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Decoupling: The Vehicle For Energy 
Conservation? 
Although decoupling rate mechanisms have been in effect since the early 1980s, they were initially introduced only 

on a limited basis. Recent changes, including rising global warming concerns, and soaring commodity prices and 

building material costs, have brought decoupling to the forefront of the U.S. utility sector. To address some of the 

challenges, regulators are turning towards energy-efficiency programs and focusing on decoupling as the means for 

their implementation. In general, Standard & Poor's Ratings Services views decoupling as beneficial to the utilities' 

credit quality. Nevertheless, achieving energy conservation through decoupling may present risks and unforeseen 

challenges. 

Traditional Rate Mechanism 
Utility regulators have historically set electricity rates that allow the utility to recover its operating costs and earn a 

return on equity. Once the new rate is realized, it will remain in effect until the completion of a subsequent rate case. 

During the interim period, a utility's actual distribution revenues earned may fluctuate from the amount forecasted 

due to changes in the weather and the regional economy. For example, if the weather is warmer than expected, 

customers will use more kilowatt-hours (kWh) and the utility will earn more distribution revenue than was 

previously forecasted. Conversely, if there is an economic downturn, customers will use less kWh and the utility's 

actual revenues would be less than projected. 

Under the traditional rate mechanism, every kWh sold adds to a utility's profits and every kWh lost due to 

conservation reduces profits. Thus, a utility's traditional response to higher electric demand was to increase its rate 

base by adding generation. There was no incentive to lower demand through an energy-efficiency program. This can 

be especially frustrating to both the utility and to its customers when the most cost-effective solution is to reduce 

demand rather than to increase supply. To attempt to resolve this inherent conflict, regulators and utilities have 

turned to decoupling. 

Is Decoupling The Solution? 
Decoupling is a mechanism that severs the relationship between sales and revenues, thereby allowing a utility to earn 

a predetermined level of distribution revenue regardless of the actual kWh sold. There are several variations as to 

how decoupling is computed, including normalizations for weather and number of customers, and caps for 

maximizing the rate adjustment. Still, its basic principle is that a true-up mechanism is applied to actual sales, 

allowing the utility to earn a predetermined level of distribution revenue. Similar to traditional rate mechanism, 

decoupling charges customers based on rate per kWh, but adjusts the rate to ensure that the predetermined 

distribution revenue is earned. By using a decoupled rate mechanism, the utility is indifferent as to the amount of 

kWh customers consume. This mechanism removes the disincentive for utilities to conserve, and allows a utility to 

execute an energy plan of either supply growth or demand reduction based on solid economics and/or other policy 

issues. Other potential benefits for decoupling include the following: 

• Fewer rate cases filings, which result in lower overall costs for the utilities; 

• Reduced need for new power plants whose costs have skyrocketed during the past five years; and 
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Decoupling: The Vehicle For Energy Conservation? 

•	 Overall lower customer bills due to energy conservation. 

However, decoupling on its own doesn't guarantee that a utility will implement a successful energy-efficiency 

program; it only ensures that a utility is indifferent as to the customer's usage. To persuade a utility to actively and 

successfully implement an energy-efficiency program, some regulators have established a separate program that 

provides penalties and incentives for meeting certain energy-efficiency standards. For example, Arizona Public 

Service Co. has $10 million annually in base rates for energy efficiency and the utility may earn an incentive of up to 

10% of the net economic benefits based on its energy-efficiency performance. 

Credit Implications Of Decoupling 
Standard & Poor's views decoupling as a positive development from a credit perspective. Decoupling allows utilities 

to project cash flow more accurately and avoid much of the earnings volatility from changes to weather/economy 

under traditional rate mechanism. To decouple sales and revenues, most regulators use a tracking mechanism, such 

as a balancing account, to record deviations from the financial projections. Standard & Poor's will only consider a 

decoupled mechanism good for credit quality if it minimizes the lag time before deferrals are included in rates, and 

does not subject the rate changes to a protracted prudence review. 

Nevertheless, decoupling has not been widely adopted due to the following factors: 

•	 Some utilities prefer the traditional rate mechanism, which provides for a windfall when the weather is hotter 

than normal; 

•	 Decoupling may shift the risk of sales volume variations associated with weather/economy from the utility to the 

customer; 

•	 Regulators may require a lower ROE in exchange for decoupling's reduced risks; 

•	 Decoupling's guaranteed level of distribution revenue, regardless of actual performance, may promote mediocrity 

in the management of a utility and cause a decline in customer service; and 

•	 Previously failed decoupling experiences. 

Gas Decoupling More Prevalent 
Regulators have approved and implemented decoupling mechanisms for gas utilities in 11 states and for electric 

utilities in only three states. This discrepancy can be traced to the per-customer usage of each commodity (see charts 

1 and 2). Natural-gas use per customer has been in decline since the 1980s due to the improvement in housing 

insulation, the installation of efficient gas boilers, and global warming. 
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Chart 1 
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Decoupling: The Vehicle For Energy Conservation? 

Chart 2 
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Sources: u.S. Census Bureau and Energy Information Agency. 

@ standard & Poor's 2008. 

Electricity use per customer, for the most part, has increased over the same period (see chart 3). Despite the 

availability of energy-efficient air conditioners, refrigerators, and light bulbs, electric use per customer has risen due 

to larger homes and greater use of technology. 
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Decoupling: The Vehicle For Energy Conservation? 

Chart 3 

Annual U.S. Per Capitll Megawlltt Hour Electricity Use 
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@Standard & Poor's 2008. 

To help offset the earnings loss due to energy efficiency, gas utilities have been working with regulators to establish 

a decoupling mechanism. On the other hand, electric utilities may potentially face lower earnings due to decoupling 

because they would have to forgo the potential benefits of warmer weather or an upturn in the economy. 

Decoupling's Pros and Cons 
Some decoupling mechanisms isolate the kWh consumption changes solely from energy efficiency and are not 

affected by energy changes due to the weather/economy. These types of decoupling mechanisms effectively preserve 

the status quo that the risk of weather/economy remains with the utility. For example, the Illinois Commerce 

Commission recently approved a gas decoupling mechanism for the Peoples Gas Light and Coke Co. that provides a 

creditlcharge to customers when the weather varies from normal and theoretically retains the risk of weather with 

the utility. However, these mechanisms can be complex and for the most part, many of the existing decoupling 

models are directly affected by changes to weather/economy and thereby shift those risks to the customer from the 

utility. Reacting to this shift in risk, advocacy groups and regulators have requested that customers be compensated 

in the form of a lower authorized ROE for utilities. These basic changes to historil;al risks and assumed returns have 

been partially attributable for the resistance towards implementing a decoupled rate mechanism. 

Maine 
Another setback for decoupling has been some of the past failures of its implementation. In the 1990s, Maine 

introduced a decoupling mechanism that led to an abrupt rise in electricity rates, and the state ultimately abandoned 

the program. The steep rate hike was due to the recession, rise in deferred balances over an extended period instead 

of a periodic true-up, and no cap on the rate increase. This and other similar experiences point to the potential risks 
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Decoupling: The Vehicle For Energy Conservation? 

involved when implementing a decoupled mechanism and its unintended consequences. 

California 
California is the most successful example of the use of a decoupling mechanism. California first set up decoupling in 

1982 and has subsequently combined it with various energy-efficiency incentive programs. This has led to today's 

per capita use of electricity in California to be virtually the same as in the 1980s and compares favorably to the 

significant increase of per capita electricity usage for the rest of the country. As of 2006, California had the lowest 

per capita use of electricity in the U.S. (see table). California was able to achieve these results by making energy 

efficiency a top priority and requiring utilities to invest in energy efficiency whenever it was cheaper than procuring 

power. In addition, the state successfully collaborated with businesses, non-profit organizations, government 

agencies, and utilities to work together to implement conservation solutions. California is clearly the best example of 

how implementing a decoupling mechanism can be an integral part of the overall conservation package. 

Annual Per Capita Megawatt Hour Electricity Use* 

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 
Wyoming 25.9 25.6 251 25.1 24.4 231 23.5 24.1 23.7 24.0 25.0 26.3 25.9 265 26.9 279 291 

Kentucky 16.5 17.2 17.8 17.9 188 19.2 196 19.4 190 19.7 19.3 19.7 21.3 20.7 20.9 21.4 21.1 

Alabama 148 14.9 15.0 15.4 15.9 16.3 16.9 17.1 18.0 181 18.8 17.8 18.6 18.7 19.3 19.6 19.8 

District of Columbia 16.3 17.0 16.8 17.4 175 17.8 17.7 17.8 182 18.3 186 188 192 19.0 19.7 20.3 19.5 

South Carolina 159 160 161 168 16.7 17.4 17.7 178 185 18.4 191 18.4 190 18.6 190 191 18.7 

Louisiana 15.1 15.2 15.2 15.7 161 166 17.1 17.2 17.5 17.5 18.1 16.7 17.7 17.4 17.8 17.2 18.3 

West Virginia 12.9 13.1 13.2 134 13.6 14.2 143 14.4 14.6 15.0 15.3 15.4 15.8 15.7 16.0 16.7 179 

North Dakota 11.0 11.4 11.2 11.6 11.9 12.2 128 12.7 12.7 14.1 14.7 15.4 16.1 16.5 16.5 17.0 176 

Tennessee 15.8 15.8 15.6 15.5 15.8 15.4 16.2 15.8 16.5 165 16.8 16.7 "6.9 16.6 16.9 173 17.1 

Indiana 13.3 13.7 13.6 14.3 14.5 14.9 15.1 15.0 15.3 16.0 161 16.0 16.5 16.2 166 17.0 16.8 

Arkansas 11.6 11.9 11.8 129 13.1 13.7 14.0 14.2 15.0 150 15.5 15.5 15.7 158 15.9 16.7 16.6 

Mississippi 12.5 127 127 13.1 13.6 13.9 14.4 144 15.2 155 159 15.5 159 15.9 15.9 15.8 16.2 

Idaho 17.8 17.3 17.7 16.9 17.4 16.7 181 182 17.6 178 176 16.0 15.4 15.6 15.7 153 15.5 

Nebraska 113 117 11.0 11.5 12.1 12.6 128 13.4 136 134 142 14.4 149 149 14.8 154 155 

Oklahoma 13.5 12.4 119 12.5 12.5 125 130 13.2 14.1 13.6 14.3 14.3 14.2 14.4 14.5 15.2 15.3 

Texas 139 13.8 13.5 138 13.9 139 14.4 145 15.1 14.7 15.2 14.9 14.8 14.6 14.3 14.6 146 

Montana 16.4 166 15.9 15.3 15.3 15.3 15.6 13.4 158 148 161 12.6 14.1 14.0 14.0 14.4 14.6 

Iowa 106 11.0 10.7 11.3 11.6 12.0 12.2 12.5 129 130 13.3 13.5 14.0 14.0 139 14.5 146 

Georgia 12.4 12.3 12.2 12.8 126 13.1 13.5 13.3 14.1 14.0 14.5 14.0 14.4 14.2 14.5 14.5 14.4 

Kansas 10.9 11.3 10.7 11.3 11.5 117 12.0 12.2 12.8 12.6 13.3 13.3 135 13.5 13.6 14.2 14.4 

North Carolina 135 136 13.7 14.2 13.9 14.3 14.4 14.2 14.5 14.5 14.8 14.5 14.7 14.4 14.7 14.8 14.3 

Missouri 10.5 10.9 10.4 11.1 11.2 116 119 12.0 12.5 12.4 130 13.0 13.2 130 12.9 14.0 14.0 

Virginia 117 11.9 11.9 12.5 12.5 12.8 130 12.8 131 13.3 136 134 13.8 13.8 14.1 14.4 140 

Nevada 13.4 12.8 13.1 131 13.4 13.1 13.5 13.7 135 13.6 138 13.4 13.5 13.5 13.4 13.5 13.9 

Delaware 12.4 12.5 12.3 12.9 130 131 130 13.5 13.6 13.6 14.3 14.3 149 15.4 14.2 14.4 13.5 

Ohio 13.1 13.3 131 13.4 13.8 14.2 14.1 14.1 14.1 14.5 14.5 13.7 13.4 133 13.5 14.0 134 

Washington 18.6 18.4 17.3 17.1 16.2 16.1 159 16.0 16.4 16.9 16.3 13.1 124 12.8 12.9 13.3 13.3 

Oregon 15.0 149 14.3 14.6 14.4 14.4 14.9 14.7 14.0 14.0 14.7 13.2 129 127 127 12.8 130 

Minnesota 10.7 11.0 105 10.8 11.1 11.6 11.7 11.7 11.8 11.8 12.1 12.2 12.4 12.5 12.5 12.9 130 
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Decoupling: The Vehicle For Energy Conservation? 

Annual Per Capita Megawatt Hour Electricity Use*(cont.l 

South Dakota 9.1 9.5 9.1 96 9.8 10.0 104 104 10.5 10.6 11.0 114 11.7 11.8 119 12.6 12.8 

Florida 110 10.9 10.8 110 11.2 11.5 11.6 115 12.1 119 12.2 123 12.6 12.8 12.6 12.7 12.6 

Wisconsin 10.0 103 10.1 10.5 10.8 11.2 11.2 114 11.7 119 12.1 12.1 12.3 123 12.3 12.7 12.5 

USA 10.9 10.9 108 110 112 11.3 115 115 11.8 11.9 121 11.9 12.0 12.0 12.1 124 12.3 

Arizona 113 11.0 11.1 109 11.1 11.0 114 115 114 11.5 11.8 11.7 115 11.5 11.7 11.7 119 

Pennsylvania 9.6 9.7 9.7 9.9 10.1 103 104 10.5 10.6 10.5 109 11.0 114 114 11.6 12.0 118 

Maryland 10.3 105 104 108 10.9 11.1 11.1 109 11.1 11.2 114 11.5 12.6 130 12.1 123 113 

Illinois 9.7 10.1 96 10.0 10.2 105 104 104 10.7 10.7 10.8 10.9 110 108 11.0 114 11.1 

New Mexico 9.1 9.1 9.0 9.1 94 9.5 9.8 99 10.1 100 103 10.2 104 10.3 10.5 10.8 110 

Michigan 88 9.0 8.8 9.2 95 9.8 9.9 9.9 10.2 10.5 105 10.2 104 108 10.6 109 10.7 

Colorado 93 93 9.1 9.1 93 9.2 9.5 9.5 96 96 99 10.0 10.2 10.2 10.1 103 104 

Utah 8.9 89 9.0 8.9 9.1 92 96 96 96 9.9 103 10.1 10.0 10.1 10.1 100 102 

Maine 94 9.2 93 9.6 93 9.3 94 95 92 9.4 95 95 88 9.2 9.4 9.4 93 

Vermont 8.4 83 8.6 8.7 8.7 8.7 88 89 89 91 92 91 91 8.7 92 9.5 9.3 

New Jersey 81 8.3 8.0 83 83 83 82 80 8.2 8.5 83 86 8.7 89 9.0 95 92 

Alaska 7.7 75 7.4 7.3 7.5 7.7 7.9 7.9 8.2 8.5 85 8.6 8.5 8.5 8.7 8.8 9.1 

Connecticut 83 8.2 82 8.2 85 8.4 85 8.5 86 88 8.8 8.9 9.0 9.2 93 9.5 9.1 

Massachusetts 7.5 7.4 7.5 7.5 7.6 7.6 7.7 7.7 7.8 7.8 81 8.2 84 86 8.7 8.9 8.7 

New Hampshire 8.1 7.9 8.0 7.8 7.8 7.8 7.8 7.7 7.7 81 8.2 82 8.2 86 85 86 85 

Hawaii 7.5 7.5 7.5 7.4 7.5 7.7 7.8 7.7 7.6 7.8 80 80 81 84 8.6 83 83 

New York 7.2 7.1 7.0 7.1 7.1 7.0 7.1 7.1 7.2 7.4 7.5 7.6 7.7 75 7.5 7.8 74 

Rhode Island 64 63 63 6.5 65 6.5 65 6.6 6.7 69 69 7.0 7.1 73 74 7.5 73 

California 7.0 6.8 69 6.7 6.8 6.7 6.8 7.0 7.2 7.0 7.2 7.2 6.7 69 7.1 7.1 73 

'Sorted based on 2006 data.
 
Sources: U.S. Census Bureau and Energy Information Agency
 

Overall, Standard & Poor's views decoupling as positive for the credit quality of a utility. However, there are many 

other complex issues that regulators and utilities must consider, including unintended consequences, when 

establishing a decoupling rate mechanism. During the past 25 years, some companies have executed a successful 

energy-efficiency program (i.e., Northwest Natural Gas Co. and Pacific Gas and Electric Co.) through the use of 

decoupling, while others have failed (i.e., Puget Sound Energy Inc., and Central Maine Power Co.). As issues such as 

global warming continue to be part of the political landscape, increased focus on energy conservation appears 

inevitable, as well as the pressure for individual states to properly implement a decoupling mechanism to help 

facilitate conservation. 

Click on this link to see other articles in "Special Report: The Credit Cost Of Going Green For U.S. Electric 

Utilities. " 

Click on this link to go to the Special Report Archive. 
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Press Release 
S&P Estimates 6.1% Dividend Increase for the S&P 500 Companies in 2010;
 

2009 Dividend Payment Expected to Post 21.4% Decline
 

New York, December 7, 2009 - Standard & Poor's, the world's leading index provider, announced 
today that it expects the 2009 dividend payment for the S&P 500 to end the year at $2231, a 21.4% 
decline from the $28.39 paid in 2008. The decline equates to an aggregate payment of $1953 billion, 
compared to the $247.9 billion paid in 2008 leaving investors with $52.6 billion less in dividend 
payments for 2009. 

Year-to-date, there were 147 dividend increases in the S&P 500 (adding $9.5 billion to paymen.ts) 
compared to 241 increases for all of 2008 (which added $19.1 billion). According to S&P Indices 
senior index analyst, Howard Silverblatt, the difficulty has not been so much the lack of increases, but 
the high number of decreases. "There were 78 dividend cuts so far this year which decreased payments 
by $48.0 billion, and that was on top of the 62 cuts in 2008 that reduced payments by $40.6 billion," 
explains Silverblatt. 

At the start of 2009, Financials represented 20.5% of all dividend income in the S&P 500, down from 
the sector's peak of30%, and now accounts for just 9% of the payments. However, cuts were posted 
across all sector lines, with the lone exception of Consumer Staples. Year-to-date, 33 of the 34 
dividend actions in Consumer Staples were positive as the sector became the leading and most 
consistent dividend payer in the Index accounting for 17.4% of the payments. 

As for 2010, Standard & Poor's overall view for dividends is positive. "While we do expect additionai 
dividend decreases, Standard & Poor's believes that improving economic conditions will inspire 
companies to slowly increase their payouts," notes Howard Silverblatt, Senior Index Analyst at S&P 
Indices. "We expect dividend rate increases to average in the mid to high single digits, with the second 
half of the year much better than the first half as companies will need time to reassure themselves of 
their product and financial position." 

"Our initial S&P 500 dividend estimate for 20lOis set at $23.67, a 6.1% gain over our 2009 estimate 
of $2231. However, given a historical 5.6% dividend growth rate, it would takes years of above par 
increases to yield back what has been lost," adds Silverblatt. "Our optimistic outlook is set at $2430, 
or an 8.9% increase over the 2009 estimate." 

"On the pessimistic side of the equation, an increase in unemployment, stimulus spending and 
government-based programs would reduce our estimate to $17.91," continues Silverblatt. "However, 
under this scenario, dividends might be the least of our problems." 

Additional dividend research from Standard & Poor's can be found by visiting: 
www.marketattributes.standardandpoors.com and clicking on "Dividends". 
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~ BofAML Universe sector/Industry Factor Evaluation (cont'd) ;;:; 'II'o 3.1­

Valuation Analysis Expectation Analysis 2 =s. 
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ECONOMIC PROJECTIONS AND THE BUDGET OUTLOOK 
February 28, 2009 

The economic projections underlying the Administration's budget have received considerable attention. 

Here we briefly address the projections and some of the issues that have been raised. 

1. Comparison of the Administration Forecasts to Comparable Forecasts 

The Administration's economic assumptions were largely completed in early January and finalized on 

February 3rd. Therefore, the appropriate comparison is to other forecasts completed at the same time. 

The key summary variable for budget purposes is the rate of real GDP growth. Below we show 

comparisons to three alternative forecasts: 

•	 Blue Chip Consensus 
This forecast is a summary of a number of private forecasts. It was released on January 10, 2009. 

The January survey only covered 2009 and 2010. 
•	 Congressional Budget Office 

The CBO forecast is explicitly a pre-policy forecast. It was released on January 8, 2009. 1 The CBO 

also did an analysis of the American Recovery and Reinvestment Act of 2009 on February 11 th.2 

This analysis gives a low and a high estimate of the effect of the Act on output. We use these to 

construct a low and a high estimate of the implicit CBO post-policy forecast, based on the January 

8 baseline. 3 

•	 Macroeconomic Advisers 
Macroeconomic Advisers is a respected private forecaster reported in the Blue Chip Consensus. 

Their comparable forecast was released on December 24, 2009. 

Table 1 shows the forecasted year-over-year growth rates for the four forecasts. Figure 1 shows the 

forecasted path of GDP (in chained 2000 dollars) from the four forecasts. 

Table 1
 
Forecasted GOP Growth (Year/year)
 

--12009 I 2010 
'A-d-m-i-n-is-tr-a-ti-o-n----------"--------"" I _1.2%---"T--- -.-%---1 

1 3 2 

eBO (Average of Low and High) I -0.9 1~·6 
Blue Chip Oan.)	 I -1.6 1 2.4 
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Value of Ex-Dividend Adjustment. 

S&I 6 S&I S&I 

Growth 1 
Expected 2 

Adjusted 3 Divideud • 
ROE, ke' Adjusted ROE Adjusted 

Company Rate, g Dividend Stock Price, PO Z Before S&I Stock Price Impact ROE 
(percent) ($) ($) (percent) (percent) ($) (Basi, Points) (percent) 

I ALLETE 
[a] 

2.87 
[hI 
1.79 

[c] 
28.70 

[d) = [h/c) 
6.24 

[e] = [a + d] 
9.11 

If] 
27.44 

[g) = [hoi] 
29 

[hi = [h/f]+[a] 
9.39 

2 AIliant Energy 4.67 1.52 25.15 6.04 10.70 24.05 28 10.98 
3 Ameren Corp. 2.10 2.08 24.32 8.56 10.67 23.26 39 11.06 
4 American Electric Pow 4.13 1.71 28.15 6.07 10.19 26.92 28 10.47 
5 Avista Corp. 3.79 0.78 17.16 4.54 8.33 16.41 21 8.53 
6 Cleco Corp. 6.87 0.96 22.04 4.36 11.23 21.08 20 11.43 
7 Consolidated Edison 3.41 2.43 36.98 6.57 9.98 35.36 30 10.28 
8 DPL Inc. 7.29 1.20 22.85 5.26 12.55 21.85 24 12.79 
9 DIE Energy Co. 5.78 2.24 31.81 7.05 12.83 30.42 32 13.15 
10 Duke Energy Corp. 4.20 0.97 14.50 6.68 10.88 13.86 31 11.19 
11 Edison International 5.34 1.30 30.78 4.23 9.57 29.43 19 9.76 
12 Empire Dis!. Elec. 7.26 1.37 16.65 8.25 15.51 15.92 38 15.88 
13 Entergy Corp. 5.78 3.17 75.92 4.18 9.96 72.60 19 10.16 
14 FirstEnergy Corp. 4.96 2.31 39.59 5.83 10.79 37.86 27 11.06 
15 FPL Group, Inc. 7.73 1.98 56.43 3.50 11.23 53.97 16 11.39 
16 Hawaiian Electric 6.72 1.32 17.80 7.43 14.15 17.02 34 14.49 
17 ldaCorp 4.02 1.25 25.17 4.96 8.98 24.07 23 9.21 
18 MGEEncrgy 5.05 1.52 33.20 4.58 9.62 31.75 21 9.83 
19 NiSource Inc. 1.30 0.93 11.67 7.99 9.29 11.16 36 9.65 
20 Northeast Utilities 4.20 0.94 21.80 4.30 8.50 20.85 20 8.70 
21 NSTAR 6.99 1.58 30.97 5.10 12.08 29.61 23 12.31 
22 PG&ECorp. 5.62 1.71 37.82 4.52 10.15 36.17 21 10.35 
23 Pinnacle West 5.70 2.22 29.35 7.56 13.27 28.07 35 13.61 
24 Portland General 5.58 1.05 18.79 5.56 11.14 17.97 25 11.40 
25 Progress Energy 3.36 2.56 36.95 6.92 10.28 35.33 32 10.60 
26 Public Service Enter 7.77 1.41 32.18 4.39 12.16 30.78 20 12.36 
27 Southern Co. 5.48 1.81 30.28 5.97 11.45 28.96 27 11.72 
28 Teco Energy, Inc. 8.74 0.87 11.92 7.30 16.04 11.40 33 16.37 
29 Vectren Corp. 5.30 1.40 23.33 6.00 11.30 22.31 27 11.57 
30 Wisconsin Energy 7.45 1.31 40.57 3.22 10.67 38.80 15 10.82 
31 Xcel Energy, Inc. 5.92 1.02 18.32 5.55 11.47 17.51 25 11.72 

Average 11.10 0/0 26 11.36 

Notes: 
[1] 
[2] 
[3] 
[4J 
[5J 
[6] 

Simple Average of Value Line and BR+SV growth rates. See Exhibit JDM-11 
Expected Dividend =[DO'(1 +g)]. See Exhibit JDM.a. 
Adjusted Slocle Price. See Exhibit JDM-7. 
Forward Annual Dividend per Share (Dl) ={[DO'(1 +g)]JPO}. 
Not adjusted for selling and issuance expenses. 
S&I Adjusted Slocle Price =(Average S&I EXjlense)'(Adjusted Stacie Price). 
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Hawaii Electric Dividend Demonstration 

Company Beta Price 

EPS 

2012·14 

Hawaiian Electric 0.75 $17.72 1.75 
Hawaiian Electric 0.75 $17.72 1.75 
Hawaiian Electric 0.75 $17.72 1.91 

DPS BPS 

2009 2010 2012·14 2009 2010 2012-14 

1.24 
1.24 
1.24 

1.24 
1.28 
1.24 

1.24 
1.40 
1.24 

20.90 
20.90 
20.90 

21.40 
21.40 
21.40 

22.25 
22.13 
22.25 

# of Shares 

2009 2012-14 

135.00 
135.00 
135.00 

157.00 
157.00 
157.00 

Company 

Hawaiian Electric 
Hawaiian Electric 
Hawaiian Electric 

Median 

Retention Return on
 
Rate Equity
 
2012 2012 

29.14% 7.92% 
20.00% 7.95% 
35.08% 8.64% 

BxR 
Increase in 

Shares 
PBR 
2008 S Factor V Factor SxV 

Sustainable 
Growth 

Long·Fonn 
ROE 

2.31% 
1.59% 
3.03% 

3.85% 
3.85% 
3.85% 

0.85 
0.85 
0.85 

0.03 
0.03 
0.03 

-0.18 
-0.18 
-0.18 

-0.59% 
-0.59% 
-0.59% 

1.72% 
1.00% 
2.44% 

8.32% 
8.53% 
8.89% 

1.72% 8.53% 

DPS 
Growth 
2011·14 

0.00% 
2.33% 
0.00% 
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Summary of Recent ROE Awards In Other Jurisdictions as of December 28, 2009 
(Excluding unreported ROE Cases and NYS PSC cases) 

Stele Company Case Idantification Service Increase Requested Increa... Authorized 
Data Rate Retum Retum Common Rate Dale Rate Retum Return Common Test Year Rate Rate Base Lag 

Increase on rate on Equity EquitylTotal Base(SM) Inc..... on rote on Equity EquilylTo End 8o..(SIII) valUltion (lIIonths) 
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Arkansas Oklahoma Gas and Electric Co. D-08-103-U Eledri 8129/2008 26.4 7.38 1225 41.96 386. 5/20/2009 13.3 6.43 10.25 ~.04 Dee-07 358.7 Year-end 8 
Arkansas Southwestern Electric Power Co D-09-OO8-U Eledri 2/19/2009 25.3 7 11.5 35.68 609.0 11/2412009 17.8 6.01 10.2 33.9 Dee-O 612.3 Year~end 

Arizona Arizona Public Service Co. D-E-01 ~5A-08-0172 Eledri 3/24/2008 ~.2 8.86 11.5 53.8 5 ~O.OO 121181200 3~.7 8.5 11 53.79 Dee-07 5582.1 Year-end 21 
Califomia Sierra Pacific Power Co. AP-08-08-004 Eledri 811/200 8.9 8.81 11. 43.71 1~.~ 11/31200 5.5 8.51 10.7 43.71 Dee-09 141.~ Aver8ae 15 
California Southern california Edison Co. A0-07-11-011 Eledri 11/19/200 738.7 8.75 11. 4 13242.00 31121200 308.1 8.75 11.5 ~ Dee-09 12766.50 Averaae 15 
Colorado Public Service Co. of CO D-09AL-299E Eledri 51112009 285. 9.14 11.25 58.05 4~0.5 1213/2009 237.9 N.A 10.5 Ni Dee-08 NA Averaae 7 
Colorado Public Service Co. of CO D-088-520E Eledri 11/14/2008 159.3 9.01 11 ~.08 4122.20 5127/200 112.2 NA Ni Ni NA NA N.A 
Connecticut CT Natural Gas Co",. 0.08-12-06 Natural Gas 1/1812009 7.4 10.09 12.2 58 355.00 6130/200 -16.2 7.92 9.31 52.52 Jun-08 332.90 Date certain 
Connecticut Southern Connecticut Gas Co. 0.08-12-07 Natural Gas 1/201200 ~.2 10.0 12.2 57.61 484.~ 7/17/2009 -12.5 8.05 92 52 Jun-08 4~.80 Date Certain 5 
Connecticut United lIIuminatina co. 0.08-07-04 Eledri 8/812008 52.4 8.75 10.75 50 511.30 214/2009 6.1 7.59 8.75 50 Dee-07 498.70 AvaraoE! 6 
Florida Florida Public Utilities Co. D-080366-GU NatUral Gas 1211712008 9.9 8.7 11.75 42.41 73.7 5127/2009 8.5 8.17 10.8 4217 Dee-09 73.30 Averaae 5 
Florida Peooles Gas Svstem D-080318-GU Natural Gas 8/11/2008 26. 8.88 11. 48.54 ~3.60 5151200 19.2 8.5 10.75 48.51 Dee-O ~0.8 Average 8 
Florida TamDs Electric Co. D-080317-EI . Eledri 81111200 228.2 8.82 12 50.21 36~.80 31171200 147.7 8.2 11.25 47.49 Dee-09 3613.00 Average 7 
Iowa Black Hills Iowa Gas Utilitv D-RPU-08-3 Natural Gas 6131200 13.6 9.51 11. 52.31 94.20 6/31200 10.4 8.71 10.1 51.38 Dee-07 87.~ Average 12 
Idaho Avista Corn. C-AVU-E-09-01 Electri 1/2312009 31.2 8.8 11 ~ 577.40 7/17/2009 12. 8.55 10.5 ~ Seo-08 576.30 Average 5 
Idaho Avista Corn. C-AVU-G-09-01 Natural Gas 1/2312009 2. 8.8 11 ~ 90.50 7/17/2009 1. 8.55 10. 50 Seo-08 90.00 AveraQe 5 
Idaho Idaho Power Co. C-IPC-E-09-07 Electri 3/13/2009 11.2 818 10.5 49.27 NA 512912009 10.5 8.18 10. 49.27 Dee-O NA N.A 2 
Idaho Idaho Power Co. C-IPC-E-08-10 Eledri 6/27/200 86.6 8.55 11.2 49.27 2093.40 1/30/2009 27 8.18 10.5 49.27 Dee-08 2094.1 Year-end 7 
Idaho PacifiCo", C-PAC-E-08-07 Eledri N.A 19.4 8.49 10.7 50. ~5.4 4/1612009 4.4 N.A NA N N.A NA N 
Illinois Northern Illinois Gas Co. D-08-0~3 Natural Gas 4129/2008 140.4 9.27 11.15 ~.8 1515.7 3125/2009 80.2 8.09 10.17 51.0 Dee-09 13~.60 Averaae 11 
Indiana Indiana Michigan Power Co. ca-43306 Eledri 1/31/2008 80.2 8.1 11.5 45.8 1999.10 314120lK 19.1 7.62 10.5 45. Seo-07 2000.90 Year-end 13 
Kansas Kensas City Power & Lillht D-09-KCPE-246-RTS Eledri 9/512008 71. 8.75 10.75 55.39 12~.10 61241200 59 N.A NA Dec-07 Year-end 9 
Kansas Kansas Gas and Electric Co. D-08-WSEE-1041-RTS KG&E Electri 512812008 87.6 8.69 10.9 48.~ 1517.30 1121/2009 65 N.A NA N.A N.A 7 
Kansas Westar Enerav Inc. D-08-WSEE-1 041-RTS fWR Eledri 5/2812008 90 8.68 10.9 48.~ 1641.1 1/2112009 6 NA NA NA NA NA 7 
Kentuckv Columbia Gas of Kentuckv Inc C-2009-00141 Natural Gas 511/200 11. 9 12.25 52.02 181.70 10/26/2009 6.1 N.A NA NA NA N.A 5 
Kentuckv Kentuckv Utilrties Co. C-2oo8-oo251 Eledri 7/29/200 22.2 7.77 11.25 52.63 2216.90 2151200 -8.9 N.A NA N NA N.A 6 
Kentuckv Louisville Gas & Electric Co. C-2oo8-00252 elec. Electri 7/29/2008 15.1 8.3 11.25 52.4 1795.20 215/200 -13.2 N.A NA NA N.A NA 6 
Kentuckv Louisville Gas & Electric Co. C-2008-00252 {gas Natural Gas 7/29/2008 29.8 8.12 11.2 52.48 438.50 21512009 22 N.A NA NA N.A NA 6 
Louisiana C1eco Power LLC D-U-30689 Eleclri 7/14/2008 251>.1 9.38 122 52.04 1907.5 10/14/2009 173. 8.52 10.7 51 Jun-O 1 9~.70 Averaae 15 
Louisiana Enterav New Orleans Inc. D-UD-08-03 elec. Eledri 7/31/2008 -18.2 8.78 11.75 48.86 ~7.60 4/212009 -24.7 NA 11.1 NA Dee-08 NA Year-end 8 
Louisiana Entergy New Orleans Inc. D-UD-08-03 (aas Natural Ga 7/31/2008 8.4 8.78 11.75 48.68 77.80 4/21200 5 N.A 10.75 NA Dee-O NA Year~en 8 
Massachusetts Bay State Ga. Co. CPU 09-30 Natural Gas 4/1612009 ~.8 9.41 12.25 53.57 468.80 10/30/2009 19.1 8.18 9.9 53.57 Dee-08 467.10 Year-end 6 
Massachusetts Massachusetts Electric Co. CPU 09-39 Electri 5/15/2009 111.3 9.2 11.6 ~.~ 14857 11/30/2009 43. 7.85 10.35 43.1 Dee-08 152100 Year-end 6 
Massachusetts New England Gas Comaany CPU 08-35 Natural Gas 7/17/200 5.6 8.73 11.4 47 51.90 21212009 3.7 7.74 10.05 ~.19 oee-07 50.70 Year-end 6 
Marylend Delmarva Power & Liaht Co. C-9192 Eledri 5/61200 14.1 8.58 11.25 49.87 310.40 121212009 7.5 7.96 NA NA Dee-08 Averace 7 
Michiaan Consumers Enerav CO. C-U-15645 Eledri 11/1412008 17 7.12 11 40.88 6267.0 11/212009 139.4 6.98 10. 40.51 Dee-O 61~.8 Averaae 11 
Michi an Michiaan Gas UtiUties Coro C-U-15990 Natural Gas 7/1/2009 8.4 7.7 12 47.27 189.90 12116/2009 3.5 7.16 10.75 47.27 Dee-10 N NA 5 
Michi an Michiasn Gas Utilities Coro C-U-15549 Natural Gas 5/1612008 13. 7.97 11.25 ~.49 204.0 1/13/2009 7.6 1045 ~.49 Dec-09 N N 
Michi an UDDer Peninsula Power Co. C-U-15968 Eledri - 61261200 12.2 8.67 12 49.52 145.50 1211612009 6.5 7.83 10.9 49.52 Dee-10 5 
Minnesota AlLETE Minnesota Power D-E-015IGR-08-415 Eledri 5/212008 ~ 8.68 11.15 ~.79 713.10 4131200 20.4 8.4 10.74 ~.7 Jun-09 703.0 Avera e 11 
Minnesota centerPoint Enerav Resources D-G-008lGR-08-1075 Natural Gas 11/3/2008 59.8 8.2 11 ~.45 692.0 1211/200 43 8.09 10.2 52.55 Dee-O N 13 
Minnesota Minnesota Enerav Resources D-G-a07 011/GR-08-835 Natural Gas 7/31/2008 17 8.73 11.75 48.77 189.4 5121/2009 15. 7.9 10.21 ~.77 Dee-08 18940 Avera e 9 
Minnesota Northern State. Power Co. - MN D-E-002/GR-08-1065 Eledri 11/312008 135.8 8.89 11 52.47 4067.40 10/2312009 91. 8.83 10.8 52.47 Dee-09 4070.40 Avera 11 
Missouri Kansas City Power & Uaht C-ER-2009-oo89 Eledri 9/512008 101.5 8.69 10.7 53.82 1501.40 6110/200 9 N.A NA NA Dee-07 NA Year-en 9 
Missouri KCP&L Greater Missouri Cp Co C-ER-2009-oo90 L&P Eledri 9/5/2008 17.1 9.29 10.75 53.82 305.0 6/1012009 15 N.A NA N Dee-07 NA Year-end 9 
Missouri KCP&L Greater Missouri Op Co C-ER-2oo9-0090 MPS Eledri 9/5/200 66 8.93 10.7 53.82 1202.2 6110/2009 48 NA NA NA Dee-07 NA Year-end 9 
Missouri Union Eledric Co. C-ER-2008-0318 Electri 4/4/2008 242.7 8.~ 10.9 50.93 59~.20 112712009 161. 8.~ 10.76 52.01 Mar-08 5 786.~ Year-end 9 
North Carolina Duke Energy carolinas LLC D-E-7, Sub 909 Eledri 61212009 ~1.7 8.84 11. 53 9673.10 1217/200 3152 8.3 10.7 52.5 Dee-O 9533.0 Year-en 6 
North Dekota Oller Tail Co",. C-PU-08-862 Electri 11/312008 6.1 8.89 11.25 53.3 187.2 11/25/2009 3.1 8.62 10.7 53.3 Dee-07 187.4 Averaae 12 
New Hampshire EnergyNorth Natural Gas Inc D-DG-08-oo9 Natural Gas 2/25/2008 8.8 9.64 12.25 ~ 145.9 5129/2009 5.5 8.28 9.54 5 Jun-07 145.90 Averaae 1 
New Jersey Pivotal Utility Holdinas Inc. D-GR-09030195 Natural Gas 311012009 17.4 8.41 11.25 49.7 ~.1 1211712009 2. 7.64 10.3 47.89 Se0-09 420.00 Year-end 
New Mexico EI Paso Eledric Co. C-09-OO171-UT Eledri 5129/2009 12.7 9.06 11.5 49.3 339.~ 12110/200 5.5 N.A N NA NA 339.3 Year-end 6 
New Mexico Public Service Co. of NM C-08-00273-UT Eledri 9/2212008 123.3 9.4 11.75 50.47 1599.20 5/28/200 77 8.7 10.5 50.47 Mar-OS 1 ~9.00 Year-end 8 
New Mexico Southwestern Public Service Co e-oS-00354-UT Eledri 1211812008 24.6 9.5 12 50 321.0 7/14/2009 14.2 N.A NA N.A N.A NA NA 6 
Nevada Nevada Power Co. 0.08-12002 Eledri 1211/2008 305.7 8.86 11.26 ~.15 5009.50 612412009 222. 8.66 10.8 ~.15 Jun·O 4680.90 Year-end 
Nevada Southwest Gas Com. 0.09-04003 Southern Natural Gas 4/312009 26.5 7.7 10.8 47.0 823.40 10/2612009 17. 7.4 10.15 47.09 Nov-08 819.7 Year-end 6 
Nevada Southwest Gas Com. 0.09-04003 Norihem Natural Gas 41312009 1.3 8.6 10.8 47.09 119.10 10/281200 -0.5 8. 10:1 47.0 Nov-OS 116.6 Year-end 6 
Ohio Cleveland Elec lIIuminatina Co e-07-o551-EL-AIR CEI EllJdri 6/7/2007 108. 9.15 11.75 4 1295.80 1/211200 29.2 8.48 10. 4 Feb-O 983.60 Date Certain 19 
Ohio Duke Enerav Ohio Inc. C-08-0709-EL-AIR Eledri 7/2512008 85.6 9.1 11 ~.28 979.5 718/2009 55.3 8.61 10.63 51.59 Dee-08 963.80 Date certain 11 
Ohio Ohio Edison Co. C-07-0551-EL-AIR OE Eledri 6/7/2007 160.8 9.06 11.7 4 1590.80 1/21/2009 68. 8.48 10.5 49 Feb-08 1251.3 Date Certain 1 
Ohio Toledo Edison Co. C-07-0551-EL-AIR E Eledri 81712007 70.5 8.9 11.75 4 523.30 . 1/21/200 38.5 8.48 10. 49 Feb-08 414.0 Date Certain 19 
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Summary of Recent ROE Awards in Other Jurisdictions as of December 28, 2009 
(Excluding unreported ROE Cases and NYS PSC cases) 

State Company Case Identif.eation Service Increase Requested InentaS8 Authorized 
Date lUte Return Return Common Rate Data Rate Return Return Common Test Year Rate RateBa.. Lag 
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May-08 Date Certain 13Ohio Vectran Enerav Deliverv Ohio e-07-108lJ.GA-AIR 11.5 52 14.8 NA 234.~Natural Gas 11/20/2007 27 231.9 1/71200 8.8 NA9.36 

NA Year-end 4Oklahoma NA NOklahoma Gas and Electric Co. ca·PUD2008OO398 21271200 110.3 12.25 54.14 2862.7 7/241200 48.3 NA Seo-08Electri 9.~ 
Year-end 5Oklahoma ONEOKlnc. ca-PUD2oo8OO110 11 55.3 12114/2009 8.5 10.5 55.3 Dec-C 752.70Natural Gas 6126/2009 ~.1 7~.20 54.8.81 
Year-end 6Oklahoma Public Service Co. of OK 441 1467.30Ca-PUD-200~0144 Eledri 7111/2008 132.6 11.25 44.1 1545.20 1/14/2009 59.3 8.31 10.5 Feb-O8.~ 

Avera e 4Oreaan Avista Corn. D-UG-1~ Natural Gas 11 51.45 1012612009 8.8 8.19 10.1 50 Dec-1 133.40612512009 14.2 8.96 147.~ 

8PennSYlvania Eauitable Gas ComDsnv NA NA Dec-08 NAC-R-2008-2029325 Natural Gas 6/30/2008 8.8 11.9 50 583.30 212612009 38.4 Ni51. 
7Pennsvlvania NA NA Seo-O NAUGI Central Penn Gas R-2oo8-2079675 Natural Gs 1/29/2009 12.2 49.0 254.00 8/27/200 10 Ni19. 8.95 

N< NA NA Seo-09 NA 7Pennsylvania UGI Penn Natural Gas R-2oo8-2079660 42330Natural Gas 1/2912009 8.95 12.2 49.03 8127/200 19.38.1 
Mar-10 Avera eTennessee Almas Energy Corp. 0.08-00197 11.7 50 190.1 8.2 10.3 4812 190.10Natural Gas 10/15/2008 7.4 9.04 3/9/200 2. 

N N~ NA NA 17Mar-07Texas EnterQY Texas Inc. 0.34800 91261200 107.5 11 48.69 1746.1 3111/2009Eledri 8.67 30. 
Year-end 13Texas Oncor Electric Delivery Co. 0.35717 11.5 40 7302.6 8/1312009 115.1 8.2 10.2 40 Dec-07 7073.7Eledri 6127/2008 241.6 8.55 

. Eledri N~ NA 11Texas Southwestern Public Service Co D-357~ 11.25 51.01 NA611212008 94.4 989.40 5/2212009 57.4 NA Dec-078.85 
NA 11Texas Texas·New MexiCO Power Co. 0.36025 Electri 11.25 40 430.10 811312009 12.7 N NA NA Mar-08 NA8/29/2008 24. 10.16 

Ayerag, 9Utah PacifiCore 0.08-035-38 11 515 8.36 10.61 51 NAElectri 7/17/2008 137.8 8.69 4549.~ 4/21/2009 45 oec-o 
Average 11Washinaton D-UE-090134 8.25 10.2 46. Seo-08 991.00Avista Core. Eledri 1/23/2009 8.68 11 47.51 1007.10 121221200 12.169. 

102 Seo-08 Averaae 11Washinaton Avista Corn. D-UG-090135 Natural Gas 1/231200 11 47.51 178.30 121221200 0.6 8.25 46.5 169.64.9 8.68 
NA NA 10Washinaton PacifiCore D-UE-090205 Eledri 219/200 11 50.1 737.90 121161200 13 8.06 NA NA N38.5 8.51 

Averaae 7Wisconsin Madison Gas and Electric Co. D-327o-UR·116 elec 412912009 412.1 8.67 10. 55.34 Dec-10 420.20Eledri 9.26 10.8 58.05 1212212009 11.16 
Averaae 7Wisconsin Madison Gas and Electric Co. D-327o-UR·116 {aas 10. Dec-10 122.70Natural Gas 4129/2009 4.4 10.8 56.05 130.2 1212212009 ·1.5 8.B6 55.349.18 

8.93 52.3 ~.OO AveraaeWisconsin Northem States Power Co - WI D-422o-UR·116 elec 10.75 53.12 ~.OO 1212212009 10.4 Dec-10Electri 611/2009 30.4 9.22 6.4 
Averaae 9Wisconsin Wisconsin Electric Power Co. 10.7 52.97 10.4 53.02 Dec-10 3181.90D-5-UR·104 EP-EL Electri 3113/2009 126.6 3229.70 12118/2009 85.8 8.969.53 
AveraWisconsin Wisconsin Electric Power Co. 8.85 53.02 402.00 9D-5-UR-104 EP-GAS Natural Gas 3113/2009 10.75 52.97 412.9C 1211812009 -2 10.4 Dec-122.1 9.45 
Avera e 9Wisconsin Wisconsin Gas lLC D-5-UR-104 Natural Gas 10.75 46.68 121181200 5.7 9.09 10.5 46.62 Dec-10 592.4G 31131200 38. 10.2 611.4 
Avera e 7Wisconsin Wisconsin Power and Liaht Co 6680 UR-117 9.81 10.4 50.38 Dec-10 1381.2elec Eledri 5181200 1152 10.6 53.54 1362.0 12118/200 58.85.5 
Avera e 75.6 8.84 10. Dec-10Wisconsin Wisconsin Power and Liaht Co 66Bo-UR·117 as Natural Ga 51812009 10. 53.54 212.2 12118/2009 50.36 214.96.2 9.71 

9.45 Mar-08 Avera e 13West Virainia HODe Gas Inc C-08-1783-G-42T Natural Ga 10/1612008 12 50.59 169.10 8.8 6.86 42.34 75.6034.4 9.55 11120/2009 
118 NA NA NAWvomina PacifiCore D-20ooo-333-ER·08 Electri 7/24/2008 10.7 51.9 1490.00 512012009 NA NA28.7 8.53 

Souree Median 10.SO 49AO 
Regulatory Research Associates Website accessed on December 28, 2009 
Unk: AveraAe 10.41 48.54 
BRA Rate Case HiStory for 2009 Excluding NYS 

Minimum 8.75 34.19 

Maximum 11.50 55.34 
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