost causation that determines the proper allocation of the Company’s
plant investment, revenues, and expenses to the appropriate rate classes.
The allocation process utilizes the unique customer, energy, demand, and
revenue characteristics of each rate class and the interrelationship of those
characteristics to determine the class cost responsibility. The resulting
allocations based on the customer (premise), energy (kWh), revenue (class
revenue requirement), and demand (kW) characteristics for each rate class
are used to support the design of compensatory and equitable rates. In this
testimony, unless otherwise specified, the term “customer” refers to a
premise or a point of delivery.
B. The Allocation Process

The allocation process in any rate class cost of service study involves
four major steps: (1) functionalization of all revenue, expense, and rate
base accounts (see Schedules 1I-B-1 through 11-B-12, as described in the
direct testimony of Company witness Mr. W. Alan Ledbetter); (2)
classification of all revenue, expense, and rate base accounts; (3)
development of allocation factors based on the data obtained from the
books and records of the Company for the test year; and (4) allocation of
the revenue, expense, and rate base accounts based on the allocation
factors developed in (3) above. The data used in this process include
information such as: number of customers in each rate class; rate class
demand (kW) and kWh sales; operating and maintenance expenses;
depreciation; taxes; capital costs associated with system investment; and
property records. These four major steps are summarized as follows.

1. Functionalization

The first step is to group all accounts according to major function to
assist in determining which rate classes are responsible for the various
costs. In this proceeding, the major functions used are:

e Transmission (“TRAN”);
e Distribution (“DIST");
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