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I. INTRODUCTION

Q.
Please state your name and business address.

A.
William E. Avera, 3907 Red River, Austin, Texas, 78751.

Q.
In what capacity are you employed?

A.
I am the President of FINCAP, Inc., a firm providing financial, economic, and policy consulting services to business and government.

Q.
Please describe your educational background and professional experience.

A.
A description of my background and qualifications, including a resume containing the details of my experience, is attached as Exhibit No.___(WEA-2).

A. Overview

Q.
What is the purpose of your testimony in this case?

A.
The purpose of my testimony is to present to the Washington Utilities and Transportation Commission (the “Commission” or “WUTC”) my independent evaluation of the fair rate of return on equity (“ROE”) for the jurisdictional electric and gas utility operations of Avista Corp. (“Avista” or “the Company”).  In addition, I also examined the reasonableness of Avista’s capital structure, considering both the specific risks faced by the Company and other industry guidelines.  

Q.
Please summarize the information and materials you relied on to support the opinions and conclusions contained in your testimony.

A.
To prepare my testimony, I used information from a variety of sources that would normally be relied upon by a person in my capacity.  I am familiar with the organization, finances, and operations of Avista from my participation in prior proceedings before the WUTC, the Idaho Public Utilities Commission, and the Oregon Public Utility Commission.  In connection with the present filing, I considered and relied upon corporate disclosures, publicly available financial reports and filings, and other published information relating to Avista.  I also reviewed information relating generally to current capital market conditions and specifically to current investor perceptions, requirements, and expectations for Avista’s utility operations.  These sources, coupled with my experience in the fields of finance and utility regulation, have given me a working knowledge of the issues relevant to investors’ required return for Avista, and they form the basis of my analyses and conclusions.

Q.
What is the role of the rate of return on common equity in setting a utility's rates?

A.
The ROE serves to compensate common equity investors for the use of their capital to finance the plant and equipment necessary to provide utility service.  Investors commit capital only if they expect to earn a return on their investment commensurate with returns available from alternative investments with comparable risks.  To be consistent with sound regulatory economics and the standards set forth by the U.S. Supreme Court in the Bluefield
 and Hope
 cases, a utility’s allowed ROE should be sufficient to: 1) fairly compensate the utility’s investors, 2) enable the utility to offer a return adequate to attract new capital on reasonable terms, and 3) maintain the utility’s financial integrity.
Q.
How did you go about developing your conclusions regarding a fair rate of return for Avista?

A.
I first reviewed the general conditions in capital markets, as well as the operations and finances of Avista and industry-specific risks perceived by investors.  With this as a background, I conducted various well-accepted quantitative analyses to estimate the current cost of equity, including alternative applications of the discounted cash flow (“DCF”) model and the Capital Asset Pricing Model (“CAPM”), as well as reference to expected earned rates of return.  Based on the cost of equity estimates indicated by my analyses, the Company’s ROE was evaluated taking into account the specific risks and potential challenges for Avista’s utility operations in Washington.

B. Summary of Conclusions

Q.
What are your findings regarding the fair rate of return on equity for Avista?

A.
Based on the results of my analyses and the economic requirements necessary to support continuous access to capital under reasonable terms, I determined that a fair ROE for Avista falls in the range of 11.3 percent to 13.3 percent.  The bases for my conclusion are summarized below:

· The turmoil in financial markets has resulted in a fundamental shift in investors’ risk perceptions, which has increased the cost of capital for utilities such as Avista:

· The dramatic sell-off in common stocks and sharp increase in utility bond yields associated with the ongoing credit crisis are indicative of a significant revision in investors’ willingness to assume risks, which has led to higher costs for long-term capital;

· Yields on triple-B rated utility bonds have increased approximately 100 basis points since the Multi-party Settlement Stipulation (“Settlement”) in Avista’s last Washington rate proceeding was reached in August 2008, which specified an ROE of 10.2 percent;  

· Because of the “flight to quality”, government bond yields have fallen sharply at the same time that the required returns for other asset classes, such as common stocks and public utility bonds, have moved sharply higher to compensate for increased perceptions of risk.  As a result trends in Treasury bond yields have virtually no relevance in evaluating long-term capital costs for Avista in the current capital market climate.

· In order to reflect the risks and prospects associated with Avista’s jurisdictional utility operations, my analyses focused on a proxy group of seventeen other utilities with comparable investment risks.  Consistent with the fact that utilities must compete for capital with firms outside their own industry, I also referenced a proxy group of comparable risk companies in the non-utility sector of the economy;

· Because investors’ required return on equity is unobservable and no single method should be viewed in isolation, I applied both the discounted cash flow (“DCF”) and capital asset pricing model (“CAPM”) methods, as well as the comparable earnings approach, to estimate a fair ROE for Avista:

· My application of the constant growth DCF model considered four alternative growth measures based on projected earnings growth, as well as the sustainable, “br+sv” growth rate for each firm in the respective proxy groups;
· After eliminating low- and high-end outliers, my DCF analyses implied a cost of equity range of 11.5 percent to 13.4 percent for the proxy group of utilities and 13.1 percent to 13.5 percent for the group of non-utility companies; 
· Application of the CAPM approach using forward-looking data that best reflects the underlying assumptions of this approach implied a cost of equity of 11.2 percent for the utility proxy group and 11.5 percent for the firms in the non-utility proxy group;

· My evaluation of earned rates of return expected for utilities suggested a cost of equity on the order of at least 11.4 percent;

· Based on these results, I concluded that the cost of equity for the proxy groups of utilities and non-utility companies is in the 11.3 percent to 13.3 percent range.

Considering investors’ expectations for capital markets and the need to support financial integrity and fund crucial capital investment even under adverse circumstances, I concluded that Avista’s requested ROE of 11.0 percent is reasonable and, if anything, understated.  Based on my evaluation, I determined that:

· Because Avista’s requested ROE of 11.0 percent falls below the lower bound of my recommended range, it represents a conservative estimate of investors’ required rate of return;

· The reasonableness of an 11.0 percent minimum ROE for Avista is also supported by the need to consider the Company’s credit standing, which remains relatively weak: 
· The pressure of funding significant capital expenditures of $420 million in the next two years, given that the Company’s ratebase is $1.9 billion, coupled with increased operating risks, heighten the uncertainties associated with Avista;
· Because of Avista’s reliance on hydroelectric generation and increasing dependence on natural gas fueled capacity, the Company is exposed to relatively greater risks of power cost volatility;

· Standard and Poor’s Corporation (“S&P”) ranks Avista as 159 out of a total 175 utilities with investment grade credit ratings, with only 16 companies in the industry having a credit profile weaker than Avista’s;  
· Given Avista’s present credit ratings, an inadequate rate of return imposed in this proceeding would further pressure the Company’s financial flexibility and credit standing;
· My conclusion that an 11.0 percent ROE for Avista is a conservative estimate of investors’ required return is also reinforced by the Company’s relatively greater risks as compared with the proxy groups, the greater uncertainties associated with Avista’s relatively small size, and the fact that my recommended ROE range does not consider flotation costs. 
Q.
What is your conclusion as to the reasonableness of the Company’s capital structure?

A.
Based on my evaluation, I concluded that a common equity ratio of approximately 47.5 percent represents a reasonable basis from which to calculate Avista’s overall rate of return.  This conclusion was based on the following findings:
· Avista’s requested capitalization is consistent with the Company’s need to strengthen its credit standing and financial flexibility as it seeks to raise additional capital to fund significant system investments and meet the requirements of its service territory;

· Avista’s proposed common equity ratio is entirely consistent with the range of common equity ratios maintained by the proxy group of utilities.  It is also in-line with the 45.3 percent and 50.1 percent average equity ratios for the proxy utiliites, based on year-end 2007 data and near-term expectations, respectively;  

· My conclusion is reinforced by the investment community’s focus on the need for a greater equity layer to accommodate higher operating risks and the pressures of funding significant capital investments.  This is reinforced by the need to consider the impact of unfavorable capital markets conditions, as well as off-balance sheet commitments such as purchased power agreements, which carry with them some level of imputed debt.

Q.
What other evidence did you consider in evaluating your recommendation in this case?

A.
My recommendation was reinforced by the following findings:

· Sensitivity to regulatory uncertainties has increased dramatically and investors recognize that constructive regulation is a key ingredient in supporting utility credit standing and financial integrity;

· Providing Avista with the opportunity to earn a return that reflects these realities is an essential ingredient to strengthen the Company’s financial position, which ultimately benefits customers by ensuring reliable service at lower long-run costs;  

· My conclusion is reinforced by the economic reality that Avista’s actual returns have fallen systematically short of the allowed ROE; and the financial impact of an ROE below the minimum level requested by Avista would threaten the Company’s ability to maintain an investment grade credit rating; 

· Investors are aware of the near-term challenges posed by upward pressure on costs and rising capital expenditures.  For Avista, these concerns are magnified by the fact that its credit standing remains on the precipice between investment grade and speculative status;

· Regulatory support, including a reasonable ROE, will be a key driver in securing additional progress towards continued improvement in the Company’s financial health.  Further strengthening Avista’s financial integrity is imperative to ensure that the Company has the capability to maintain an investment grade rating while confronting potential challenges associated with funding infrastructure development necessary to meet the needs of its customers.

II. CAPITAL MARKET CONDITIONS

Q.
What is the purpose of this section?

A.
This section evaluates the impact of recent capital market trends on Avista’s ROE.  In addition, I examine the implications of Avista’s relatively weak credit standing and discuss why it is critical to support improvement in the Company’s finances on an ongoing basis. 

C. Long-term Capital Costs Have Increased

Q.
What are the implications of recent capital market conditions? 

A.
Recent volatility in the debt and equity markets linked to the ongoing financial crisis and the economic downturn evidences investors’ trepidation to commit capital and marks a significant upward revision in their perceptions of risk and required returns.  The Chicago Board Options Exchange Volatility Index, commonly known as the “VIX”, is a key measure of expectations of near-term volatility and market sentiment based on options prices for the S&P 500 Composite Stock Index (“S&P 500”).  The unprecedented price fluctuations and uncertainty that investors have endured since the third-quarter of 2008 is mirrored in the sharp and sustained increase in the VIX, plotted in Figure WEA-1, below:

figure WEA-1
CBOE VIX Index – one-month moving average
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Bloomberg reported in October 2008 that the VIX had surged 26 percent to almost triple its average during the past year.
  

With respect to utilities specifically, as of year-end 2008, the Dow Jones Utility Average stock index had declined over 28 percent since June 2008, while yields on utility bonds have increased precipitously.  Figure WEA-2 below plots the monthly average yields on triple-B utility bonds reported by Moody’s Investors Service ("Moody’s") from January to December 2008:

figure WEA-2
moody’s triple-b public utility bond yields


[image: image2.wmf]6.0%

6.5%

7.0%

7.5%

8.0%

8.5%

9.0%

9.5%

Jan-08

Feb-08

Mar-08

Apr-08

May-08

Jun-08

Jul-08

Aug-08

Sep-08

Oct-08

Nov-08

Dec-08

Settlement Filed (10.2% ROE)



As illustrated above, from January to August 2008 the average yield on triple-B rated utility bonds increased gradually to approximately 7 percent.  Meanwhile, Moody’s reported that for the months of October and November 2008 the average yield on triple-B utility bonds had climbed to 8.6 percent and 9.0 percent, respectively.  The monthly yield for December 2008 of 8.1 percent is approximately 100 basis points higher than the average in September 2008, when the Settlement in Avista’s last Washington rate proceeding was filed.  Thus, bondholders are demanding a higher return to hold utility debt.

Q.
What does this evidence indicate with respect to establishing a fair ROE for Avista? 

A.
The dramatic sell-off in common stocks and sharp increase in utility bond yields are indicative of higher costs for long-term capital, and the ongoing credit crisis has spilled over into the utility industry.  For example, utilities have been forced to draw on short-term credit lines to meet debt retirement obligations because of uncertainties regarding the availability of long-term capital.
  As the Edison Electric Institute (“EEI”) noted in a letter to congressional representatives, the financial crisis has serious implications for utilities and their customers:

In the wake of the continuing upheaval on Wall Street, capital markets are all but immobilized, and short-term borrowing costs to utilities have already increased substantially.  If the financial crisis is not resolved quickly, financial pressures on utilities will intensify sharply, resulting in higher costs to our customers and, ultimately, could compromise service reliability.

Similarly, an October 1, 2008, Wall Street Journal report confirmed that dislocations in credit markets were also impacting the utility sector:

Disruptions in credit markets are jolting the capital-hungry utility sector, forcing companies to delay new borrowing or come up with different—often more costly—ways of raising cash.

An October 2008 report on the implications of credit market upheaval for utilities noted that, while high-quality companies can still issue debt, “they now have to pay an unusually high risk premium over Treasuries.”
  Similarly, S&P recently concluded:

Regulated electric issuers continued to access debt markets during the fourth quarter of 2008 at rates in line with the 10-year average of about 8% for five-year notes, not the abnormally low interest rate environment of the 2000’s which is a distant memory.

Meanwhile, a Managing Director with Fitch Ratings, Ltd. (“Fitch”) observed that with debt costs at present levels, “significantly higher regulated returns will be required to attract equity capital.”
  As Fitch concluded:

The collapse in secondary market debt pricing and in equity valuations is worrisome. We see new debt now priced at around 9% or higher pushing up against average authorized ROEs for utilities of around 10.25% to 10.50%.  Thus, raising new equity, which is now priced close to book value, is likely to be dilutive.

More recently, Fitch confirmed “sharp repricing of and aversion to risk in the investment community,” and noted that the disruptions in financial markets and the fundamental shift in investors’ risk perceptions has increased the cost of capital for utilities such as Avista:

The broad credit markets are in shambles and access to credit is restrictive, particularly at lower credit ratings. While credit is available to investment-grade issuers in the utilities, power and gas sectors, it is more expensive, particularly when viewed against the easy money environment which prevailed for most of this decade.

Fitch concluded, “The sharp increase in the cost of equity capital is a negative credit development.”

Q.
Do trends in the yields on Treasury notes and bonds accurately reflect the expectations and requirements of Avista’s equity investors?

A.
No.  Figure WEA-3, below, plots the yields on 20‑year Treasury bonds from 2006 through December 2008:

figure WEA-3

20-year treasury bond yields
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As shown above, beginning in the third quarter of 2007, the yields on 20-year Treasury bonds began a general decline.  In response to accelerating concerns over economic uncertainties and the Federal Reserve’s actions to increase liquidity in the face of a profound crisis in credit markets, the fall in Treasury bond yields has become increasingly pronounced, with daily yields on 20-year bonds falling below 3 percent in December 2008.  Meanwhile, the price of 3-month Treasury bills rose high enough to push rates into the negative for the first time in history.
 

While the yields on Treasury securities have fallen significantly, the required returns for common stocks and public utility bonds have moved sharply higher to compensate for increased perceptions of risk.  This “flight to quality” has caused the spread between the observable yields on triple-B rated utility bonds and 20-year Treasury bonds to spike dramatically.  Figure WEA-4, below, plots the monthly spread between triple-B public utility bond yields and 20-year Treasury bond yields since January 2006:

figure WEA-4

Yield spread – BBB utility versus 20-yr. treasury bonds
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As illustrated above, the gap between the yields on 20-year government bonds and triple-B utility bonds has widened as the extent of the challenges facing the financial system and economy became increasingly clear to investors.  During 2007, this yield spread averaged 142 basis points, versus 293 basis point in 2008, and 556 basis points in December 2008. As Standard & Poor’s recently observed:

The Standard & Poor’s composite spreads widened to new five-year highs yesterday, leaving the investment-grade spread at 554 basis points (bps) and the speculative grade spread at 1,598 bps, both well more than triple their five-year moving averages. … With speculative-grade defaults on the rise, a higher preponderance of credit downgrades, and a general malaise about the future of the economy, we expect spreads to remain at their elevated levels for some time until confidence is restored to the market.

Q.
What does this imply with respect to the ROE for a utility such as Avista?

A.
Because of the dramatic increase in the spreads between public utility and government bond yields, trends in Treasury bond yields have virtually no relevance in evaluating long-term capital costs for Avista.  

As a result of the turmoil and uncertainty spreading through financial markets, investors have sought a safe haven in government-backed securities, such as Treasury bonds.  While the required returns for other asset classes, such as common stocks and public utility bonds, have moved sharply higher to compensate for increased perceptions of risk, the yields on Treasury securities have fallen significantly.  As evidenced above, the spread between the observable yields on utility bonds and Treasury securities has spiked dramatically as a result. 

In other words, while focusing solely on the decrease in Treasury bond yields experienced since 2007 would suggest that investors’ required returns might have fallen, the exact opposite is true.  Treasury bond yields have declined because of a “flight to quality” as investors’ risk perceptions have mounted in the face of the ongoing financial crisis.  As the Wall Street Journal noted, “Real-world borrowing costs are in a different universe from Treasury yields and Fed rates.”
  The fact that the prices of Treasury bonds have been driven sharply higher is the mirror image of higher, not lower returns for more risky asset classes, such as the common stock of utilities like Avista.

Q.
Would expectations of an economic recession lead to lower capital costs?

A.
No.  Investors’ required rates of return for Avista and other financial assets are a function of risk, with greater exposure to uncertainty requiring higher – not lower – rates of return to induce long-term investment.  This has been vividly demonstrated in numerous segments of the debt markets where heightened uncertainties regarding risk exposure has resulted in the almost complete inability of borrowers to access credit at reasonable rates.  

It is important not to confuse investors’ expectations for future growth and cash flows, which is one consideration in estimating the cost of equity, with their required rate of return.  In fact, trends in growth rates say nothing at all about investors’ overall risk perceptions.  The fact that investors’ required rates of return for long-term capital can rise in tandem with expectations of declining growth that would accompany an economic slowdown is demonstrated in the bond markets, where perceptions of greater risks have pushed yields on long-term utility bonds sharply higher.  

Similarly, the uncertainty over future trends in corporate earnings and stock prices has led investors to sharply reevaluate what they are willing to pay for common stocks.  While the precipitous decline in utility stock prices may in part be attributed to somewhat diminished expectations of future cash flows, there is also every indication that investors’ discount rate, or cost of equity, has moved significantly higher to accommodate the greater risks they now associate with equity investments. 

The idea that the current recession would lead the rate of return demanded by equity investors to decline is also contrary to economic logic.  As documented above, the required yield on long-term utility bonds has increased substantially in response to investors’ heightened risk perceptions.  A drop in the cost of common equity would imply that the risk premium between common stocks and bonds has declined.  The notion that equity risk premiums would be declining at a time of unprecedented capital market turmoil runs counter to common sense.  Investors require a higher rate of return to assume more risk and common stocks have the lowest priority claim on a company’s cash flows.  Given the significant increase in triple-B utility bond yields documented earlier, the dramatic widening of the yield spreads between risk-free Treasury bonds and corporate debt instruments, and investors heightened sensitivity to risk, there is no evidence to suggest that the return demanded by equity investors has declined. 

Q.
Is there any basis to ignore current capital market conditions in establishing a fair ROE for Avista?

A.
Absolutely not.  As noted earlier, the standards underlying a fair rate of return require that Avista’s authorized ROE reflect a return competitive with other investments of comparable risk and preserve the Company’s ability to maintain access to capital on reasonable terms.  This standard can only be met by considering the requirements of investors in today’s capital markets.  

The events of the last several months undoubtedly mark a significant transition in investors’ expectations and there is very little indication that the dire conditions confronting the economy and financial markets will be resolved quickly.  As Fitch recently concluded, “higher corporate interest rates are likely to prevail through 2009 and into the foreseeable future.”
  Moreover, the fact that market volatility may complicate the evaluation of the cost of equity provides no basis to ignore the upward shift in investors’ risk perceptions and required rates of return for long-term capital.  

D. Support For Avista’s Credit Standing

Q.
What credit ratings have been assigned to Avista?

A.
On February 7, 2008, S&P raised the Company’s corporate credit rating from “BB+” to “BBB‑”, while Moody’s Investors Service (“Moody’s”) upgraded Avista’s issuer credit rating from “Ba1” to “Baa3” in December 2007.
  Fitch Ratings, Ltd. (“Fitch”) upgraded its issuer default rating for Avista one notch to “BB+” in 2007, and has since assigned the Company a “Positive Outlook”, indicating the potential for higher ratings going forward.
  The ratings assigned by S&P and Moody’s represent the lowest rung on the ladder of the investment grade scale, with Fitch continuing to maintain a speculative grade, or “junk” credit rating.

Q.
How have investors’ risk perceptions for firms involved in the utility industry evolved?

A.
The past decade witnessed steady erosion in credit quality throughout the utility industry, both as a result of revised perceptions of the risks in the industry and the weakened finances of the utilities themselves.  As illustrated in Figure WEA‑5, below, S&P reports that the majority of the companies in the utility sector now fall in the “BBB” rating category:
 

figure WEA-5

S&P's Distribution of Credit Ratings of 

U.S. Regulated Electric Utilities 
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Fitch recently concluded that the short- and long-term outlook for investor-owned electric utilities is negative.
  Similarly, Moody’s observed, “Material negative bias appears to be developing over the intermediate and longer term due to rapidly rising business and operating risks.”

Q.
How does Avista’s relative credit standing compare with others in the utility industry?

A.
Avista's senior debt ratings from S&P and Moody’s remain at the very bottom of the investment grade scale, with the “BB+” rating assigned by Fitch falling in the speculative grade category.  In a recent report by S&P ranking U.S. regulated utilities from strongest to weakest, Avista was ranked 159 out of the total 175 companies with investment grade credit ratings.
  In other words, only 16 companies in the utility industry with investment grade ratings have a credit profile weaker than Avista’s.  Meanwhile, in a ranking of electric and gas utility parent companies, Fitch placed Avista at 44th position out of 48 companies.

Q.
What are the implications of Avista’s relative credit standing, given the current climate in the capital markets?

A.
As documented earlier and in the testimony of Mr. Mark Thies, the current environment poses significant challenges with respect to a utility’s ability to raise capital on reasonable terms.  For Avista, these concerns are magnified by the fact that its credit standing remains relatively weak.  The Company’s efforts to regain investment grade credit ratings have been successful, but Avista’s finances remain pressured.  

Fitch recently observed that in current credit markets, “‘flight to quality’ is selective within the [utility] sector, favoring companies at higher rating levels.”
  Because Avista’s ratings are at the very bottom of the investment grade barrel, there is no backstop in the event of a prolonged and/or worsening crisis and reduced flexibility to respond to other challenges, such as a continuation of poor hydro conditions or increased capital outlays.  

As Mr. Thies confirms in his testimony, regulatory support will be a key driver in securing additional progress towards restoring the Company’s financial health.  Further strengthening Avista’s financial integrity and continued progress in raising the Company’s credit standing is imperative to ensure the capability to maintain an investment grade rating while confronting potential challenges.

Moreover, the negative impact of declining credit quality on a utility's capital costs and financial flexibility becomes more pronounced as debt ratings move down the scale from investment to non-investment grade.  Fitch recently noted the penalty associated with speculative grade ratings:

The incentives for companies to attain investment grade ratings are significant. As of June 20, 2008, the Bloomberg US 10-year ‘BB’-rated Corporate Bond Composite Index (BB Index) was trading at a yield of 8.75%, representing a spread of approximately 452 basis points over US Treasuries. The Bloomberg 10-year ‘BBB’-rated Corporate Bond Composite Index (BBB Index) was trading at a yield of 6.56%, a spread of 233 basis points over US Treasuries. The yield and spread differential of 219 basis points between the BBB Index and the BB Index underscores the considerably lower cost of capital incurred by investment grade companies relative to speculative grade companies in the public debt markets at present. In addition to a lower cost of capital, investment grade companies also typically enjoy significantly fewer covenant constraints in bond indentures and loan agreements as well as less security in the form of collateral than their speculative grade counterparts

Since that time, speculative grade yields spreads have increased dramatically.  As noted earlier, S&P reported that the premium paid on speculative debt issues was now more than triple the five-year moving average and exceeded 1,500 basis points.  This assessment of widening yield spreads for utilities was recently confirmed by Fitch:

Several investment-grade issuers, mostly ‘BBB’ to ‘A’ rated operating companies, have issued senior unsecured debt with financing costs clustered in a range approximating 250 to 450 basis points above the 5% to 6% range of just 12 months ago, and spreads have widened 700−1000 basis points for speculative-grade companies.


As the Chairman of the New York State Public Service Commission recently noted in his role as spokesman for the National Association of Regulatory Utility Commissioners:

While there is a large difference between A and BBB, there is an even brighter line between Investment Grade (BBB-/Baa3 bond ratings by S&P/Moody’s, and higher) and non-Investment Grade (Junk) (BB+/Ba1 and lower).  The cost of issuing non-investment grade debt, assuming the market is receptive to it, has in some cases been hundreds of basis points over the yield on investment grade securities.  To me this suggests that you do not want to be rated at the lower end of the BBB range because an unexpected shock could move you outside the investment grade range.

With Avista's credit ratings poised on the precipice between investment grade and junk bond status, the stakes associated with an inadequate rate of return are increased dramatically.  In turn, the need for supportive regulation and an adequate ROE may never have been greater.

Q.
What are the implications of disregarding actual capital market conditions in setting the allowed rate of return on equity?

A.
If the increase in investors’ required rate of return on long-term capital is not incorporated in the allowed rate of return on equity, the results will fail to meet the comparable earnings standard that is fundamental in determining the cost of capital.  From a more practical perspective, failing to provide investors with the opportunity to earn a rate of return commensurate with Avista’s risks will only serve to further weaken its financial integrity, while hampering the Company’s ability to attract the capital needed under reasonable terms to meet the economic and reliability needs of its service area.

III. RISKS OF AVISTA

Q.
What is the purpose of this section?

A.
As a predicate to my capital market analyses, this section examines the investment risks that investors consider in evaluating their required rate of return for Avista.  

E. Operating Risks

Q.
How does Avista’s generating resource mix affect investors’ risk perceptions?

A.
Because close to one-half of Avista’s total energy requirements are provided by hydroelectric facilities, the Company is exposed to a level of uncertainty not faced by most utilities.  While hydropower confers advantages in terms of fuel cost savings and diversity, reduced hydroelectric generation due to below-average water conditions forces Avista to rely more heavily on wholesale power markets or more costly thermal generating capacity to meet its resource needs.  As S&P has observed:

A reduction in hydro generation typically increases an electric utility’s costs by requiring it to buy replacement power or run more expensive generation to serve customer loads.  Low hydro generation can also reduce utilities’ opportunity to make off-system sales.  At the same time, low hydro years increase regional wholesale power prices, creating potentially a double impact – companies have to buy more power than under normal conditions, paying higher prices.

Investors recognize that volatile energy markets, unpredictable stream flows, and Avista’s reliance on wholesale purchases to meet a significant portion of its resource needs can expose the Company to the risk of reduced cash flows and unrecovered power supply costs.  S&P concluded that Avista’s “key utility risk going forward is its exposure to high-cost replacement power, particularly in low water years,”
 and concluded that Avista, along with Idaho Power Company, “face the most substantial risks despite their PCAs and cost-update mechanisms.”
  In fact, S&P went on to note that Avista’s recovery mechanism (“ERM”) is not as strong as Idaho Power’s for a number of reasons, most notably because of the “deadband” that “in recent years [has] resulted in [Avista] absorbing the majority of its cost undercollections.”
  Similarly, Fitch concluded, “The potential negative cash flow impact from a prolonged period of below normal hydro conditions and high natural gas prices are primary sources of concern” for Avista’s investors.

Additionally, Avista has become increasingly reliant on natural gas fired generating capacity to meet base-load needs.  Given the significant price fluctuations experienced in energy markets discussed subsequently, increasing reliance on natural gas heightens Avista’s exposure to fuel cost volatility.

Q.
Does Avista anticipate the need to access the capital markets going forward?

A.
Most definitely.  Avista will require capital investment to meet customer growth, provide for necessary maintenance and replacements of its natural gas utility systems, as well as fund new investment in electric generation, transmission and distribution facilities.  As discussed by Company witness Mr. Thies, planned capital expenditures for 2009-2010 total approximately $420 million for Avista’s electric utility operations alone.  This represents a substantial investment given Avista’s ratebase was $1.9 billion as of November 30, 2008.

Continued support for Avista’s financial integrity and flexibility will be instrumental in attracting the capital necessary to fund these projects in an effective manner.  Avista’s reliance on purchased power to meet shortfalls in hydroelectric generation magnifies the importance of strengthening financial flexibility, which is essential to guarantee access to the cash resources and interim financing required to cover inadequate operating cash flows, as well as fund required investments in the utility system.

Q.
Is the potential for energy market volatility an ongoing concern for investors?

A.
Yes.  Investors recognize that the prospect of further turmoil in energy markets is an ongoing concern.  S&P has reported continued spikes in wholesale energy market prices,
 with Moody’s warning investors of ongoing exposure to “extremely volatile” energy commodity costs, including purchased power prices, which are heavily influenced by fuel costs.
  Similarly, the FERC Staff has continued to recognize the ongoing potential for market disruption, with a 2008 market assessment report noting ongoing concerns regarding tight supply and congestion.
  FERC continues to warn of load pockets vulnerable to periods of high peak demand and unplanned outages of generation or transmission capacity and ongoing reliability concerns that led FERC to establish mandatory standards for the bulk power system.

In recent years utilities and their customers have also had to contend with dramatic fluctuations in gas costs due to ongoing price volatility in the spot markets.  S&P concluded that “natural gas prices have proven to be very volatile” and warned of a “turbulent journey” due to the uncertainty associated with future fluctuations in energy costs.
  Fitch has also highlighted the challenges that fluctuations in commodity prices can have for utilities and recently noted that:

From their September 2007 low of $5.29, spot natural gas prices as reported at Henry Hub rose 150% to $13.31 in early July 2008 and declined 57% to $5.68 per million British thermal unit (mmBtu) on Dec. 10, 2008. The sharp run-up and subsequent collapse of natural gas prices in 2008 is emblematic of the extreme price volatility that characterizes the commodity and is likely to persist in the future.

Q.
What other financial pressures impact investors’ risk assessment of Avista?

A.
Investors are aware of the financial and regulatory pressures faced by utilities associated with rising costs and the need to undertake significant capital investments.  As Moody’s observed:

[P]ressures are building.  Utilities are facing rising operating costs and infrastructure investment needs that are prompting them to seek more-frequent requests for rate relief.  Meanwhile, as energy (and other commodity) costs rise, so does the risk of a consumer backlash over electric rates that could prompt legislative intervention or a more contentious atmosphere between utilities and their regulators.

Similarly, S&P noted that “heavy construction programs”, along with rising operating and maintenance costs and volatile fuel costs, were a significant challenge to the utility industry.
  Fitch recently echoed this assessment, concluding:

Continued access to capital at reasonable rates in 2009 remains uncertain at a time when many utility holding groups have historically high capital investment programs and will require ongoing access to reasonably priced capital in order to fund new investment and refinance maturing debt.

While providing the infrastructure necessary to meet the energy needs of customers is certainly desirable, it imposes additional financial responsibilities on Avista.  As noted earlier, the Company’s plans include electric utility capital expenditures of approximately $420 million just over the 2009-2010 period.  S&P recently noted the pressures associated with financing Avista’s infrastructure investment, concluding:

For a utility of its size, Avista has a large capital program and will need to rely on external financing at a time when credit markets continue to be in turmoil.
 

Investors are aware of the challenges posed by rising costs and burdensome capital expenditure requirements, especially in light of Avista’s relatively weak credit standing and the ongoing capital market turmoil.

Q.
What other considerations affect investors’ evaluation of Avista?

A.
Avista and other utilities are confronting increased environmental pressures that could impose significant uncertainties and costs.  In 2007 S&P cited environmental mandates, including emissions, conservation, and renewable resources as one of the top ten credit issues facing U.S. utilities.
  Similarly, Moody’s noted that “the prospect for new environmental emission legislation, via federal or state carbon emission rules, represents the single-biggest emerging issue on the horizon”,
 while Fitch recently observed that:

Profound changes in energy policies and environmental regulations are likely to result from the upcoming change of presidential administration, changes in Democratic leadership in the House of Representatives, and a wide Democratic legislative majority.  Accelerating support for carbon emissions reductions to combat global climate change is expected to result in enactment of carbon legislation to dramatically reduce emissions late next year or in 2010, but the structure, timing and implementation is still uncertain.

Q.
Would investors consider Avista’s relative size in their assessment of the Company’s risks and prospects?

A.
Yes.  A firm’s relative size has important implications for investors in their evaluation of alternative investments, and it is well established that smaller firms are more risky than larger firms.  With a market capitalization of approximately $1.0 billion, Avista is one of the smallest publicly traded electric utilities  followed by Value Line, which have an average capitalization of approximately $6.3 billion.
 

The magnitude of the size disparity between Avista and other firms in the utility industry has important practical implications with respect to the risks faced by investors.  All else being equal, it is well accepted that smaller firms are more risky than their larger counterparts, due in part to their relative lack of diversification and lower financial resiliency.
  These greater risks imply a higher required rate of return, and there is ample empirical evidence that investors in smaller firms realize higher rates of return than in larger firms.
  Common sense and accepted financial doctrine hold that investors require higher returns from smaller companies, and unless that compensation is provided in the rate of return allowed for a utility, the legal tests embodied in the Hope and Bluefield cases cannot be met.

F. Capital Structure

Q.
Is an evaluation of the capital structure maintained by a utility relevant in assessing its return on equity?

A.
Yes.  Other things equal, a higher debt ratio, or lower common equity ratio, translates into increased financial risk for all investors.  A greater amount of debt means more investors have a senior claim on available cash flow, thereby reducing the certainty that each will receive his contractual payments.  This increases the risks to which lenders are exposed, and they require correspondingly higher rates of interest.  From common shareholders’ standpoint, a higher debt ratio means that there are proportionately more investors ahead of them, thereby increasing the uncertainty as to the amount of cash flow, if any, that will remain.

Q.
What common equity ratio is implicit in Avista’s requested capital structure?

A.
Avista’s capital structure is presented in the testimony of Mr. Thies.  As summarized in his testimony, the pro-forma common equity ratio used to compute Avista’s overall rate of return was 47.5 percent in this filing.

Q.
What was the average capitalization maintained by the utility proxy group?

A.
As shown on Exhibit No.___(WEA-4), for the 17 firms in the utility proxy group, common equity ratios at December 31, 2007 ranged between 34.4 percent and 56.7 percent and averaged 45.3 percent.  

Q.
What capitalization is representative for the proxy group of utilities going forward?

A.
As shown on Exhibit No.___(WEA-4), The Value Line Investment Survey (“Value Line”) expects an average common equity ratio for the proxy group of utilities of 50.1 percent for its three-to-five year forecast horizon, with the individual common equity ratios ranging from 41.0 percent to 63.6 percent.
  The WUTC has previously observed that “[i]t is appropriate … to afford more weight to forward considerations than to historic conditions as we determine the appropriate equity ratio to be embedded in prospective rates.”

Q.
How does Avista’s common equity ratio compare with those maintained by the reference group of utilities?

A.
The 47.5 percent common equity ratio requested by Avista is entirely consistent with the range of equity ratios maintained by the firms in the Utility Proxy Group and is in-line with the 45.3 percent and 50.1 percent average equity ratios at year-end 2007 and based on Value Line’s near-term expectations, respectively. 

Q.
What implication does the increasing risk of the utility industry have for the capital structures maintained by utilities?

A.
As discussed earlier, the average credit rating associated with firms in the electric industry has fallen to triple-B, with Avista’s “BBB-“ rating occupying the lowest rung on the ladder of the investment grade scale.  At the same time, electric utilities are facing, among other things, rising cost structures, the need to finance significant capital investment plans, and uncertainties over accommodating future environmental mandates. A more conservative financial profile, in the form of a higher common equity ratio, is consistent with increasing uncertainties and the need to maintain the continuous access to capital that is required to fund operations and necessary system investment, even during times of adverse capital market conditions.  
Moody’s has warned investors of the risks associated with debt leverage and fixed obligations and advised utilities not to squander the opportunity to strengthen the balance sheet as a buffer against future uncertainties.
  Moody’s noted that, absent a thicker equity layer, utilities would be faced with lower credit ratings in the face of rising business and operating risks:

There are significant negative trends developing over the longer-term horizon.  This developing negative concern primarily relates to our view that the sector’s overall business and operating risks are rising – at an increasingly fast pace – but that the overall financial profile remains relatively steady.  A rising risk profile accompanied by a relatively stable balance sheet profile would ultimately result in credit quality deterioration.

This is especially the case for Avista, which faces the dual challenge of financing significant capital expansion plans in a turbulent market while at the same time endeavoring to improve its credit standing. 

Q.
What other factors do investors consider in their assessment of a company’s capital structure?

A.
Depending on their specific attributes, contractual agreements or other obligations that require the utility to make specified payments may be treated as debt in evaluating Avista’s financial risk.  Because power purchase agreements (“PPAs”) and leases typically obligate the utility to make specified minimum contractual payments akin to those associated with traditional debt financing, investors consider a portion of these commitments as debt in evaluating total financial risks.  Because investors consider the debt impact of such fixed obligations in assessing a utility’s financial position, they imply greater risk and reduced financial flexibility.  In order to offset the debt equivalent associated with off‑balance sheet obligations, the utility must rebalance its capital structure by increasing its common equity in order to restore its effective capitalization ratios to previous levels.

These commitments have been repeatedly cited by major bond rating agencies in connection with assessments of utility financial risks.  For example, in explaining its evaluation of the credit implications of PPAs, S&P affirmed its position that such agreements give rise to “debt equivalents” and that the increased financial risk must be considered in evaluating a utility’s credit risks.
  S&P also noted that it has refined its methodology to include imputed debt associated with shorter-term PPAs and operating leases.

As discussed earlier, a significant portion of the Company’s power requirements are currently obtained through purchased power contracts.  These contractual payment obligations, along with operating leases and obligations associated with postretirement benefits, are fixed commitments with debt-like characteristics and are properly considered when evaluating the financial risks implied by Avista’s capital structure.  S&P reported that it adjusts Avista’s capitalization to include approximately $123 million in imputed debt from PPAs, leases, and postretirement benefit obligations.
  Unless the Company takes action to offset this additional financial risk by maintaining a higher equity ratio, the resulting leverage will weaken Avista’s creditworthiness, implying a higher required rate of return to compensate investors for the greater risks.

Q.
What did you conclude with respect to the Company’s capital structure?

A.
Based on my evaluation, I concluded that Avista’s requested capital structure represents a reasonable mix of capital sources from which to calculate the Company’s overall rate of return.  While industry averages provide one benchmark for comparison, each firm must select its capitalization based on the risks and prospects it faces, as well its specific needs to access the capital markets.  A public utility with an obligation to serve must maintain ready access to capital under reasonable terms so that it can meet the service requirements of its customers.  Moody’s recently concluded that the electric utility sector “is entering a major period of capital-raising needs, and will need to attract a significant amount of new equity capital in order to maintain existing ratings.”
  Moody’s also observed that its ratings for Avista anticipate “conservative financing strategies.”
  

Avista’s capital structure reflects the challenges posed by its resource mix, the burden of significant capital spending requirements, and the Company’s ongoing efforts to strengthen its credit standing and support access to capital on reasonable terms.  The need for access becomes even more important when the company has capital requirements over a period of years, and financing must be continuously available, even during unfavorable capital market conditions.  

IV. CAPITAL MARKET ESTIMATES

Q.
What is the purpose of this section?

A.
This section presents capital market estimates of the cost of equity.  The details of my quantitative analyses are contained in Exhibit No.___(WEA-3), with the results being summarized below.

G. Overview

Q.
What role does the rate of return on common equity play in a utility’s rates?

A.
The return on common equity is the cost of inducing and retaining investment in the utility’s physical plant and assets.  This investment is necessary to finance the asset base needed to provide utility service.  Investors will commit money to a particular investment only if they expect it to produce a return commensurate with those from other investments with comparable risks.  Moreover, the return on common equity is integral in achieving the sound regulatory objectives of rates that are sufficient to: 1) fairly compensate capital investment in the utility, 2) enable the utility to offer a return adequate to attract new capital on reasonable terms, and 3) maintain the utility’s financial integrity.  Meeting these objectives allows the utility to fulfill its obligation to provide reliable service while meeting the needs of customers through necessary system expansion.

Q.
Did you rely on a single method to estimate the cost of equity for Avista?

A.
No.  In my opinion, no single method or model should be relied upon to determine a utility’s cost of equity because no single approach can be regarded as wholly reliable.  For example, a publication of the Society of Utility and Financial Analysts (formerly the National Society of Rate of Return Analysts), concluded that:

Each model requires the exercise of judgment as to the reasonableness of the underlying assumptions of the methodology and on the reasonableness of the proxies used to validate the theory.  Each model has its own way of examining investor behavior, its own premises, and its own set of simplifications of reality.  Each method proceeds from different fundamental premises, most of which cannot be validated empirically.  Investors clearly do not subscribe to any singular method, nor does the stock price reflect the application of any one single method by investors.
 

Therefore, I used both the DCF and CAPM methods to estimate the cost of equity.  In addition, I also evaluated a fair ROE return using an earnings approach based on investors’ current expectations in the capital markets.  In my opinion, comparing estimates produced by one method with those produced by other approaches ensures that the estimates of the cost of equity pass fundamental tests of reasonableness and economic logic.

Q.
What was your conclusion regarding a fair rate of return on equity for the proxy companies?

A.
Based on the results of my quantitative analyses, and my assessment of the relative strengths and weaknesses inherent in each method, I concluded that the cost of equity for the proxy companies is in the 11.3 percent to 13.3 percent range.

H. Results of Quantitative Analyses

Q.
How did you define the comparable risk proxy groups you used to implement the DCF model? 

A.
In estimating the cost of equity, the DCF model is typically applied to publicly traded firms engaged in similar business activities or with comparable investment risks.  As described in detail in Exhibit No.___(WEA-3), I applied the DCF model to a utility proxy group composed of those dividend-paying companies included by Value Line in its Electric Utilities Industry groups with: (1) S&P corporate credit ratings of “BBB-” or “BBB,” (2) a Value Line Safety Rank of “2” or “3”, and (3) a Value Line Financial Strength Rating of “B+” to “B++”.  I excluded three firms that otherwise would have been in the proxy group, but are not appropriate for inclusion because they either do not pay common dividends or were in the process of being acquired. 
Under the regulatory standards established by Hope and Bluefield, the salient criteria in establishing a meaningful benchmark to evaluate a fair rate of return is relative risk, not the particular business activity or degree of regulation.  Consistent with this accepted regulatory standard, I also applied the DCF model to a reference group of comparable risk companies in the non-utility sector of the economy.  My non-utility proxy group was composed of those U.S. companies followed by Value Line that 1) pay common dividends, 2) have a Safety Rank of “1”, 3) have a Financial Strength Rating of “A” or above, and 4) have investment grade bond ratings.
  
Q.
How do the overall risks of your proxy groups compare with Avista?

A.
As shown below, Table 1 compares the non-utility proxy group with the utility proxy group and Avista across four key indicators of investment risk:

table 1
COMPARISON OF RISK INDICATORS

	
	S&P
	
	Value Line

	
	Credit Rating
	
	Safety Rank
	Financial Strength
	Beta

	Non-Utility Group
	   A+
	
	1
	   A+
	0.84

	Utility Proxy Group
	 BBB
	
	3
	   B++
	0.82

	Avista Corp.
	 BBB-
	
	3
	   B+
	0.85


Considered together, a comparison of these objective measures indicates that the risks investors associate with Avista generally exceed those of the proxy groups.  As a result, the cost of equity estimates indicated by my analyses provide a conservative estimate of investors’ required rate of return for Avista. 

Q.
What cost of equity is implied by your DCF results for the utility proxy group?

A.
My application of the DCF model, which is discussed in greater detail in Exhibit No.___(WEA-3), considered four alternative measures of expected earnings growth, as well as the sustainable growth rate based on the relationship between expected retained earnings and earned rates of return (“br + sv”).  As shown on Exhibit No.___(WEA-5) and summarized below in Table 2, after eliminating illogical low- and high-end values, application of the constant growth DCF model resulted in the following cost of equity estimates:

table 2
DCF RESULTS – UTILITY PROXY GROUP

	Growth Rate
	Average Cost of Equity

	Value Line
	13.4%

	IBES
	12.3%

	First Call
	11.5%

	Zacks
	11.8%

	br+sv
	11.9%


Q.
What were the results of your DCF analysis for the non-utility reference group?

A.
As shown on Exhibit No.___(WEA-7), I applied the DCF model to the non-utility companies in exactly the same manner described earlier for the utility proxy group.  As summarized below in Table 3, after eliminating illogical low- and high-end values, application of the constant growth DCF model resulted in the following cost of equity estimates:

table 3
DCF RESULTS – NON-UTILITY GROUP

	Growth Rate
	Average Cost of Equity

	Value Line
	13.1%

	IBES
	13.4%

	First Call
	13.2%

	Zacks
	13.5%

	br+sv
	13.3%


Q.
Do you believe the constant growth DCF model should be relied on exclusively to evaluate a reasonable ROE for Avista?


A.
No.  As noted earlier, because the cost of equity is unobservable, no single method should be viewed in isolation.  Moreover, evidence suggests that reliance on the DCF model as a tool for estimating investors’ required rate of return has declined outside the regulatory sphere, with the CAPM being “the dominant model for estimating the cost of equity.”
  

Q.
How did you apply the CAPM to estimate the cost of equity?

A.
Like the DCF model, the CAPM is an ex-ante, or forward-looking model based on expectations of the future.  As a result, in order to produce a meaningful estimate of investors’ required rate of return, the CAPM is best applied using estimates that reflect the expectations of actual investors in the market, not with backward-looking, historical data.  Accordingly, I applied the CAPM to the utility proxy group based on a forward-looking estimate for investors' required rate of return from common stocks.  Because this forward-looking application of the CAPM looks directly at investors’ expectations in the capital markets, it provides a more meaningful guide to the expected rate of return required to implement the CAPM.  

Q.
What cost of equity was indicated by the CAPM approach?

A.
As shown on Exhibit No.___(WEA-9), my forward-looking application of the CAPM model indicated an ROE of approximately 11.2 percent for the utility proxy group.  Applying the CAPM approach to the firms in the non-utility proxy group (Exhibit No.___(WEA-10)) implied a cost of equity of 11.5 percent. 

Q.
What other analyses did you conduct to estimate the cost of equity?

A.
As I noted earlier, I also evaluated the cost of equity using the comparable earnings method.  Reference to rates of return available from alternative investments of comparable risk can provide an important benchmark in assessing the return necessary to assure confidence in the financial integrity of a firm and its ability to attract capital.  This comparable earnings approach is consistent with the economic underpinnings for a fair rate of return established by the U.S. Supreme Court.  Moreover, it avoids the complexities and limitations of capital market methods and instead focuses on the returns earned on book equity, which are readily available to investors.  
Q.
What rates of return on equity are indicated for utilities based on the comparable earnings approach?

A.
Value Line reports that its analysts anticipate an average rate of return on common equity for the electric utility industry of 11.5 percent in 2009 and over its 2011-2013 forecast horizon,
 with natural gas distribution utilities expected to earn an average rate of return on common equity of 11.5 percent to 12.0 percent.
  As shown on Exhibit No.___(WEA-11), Value Line’s projections for the utility proxy group suggested an average ROE of 11.4 percent after eliminating potential outliers.
  Based on the results discussed above, I concluded that the comparable earnings approach implies a fair rate of return on equity of at least 11.4 percent.

Q.
What did you conclude with respect to the cost of equity implied by your analyses for the proxy groups?

A.
The cost of equity estimates implied by my quantitative analyses are summarized in Table 4, below:

table 4
SUMMARY OF QUANTITATIVE RESULTS

	
	Cost of Equity Estimates

	Method
	Utility  Proxy Group
	Non-Utility Proxy Group

	DCF
	11.5% - 13.4%
	13.1% - 13.5%

	CAPM
	11.2%
	11.5%

	Comparable Earnings
	11.4%
	--


Based on the results of my quantitative analyses, and my assessment of the relative strengths and weaknesses inherent in each method, I concluded that the cost of equity is in the 11.3 percent to 13.3 percent range.

I. Flotation Costs

Q.
What other considerations are relevant in setting the return on equity for a utility?

A.
The common equity used to finance the investment in utility assets is provided from either the sale of stock in the capital markets or from retained earnings not paid out as dividends.  When equity is raised through the sale of common stock, there are costs associated with “floating” the new equity securities.  These flotation costs include services such as legal, accounting, and printing, as well as the fees and discounts paid to compensate brokers for selling the stock to the public.  Also, some argue that the “market pressure” from the additional supply of common stock and other market factors may further reduce the amount of funds a utility nets when it issues common equity. 

Q.
Is there an established mechanism for a utility to recognize equity issuance costs?

A.
No.  While debt flotation costs are recorded on the books of the utility, amortized over the life of the issue, and thus increase the effective cost of debt capital, there is no similar accounting treatment to ensure that equity flotation costs are recorded and ultimately recognized.  No rate of return is authorized on flotation costs necessarily incurred to obtain a portion of the equity capital used to finance plant.  In other words, equity flotation costs are not included in a utility’s rate base because neither that portion of the gross proceeds from the sale of common stock used to pay flotation costs is available to invest in plant and equipment, nor are flotation costs capitalized as an intangible asset.  Unless some provision is made to recognize these issuance costs, a utility’s revenue requirements will not fully reflect all of the costs incurred for the use of investors’ funds.  Because there is no accounting convention to accumulate the flotation costs associated with equity issues, they must be accounted for indirectly, with an upward adjustment to the cost of equity being the most logical mechanism.
Q.
What is the magnitude of the adjustment to the “bare bones” cost of equity to account for issuance costs?

A.
There are any number of ways in which a flotation cost adjustment can be calculated, and the adjustment can range from just a few basis points to more than a full percent.  One of the most common methods used to account for flotation costs in regulatory proceedings is to apply an average flotation-cost percentage to a utility’s dividend yield.  Based on a review of the finance literature, Regulatory Finance: Utilities’ Cost of Capital concluded:

The flotation cost allowance requires an estimated adjustment to the return on equity of approximately 5% to 10%, depending on the size and risk of the issue.

Alternatively, a study of data from Morgan Stanley regarding issuance costs associated with utility common stock issuances suggests an average flotation cost percentage of 3.6%.
  Applying these expense percentages to a representative dividend yield for a utility of 5.3 percent implies a flotation cost adjustment on the order of 19 to 50 basis points.

Q.
Has the WUTC previously recognized that flotation costs are properly considered in setting the allowed ROE?

A.
Yes.  For example, in Docket No. UE-991606 the WUTC concluded that a flotation cost adjustment of 25 basis points should be included in the allowed return on equity:

The Commission also agrees with both Dr. Avera and Dr. Lurito that a 25 basis point markup for flotation costs should be made.  This amount compensates the Company for costs incurred from past issues of common stock.  Flotation costs incurred in connection with a sale of common stock are not included in a utility's rate base because the portion of gross proceeds that is used to pay these costs is not available to invest in plant and equipment.

V. RETURN ON EQUITY FOR AVISTA CORP.

Q.
What is the purpose of this section?

A.
In addition to presenting the conclusions of my evaluation of a fair rate of return on equity range for Avista, this section also discusses the relationship between ROE and preservation of a utility’s financial integrity and the ability to attract capital under reasonable terms on a sustainable basis. 

J. Implications for Financial Integrity

Q.
Why is it important to allow Avista an adequate return on equity?

A.
Given the importance of the utility industry to the economy and society, it is essential to maintain reliable and economical service to all consumers.  While Avista remains committed to provide reliable utility service, a utility’s ability to fulfill its mandate can be compromised if it lacks the necessary financial wherewithal or is unable to earn a return sufficient to attract capital.  Coupled with the ongoing potential for energy market volatility, Avista’s exposure to variations in hydroelectric generation and natural gas price volatility, along with plans for significant infrastructure investment, pose a number of potential challenges that might require the relatively swift commitment of significant capital resources in order to maintain the high level of service that customers have come to expect.  Investors’ increased reticence to supply additional capital during times of crisis highlights the necessity of preserving the flexibility necessary to overcome periods of adverse capital market conditions.  These considerations heighten the importance of allowing Avista an adequate return on the fair value of its investment.

Q.
What role does regulation play in ensuring that Avista has access to capital under reasonable terms and on a sustainable basis?

A.
Investors recognize that constructive regulation is a key ingredient in supporting utility credit ratings and financial integrity, particularly during times of adverse conditions.  Fitch noted that:

Regulatory risk remains a recurring theme for this year’s outlook, as the pressure of a weak economic backdrop could result in political push-back to rate increase requests.

The report went on to conclude, “Fitch is concerned that the recent rapid escalation in the cost of capital will not be reflected on a timely basis in utility rates.”
  

Moody’s has emphasized the need for regulatory support “in an era of broadly rising costs,” noting that as cost pressures have escalated for electric utilities, so too has the importance of timely recovery through the regulatory process and the risks associated with regulatory lag.
  S&P concluded “the quality of regulation is at the forefront of our analysis of utility creditworthiness,”
 and recently observed that its risk analysis focuses on the utility’s ability to consistently earn a reasonable return:

Notably, the analysis does not revolve around “authorized” returns, but rather on actual earned returns.  We note the many examples of utilities with healthy authorized returns that, we believe, have no meaningful expectation of actually earning that return because of rate case lag, expense disallowances, etc.

Similarly, with respect to Avista specifically, the major bond rating agencies have explicitly cited the potential that adverse regulatory rulings could compromise the Company’s credit standing.  Of particular concern to investors is the impact of regulatory lag and cost-recovery on Avista’s ability to earn its authorized ROE and maintain its financial metrics, with Moody’s concluding that:

Failure to obtain adequate and timely support for recovery of and return on core utility investments through pending and expected future regulatory proceedings … could have negative ratings implications.

S&P observed that rate relief will remain critical to Avista’s credit outlook,
 and concluded that “regulatory lag will continue to be a drag on the company’s ability to earn its authorized ROE.”

For Avista, these concerns are magnified by the fact that its credit standing is poised on the precipice between investment and speculative grade ratings.  While the Company’s efforts to regain an investment grade credit rating have been successful, Avista’s financial metrics remain pressured.  As Mr. Thies confirms in his testimony, regulatory support will be a key driver in securing additional improvement in the Company’s financial health.  Further strengthening Avista’s financial integrity is imperative to ensure that the Company has the capability to maintain an investment grade rating while confronting potential challenges.

Q.
Do customers benefit by enhancing the utility’s financial flexibility?

A.
Yes.  While providing an ROE that is sufficient to maintain Avista’s ability to attract capital, even in times of financial and market stress, is consistent with the economic requirements embodied in the U.S. Supreme Court’s Hope and Bluefield decisions, it is also in customers’ best interests.  Ultimately, it is customers and the service area economy that enjoy the benefits that come from ensuring that the utility has the financial wherewithal to take whatever actions are required to ensure reliable service.  By the same token, customers also bear a significant burden when the ability of the utility to attract necessary capital is impaired and service quality is compromised.  

K. Return on Equity Recommendation

Q.
What then is your conclusion as to a fair rate of return on equity range for Avista?

A.
As explained above, based on the capital market oriented analyses for the utility and non-utility proxy groups described in my testimony, I concluded that the fair rate of return on equity range was 11.3 percent to 13.3 percent.  Considering capital market expectations, the potential exposures faced by Avista, and the economic requirements necessary to maintain financial integrity and support additional capital investment even under adverse circumstances, it is my opinion that this represents a fair and reasonable ROE range for Avista.

Q.
Based on the results of your evaluation, what is your opinion regarding the reasonableness of the ROE requested by Avista in this case? 

A.
My evaluation indicates that Avista’s requested ROE of 11.0 percent represents a conservative estimate of investors’ required rate of return.  Given the fact that the Company’s requested ROE falls below the lower bound of my recommended range, it should be viewed as an absolute floor in establishing rates for Avista.  This conclusion is reinforced by the need to buttress the Company’s credit standing, which remains relatively weak, as well as the pressures of funding significant capital expenditures and meeting increased operating risks, including those associated with Avista’s reliance on hydroelectric generation and exposure to volatility in natural gas and wholesale power markets.  The reasonableness of a minimum 11.0 percent ROE for Avista is also supported by the Company’s relatively greater risks as compared with the proxy groups, the higher uncertainties associated with Avista’s relatively small size, and the fact that my recommended ROE range does not consider flotation costs. 

Q.
Does this conclude your pre-filed direct testimony?

A.
Yes. 
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		39241

		39244

		39245

		39246

		39247

		39248

		39251

		39252

		39253

		39254

		39255

		39258

		39259

		39260

		39261

		39262

		39265

		39266

		39268

		39269

		39272

		39273

		39274

		39275

		39276

		39279

		39280

		39281

		39282

		39283

		39286

		39287

		39288

		39289

		39290

		39293

		39294

		39295

		39296

		39297

		39300

		39301

		39302

		39303

		39304

		39307

		39308

		39309

		39310

		39311

		39314

		39315

		39316

		39317

		39318

		39321

		39322

		39323

		39324

		39325

		39329

		39330

		39331

		39332

		39335

		39336

		39337

		39338

		39339

		39342

		39343

		39344

		39345

		39346

		39349

		39350

		39351

		39352

		39353

		39356

		39357

		39358

		39359

		39360

		39363

		39364

		39365

		39366

		39367

		39370

		39371

		39372

		39373

		39374

		39377

		39378

		39379

		39380

		39381

		39384

		39385

		39386

		39387

		39388

		39391

		39392

		39393

		39394

		39395

		39398

		39399

		39400

		39401

		39402

		39405

		39406

		39407

		39409

		39412

		39413

		39414

		39415

		39416

		39419

		39420

		39421

		39422

		39423

		39426

		39427

		39428

		39429

		39430

		39433

		39434

		39435

		39436

		39437

		39440

		39442

		39443

		39444

		39447

		39449

		39450

		39451

		39454

		39455

		39456

		39457

		39458

		39461

		39462

		39463

		39464

		39465

		39469

		39470

		39471

		39472

		39475

		39476

		39477

		39478

		39479

		39482

		39483

		39484

		39485

		39486

		39489

		39490

		39491

		39492

		39493

		39497

		39498

		39499

		39500

		39503

		39504

		39505

		39506

		39507

		39510

		39511

		39512

		39513

		39514

		39517

		39518

		39519

		39520

		39521

		39524

		39525

		39526

		39527

		39531

		39532

		39533

		39534

		39535

		39538

		39539

		39540

		39541

		39542

		39545

		39546

		39547

		39548

		39549

		39552

		39553

		39554

		39555

		39556

		39559

		39560

		39561

		39562

		39563

		39566

		39567

		39568

		39569

		39570

		39573

		39574

		39575

		39576

		39577

		39580

		39581

		39582

		39583

		39584

		39587

		39588

		39589

		39590

		39591

		39595

		39596

		39597

		39598

		39601

		39602

		39603

		39604

		39605

		39608

		39609

		39610

		39611

		39612

		39615

		39616

		39617

		39618

		39619

		39622

		39623

		39624

		39625

		39626

		39629

		39630

		39631

		39632

		39636

		39637

		39638

		39639

		39640

		39643

		39644

		39645

		39646

		39647

		39650

		39651

		39652

		39653

		39654

		39657

		39658

		39659

		39660

		39661

		39664

		39665

		39666

		39667

		39668

		39671

		39672

		39673

		39674

		39675

		39678

		39679

		39680

		39681

		39682

		39685

		39686

		39687

		39688

		39689

		39693

		39694

		39695

		39696

		39699

		39700

		39701

		39702

		39703

		39706

		39707

		39708

		39709

		39710

		39713

		39714

		39715

		39716

		39717

		39720

		39721

		39722

		39723

		39724

		39727

		39728

		39729

		39730

		39731

		39734

		39735

		39736

		39737

		39738

		39741

		39742

		39743

		39744

		39745

		39748

		39749

		39750

		39751

		39752

		39755

		39756

		39757

		39758

		39759

		39762

		39763

		39764

		39765

		39766

		39769

		39770

		39771

		39772

		39773

		39776

		39777

		39778

		39780

		39783

		39784

		39785

		39786

		39787

		39790

		39791

		39792

		39793

		39794

		39797



10.9645

10.9835

10.9975

11.041

11.0745

11.0365

11.0065

11.0145

10.9895

11.0175

11.0485

11.0885

11.0785

11.102

11.106

11.074

11.067

11.0605

11.101

11.0995

11.0425

10.956

10.8845

10.805

10.7375

10.658

10.6065

10.618

10.691

10.671

10.653

10.6215

10.6025

10.576

10.569

10.5835

10.5515

10.5525

10.8955

11.1185

11.3885

11.8035

12.281

12.5515

12.781

12.9795

13.162

13.3065

13.6325

13.979

14.289

14.6175

14.846

14.9975

15.097

15.2345

15.353

15.4535

15.212

15.19

15.156

14.9575

14.7025

14.5775

14.4775

14.4245

14.377

14.3115

14.0795

13.8515

13.64

13.3995

13.277

13.2345

13.252

13.209

13.2135

13.2115

13.198

13.0885

12.954

12.933

12.882

12.863

12.8555

12.8395

12.84

12.8665

12.836

12.8805

12.918

13.017

13.1105

13.1645

13.213

13.2475

13.2605

13.2575

13.259

13.3235

13.368

13.3335

13.2995

13.298

13.2825

13.3015

13.3255

13.4085

13.6175

13.6795

13.7675

13.903

13.939

13.946

13.9675

14.0005

13.978

14.0585

14.107

14.1905

14.356

14.624

14.759

14.8835

15.056

15.1615

15.226

15.2565

15.1395

15.1555

15.2985

15.297

15.3375

15.413

15.4955

15.606

15.7635

15.7915

15.9285

15.9815

16.0765

16.037

16.2975

16.729

16.961

17.367

17.8045

18.0915

18.6135

19.0025

19.202

19.4425

19.9895

20.647

21.196

21.7985

22.532

23.312

23.964

24.44

24.775

25.0145

25.1085

24.936

25.0285

25.1675

25.1745

25.3665

25.2775

25.2695

25.4205

25.5475

25.535

25.489

25.424

25.288

24.9925

24.697

24.5215

24.2225

23.9615

23.8395

23.6585

23.591

23.385

22.9515

22.611

22.258

21.981

21.7665

21.4775

21.2

20.734

20.238

19.7805

19.366

19.072

18.7125

18.351

18.3345

18.26

18.1625

18.3605

18.474

18.5645

18.723

18.9315

19.0095

19.111

19.24

19.2265

19.465

19.77

20.1125

20.376

20.867

21.231

21.7695

22.3615

22.5655

22.9355

23.4135

23.54

23.7585

23.982

24.284

24.506

24.9735

25.294

25.446

25.718

25.701

25.731

25.705

25.762

25.4855

25.22

24.832

24.457

24.3755

24.2065

23.967

23.9185

23.75

23.59

23.277

22.92

22.4045

22.0235

21.831

21.6695

21.651

21.629

21.564

21.6345

21.776

22.005

22.174

22.167

22.2275

22.2445

22.248

22.241

22.532

22.807

23.3285

23.856

24.315

24.836

25.212

25.541

25.797

25.9485

26.025

26.1275

26.35

26.527

26.704

26.932

27.128

27.2995

27.3765

27.4345

27.2625

27.183

26.8525

26.6575

26.4715

26.169

25.875

25.6435

25.439

25.456

25.569

25.5455

25.3635

25.2925

25.284

25.3525

25.2905

25.335

25.4555

25.7365

26.0975

26.1075

26.3795

26.4545

26.538

26.6725

26.8815

27.041

27.15

27.1035

26.9235

26.819

26.7495

26.4945

26.241

25.89

25.7125

25.4505

25.259

24.892

24.419

24.156

23.6825

23.358

23.0965

22.854

22.563

22.272

21.966

21.6675

21.5455

21.4135

21.197

20.9835

20.8075

20.6

20.446

20.317

20.1145

19.813

19.573

19.4295

19.226

19.043

18.8685

18.704

18.6205

18.52

18.518

18.518

18.4595

18.327

18.2745

18.357

18.424

18.5535

18.4985

18.7065

18.892

19.1615

19.4685

19.752

19.998

20.222

20.428

20.661

20.8105

21.0515

21.206

21.345

21.4485

21.738

22.0185

22.2245

22.395

22.651

22.9585

23.0695

23.071

23.1735

23.247

23.455

23.818

24.1975

24.396

24.5345

24.658

24.667

24.594

24.5385

24.6535

24.6025

24.642

24.546

24.424

24.275

24.1645

24.05

23.9495

23.6995

23.4775

23.136

22.718

22.3495

22.172

21.9385

21.715

21.6115

21.6165

21.572

21.391

21.186

21.023

20.946

20.8735

20.698

20.602

20.527

20.5415

20.7315

20.827

20.926

21.1935

21.361

21.503

21.769

22.375

22.841

23.588

24.222

24.8345

25.5865

26.324

27.059

27.712

28.4775

29.781

30.651

31.57

32.6315

33.7355

35.206

36.6165

38.267

40.2435

42.458

43.6225

44.864

46.5155

48.241

50.154

51.11

51.9795

53.7025

55.4515

57.671

59.338

60.7165

62.224

63.106

63.8435

63.925

63.6275

63.479

63.467

62.7745

63.024

63.3395

63.2

62.811

62.61

63.419

64.1455

64.376

65.029

64.706

63.938

63.635

62.883

62.502

62.933

63.398

64.0475

64.5015

64.314

64.4335

64.38

64.0945

63.5605

63.283



vixcurrent

												Rolling Avg

		Date		VIX Open		VIX High		VIX Low		VIX Close		1-Mo.

		12/1/06		11.07		12.28		10.96		11.66

		12/4/06		12.01		12.01		10.98		11.23

		12/5/06		11.13		11.59		10.85		11.27

		12/6/06		11.39		11.55		11.19		11.33

		12/7/06		11.35		12.68		11.17		12.67

		12/8/06		12.58		12.67		11.91		12.07

		12/11/06		11.88		11.93		10.71		10.71

		12/12/06		11.2		11.39		10.35		10.65

		12/13/06		10.45		10.58		10.15		10.18

		12/14/06		10.74		10.75		9.64		9.97

		12/15/06		9.68		10.07		9.39		10.05

		12/18/06		10.64		10.91		10.46		10.6

		12/19/06		11.06		11.31		10.27		10.3

		12/20/06		10.3		10.33		10.03		10.26

		12/21/06		10.36		10.89		10.13		10.53

		12/22/06		10.59		11.46		10.59		11.36

		12/26/06		12.03		12.03		11.24		11.26

		12/27/06		11.12		11.12		10.59		10.64

		12/28/06		10.84		11.06		10.73		10.99

		12/29/06		10.95		11.65		10.71		11.56

		1/3/07		12.16		12.75		11.53		12.04		10.96

		1/4/07		12.4		12.42		11.28		11.51		10.98

		1/5/07		11.84		12.25		11.68		12.14		11.00

		1/8/07		12.48		12.83		11.78		12		11.04

		1/9/07		11.86		12.47		11.69		11.91		11.07

		1/10/07		12.34		12.5		11.43		11.47		11.04

		1/11/07		11.42		11.48		10.5		10.87		11.01

		1/12/07		10.93		10.93		10.14		10.15		11.01

		1/16/07		10.64		10.89		10.4		10.74		10.99

		1/17/07		10.9		10.9		10.35		10.59		11.02

		1/18/07		10.65		11.04		10.45		10.85		11.05

		1/19/07		10.8		11.03		10.24		10.4		11.09

		1/22/07		10.77		11.08		10.62		10.77		11.08

		1/23/07		10.77		10.94		10.22		10.34		11.10

		1/24/07		10.41		10.41		9.87		9.89		11.11

		1/25/07		9.99		11.38		9.95		11.22		11.07

		1/26/07		10.95		11.6		10.92		11.13		11.07

		1/29/07		11.5		11.6		10.92		11.45		11.06

		1/30/07		11.28		11.49		10.95		10.96		11.10

		1/31/07		11.09		11.26		10.27		10.42		11.10

		2/1/07		10.32		10.43		10.14		10.31		11.04

		2/2/07		10.3		10.36		9.96		10.08		10.96

		2/5/07		10.53		10.7		10.44		10.55		10.88

		2/6/07		10.55		10.88		10.44		10.65		10.81

		2/7/07		10.31		10.56		10.24		10.32		10.74

		2/8/07		10.49		10.91		10.4		10.44		10.66

		2/9/07		10.42		11.56		10.25		11.1		10.61

		2/12/07		11.33		11.88		11.3		11.61		10.62

		2/13/07		11.42		11.42		10.33		10.34		10.69

		2/14/07		10.19		10.26		9.7		10.23		10.67

		2/15/07		10.28		10.32		10.05		10.22		10.65

		2/16/07		10.42		10.44		9.98		10.02		10.62

		2/20/07		10.62		10.72		10.14		10.24		10.60

		2/21/07		10.48		10.53		10.17		10.2		10.58

		2/22/07		10.23		10.52		10.01		10.18		10.57

		2/23/07		10.41		10.7		10.36		10.58		10.58

		2/26/07		10.59		11.44		10.52		11.15		10.55

		2/27/07		12.12		19.01		12.1		18.31		10.55

		2/28/07		17.21		17.29		14.5		15.42		10.90

		3/1/07		17.76		19.4		15.36		15.82		11.12

		3/2/07		16.7		18.63		16.04		18.61		11.39

		3/5/07		20.4		20.41		18.13		19.63		11.80

		3/6/07		18.31		18.34		15.76		15.96		12.28

		3/7/07		16.25		16.27		14.52		15.24		12.55

		3/8/07		14.34		14.7		13.48		14.29		12.78

		3/9/07		13.7		14.62		13.67		14.09		12.98

		3/12/07		14.96		14.96		13.76		13.99		13.16

		3/13/07		14.87		18.42		14.6		18.13		13.31

		3/14/07		17.63		21.25		16.75		17.27		13.63

		3/15/07		16.91		16.91		15.27		16.43		13.98

		3/16/07		15.38		17.71		15.29		16.79		14.29

		3/19/07		15.82		15.82		14.58		14.59		14.62

		3/20/07		15.01		15.16		13.25		13.27		14.85

		3/21/07		13.27		13.67		11.21		12.19		15.00

		3/22/07		12.29		12.95		12.04		12.93		15.10

		3/23/07		13.13		13.18		12.46		12.95		15.23

		3/26/07		13.39		14.7		12.91		13.16		15.35

		3/27/07		13.35		13.9		13.35		13.48		15.45

		3/28/07		14.28		15.51		14.22		14.98		15.21

		3/29/07		14.45		16.05		14.34		15.14		15.19

		3/30/07		14.94		15.82		14.14		14.64		15.16

		4/2/07		14.91		15.46		14.4		14.53		14.96

		4/3/07		14.02		14.06		12.81		13.46		14.70

		4/4/07		13.82		13.91		13.2		13.24		14.58

		4/5/07		13.57		13.66		12.69		13.23		14.48

		4/9/07		13.26		13.56		12.89		13.14		14.42

		4/10/07		13.33		13.33		12.56		12.68		14.38

		4/11/07		12.72		14.08		12.72		13.49		14.31

		4/12/07		13.65		14.15		12.58		12.71		14.08

		4/13/07		12.67		13		12.13		12.2		13.85

		4/16/07		11.86		12.1		11.46		11.98		13.64

		4/17/07		11.7		12.17		11.5		12.14		13.40

		4/18/07		12.48		12.57		11.95		12.42		13.28

		4/19/07		13.16		13.27		12.41		12.54		13.23

		4/20/07		12.03		12.67		11.97		12.07		13.25

		4/23/07		12.6		13.08		12.48		13.04		13.21

		4/24/07		13.12		13.89		13.04		13.12		13.21

		4/25/07		12.74		13.23		12.58		13.21		13.21

		4/26/07		13.16		13.67		12.67		12.79		13.20

		4/27/07		13.12		13.26		12.41		12.45		13.09

		4/30/07		12.9		14.31		12.78		14.22		12.95

		5/1/07		14.1		14.6		13.48		13.51		12.93

		5/2/07		13.52		13.52		12.55		13.08		12.88

		5/3/07		13.01		13.36		12.89		13.09		12.86

		5/4/07		12.91		13.36		12.59		12.91		12.86

		5/7/07		13.34		13.37		13.11		13.15		12.84

		5/8/07		13.48		13.69		13.16		13.21		12.84

		5/9/07		13.43		13.5		12.54		12.88		12.87

		5/10/07		13.31		13.85		12.89		13.6		12.84

		5/11/07		13.47		13.47		12.63		12.95		12.88

		5/14/07		13.26		14.43		13.01		13.96		12.92

		5/15/07		13.88		14.3		13.27		14.01		13.02

		5/16/07		14.02		14.18		13.47		13.5		13.11

		5/17/07		13.62		13.82		13.25		13.51		13.16

		5/18/07		13.01		13.22		12.69		12.76		13.21

		5/21/07		13.24		13.3		12.7		13.3		13.25

		5/22/07		12.09		13.38		12.08		13.06		13.26

		5/23/07		12.77		13.28		12.55		13.24		13.26

		5/24/07		13.15		14.36		12.92		14.08		13.26

		5/25/07		13.81		13.87		13.23		13.34		13.32

		5/29/07		13.86		13.95		13.31		13.53		13.37

		5/30/07		14.18		14.29		12.82		12.83		13.33

		5/31/07		12.78		13.18		12.62		13.05		13.30

		6/1/07		12.77		13.01		12.43		12.78		13.30

		6/4/07		13.47		13.54		13.21		13.29		13.28

		6/5/07		13.58		14.17		13.54		13.63		13.30

		6/6/07		14.07		15.06		14.06		14.87		13.33

		6/7/07		15.08		17.09		14.89		17.06		13.41

		6/8/07		16.75		16.78		14.73		14.84		13.62

		6/11/07		15.31		15.47		14.24		14.71		13.68

		6/12/07		15.46		16.7		14.77		16.67		13.77

		6/13/07		16.05		16.1		14.67		14.73		13.90

		6/14/07		14.76		14.82		13.59		13.64		13.94

		6/15/07		13.01		13.97		12.58		13.94		13.95

		6/18/07		14.42		14.51		13.35		13.42		13.97

		6/19/07		13.78		13.8		12.79		12.85		14.00

		6/20/07		12.77		14.76		12.75		14.67		13.98

		6/21/07		14.8		15.56		14.17		14.21		14.06

		6/22/07		14.45		16.58		14.31		15.75		14.11

		6/25/07		16.5		17.24		15.41		16.65		14.19

		6/26/07		16.46		18.89		16.21		18.89		14.36

		6/27/07		18.87		18.98		15.44		15.53		14.62

		6/28/07		15.7		15.71		14.98		15.54		14.76

		6/29/07		15.25		17.13		14.62		16.23		14.88

		7/2/07		16.48		16.48		15.31		15.4		15.06

		7/3/07		14.96		15.3		14.85		14.92		15.16

		7/5/07		15.37		15.95		15.17		15.48		15.23

		7/6/07		15.36		15.59		14.67		14.72		15.26

		7/9/07		15.34		15.69		15.03		15.16		15.14

		7/10/07		15.88		17.68		15.83		17.57		15.16

		7/11/07		17.69		17.91		16.64		16.64		15.30

		7/12/07		16.39		16.39		14.93		15.54		15.30

		7/13/07		15.39		15.51		14.79		15.15		15.34

		7/16/07		15.57		15.83		15.27		15.59		15.41

		7/17/07		15.58		15.78		15.31		15.63		15.50

		7/18/07		16.38		17.06		15.95		16		15.61

		7/19/07		15.43		15.62		15.06		15.23		15.76

		7/20/07		15.39		18.53		15.36		16.95		15.79

		7/23/07		16.62		17.09		16.39		16.81		15.93

		7/24/07		17.63		19.09		17.48		18.55		15.98

		7/25/07		17.77		19.46		17.38		18.1		16.08

		7/26/07		19.41		23.36		19.3		20.74		16.04

		7/27/07		20.34		24.17		19.6		24.17		16.30

		7/30/07		23.64		23.64		20.86		20.87		16.73

		7/31/07		20.08		23.93		19.68		23.52		16.96

		8/1/07		23.71		26.22		23.26		23.67		17.37

		8/2/07		22.94		23		21.2		21.22		17.80

		8/3/07		21.52		25.55		21.09		25.16		18.09

		8/6/07		25.32		26.47		22.44		22.94		18.61

		8/7/07		23.33		23.74		20.79		21.56		19.00

		8/8/07		20.97		22.95		19.33		21.45		19.20

		8/9/07		24.46		26.9		23.84		26.48		19.44

		8/10/07		28.04		29.84		26.91		28.3		19.99

		8/13/07		28.02		28.02		25.48		26.57		20.65

		8/14/07		25.56		28.29		25.31		27.68		21.20

		8/15/07		28.22		31.76		26.16		30.67		21.80

		8/16/07		32.68		37.5		30.44		30.83		22.53

		8/17/07		25.25		31.46		25.23		29.99		23.31

		8/20/07		29.87		29.95		25.8		26.33		23.96

		8/21/07		26.39		26.72		24.77		25.25		24.44

		8/22/07		24.33		24.44		22.87		22.89		24.78

		8/23/07		22.47		23.61		22.05		22.62		25.01

		8/24/07		22.75		23.03		20.44		20.72		25.11

		8/27/07		22.24		22.83		21.96		22.72		24.94

		8/28/07		23.87		26.57		23.72		26.3		25.03

		8/29/07		25.87		26.02		23.44		23.81		25.17

		8/30/07		25.4		25.58		23.69		25.06		25.17

		8/31/07		23.53		24.07		22.47		23.38		25.37

		9/4/07		21.93		24.81		21.71		22.78		25.28

		9/5/07		24.03		25.45		23.8		24.58		25.27

		9/6/07		24.43		25.14		23.66		23.99		25.42

		9/7/07		25.98		26.97		25.6		26.23		25.55

		9/10/07		26.91		28.82		26.56		27.38		25.54

		9/11/07		27.11		27.21		25.19		25.27		25.49

		9/12/07		25.97		26.21		24.57		24.96		25.42

		9/13/07		25.01		25.32		23.83		24.76		25.29

		9/14/07		26.38		26.48		24.68		24.92		24.99

		9/17/07		26.45		27.08		25.8		26.48		24.70

		9/18/07		25.79		26.23		20.27		20.35		24.52

		9/19/07		19.96		20.57		19.17		20.03		24.22

		9/20/07		20.47		20.82		19.55		20.45		23.96

		9/21/07		19.44		19.81		18.37		19		23.84

		9/24/07		19.04		19.62		18.32		19.37		23.66

		9/25/07		20.25		20.46		18.44		18.6		23.59

		9/26/07		17.92		18.18		17.3		17.63		23.39

		9/27/07		17.12		17.47		16.95		17		22.95

		9/28/07		17.23		18.22		16.91		18		22.61

		10/1/07		18.44		18.44		17.11		17.84		22.26

		10/2/07		17.67		18.89		17.6		18.49		21.98

		10/3/07		18.88		18.99		18.31		18.8		21.77

		10/4/07		18.65		18.65		18.26		18.44		21.48

		10/5/07		17.55		17.56		16.44		16.91		21.20

		10/8/07		17.73		17.83		17.32		17.46		20.73

		10/9/07		17.15		17.28		16.09		16.12		20.24

		10/10/07		16.42		17.35		16.39		16.67		19.78

		10/11/07		16.15		19.73		16.08		18.88		19.37

		10/12/07		18.68		18.74		17.49		17.73		19.07

		10/15/07		18.14		20.01		17.95		19.25		18.71

		10/16/07		20.07		20.75		19.73		20.02		18.35

		10/17/07		18.76		20.11		18.28		18.54		18.33

		10/18/07		19.16		19.56		17.73		18.5		18.26

		10/19/07		19.15		22.96		19.02		22.96		18.16

		10/22/07		23.89		23.94		21.38		21.64		18.36

		10/23/07		21.29		21.43		20.13		20.41		18.47

		10/24/07		21.16		24.15		20.59		20.8		18.56

		10/25/07		20.84		22.4		20.04		21.17		18.72

		10/26/07		19.84		20.97		19.48		19.56		18.93

		10/29/07		19.93		20.24		19.54		19.87		19.01

		10/30/07		20.46		21.15		20.31		21.07		19.11

		10/31/07		20.53		22.09		18.3		18.53		19.24

		11/1/07		19.89		24.15		17.38		23.21		19.23

		11/2/07		22.56		25.17		22.56		23.01		19.47

		11/5/07		25.25		25.46		23.61		24.31		19.77

		11/6/07		23.5		23.74		21.24		21.39		20.11

		11/7/07		23.15		26.85		22.75		26.49		20.38

		11/8/07		26.45		29.15		25.32		26.16		20.87

		11/9/07		27.96		28.84		26.21		28.5		21.23

		11/12/07		30.57		31.09		24.47		31.09		21.77

		11/13/07		27.47		27.5		23.82		24.1		22.36

		11/14/07		23.35		27.03		23.07		25.94		22.57

		11/15/07		26.96		29.31		25.98		28.06		22.94

		11/16/07		27.04		28.12		25.12		25.49		23.41

		11/19/07		26.74		27.18		25.74		26.01		23.54

		11/20/07		26.12		27.35		23.62		24.88		23.76

		11/21/07		26.3		27.77		24.55		26.84		23.98

		11/23/07		26.42		26.42		25.35		25.61		24.28

		11/26/07		26.46		28.95		25.84		28.91		24.51

		11/27/07		28.14		28.24		26.23		26.28		24.97

		11/28/07		25.14		25.14		23.55		24.11		25.29

		11/29/07		24.59		24.61		23.35		23.97		25.45

		11/30/07		22.67		23.39		22		22.87		25.72

		12/3/07		23.59		24.49		23.4		23.61		25.70

		12/4/07		24.3		24.59		23.32		23.79		25.73

		12/5/07		22.72		23.03		21.87		22.53		25.71

		12/6/07		22.68		22.75		20.87		20.96		25.76

		12/7/07		20.69		21.01		20.29		20.85		25.49

		12/10/07		21.16		21.46		20.36		20.74		25.22

		12/11/07		20.69		23.7		19.77		23.59		24.83

		12/12/07		20.82		24.22		20.49		22.47		24.46

		12/13/07		23.53		24.04		22.41		22.56		24.38

		12/14/07		23.53		23.53		22.26		23.27		24.21

		12/17/07		24.13		24.86		23.42		24.52		23.97

		12/18/07		23.7		24.6		22.41		22.64		23.92

		12/19/07		22.62		22.68		21.3		21.68		23.75

		12/20/07		21.02		21.67		20.58		20.58		23.59

		12/21/07		19.82		19.82		18.28		18.47		23.28

		12/24/07		19.08		19.42		18.48		18.6		22.92

		12/26/07		19.37		19.47		18.6		18.66		22.40

		12/27/07		19.15		20.51		19.15		20.26		22.02

		12/28/07		19.59		21.05		19.44		20.74		21.83

		12/31/07		21.87		22.75		21.79		22.5		21.67

		1/2/08		22.58		24.05		22.4		23.17		21.65

		1/3/08		23.11		23.27		22.11		22.49		21.63

		1/4/08		23.5		24.3		23.25		23.94		21.56

		1/7/08		24.62		24.88		23.3		23.79		21.63

		1/8/08		23.27		25.6		22.63		25.43		21.78

		1/9/08		25.61		25.95		23.9		24.12		22.01

		1/10/08		24.56		24.61		22.62		23.45		22.17

		1/11/08		24.04		24.41		23.22		23.68		22.17

		1/14/08		23.76		23.93		22.65		22.9		22.23

		1/15/08		24.1		24.59		22.97		23.34		22.24

		1/16/08		23.9		24.38		22.85		24.38		22.25

		1/17/08		24.11		28.51		23.87		28.46		22.24

		1/18/08		27.55		29.3		26.27		27.18		22.53

		1/22/08		35.12		37.57		29.71		31.01		22.81

		1/23/08		33.84		34.42		28.47		29.02		23.33

		1/24/08		28.07		28.48		27.03		27.78		23.86

		1/25/08		26.19		29.76		25.93		29.08		24.31

		1/28/08		29.67		30.26		27.57		27.78		24.84

		1/29/08		26.61		27.96		26.55		27.32		25.21

		1/30/08		27.53		28.34		24.74		27.62		25.54

		1/31/08		28.78		28.81		25.45		26.2		25.80

		2/1/08		25.66		25.75		24.02		24.02		25.95

		2/4/08		25.09		26.03		24.85		25.99		26.03

		2/5/08		27.2		28.49		27.2		28.24		26.13

		2/6/08		27.75		29.31		27.04		28.97		26.35

		2/7/08		29.51		29.7		26.78		27.66		26.53

		2/8/08		27.98		28.89		27.22		28.01		26.70

		2/11/08		29.14		29.57		27.32		27.6		26.93

		2/12/08		26.56		27.17		25.25		26.33		27.13

		2/13/08		25.67		26.06		24.57		24.88		27.30

		2/14/08		24.64		25.64		23.98		25.54		27.38

		2/15/08		25.58		25.67		24.45		25.02		27.43

		2/19/08		25.39		26.59		24.73		25.59		27.26

		2/20/08		25.6		26.95		24.21		24.4		27.18

		2/21/08		24.42		25.45		23.74		25.12		26.85

		2/22/08		24.99		25.93		23.62		24.06		26.66

		2/25/08		24.06		25.07		22.69		23.03		26.47

		2/26/08		23.44		23.45		21.64		21.9		26.17

		2/27/08		21.9		23.01		21.83		22.69		25.87

		2/28/08		22.69		23.79		22.69		23.53		25.64

		2/29/08		23.54		26.91		23.54		26.54		25.44

		3/3/08		27.54		28.13		26.27		26.28		25.46

		3/4/08		27.19		27.42		25.51		25.52		25.57

		3/5/08		25.52		25.77		23.3		24.6		25.55

		3/6/08		25.45		27.9		25.04		27.55		25.36

		3/7/08		28.52		29.29		22.29		27.49		25.29

		3/10/08		28.13		29.73		27.92		29.38		25.28

		3/11/08		27.25		28.64		26.35		26.36		25.35

		3/12/08		26.39		27.25		24.9		27.22		25.29

		3/13/08		27.22		29.62		25.65		27.29		25.34

		3/14/08		27.31		32.89		26.02		31.16		25.46

		3/17/08		35.14		35.6		31.1		32.24		25.74

		3/18/08		32.24		32.24		25.58		25.79		26.10

		3/19/08		25.78		29.95		25.16		29.84		26.11

		3/20/08		29.84		29.84		25.8		26.62		26.38

		3/24/08		26.64		27.04		24.75		25.73		26.45

		3/25/08		25.75		26.42		25.17		25.72		26.54

		3/26/08		25.75		26.85		25.51		26.08		26.67

		3/27/08		25.55		25.98		24.91		25.88		26.88

		3/28/08		25.81		25.96		25.04		25.71		27.04

		3/31/08		25.71		26.77		25.35		25.61		27.15

		4/1/08		25.61		25.61		22.52		22.68		27.10

		4/2/08		22.64		23.65		22.39		23.43		26.92

		4/3/08		23.84		24.15		23		23.21		26.82

		4/4/08		23		23.31		21.75		22.45		26.75

		4/7/08		22.45		22.73		21.21		22.42		26.49

		4/8/08		22.42		23.16		22.36		22.36		26.24

		4/9/08		22.36		23.57		22.36		22.81		25.89

		4/10/08		22.8		23.22		21.63		21.98		25.71

		4/11/08		23.03		23.59		22.65		23.46		25.45

		4/14/08		23.46		24.35		23.46		23.82		25.26

		4/15/08		23.84		23.99		22.72		22.78		24.89

		4/16/08		22.03		22.09		20.5		20.53		24.42

		4/17/08		21.13		21.54		20.35		20.37		24.16

		4/18/08		20.37		20.37		19.21		20.13		23.68

		4/21/08		20.15		21.12		20.15		20.5		23.36

		4/22/08		20.47		21.6		20.47		20.87		23.10

		4/23/08		20.63		20.95		19.88		20.26		22.85

		4/24/08		20.26		20.77		19.21		20.06		22.56

		4/25/08		19.6		20.36		19.28		19.59		22.27

		4/28/08		20.14		20.25		19.37		19.64		21.97

		4/29/08		19.86		20.54		19.63		20.24		21.67

		4/30/08		20.24		20.81		19.69		20.79		21.55

		5/1/08		20.78		20.83		18.87		18.88		21.41

		5/2/08		18.87		19.11		17.97		18.18		21.20

		5/5/08		18.68		19.29		18.68		18.9		20.98

		5/6/08		18.9		19.57		18.11		18.21		20.81

		5/7/08		18.48		19.98		18.42		19.73		20.60

		5/8/08		19.73		19.92		18.62		19.4		20.45

		5/9/08		19.98		20.01		19.3		19.41		20.32

		5/12/08		19.17		19.48		16.92		17.79		20.11

		5/13/08		17.79		18.63		17.76		17.98		19.81

		5/14/08		17.98		17.98		16.74		17.66		19.57

		5/15/08		17.65		17.84		16.25		16.3		19.43

		5/16/08		16.3		17.92		16.3		16.47		19.23

		5/19/08		16.47		17.89		15.82		17.01		19.04

		5/20/08		17.02		18.42		17.02		17.58		18.87

		5/21/08		17.64		18.89		17.01		18.59		18.70

		5/22/08		18.92		19.11		17.82		18.05		18.62

		5/23/08		18.58		19.8		18.38		19.55		18.52

		5/27/08		20.78		20.95		19.42		19.64		18.52

		5/28/08		19.64		20.03		19.01		19.07		18.52

		5/29/08		19.08		19.17		17.54		18.14		18.46

		5/30/08		18.14		18.21		17.56		17.83		18.33

		6/2/08		17.83		20.45		17.83		19.83		18.27

		6/3/08		19.8		21		18.89		20.24		18.36

		6/4/08		20.64		21.31		19.76		20.8		18.42

		6/5/08		20.54		20.59		18.62		18.63		18.55

		6/6/08		18.63		23.79		18.63		23.56		18.50

		6/9/08		23.56		24.47		20.78		23.12		18.71

		6/10/08		24.37		24.42		22.31		23.18		18.89

		6/11/08		23.44		24.3		22.86		24.12		19.16

		6/12/08		23.61		23.98		21.91		23.33		19.47

		6/13/08		23.02		23.14		21.04		21.22		19.75

		6/16/08		21.22		22.84		20.73		20.95		20.00

		6/17/08		20.96		21.42		20.02		21.13		20.22

		6/18/08		21.67		22.86		21.26		22.24		20.43

		6/19/08		22.24		22.61		20.91		21.58		20.66

		6/20/08		21.58		23.7		21.58		22.87		20.81

		6/23/08		22.89		23.14		22.52		22.64		21.05

		6/24/08		22.69		23.48		21.68		22.42		21.21

		6/25/08		22.42		22.42		20.34		21.14		21.35

		6/26/08		22.23		23.99		22.15		23.93		21.45

		6/27/08		23.75		24.56		23.3		23.44		21.74

		6/30/08		24.25		24.26		23.27		23.95		22.02

		7/1/08		25.14		25.57		23.64		23.65		22.22

		7/2/08		23.4		25.96		22.7		25.92		22.40

		7/3/08		25.92		26.08		24.44		24.78		22.65

		7/7/08		25.48		26.91		24.73		25.78		22.96

		7/8/08		25.72		26.05		23.02		23.15		23.07

		7/9/08		23.16		25.39		22.59		25.23		23.07

		7/10/08		25.22		26.62		25.07		25.59		23.17

		7/11/08		25.56		29.44		25.56		27.49		23.25

		7/14/08		27.49		29.3		26.9		28.48		23.46

		7/15/08		28.47		30.81		27.01		28.54		23.82

		7/16/08		28.19		28.32		24.87		25.1		24.20

		7/17/08		24.58		25.5		23.99		25.01		24.40

		7/18/08		25.01		25.19		23.78		24.05		24.53

		7/21/08		24.05		24.58		23.04		23.05		24.66

		7/22/08		24.02		24.08		21.05		21.18		24.67

		7/23/08		21.23		22.08		20.73		21.31		24.59

		7/24/08		21.31		23.61		21.31		23.44		24.54

		7/25/08		23.45		23.45		22.31		22.91		24.65

		7/28/08		22.91		24.62		22.91		24.23		24.60

		7/29/08		24.2		24.22		21.96		22.03		24.64

		7/30/08		22.03		22.31		20.99		21.21		24.55

		7/31/08		22.33		22.96		21.45		22.94		24.42

		8/1/08		22.66		23.37		22.35		22.57		24.28

		8/4/08		23.53		23.86		22.94		23.49		24.16

		8/5/08		22.99		22.99		20.06		21.14		24.05

		8/6/08		21.66		21.66		19.75		20.23		23.95

		8/7/08		20.23		21.46		20.23		21.15		23.70

		8/8/08		21.15		21.69		20.11		20.66		23.48

		8/11/08		20.66		20.96		19.66		20.12		23.14

		8/12/08		20.64		21.51		20.38		21.17		22.72

		8/13/08		21.57		22.11		20.8		21.55		22.35

		8/14/08		22.3		22.3		20.07		20.34		22.17

		8/15/08		20.24		20.65		19.57		19.58		21.94

		8/18/08		19.58		21.44		19.58		20.98		21.72

		8/19/08		21.76		22.14		21.28		21.28		21.61

		8/20/08		21.3		21.67		20.39		20.42		21.62

		8/21/08		20.43		21.08		18.94		19.82		21.57

		8/22/08		19.83		19.83		18.64		18.81		21.39

		8/25/08		18.78		21.22		18.78		20.97		21.19

		8/26/08		20.98		21.27		20.48		20.49		21.02

		8/27/08		20.48		20.67		19.53		19.76		20.95

		8/28/08		19.36		19.66		19.22		19.43		20.87

		8/29/08		19.43		20.71		19.43		20.65		20.70

		9/2/08		20.65		22.3		20.47		21.99		20.60

		9/3/08		21.99		22.3		21.39		21.43		20.53

		9/4/08		22.02		24.15		21.91		24.03		20.54

		9/5/08		24.54		24.71		22.97		23.06		20.73

		9/8/08		22.22		24.06		22.12		22.64		20.83

		9/9/08		22.69		25.68		22.58		25.47		20.93

		9/10/08		25.47		25.48		23.8		24.52		21.19

		9/11/08		25.38		26.25		24.39		24.39		21.36

		9/12/08		24.8		26.67		24.8		25.66		21.50

		9/15/08		25.66		31.87		25.66		31.7		21.77

		9/16/08		31.7		33.7		30.24		30.3		22.38

		9/17/08		31.96		36.4		30.25		36.22		22.84

		9/18/08		36.1		42.16		33.1		33.1		23.59

		9/19/08		33.07		33.08		27.95		32.07		24.22

		9/22/08		32.4		34.22		30.81		33.85		24.83

		9/23/08		33.85		36.08		32.63		35.72		25.59

		9/24/08		35.7		36.71		34.16		35.19		26.32

		9/25/08		35.19		35.19		32.45		32.82		27.06

		9/26/08		32.82		36.4		32.82		34.74		27.71

		9/29/08		36.92		48.4		36.92		46.72		28.48

		9/30/08		43.77		43.8		38.86		39.39		29.78

		10/1/08		39.39		42.38		39.39		39.81		30.65

		10/2/08		39.82		46.48		39.82		45.26		31.57

		10/3/08		45.22		45.52		41.51		45.14		32.63

		10/6/08		45.12		58.24		45.12		52.05		33.74

		10/7/08		52.05		54.19		47.03		53.68		35.21

		10/8/08		53.68		59.06		51.9		57.53		36.62

		10/9/08		57.57		64.92		52.54		63.92		38.27

		10/10/08		65.85		76.94		65.63		69.95		40.24

		10/13/08		69.95		71.42		54.69		54.99		42.46

		10/14/08		55.1		59.81		46.35		55.13		43.62

		10/15/08		55.69		69.47		55.69		69.25		44.86

		10/16/08		69.21		81.17		66.51		67.61		46.52

		10/17/08		67.65		74.48		59.82		70.33		48.24

		10/20/08		70.4		70.4		52.7		52.97		50.15

		10/21/08		52.95		56.37		50.91		53.11		51.11

		10/22/08		63.12		72.56		60.05		69.65		51.98

		10/23/08		68.03		79.43		64.43		67.8		53.70

		10/24/08		67.8		89.53		67.8		79.13		55.45

		10/27/08		79.13		81.65		65.9		80.06		57.67

		10/28/08		73.3		78.98		65.66		66.96		59.34

		10/29/08		66.96		71.14		62.72		69.96		60.72

		10/30/08		69.83		69.83		62.67		62.9		62.22

		10/31/08		62.93		65.85		56.73		59.89		63.11

		11/3/08		60.17		60.77		53.63		53.68		63.84

		11/4/08		53.68		53.68		44.25		47.73		63.93

		11/5/08		47.73		55.62		46.87		54.56		63.63

		11/6/08		56.71		64.78		55.6		63.68		63.48

		11/7/08		63.68		63.68		56.03		56.1		63.47

		11/10/08		56.09		62.09		54.63		59.98		62.77

		11/11/08		59.98		64.73		58.58		61.44		63.02

		11/12/08		61.52		67.19		61.52		66.46		63.34

		11/13/08		66.45		69.99		58.66		59.83		63.20

		11/14/08		62.6		66.31		59.75		66.31		62.81

		11/17/08		69.57		69.59		65.1		69.15		62.61

		11/18/08		70.09		73.13		67.18		67.64		63.42

		11/19/08		68.46		75		67.34		74.26		64.15

		11/20/08		74.26		81.48		72.76		80.86		64.38

		11/21/08		80.74		80.74		68.41		72.67		65.03

		11/24/08		71.19		71.35		61.81		64.7		64.71

		11/25/08		64.76		65.49		60.25		60.9		63.94

		11/26/08		60.9		62.5		54.62		54.92		63.64

		11/28/08		56.02		56.82		50.5		55.28		62.88

		12/1/08		60.47		68.6		60.36		68.51		62.50

		12/2/08		66.68		67.01		62.31		62.98		62.93

		12/3/08		62.98		65.37		60.18		60.72		63.40

		12/4/08		62.19		65.08		60.21		63.64		64.05

		12/5/08		63.64		66.54		59.26		59.93		64.50

		12/8/08		58.86		59.87		57.35		58.49		64.31

		12/9/08		59.48		59.57		56.37		58.91		64.43

		12/10/08		58.91		58.91		53.79		55.73		64.38

		12/11/08		55.08		56.44		52.94		55.78		64.09

		12/12/08		55.78		58.84		54.26		54.28		63.56

		12/15/08		55.68		58.49		55.68		56.76		63.28

		12/16/08		56.76		56.76		50.91		52.37		62.81

		12/17/08		52		52.19		49.36		49.84		61.97

		12/18/08		49.84		49.84		44.5		47.34		61.08
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		U.S. Regulated Electric Utilities By S&P Credit Rating (as of 1/5/09)		Corporate credit rating		Outlook		Recovery Rating		Business profile		Financial profile

		Madison Gas & Electric Co.		AA-		Stable		A-1+		Excellent		Intermediate

		American Transmission Co.		A+		Stable		A-1		Excellent		Intermediate

		Midwest Independent Transmission System Operator Inc.		A+		Stable		--		Excellent		Intermediate

		NSTAR Electric Co.		A+		Stable		A-1		Excellent		Intermediate

		NSTAR Gas Co.		A+		Stable		--		Excellent		Intermediate

		NSTAR		A+		Stable		A-1		Excellent		Intermediate

		Florida Power & Light Co.		A		Stable		A-1		Excellent		Intermediate

		KeySpan Energy Delivery Long Island		A		Stable		A-1		Excellent		Intermediate

		KeySpan Energy Delivery New York		A		Stable		A-1		Excellent		Intermediate

		Northern Natural Gas Co.		A		Stable		--		Excellent		Intermediate

		Alabama Power Co.		A		Stable		A-1		Excellent		Intermediate

		Georgia Power Co.		A		Stable		A-1		Excellent		Intermediate

		Mississippi Power Co.		A		Stable		A-1		Excellent		Intermediate

		Gulf Power Co.		A		Stable		--		Excellent		Intermediate

		San Diego Gas & Electric Co.		A		Stable		--		Excellent		Intermediate

		FPL Group Inc.		A		Stable		--		Excellent		Intermediate

		Southern Co.		A		Stable		A-1		Excellent		Intermediate

		Central Hudson Gas & Electric Corp.		A		Stable		--		Excellent		Intermediate

		Wisconsin Public Service Corp.		A		Negative		A-2		Excellent		Intermediate

		Duke Energy Indiana Inc.		A-		Positive		A-2		Excellent		Intermediate

		Duke Energy Carolinas LLC		A-		Positive		A-2		Excellent		Intermediate

		Duke Energy Ohio Inc.		A-		Positive		A-2		Excellent		Intermediate

		Duke Energy Kentucky Inc.		A-		Positive		--		Excellent		Intermediate

		Wisconsin Gas LLC		A-		Positive		A-2		Excellent		Intermediate

		Wisconsin Electric Power Co.		A-		Positive		A-2		Excellent		Intermediate

		Cinergy Corp.		A-		Positive		A-2		Excellent		Intermediate

		Duke Energy Corp.		A-		Positive		A-2		Excellent		Intermediate

		California Independent System Operator Corp.		A-		Stable		--		Excellent		Intermediate

		Massachusetts Electric Co.		A-		Stable		A-2		Excellent		Intermediate

		Narragansett Electric Co.		A-		Stable		A-2		Excellent		Intermediate

		New England Power Co.		A-		Stable		A-2		Excellent		Intermediate

		Consolidated Edison Co. of New York Inc.		A-		Stable		A-2		Excellent		Intermediate

		Orange and Rockland Utilities Inc.		A-		Stable		A-2		Excellent		Intermediate

		Rockland Electric Co.		A-		Stable		--		Excellent		Intermediate

		Consolidated Edison Inc.		A-		Stable		A-2		Excellent		Intermediate

		Virginia Electric & Power Co.		A-		Stable		A-2		Excellent		Aggressive

		Northern States Power Wisconsin		A-		Stable		--		Excellent		Intermediate

		Wisconsin Power & Light Co.		A-		Stable		A-2		Excellent		Intermediate

		Southern Indiana Gas & Electric Co.		A-		Stable		--		Excellent		Intermediate

		PPL Electric Utilities Corp.		A-		Stable		A-2		Excellent		Aggressive

		Niagara Mohawk Power Corp.		A-		Stable		A-2		Excellent		Aggressive

		National Grid USA		A-		Stable		A-2		Excellent		Intermediate

		Dominion Resources Inc.		A-		Stable		A-2		Excellent		Aggressive

		Public Service Co. of North Carolina Inc.		A-		Negative		A-2		Excellent		Aggressive

		South Carolina Electric & Gas Co.		A-		Negative		A-2		Excellent		Aggressive

		Peoples Gas Light & Coke Co. (The)		A-		Negative		A-2		Excellent		Intermediate

		North Shore Gas Co.		A-		Negative		--		Excellent		Intermediate

		Peoples Energy Corp.		A-		Negative		A-2		Excellent		Intermediate

		SCANA Corp.		A-		Negative		--		Excellent		Aggressive

		Integrys Energy Group Inc.		A-		Negative		A-2		Strong		Intermediate

		PacifiCorp		A-		Watch Neg		A-1		Excellent		Aggressive

		MidAmerican Energy Co.		A-		Watch Neg		A-1		Excellent		Aggressive

		MidAmerican Energy Holdings Co.		A-		Watch Neg		--		Excellent		Aggressive

		Wisconsin Energy Corp.		BBB+		Positive		A-2		Excellent		Aggressive

		Oncor Electric Delivery Co. LLC		BBB+		Stable		--		Excellent		Intermediate

		Southern California Edison Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Pacific Gas & Electric Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Florida Power Corp. d/b/a Progress Energy Florida Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Carolina Power & Light Co. d/b/a Progress Energy Carolinas Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Kentucky Utilities Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Louisville Gas & Electric Co.		BBB+		Stable		--		Excellent		Intermediate

		Oklahoma Gas & Electric Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Public Service Co. of Colorado		BBB+		Stable		A-2		Excellent		Aggressive

		Northern States Power Co.		BBB+		Stable		A-2		Excellent		Aggressive

		Connecticut Natural Gas Corp.		BBB+		Stable		--		Excellent		Aggressive

		Southern Connecticut Gas Co.		BBB+		Stable		--		Excellent		Aggressive

		New York State Electric & Gas Corp.		BBB+		Stable		A-2		Excellent		Aggressive

		Central Maine Power Co.		BBB+		Stable		--		Excellent		Aggressive

		Rochester Gas & Electric Corp.		BBB+		Stable		--		Excellent		Aggressive

		Southwestern Public Service Co.		BBB+		Stable		A-2		Excellent		Aggressive

		Interstate Power & Light Co.		BBB+		Stable		A-2		Excellent		Aggressive

		Xcel Energy Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Progress Energy Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Alliant Energy Corp.		BBB+		Stable		A-2		Excellent		Aggressive

		E.ON U.S. LLC		BBB+		Stable		--		Excellent		Intermediate

		OGE Energy Corp.		BBB+		Stable		A-2		Excellent		Intermediate

		Energy East Corp.		BBB+		Stable		A-2		Excellent		Aggressive

		Portland General Electric Co.		BBB+		Stable		A-2		Strong		Intermediate

		Montana-Dakota Utilities Co.		BBB+		Stable		--		Strong		Intermediate

		Enogex Inc.		BBB+		Stable		--		Satisfactory		Intermediate

		ALLETE Inc.		BBB+		Negative		A-2		Strong		Intermediate

		Dayton Power & Light Co.		BBB		Positive		--		Excellent		Aggressive

		DPL Inc.		BBB		Positive		--		Excellent		Aggressive

		International Transmission Co.		BBB		Stable		--		Excellent		Aggressive

		ITC Holdings Corp.		BBB		Stable		--		Excellent		Aggressive

		ITC Midwest LLC		BBB		Stable		--		Excellent		Aggressive

		Michigan Electric Transmission Co.		BBB		Stable		--		Excellent		Aggressive

		Yankee Gas Services Co.		BBB		Stable		--		Excellent		Aggressive

		Michigan Consolidated Gas Co.		BBB		Stable		A-2		Excellent		Aggressive

		Public Service Electric & Gas Co.		BBB		Stable		A-2		Excellent		Aggressive

		AEP Texas Central Co		BBB		Stable		--		Excellent		Aggressive

		AEP Texas North Co		BBB		Stable		--		Excellent		Aggressive

		Connecticut Light & Power Co.		BBB		Stable		--		Excellent		Aggressive

		Public Service Co. of New Hampshire		BBB		Stable		--		Excellent		Aggressive

		Jersey Central Power & Light Co.		BBB		Stable		--		Excellent		Aggressive

		Columbus Southern Power Co.		BBB		Stable		--		Excellent		Aggressive

		Ohio Power Co.		BBB		Stable		--		Excellent		Aggressive

		Appalachian Power Co.		BBB		Stable		--		Excellent		Aggressive

		CenterPoint Energy Houston Electric LLC		BBB		Stable		--		Excellent		Aggressive

		CenterPoint Energy Inc.		BBB		Stable		A-2		Excellent		Aggressive

		CenterPoint Energy Resources Corp.		BBB		Stable		--		Excellent		Aggressive

		Western Massachusetts Electric Co.		BBB		Stable		--		Excellent		Aggressive

		Atlantic City Electric Co.		BBB		Stable		A-2		Excellent		Aggressive

		Potomac Electric Power Co.		BBB		Stable		A-2		Excellent		Aggressive

		Kansas City Power & Light Co.		BBB		Stable		A-2		Excellent		Aggressive

		Aquila Inc.		BBB		Stable		--		Excellent		Aggressive

		Delmarva Power & Light Co.		BBB		Stable		A-2		Excellent		Aggressive

		Green Mountain Power Corp.		BBB		Stable		--		Excellent		Aggressive

		Kentucky Power Co.		BBB		Stable		--		Excellent		Aggressive

		Public Service Co. of Oklahoma		BBB		Stable		--		Excellent		Aggressive

		Southwestern Electric Power Co.		BBB		Stable		--		Excellent		Aggressive

		Metropolitan Edison Co.		BBB		Stable		--		Excellent		Aggressive

		Pennsylvania Electric Co.		BBB		Stable		--		Excellent		Aggressive

		Cleveland Electric Illuminating Co.		BBB		Stable		--		Excellent		Aggressive

		Ohio Edison Co.		BBB		Stable		A-2		Excellent		Aggressive

		Pennsylvania Power Co.		BBB		Stable		--		Excellent		Aggressive

		Toledo Edison Co.		BBB		Stable		--		Excellent		Aggressive

		Detroit Edison Co.		BBB		Stable		A-2		Excellent		Aggressive

		American Electric Power Co. Inc.		BBB		Stable		A-2		Excellent		Aggressive

		Northeast Utilities		BBB		Stable		--		Excellent		Aggressive

		Great Plains Energy Inc.		BBB		Stable		--		Excellent		Aggressive

		FirstEnergy Corp.		BBB		Stable		--		Excellent		Aggressive

		NorthWestern Corp.		BBB		Stable		--		Excellent		Aggressive

		DTE Energy Co.		BBB		Stable		A-2		Excellent		Aggressive

		Indiana Michigan Power Co.		BBB		Stable		--		Strong		Aggressive

		Cleco Power LLC		BBB		Stable		--		Strong		Aggressive

		Cleco Corp.		BBB		Stable		--		Strong		Aggressive

		Hawaiian Electric Co. Inc.		BBB		Stable		A-2		Strong		Aggressive

		Idaho Power Co.		BBB		Stable		A-2		Strong		Aggressive

		IDACORP Inc.		BBB		Stable		A-2		Strong		Aggressive

		El Paso Electric Co.		BBB		Stable		--		Strong		Aggressive

		PEPCO Holdings Inc.		BBB		Stable		A-2		Strong		Aggressive

		Hawaiian Electric Industries Inc.		BBB		Stable		A-2		Strong		Aggressive

		Entergy Arkansas Inc.		BBB		Negative		--		Strong		Aggressive

		Entergy Louisiana LLC		BBB		Negative		--		Strong		Aggressive

		Entergy Mississippi Inc.		BBB		Negative		--		Strong		Aggressive

		Entergy Gulf States Louisiana LLC		BBB		Negative		--		Strong		Aggressive

		Entergy Texas Inc.		BBB		Negative		--		Strong		Aggressive

		Entergy Corp.		BBB		Negative		--		Strong		Aggressive

		System Energy Resources Inc.		BBB		Negative		--		Strong		Aggressive

		PECO Energy Co.		BBB		Watch Neg		A-2		Excellent		Aggressive

		Baltimore Gas & Electric Co.		BBB		Watch Neg		A-2		Strong		Intermediate

		Tampa Electric Co.		BBB-		Positive		A-3		Excellent		Aggressive

		TECO Energy Inc.		BBB-		Positive		--		Excellent		Aggressive

		Potomac Edison Co.		BBB-		Stable		--		Excellent		Aggressive

		West Penn Power Co.		BBB-		Stable		--		Excellent		Aggressive

		Monongahela Power Co.		BBB-		Stable		--		Excellent		Aggressive

		Westar Energy Inc.		BBB-		Stable		--		Excellent		Aggressive

		Kansas Gas & Electric Co.		BBB-		Stable		--		Excellent		Aggressive

		Consumers Energy Co.		BBB-		Stable		--		Excellent		Aggressive

		CMS Energy Corp.		BBB-		Stable		A-3		Excellent		Aggressive

		Ohio Valley Electric Corp.		BBB-		Stable		--		Excellent		Aggressive

		Northern Indiana Public Service Co.		BBB-		Stable		--		Excellent		Aggressive

		Empire District Electric Co.		BBB-		Stable		A-3		Strong		Aggressive

		Edison International		BBB-		Stable		--		Strong		Aggressive

		Black Hills Power Inc.		BBB-		Stable		--		Strong		Intermediate

		Arizona Public Service Co.		BBB-		Stable		A-3		Strong		Aggressive

		Pinnacle West Capital Corp.		BBB-		Stable		A-3		Strong		Aggressive

		Avista Corp.		BBB-		Stable		A-3		Strong		Aggressive

		Allegheny Energy Inc.		BBB-		Stable		A-3		Strong		Aggressive

		Central Illinois Public Service Co.		BBB-		Stable		--		Strong		Aggressive

		Illinois Power Co.		BBB-		Stable		--		Strong		Aggressive

		Central Illinois Light Co.		BBB-		Stable		--		Strong		Aggressive

		Union Electric Co. d/b/a AmerenUE		BBB-		Stable		A-3		Strong		Aggressive

		CILCORP Inc.		BBB-		Stable		--		Satisfactory		Aggressive

		Ameren Corp.		BBB-		Stable		A-3		Satisfactory		Aggressive

		Black Hills Corp.		BBB-		Stable		--		Satisfactory		Intermediate

		Otter Tail Corp.		BBB-		Stable		--		Satisfactory		Aggressive

		Duquesne Light Co.		BBB-		Negative		--		Excellent		Highly leveraged

		Duquesne Light Holdings Inc.		BBB-		Negative		--		Excellent		Highly leveraged

		Northern Indiana Public Service Co.		BBB-		Negative		--		Excellent		Aggressive

		Entergy New Orleans Inc.		BBB-		Negative		--		Satisfactory		Aggressive

		Commonwealth Edison Co.		BBB-		Watch Neg		A-3		Strong		Aggressive

		Puget Sound Energy Inc.		BBB-		Watch Neg		A-3		Excellent		Aggressive

		Puget Energy Inc.		BBB-		Watch Neg		--		Excellent		Aggressive

		Central Vermont Public Service Corp.		BB+		Stable		--		Excellent		Highly leveraged

		Indianapolis Power & Light Co.		BB+		Stable		--		Excellent		Highly leveraged

		IPALCO Enterprises Inc.		BB+		Stable		--		Excellent		Highly leveraged

		Tucson Electric Power Co.		BB+		Stable		B-2		Strong		Highly leveraged

		CILCORP Inc.		BB		Positive		--		Satisfactory		Aggressive

		Nevada Power Co.		BB		Stable		--		Excellent		Highly leveraged

		Sierra Pacific Power Co.		BB		Stable		--		Excellent		Highly leveraged

		NV Energy Inc.		BB		Stable		B-2		Excellent		Highly leveraged

		Texas-New Mexico Power Co.		BB-		Negative		--		Satisfactory		Highly leveraged

		Public Service Co. of New Mexico		BB-		Negative		B-2		Satisfactory		Highly leveraged

		PNM Resources Inc.		BB-		Negative		B-2		Satisfactory		Highly leveraged

				Rating		Number		%				Outlook		Number		%

				AA-		1		1%				Positive		14		8%

				A+		5		3%				Stable		141		76%

				A		13		7%				Negative		23		12%

				A-		34		18%				Watch Neg		8		4%

				BBB+		28		15%						186

				BBB		61		33%

				BBB-		33		18%

				BB+		4		2%

				BB		4		2%

				BB-		3		2%

				Total		186
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		Number of U.S. Regulated Electric Utilities By S&P Credit Rating (as of 7/3/08)		Corporate credit rating		Outlook		Recovery Rating		Business profile		Financial profile

		Alabama Power Co.		A		Stable		A-1		Excellent		Intermediate

		Central Hudson Gas & Electric Corp.		A		Stable		--		Excellent		Intermediate

		Florida Power & Light Co.		A		Stable		A-1		Excellent		Intermediate

		FPL Group Inc.		A		Stable		--		Excellent		Intermediate

		Georgia Power Co.		A		Stable		A-1		Excellent		Intermediate

		Gulf Power Co.		A		Stable		--		Excellent		Intermediate

		KeySpan Energy Delivery Long Island		A		Stable		A-1		Excellent		Intermediate

		KeySpan Energy Delivery New York		A		Stable		A-1		Excellent		Intermediate

		Mississippi Power Co.		A		Stable		A-1		Excellent		Intermediate

		Northern Natural Gas Co.		A		Stable		--		Excellent		Intermediate

		San Diego Gas & Electric Co.		A		Stable		--		Excellent		Intermediate

		Southern Co.		A		Stable		A-1		Excellent		Intermediate

		Wisconsin Public Service Corp.		A		Stable		A-2		Excellent		Intermediate

		California Independent System Operator Corp.		A-		Stable		--		Excellent		Intermediate

		Cinergy Corp.		A-		Stable		A-2		Excellent		Intermediate

		Consolidated Edison Co. of New York Inc.		A-		Stable		A-2		Excellent		Intermediate

		Consolidated Edison Inc.		A-		Stable		A-2		Excellent		Intermediate

		Dominion Resources Inc.		A-		Stable		A-2		Excellent		Aggressive

		Duke Energy Carolinas LLC		A-		Stable		A-2		Excellent		Intermediate

		Duke Energy Corp.		A-		Stable		A-2		Excellent		Intermediate

		Duke Energy Indiana Inc.		A-		Stable		A-2		Excellent		Intermediate

		Duke Energy Kentucky Inc.		A-		Stable		--		Excellent		Intermediate

		Duke Energy Ohio Inc.		A-		Stable		A-2		Excellent		Intermediate

		Integrys Energy Group Inc.		A-		Stable		A-2		Strong		Intermediate

		Massachusetts Electric Co.		A-		Stable		A-2		Excellent		Intermediate

		MidAmerican Energy Co.		A-		Stable		A-1		Excellent		Aggressive

		MidAmerican Energy Holdings Co.		A-		Stable		--		Excellent		Aggressive

		Narragansett Electric Co.		A-		Stable		A-2		Excellent		Intermediate

		National Grid USA		A-		Stable		A-2		Excellent		Intermediate

		New England Power Co.		A-		Stable		A-2		Excellent		Intermediate

		Niagara Mohawk Power Corp.		A-		Stable		A-2		Excellent		Aggressive

		North Shore Gas Co.		A-		Stable		--		Excellent		Intermediate

		Northern States Power Wisconsin		A-		Stable		--		Excellent		Intermediate

		Orange and Rockland Utilities Inc.		A-		Stable		A-2		Excellent		Intermediate

		PacifiCorp		A-		Stable		A-1		Excellent		Aggressive

		Peoples Energy Corp.		A-		Stable		A-2		Excellent		Intermediate

		Peoples Gas Light & Coke Co. (The)		A-		Stable		A-2		Excellent		Intermediate

		PPL Electric Utilities Corp.		A-		Stable		A-2		Excellent		Aggressive

		Public Service Co. of North Carolina Inc.		A-		Negative		A-2		Excellent		Aggressive

		Rockland Electric Co.		A-		Stable		--		Excellent		Intermediate

		SCANA Corp.		A-		Negative		--		Excellent		Aggressive

		South Carolina Electric & Gas Co.		A-		Negative		A-2		Excellent		Aggressive

		Southern Indiana Gas & Electric Co.		A-		Stable		--		Excellent		Intermediate

		Virginia Electric & Power Co.		A-		Stable		A-2		Excellent		Aggressive

		Wisconsin Electric Power Co.		A-		Positive		A-2		Excellent		Intermediate

		Wisconsin Gas LLC		A-		Positive		A-2		Excellent		Intermediate

		Wisconsin Power & Light Co.		A-		Stable		A-2		Excellent		Intermediate

		American Transmission Co.		A+		Stable		A-1		Excellent		Intermediate

		Midwest Independent Transmission System Operator Inc.		A+		Stable		--		Excellent		Intermediate

		NSTAR		A+		Stable		A-1		Excellent		Intermediate

		NSTAR Electric Co.		A+		Stable		A-1		Excellent		Intermediate

		NSTAR Gas Co.		A+		Stable		--		Excellent		Intermediate

		Madison Gas & Electric Co.		AA-		Stable		A-1+		Excellent		Modest

		Central Illinois Light Co.		BB		Positive		--		Satisfactory		Aggressive

		Central Illinois Public Service Co.		BB		Positive		--		Satisfactory		Aggressive

		CILCORP Inc.		BB		Positive		--		Satisfactory		Aggressive

		Commonwealth Edison Co.		BB		Positive		B		Satisfactory		Aggressive

		Illinois Power Co.		BB		Positive		--		Satisfactory		Aggressive

		Nevada Power Co.		BB		Stable		--		Excellent		Highly leveraged

		Sierra Pacific Power Co.		BB		Stable		--		Excellent		Highly leveraged

		Sierra Pacific Resources		BB		Stable		B-2		Excellent		Highly leveraged

		Tucson Electric Power Co.		BB		Positive		B-2		Strong		Highly leveraged

		Aquila Inc.		BB-		Watch Pos		--		Satisfactory		Highly leveraged

		PNM Resources Inc.		BB-		Stable		B-2		Satisfactory		Highly leveraged

		Public Service Co. of New Mexico		BB-		Stable		B-2		Satisfactory		Highly leveraged

		Texas-New Mexico Power Co.		BB-		Stable		--		Satisfactory		Highly leveraged

		Central Vermont Public Service Corp.		BB+		Stable		--		Excellent		Highly leveraged

		Indianapolis Power & Light Co.		BB+		Stable		--		Excellent		Highly leveraged

		IPALCO Enterprises Inc.		BB+		Stable		--		Excellent		Highly leveraged

		AEP Texas Central Co		BBB		Stable		--		Excellent		Aggressive

		AEP Texas North Co		BBB		Stable		--		Excellent		Aggressive

		American Electric Power Co. Inc.		BBB		Stable		A-2		Excellent		Aggressive

		Appalachian Power Co.		BBB		Stable		--		Excellent		Aggressive

		Atlantic City Electric Co.		BBB		Stable		A-2		Excellent		Aggressive

		CenterPoint Energy Houston Electric LLC		BBB		Stable		--		Excellent		Aggressive

		CenterPoint Energy Inc.		BBB		Stable		A-2		Excellent		Aggressive

		CenterPoint Energy Resources Corp.		BBB		Stable		--		Excellent		Aggressive

		Cleco Corp.		BBB		Stable		--		Strong		Aggressive

		Cleco Power LLC		BBB		Stable		--		Strong		Aggressive

		Cleveland Electric Illuminating Co.		BBB		Negative		--		Excellent		Aggressive

		Columbus Southern Power Co.		BBB		Stable		--		Excellent		Aggressive

		Connecticut Light & Power Co.		BBB		Stable		--		Excellent		Aggressive

		Dayton Power & Light Co.		BBB		Positive		--		Excellent		Aggressive

		Delmarva Power & Light Co.		BBB		Stable		A-2		Excellent		Aggressive

		Detroit Edison Co.		BBB		Stable		A-2		Excellent		Aggressive

		DPL Inc.		BBB		Positive		--		Excellent		Aggressive

		DTE Energy Co.		BBB		Stable		A-2		Excellent		Aggressive

		El Paso Electric Co.		BBB		Stable		--		Strong		Aggressive

		Entergy Arkansas Inc.		BBB		Negative		--		Strong		Aggressive

		Entergy Corp.		BBB		Negative		--		Strong		Aggressive

		Entergy Gulf States Louisiana LLC		BBB		Negative		--		Strong		Aggressive

		Entergy Louisiana LLC		BBB		Negative		--		Strong		Aggressive

		Entergy Mississippi Inc.		BBB		Negative		--		Strong		Aggressive

		Entergy Texas Inc.		BBB		Negative		--		Strong		Aggressive

		FirstEnergy Corp.		BBB		Negative		--		Strong		Aggressive

		Great Plains Energy Inc.		BBB		Watch Neg		--		Strong		Intermediate

		Green Mountain Power Corp.		BBB		Stable		--		Excellent		Aggressive

		Hawaiian Electric Co. Inc.		BBB		Stable		A-2		Strong		Aggressive

		Hawaiian Electric Industries Inc.		BBB		Stable		A-2		Strong		Aggressive

		IDACORP Inc.		BBB		Stable		A-2		Strong		Aggressive

		Idaho Power Co.		BBB		Stable		A-2		Strong		Aggressive

		Indiana Michigan Power Co.		BBB		Stable		--		Strong		Aggressive

		International Transmission Co.		BBB		Positive		--		Excellent		Aggressive

		ITC Holdings Corp.		BBB		Positive		--		Excellent		Aggressive

		ITC Midwest LLC		BBB		Positive		--		Excellent		Aggressive

		Jersey Central Power & Light Co.		BBB		Negative		--		Excellent		Aggressive

		Kansas City Power & Light Co.		BBB		Watch Neg		A-3		Strong		Intermediate

		Kentucky Power Co.		BBB		Stable		--		Excellent		Aggressive

		Metropolitan Edison Co.		BBB		Negative		--		Excellent		Aggressive

		Michigan Consolidated Gas Co.		BBB		Stable		A-2		Excellent		Aggressive

		Northeast Utilities		BBB		Stable		--		Excellent		Aggressive

		Northern Indiana Public Service Co.		BBB		Watch Neg		--		Excellent		Aggressive

		NorthWestern Corp.		BBB		Stable		--		Excellent		Aggressive

		Ohio Edison Co.		BBB		Negative		A-2		Excellent		Aggressive

		Ohio Power Co.		BBB		Stable		--		Excellent		Aggressive

		Pennsylvania Electric Co.		BBB		Negative		--		Excellent		Aggressive

		Pennsylvania Power Co.		BBB		Negative		--		Excellent		Aggressive

		PEPCO Holdings Inc.		BBB		Stable		A-2		Strong		Aggressive

		Potomac Electric Power Co.		BBB		Stable		A-2		Excellent		Aggressive

		Public Service Co. of New Hampshire		BBB		Stable		--		Excellent		Aggressive

		Public Service Co. of Oklahoma		BBB		Stable		--		Excellent		Aggressive

		Public Service Electric & Gas Co.		BBB		Stable		A-2		Excellent		Aggressive

		Southwestern Electric Power Co.		BBB		Stable		--		Excellent		Aggressive

		System Energy Resources Inc.		BBB		Negative		--		Strong		Aggressive

		Toledo Edison Co.		BBB		Negative		--		Excellent		Aggressive

		Western Massachusetts Electric Co.		BBB		Stable		--		Excellent		Aggressive

		Yankee Gas Services Co.		BBB		Stable		--		Excellent		Aggressive

		Allegheny Energy Inc.		BBB-		Stable		A-3		Strong		Aggressive

		Ameren Corp.		BBB-		Stable		A-3		Satisfactory		Aggressive

		Arizona Public Service Co.		BBB-		Stable		A-3		Strong		Aggressive

		Avista Corp.		BBB-		Stable		A-3		Strong		Aggressive

		Black Hills Corp.		BBB-		Stable		--		Satisfactory		Intermediate

		Black Hills Power Inc.		BBB-		Stable		--		Strong		Intermediate

		CMS Energy Corp.		BBB-		Stable		A-3		Excellent		Aggressive

		Consumers Energy Co.		BBB-		Stable		--		Excellent		Aggressive

		Duquesne Light Co.		BBB-		Negative		--		Excellent		Highly leveraged

		Duquesne Light Holdings Inc.		BBB-		Negative		--		Excellent		Highly leveraged

		Edison International		BBB-		Stable		--		Strong		Aggressive

		Empire District Electric Co.		BBB-		Stable		A-3		Strong		Aggressive

		Entergy New Orleans Inc.		BBB-		Negative		--		Satisfactory		Aggressive

		Kansas Gas & Electric Co.		BBB-		Stable		--		Excellent		Aggressive

		Monongahela Power Co.		BBB-		Stable		--		Excellent		Aggressive

		Ohio Valley Electric Corp.		BBB-		Stable		--		Excellent		Aggressive

		Oncor Electric Delivery Co. LLC		BBB-		Watch Dev		--		Excellent		Intermediate

		Pinnacle West Capital Corp.		BBB-		Stable		A-3		Strong		Aggressive

		Potomac Edison Co.		BBB-		Stable		--		Excellent		Aggressive

		Puget Energy Inc.		BBB-		Watch Neg		--		Excellent		Aggressive

		Puget Sound Energy Inc.		BBB-		Watch Neg		A-3		Excellent		Aggressive

		Tampa Electric Co.		BBB-		Positive		A-3		Excellent		Aggressive

		TECO Energy Inc.		BBB-		Positive		--		Excellent		Aggressive

		Union Electric Co. d/b/a AmerenUE		BBB-		Stable		A-3		Strong		Aggressive

		West Penn Power Co.		BBB-		Stable		--		Excellent		Aggressive

		Westar Energy Inc.		BBB-		Stable		--		Excellent		Aggressive

		ALLETE Inc.		BBB+		Stable		A-2		Strong		Intermediate

		Alliant Energy Corp.		BBB+		Stable		A-2		Excellent		Aggressive

		Baltimore Gas & Electric Co.		BBB+		Negative		A-2		Strong		Intermediate

		Carolina Power & Light Co. d/b/a Progress Energy Carolinas Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Central Maine Power Co.		BBB+		Negative		--		Excellent		Aggressive

		Connecticut Natural Gas Corp.		BBB+		Negative		--		Excellent		Intermediate

		E.ON U.S. LLC		BBB+		Stable		--		Excellent		Intermediate

		Energy East Corp.		BBB+		Negative		A-2		Excellent		Aggressive

		Enogex Inc.		BBB+		Watch Neg		--		Satisfactory		Intermediate

		Florida Power Corp. d/b/a Progress Energy Florida Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Interstate Power & Light Co.		BBB+		Stable		A-2		Excellent		Aggressive

		Kentucky Utilities Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Louisville Gas & Electric Co.		BBB+		Stable		--		Excellent		Intermediate

		Montana-Dakota Utilities Co.		BBB+		Stable		--		Strong		Intermediate

		New York State Electric & Gas Corp.		BBB+		Negative		A-2		Excellent		Aggressive

		Northern States Power Co.		BBB+		Stable		A-2		Excellent		Aggressive

		OGE Energy Corp.		BBB+		Stable		A-2		Strong		Intermediate

		Oklahoma Gas & Electric Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Otter Tail Corp.		BBB+		Negative		--		Strong		Intermediate

		Pacific Gas & Electric Co.		BBB+		Stable		A-2		Excellent		Intermediate

		PECO Energy Co.		BBB+		Stable		A-2		Excellent		Aggressive

		Portland General Electric Co.		BBB+		Stable		A-2		Strong		Intermediate

		Progress Energy Inc.		BBB+		Stable		A-2		Excellent		Aggressive

		Public Service Co. of Colorado		BBB+		Stable		A-2		Excellent		Aggressive

		Rochester Gas & Electric Corp.		BBB+		Negative		--		Excellent		Aggressive

		Southern California Edison Co.		BBB+		Stable		A-2		Excellent		Intermediate

		Southern Connecticut Gas Co.		BBB+		Negative		--		Excellent		Intermediate

		Southwestern Public Service Co.		BBB+		Stable		A-2		Excellent		Aggressive

		Wisconsin Energy Corp.		BBB+		Positive		A-2		Excellent		Aggressive

		Xcel Energy Inc.		BBB+		Stable		A-2		Excellent		Aggressive

				Rating		Number		%				Outlook		Number		%

				AA-		1		1%				Positive		16		9%

				A+		5		3%				Stable		130		71%

				A		13		7%				Negative		29		16%

				A-		34		19%				Watch Neg		6		3%

				BBB+		30		16%				Watch Dev		1		1%

				BBB		58		32%				Watch Pos		1		1%

				BBB-		26		14%						183

				BB+		3		2%

				BB		9		5%

				BB-		4		2%

				Total		183





7-3-08

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0



Number of U.S. Regulated Electric Utilities By S&P Credit Rating (as of 7/3/08)

Credit Rating

Number of Issuers

S&P's Distribution of Credit Ratings of 
U.S. Regulated Electric Utilities 
(as of 7/3/08)



data comparison 1-09 vs 7-08

				1/5/09		7/3/08												1/5/09		7/3/08

		Rating		Number		Number		change								Outlook		Number		Number		change

		AA-		1		1		- 0								Positive		14		16		(2)

		A+		5		5		- 0								Stable		141		130		11

		A		13		13		- 0								Negative		23		29		(6)

		A-		34		34		- 0								Watch Neg		8		6		2

		BBB+		28		30		(2)								Watch Dev				1		(1)

		BBB		61		58		3								Watch Pos				1		(1)

		BBB-		33		26		7										186		183		3

		BB+		4		3		1

		BB		4		9		(5)

		BB-		3		4		(1)

		Total		186		183		3





S&P report

		Chart 1

		U.S. Utilities Long-Term Ratings Distribution*

				(No. of issuers)

				Mar. 2008		Dec. 2007		Dec. 2006¶

		AAA		0		0		0

		AA		1		1		7

		A		51		51		76

		BBB		116		115		142

		BB		13		14		28

		B		0		1		9

		CCC		0		0		0

		CC		0		0		0

		C		0		0		0

		D		0		0		2

		*Dates represent current and previously published report card data. ¶Previous report cards included gas, merchant, water, pipeline, and midstream energy companies.

		Disclaimer: Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the

		individual to whom they have been assigned. No sharing of passwords/user IDs and no simultaneous access via the same

		password/user ID is permitted. To reprint, translate, or use the data or information other than as provided

		herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.9823 or by e-mail to: research_request@standardandpoors.com.





S&P report

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0



Mar. 2008

U.S. Utilities Long-Term Ratings Distribution

No. of issuers




_1293214374.xls
Chart

		38565

		38596

		38626

		38657

		38687

		38742

		38772

		38802

		38832

		38862

		38892

		38922

		38952

		38982

		39012

		39042

		39072

		39102

		39132

		39162

		39192

		39222

		39252

		39282

		39312

		39342

		39372

		39402

		39432

		39462

		39492

		39522

		39552

		39576

		39607

		39637

		39668

		39699

		39729

		39759

		39789



0.0453

0.0451

0.0474

0.0483

0.0473

0.0465

0.0473

0.0491

0.0522

0.0535

0.0529

0.0525

0.0508

0.0493

0.0494

0.0478

0.0478

0.0495

0.0493

0.0481

0.0495

0.0498

0.0529

0.0519

0.05

0.0484

0.0483

0.0456

0.0457

0.0435

0.0449

0.0436

0.0444

0.046

0.0474

0.0462

0.0453

0.0432

0.0445

0.0427

0.0318



Data

						20-Yr. Treasury

		Aug-05				4.53%

		Sep-05				4.51%

		Oct-05				4.74%

		Nov-05				4.83%

		Dec-05				4.73%

		Jan-06				4.65%

		Feb-06				4.73%

		Mar-06				4.91%

		Apr-06				5.22%

		May-06				5.35%

		Jun-06				5.29%

		Jul-06				5.25%

		Aug-06				5.08%

		Sep-06				4.93%

		Oct-06				4.94%

		Nov-06				4.78%

		Dec-06				4.78%

		Jan-07				4.95%

		Feb-07				4.93%

		Mar-07				4.81%

		Apr-07				4.95%

		May-07				4.98%

		Jun-07				5.29%

		Jul-07				5.19%

		Aug-07				5.00%

		Sep-07				4.84%

		Oct-07				4.83%

		Nov-07				4.56%

		Dec-07				4.57%

		Jan-08				4.35%

		Feb-08				4.49%

		Mar-08				4.36%

		Apr-08				4.44%

		May-08				4.60%

		Jun-08				4.74%

		Jul-08				4.62%

		Aug-08				4.53%
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		Sep-05				5.83%		4.51%				1.32%

		Oct-05				6.08%		4.74%				1.34%
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		Feb-08				6.60%		4.49%				2.11%
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