A B C D
OCA RECOMMENDED WACC AND ROE
Weighted Average Cost of Capital and
Return on Equity
Weight Cost WACC
1|Debt 48.66% 6.600% 3.212%
2[Preferred 6.39% 5.800% 0.371%
3|Equity 44 95% 10.0% 4.495%
4 100.00% 8.1%
A B c . D
PACIFICORP RECOMMENDED WACC AND ROE
Weighted Average Cost of Capital and
Return on Equity
Weight Cost WACC
5/Debt 48.66% 6.600% 3.212%
8|Preferred 6.39% 5.800% 0.371%
7|Equity 44 95% 11.50% 5.169%
8 100.00% 8.751%
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OCA Exhibit MLN-2

Page 1 of 1
CAPM Analysis
A B C o E F G H ! J K L M N ] B Q
o0 Dy 3 Year High Grade
Pereent of C.A Turners Ltility Reports Treasury Treasury Corporate  Corparate
Revenues S&P Short Term  Short Term  Lang Term Lang Term Risk Equity Lang Shory

Company From e % Yo Bond Risk Free Risk Risk Free Rizk Free Risk VYalue Lipe Term Term Corporate | Compasite
Name Electric Symbaol ek Freferred Common Rating Rate 2 Premium ! Rate Premivm Rate Premiuzm Beta CAPM CAPM CAFM CAPM
Armeren 914, AEE 51.00% 2.50% 46.50% A 0.94%, §.40% 5.13% 640% 5 T0% £.00% .65 9.29% 6.40% 2.60% 438
Clere Carporation 3% CMLL 1118 2.00% 37.50% A D043 B40% 5.15% 5.40% 570t 8,00 0,50 14 B9% B.5(Rg UL 108g 1100
Central Vermont Pub, Syc. Corp. 100% cy 38 50% 5,041 6. 50% BBA+ 094% 8.40% 5 13% 6.40% 5.70% £.00% 0.45 8.0I% 4.72% §.40% 821%
DPL Int. B, LPL 74.00% 400% 1600 BEB 0.94% B.40% 5.13% & a0 570 £.00% 0.50 10 259 1.66% 10.50% 10.38%
DTE Energy Compuny A% DTE 62 5k, 0.00% $7.50% BRB+ 094%; B.4I% 5.13% .40% 5.70% 6.00% .60 597 5950 2.50% 2.14%
DL, tar, 1% GE £5.00% 14 ity 29.00% BEB+ 0,544 §.40% 53t &4t 5 70% £.00% 0.65 2.79% 6.40% S.60% 9 4585
Empire District Electric Company 8% EDE 54.50% 000% 45 50% BBA H949% $.40% S13% 6 40% 5700 6.00% .60 B97% 5.98% 2.30% 9.14%
FPL Group 97% FPL 47.50% 1.50% 5100 A 10.94%, 54075 5.13% 6.4i% 5§ Tk 6 g 0.60 B.97% 5.98%; 9309, 9.14%
First Energy Corporation 8% FE 55 5 2.00% 42.50% BRB D.94% B 40%, 5.15% 6.40% £70% £.00% 0,70 2.61% 652% 808, 9.76%
Great Plains Energy % GXP 54 5% 1.50% 44.00% :1:1] 0941 2404 5 13% 6.40% 5.70%; £.00% .70 9.61% 6.42% 9.90% ¢ 70%
Northeast Utilities % NU 6. 00% L St 33509 BBB+ 0.94% §.40% 513t & divy 5.70% 6.00% 0.65 2,205 f.40% 9.60% 9.45%
NSTAR 7% NET S9.00% 1.00% Ak g A 942 £.40% 513% 6408 5.70% 6. [ .65 9.29% 6 4% 96085 2459
Pinnucle West Capital Carporation 8% PNW 5200% 0.00% 48.00% A- 0.54% 8.40% 5.13% 640% 5.70% 6.00% 0.70 9.61% 6.82% 9 90%, 9.76%
Sourhern Cormpany e S0 44.50% 12,00 43 5% A+ 1947 £.40% S13% 6.40% 5,70k 6.0t .65 9.29% 6 dips 9.60% 9.45%
Teca Energy, Ing, 2% TE 60.00% 9.50% 30.50% BRB- 0.94% 1400 513% H40% 5.70% & 00 0.7s 9.83%; 7.24% 10.20%, 10.07%
¥ectren Carparation o L%y 57 00 0.00% 48, [ A- 0.94% 8 40% 513% 6 40 5.70% 6.00% 0.75 2.93% T 10,200, 10,07
Wisconsin Energy Corporation % WEC 59.50% 050% 401 002, BEB+ 0.94% £.40% 5 13% 6.40%, 5.70% £.00% .60 B9 5.98% 5300 2.14%
Unisource Energy Carparation a3, UNg 40500 0.00%, 19.50% BBB- [ 4% 807 513% 6 0% 5.70% £.00%, .60 8.97% 5.98% 8.30% 9144
Average 7% S1.00%: 1.06% 30.94% 0844 B40%, 5.13%, &.40% 5.70% 6.00%, 0.67 D404 G547 92.70% 9.554%,
Standard Deviatian 1% 9.88% 4.66% 9.43% 2.00% [T D00% 000 D004 0.00% &10 0.63% LA3% 0594 0.51%
Minimum 1% 3R.50% NI 19,50, 1945 B.40% 513% £40% £0% 6.00% 0.45 5.007% 4.72% 40% 21%
Maximum 100% 050% 16.00% 56.50% 0.54% B40% 513% 6.40% ST0% 6.00%, 0.90 10.8%% 8.50% 1.10% 11.00%

1. Ibbotsons Associates, Inc., 2002 Yearbook

2. Bloembearg.com

3. Moody's Corporate Bond Yieid
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QCA Exhibit MLN-3

Page 1 of 1
Constant Growth DCF (Value Line Analyst Forecasted Growth Rates)
A B C D E F G H
Calculated
Value Line Recent Weighted
Projected Common Calculated EPS DPS BY Average | Discounted
Company 2003 Dividend Stock Dividend Growth Growth Growth Growth Cash
Name Per Share Price Yield Rate  Rate Rate Rate Flow

1|Ameren $2.54 $41.95 6.05% 1.00% 0.50% 3.50% 1.75% 7.80%

2|Cleco Corporation $0.90 $14.65 6.14% Nil 0.50% 3.00% 1.08% 7.23%

3|Central Vermont Pub. Sve. Corp. $0.88 $19.75 4.46% 7.50%  3.00% 2.00% 4.92% 9.37%

4/DPL Inc, $0.94 $14.15 6.64% 6.00% 0.50% 6.00% 5.08% 11.73%

5|DTE Energy Company $2.06 $41.75 4.93% 550%  0.50% 4.50% 4.33% 9.27%

6|DQE, Inc. $1.00 $14.30 6.99% 7.50% -7.00% -4.00% 1.25% 8.24%

7|Empire District Electric Company $1.28 $19.65 6.51%  9.00%  Nil  3.00%  5.50% 12.01%

8FPL Group $2.40 $60.85 3.94% 5.00%  3.50% 7.50% 5.58% 9.53%

9|First Energy Corporation $1.50 $32.35 4.64%  2.00% 2.00% 4.50%  2.83% 7.47%
10|Great Plains Energy $1.66 $26.10 6.36% 4.50% 0.50% 3.50% 3.50% 9.86%
Il {Northeast Utilities $0.58 $15.30 3.79%  18.00% 9.00% 450%  12.00% 15.79%
12INSTAR $2.17 $43.35 5.01% 350%  2.00% 3.50% 3.25% 8.26%
13(Pinnacle West Capital Corporation $1.73 $33.95 5.10% 0.50% 5.50% 3.00% 2.17% 7.26%
14|Southern Company $1.39 $29.50 471%  650% 3.00% 5.00% 5429 10.13%
15{Teco Energy, Inc. $0.93 $13.25 7.02%  -0.50% -5.50% 1.50%  -0.67% 6.35%
16{Vectren Corporation $1.11 $22.90 4.85% 8.00% 3.50% 5.50% 6.42% 11.26%
17| Wisconsin Energy Corporation $0.80 $26.60 3.01% 8.00% Nil 7.50% 6.50% 9.51%
18|Unisource Energy Corporation $0.60 $17.70 3.39% 0.50% 13.50% 4.00% 3.83% 7.22%
19
20
21 Average $1.36 $27.11 520%  5.44% 2.19% 3.78%  4.15% 9.35%
22 Standard Deviation $0.61 $13.18 L24%  4.43% 4.82% 254%  2.80% 2.30%
23 Minimum $0.58 $13.25 301%  -0.50% -7.00% -4.00% -0.67% 6.35%
24 Maximum $2.54 $60.85 7.02%  18.00% 13.50% 7.50% 12.00% 15.79%
25
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Constant Growth DCF (Value Line Numbers Through 2008)

A B C D E F G H
Calculated
Value Line Recent Weighted
Projected Common Calculated EPS DPS BY Average | Discounted
Company 2003 Dividend Stock , Dividend Growth Growth Growth Growth Cash
Name Per Share Price Yield Rate Rate Rate Rate Flow

1{Ameren $2.54 $41.95 6.05% 261%  0.62% 221%  2.15% 8.20%
2|Cleco Corporation $0.90 $14.65 6.14% 292%  0.00%  4.16%  2.85% 8.99%

3(Central Yermont Pub. Sve. Corp. $0.88 $19.75 4.46% 250% 340%  1.25%  2.24% 6.69%
4|DPL Inc, $0.94 1415 6.64% 8.06%  084%  6.08%  6.20% 12.84%

5|DTE Energy Company $2.06 34175 4.93% 9.07%  039%  518%  6.33% 11.26%
6|DQE, Inc. $1.00 $14.30 6.99% 471%  0.00%  569%  4.25% 11.24%

7(Empire District Electric Company $1.28 $19.65 6.51% 312%  0.00%  1.99%  2.209% 8.74%

8|FPL. Group $2.40 $60.85 3.94% 306%  2.54%  6.42%  4.09% 8.03%

9| First Energy Corporation fr.50 $32.35 4.64% 10.70%  2.54%  3.88%  7.07% 11.70%
10|Great Plains Energy $1.66 $26.10 6.36% 402%  048%  3.43%  3.24% 9.60%
11{Northeast Utilities $0.58 31530 3.79% 10.60%  6.11%  3.68%  7.55% 11.34%
12]NSTAR 5217 $43.35 3.01% 299%  143%  3.24%  281% 7.82%
13(Pinnacle West Capital Corporation 173 $33.05 5.10% 414%  425%  292%  3.75% 8.85%
14|Southern Company $1.39 $29.50 4.71% 4.86%  260% 3.27%  3.95% 8.67%
15{Teco Energy, lne. $0.93 $13.25 7.02% 11.50%  2.03%  3.22%  7.16% 14.18%
16|Vectren Corporation $1.11 $22.90 4.85% 429%  2.73%  3.62% 381% 8.65%
I7(Wisconsin Energy Corporation $0.80 $26.60 3.01% 3.61%  4.59%  6.42%  4.71% 7.72%
18| Unisource Energy Corporation $0.60 $i7.70 3.39% 749%  8.4%  321%  6.16% $.55%
19
20
2
22 Average $1.36 $27.11 5.20% 3537%  237%  3.88% 447 9.67%
23 Standard Deviation 50.61 $13.18 1.24% 3IN%  226%  151%  1.82% 1.99%
24 Minimum $0.58 $13.25 3.01% 250%  0.60%  1.25%  2.15% 6.69%
25 Maximum 5254 360.85 7.02% 1L50% B8.04% 6.42%  7.55% 14.18%
26
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OCA Exhibit MLN-5

Page 1 of 1
Constant Growth DCF (Value Line Numbers Through 2007)
A B C D E F G H
Calculated
Value Line Recent Weighted
Projected Common Calculated EPS DPS BY Average | Discounted
Company 2003 Dividend Stock 1 Dividend Growth Growth Growth Growth Cash
Name Per Share Price Yield Rate Rate Rate Rate Flow

l|Ameren $2.54 $41.95 6.05% 3.28%  0.78%  2.78% 2.70% 8.75%

2|Cleco Corporation $0.90 $14.65 6.14% 3.67%  0.00% 5.23% 3.58% 9.72%

3|Central Vermont Pub. Svc, Corp. $0.88 $19.75 4.46% 5.39%  4.26% 1.57% 3.93% 8.39%

4(DPL Inc, $0.94 $14.15 6.64%  1037% 1.05% 7.66% 7.91% 14.56%

3|DTE Energy Company $2.06 $41.75 4.93%  11.41% 0.48% 6.52% 7.96% 12.89%

6/DQE, Inc. $1.00 $14.30 6.99% 5.97%  0.00% 7.17% 5.38% 12.37%

7|Empire District Electric Company $1.28 $19.65 6.51% 3.95%  0.00%  2.50% 2.81% 9.32%

8|FPL Group $2.40 $60.85 3.94% 3.85% 3.18% 8.09% 5.15% 9.10%

9|First Energy Corporation $1.50 $32.35 4.64%  13.39% 3.20% 4.87% 8.85% 13.49%
10{Great Plains Energy $1.66 $26.10 6.36% 5.00%  0.60%  4.31% 4.08% 10.44%
I1{Northeast Utilities $0.58 $15.30 379%  13.68% 769%  4.63% 9.66% 13.45%
12[NSTAR $2.17 $43.35 5.01% 3.78%  1.79% 4.06% 3.54% 8.55%
13|Pinnacle West Capital Corporation $1.73 $33.95 5.10% 520% 5.34% 3.66% 4.71% 9.80%
14{Southern Company $1.39 $29.50 4.71% 6.16% 3.26% 4.10% 4.99% 9.70%
15| Teco Energy, Inc. $0.93 $13.25 7.02%  1542% 2.62%  4.04% 9.49% 16.51%
16[Vectren Corporation $1.11 $22.90 4.85% 543%  342%  4.54% 4.80% 9.64%
17 Wisconsin Energy Corporation $0.80 $26.60 3.01%  4.58%  5.79% 8.09% 5.95% 8.96%
18| Unisource Energy Corporation $0.60 $17.70 3.39% 938% 10.11%  4.03% 7.72% 11.11%
19
20
21 Average $1.36 $27.11 3.20%  7.22% 2.98%  4.88% 5.73% 10.93%
22 Standard Deviation $0.61 $13.18 124%  3.95% 2.84%  1.91% 2.29% 2.38%
23 Minimum $0.58 $13.25 3.01%  328% 0.00% 1.57% 2.70% 8.39%
24 Maximum $2.54 $60.85 7.02%  1542% 10.11%  8.09% 9.66% 16.51%

1. Value Line data
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Non-Constant Grow(h Madel (using calculated VL growth rates through 2008)

Drirect Tastimony of Maici L. Morby

A n C B E F H T I K
—‘ ’_ Constant Cnrm‘ Nnn{onslﬁ‘
Dividends Per Share Growth Stock Growth
2043 2004 2005 2005 2007 2008 Rate Frice Model ncr
! Ameren 5254 3254 5256 5258 3260 5262 2.15% 4195 34195 7.82%
2|Cleco Corporation 50,90 5090 50.90 $0.50 5090 $0.90 T Bi% 514.65 1465 B 3
3[Central Vermont Pub. Svc. Comp. 5058 S92 $0.05 5098 5i0] £1.04 2.29% 51975 $19.75 6.92%
4 DPI. Inc. 30,94 10.94 065 096 30.97 5008 6.20% ¥14.15 51405 132%
3DTE Encrgy Company $206 5206 3207 $208 5209 s210 6.33% $41.75 $41.75 10.15%
&{DOE, Ing $1.00 .00 oo $1.00 %1 06 .00 4.25% 31430 51430 10.02%
7|Empire Diswrict Eleciric Cotapany ¥l.28 $1.23 $1.28 Fl23 5028 $1.28 2.13% 51965 $la.65 B t&%%
$|FPL Group £2.40 3248 3254 3260 5266 5272 4.09% Fti 85 $60.85 1.78%
9|First Energy Corporation £1.50 5150 3155 .60 f16s 5170 TP 13235 53235 10.88%
F¥ Great Plains Energy 31 66 31 .66 5167 5168 $1.6% $i.70 3.24% $26.10 $26.10 2907
111 Northeast Utilities 058 10,62 060 070 $0.74 5078 T.55% $15.30 51530 1h.12%
IZ|NSTAR 5217 £2.21 £224 227 $2.30 $213 TEI% 5$433s 4335 7.533%
}3|Pinnacle West Capilal Cotporation $1.73 $1 83 519 $lug 52.06 3213 3. 75% $33.0% $3395 B.06%
14| Southern Company $i.39 5492 346 3150 B5e Fi.5% 3.95% 32950 $29.50 §.40%
15| Teco Energy. Inc. vl 5078 3082 30.8% 504 100 T 16% %1325 §13.25 12.59%
18] Vectren Corparation i IR ES 5118 i1.21 3124 §1.27 3.31% 2290 52290 844
17| Wisconsin Energy Corporation $0.50 3080 3085 5090 0.5 $1.00 4 T $26.60 £26.60 T 6%
18| Unisourve Energy Corporation $0.60 F0.70 50.73 079 %0 84 30 ER 6.16% 5T 31770 9.89%
roL L 1 L ]
0
]
2
24
25
26 Non-Constani Growth Model (using calcalated Value Line growih rates through 2057)
7 A i} [ D E F H i I K
het:3 —‘ |7 —‘ Cnastant Current Nnn-Constanl—I
20 Dividends Per Share Growth Stock Growth
30 a3 24 205 2006 27 Rate Price Madel DCF
11
32| Ameren 52.54 $2 54 257 5259 262 T Tt 4105 %4195 3 36%
33| Cleco Corporation 50 940 $0.90 $0.90 $0.90 $0 50 3158% Fid4.65 31465 201%
34|Central Vermont Pub. Sve Corp. 088 $0.92 3006 F1 00 3lod 3.07% w75 B15.75 B.44%
35|DPL Ine 5094 3094 095 S0.97 $0.98 T915% 1415 415 13 18%
35| DTE Energy Company 3206 5206 207 $2.00 5210 7.96% 54175 34175 11.76%
37| DOE, Ine $1.00 $1.00 5] (W 160 jloo 5.38% 1430 5i4.30 TE21%
33| Empire District Flectric Company 3128 31 2% 5128 $1.28 $1.28 T81% £19 6% ilv6s B 73%
39(FPL Grouwp $2.40 5248 82,56 52.64 $272 5.15% 55055 $60 85 §.43%
40 |First Energy Corporation £E.50 5150 $i.57 3163 3170 & B5% §iz3s 3235 12 a6%
41|Great Plains Energy £1.66 3168 57 .69 1170 4.0 $26.10 $26.10 9.72%
42 [ Northeast Ultiliries 3058 $0 62 2067 30.73 078 9.66% $15.30 515 30 13.21%
43(NETAR 3217 3221 $2.25 32240 $2.33 3.54% $43.35 4335 B.25%
44| Pinnacle West Capital Corpuration $1.73 $1.23 3103 203 213 4.71% 33395 33595 5920
45 |Southern Company 5139 Fr4z $1.47 $1.53 31 58 4,959, 329,50 $29 50 5.43%
46| Teca Energy, Inc. 5093 0,76 $0.84 50 o2 $EO0 9 48y 51335 §l52s 14 B3%
47| Vecten Curporation 311 5115 RN b $1.23 3127 4.80% 32290 322,90 04285
48 Wisconsin Energy Corporation $0 80 30 80 $0.37 $0.93 5100 $.95% $26.60 $26 60 £.93%
45| Unisource Energy Corparation 2060 3070 3076 Fraz %088 TT2% 517.70 2T 1 I.-'irO%J
30
51
52 L0.40%
33 BET
54 £.25%
55 14.83%
56
37 Nun-Constant Growth DOF Model (using VL Analyst Forecasted Grawth Rates)
h1.3 A )] Y ] E F 1) I I K
S [ Censiant Current Non-Constant
60 Dividends Per Share Growth Stork Growth
(] 1003 2004 2005 2006 2007 2008 Rate Price Madel DCF
62
63| Ameren $2.54 32.54 5156 j2.58 3260 2 62 .75% 341 95 $41.95 T.52%
&4/ Cleco Corporation $0.90 F0 60 10,50 0,50 $0.90 300 1.0B% 1465 $i4 65 950
65| Central Vermont Pub Sve, Cop FOERR S92 S0.9s $0 08 b1 £l 4.97% 31978 Ft9.75 9 10%
66 DFL Inc. $0.94 $0.94 LU Joue 30,97 %093 508 51415 FIERE) ED.65%
&7|DTE Encrgy Company 5206 $2.00 $2.07 $2.08 $209 3210 433% 54175 341 75 B 40
8 [DOE, Inc jloo 3100 3100 £1.00 iLo0 £1.00 1.25% $14.30 1430 TEX
69| Empire District Eleciric Company 3128 $1.28 £1.28 $1.28 3128 $r28 4.50%% 519 63 $19.6% T0.6EY
FO|EPL Group $2.40 $2.48 $2 54 560 ie6 272 5.5R% 6085 560 85 9 04%%
71(First Energy Curporation 3150 150 $t.5% 5160 3165 51 T 2.81% $3235 3235 T.a0%
72| Greal Plains Energy EIN-) $1.66 8187 168 3169 £LT0 3.30% 52610 32610 0%
T3 [Northeast Utilities 3058 062 5066 §0.70 30.74 078 12.00#a $15.30 £1530 6 2%,
TMINSTAR 207 5221 §224 $2.27 230 3253 3.25% 34338 $43.35 TRE¥
75| Pinnacle West Capital Corporation 3173 5183 EIR] 308 $2.06 213 Pl 33395 33305 173%
76| Southern Cnmpen}' $139 a4z 46 $1.50 $154 3158 5.42% $29.50 $10.50 R
I Tewo Energy, Inc. 3093 $0.76 $0.82 50 38 pOR] $Loa -0.67% 21325 $13.25 & 77%
78| Vectren Corporation 2n $1.15 508 3. $1.24 $1.27 6 42% $22.90 5220 10579
791 Wisconsin Energy Corporation $0.30 $0 80 085 5050 $0.95 51.0¢ 6.50% 326.60 32660 9.16%
80| Unisaurce Energy Corporation $0.60 5070 $0.73 5072 30.89 F0 8% iB3% 517 70 3770 TN
: i |
82
$3
34
83
1)
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OCA Ehibit MLN-7

Page 1 of 1
A B C D E F
Comparison of growth rates for the different constant rowth DCF methods used
Value Value
2007 2008 Line 2007 2008 Line
growth growth growth DCF DCF DCF
I Ameren 2.70% 2.15% 1.75% 8.75% 8.20% 7.80%
2 Cleco Corporation 3.58% 2.85% 1.08% 9.72% 8.99% 71.23%
3 Central Vermont Pub. Sve. Corp. 3.93% 2.24% 4.92% 8.39% 6.69% 9.37%
4 DPL Inc. 7.91% 6.20% 5.08% [4.56% 12.84%;, 11.73%
5 DYE Energy Company 7.96% 6.33% 4.33% 12.89% 11.26% 9.27%
6 DQE, Inc. 5.38% 4.25% 1.25% 12.37% 11.24% 8.24%
7 Empire District Electric Company 2.81% 2.22% 3.50% 9.32% 8.74% 12.01%
8 FPL Group 515% 4.09% 5.58% 9.10% 8.03% 9.53%
9 First Energy Corporation 8.85% 7.07% 2.83% 13.49% 11.70% 7.47%
10 Great Plains Energy 4.08% 3.24% 3.50% 10.44% 9.60% 9.86%
11 Northeast Utilities 9.66% 7.55% 12.00% 13.45% 11.34% 15.79%
12 NSTAR 3.34% 2.81% 3.25% 8.35% 7.82% 8.26%
13 Pinnacle West Capital Corporation 4.71% 3.75% 217% 9.80% 8.85% 7.26%
14 Southern Company 4.99% 3.95% 5.42% 9.70% 8.67% 10.13%
15 Teco Energy, Inc. 9.49% 7.16% -0.67% 16.51% 14.18% 6.35%
16 Vectren Corporation 4.80% 3.81% 6.42% 9.64% 8.65% 11.26%
17 Wisconsin Energy Corporation 5.95% 4.71% 6.50% 8.96% 7.72% 9.51%
18 Unisource Energy Corporation 7.72% 6.16% 3.83% 11.11% 9.55% 7.22%
19
20 Average] 573%  4.47%  a.15%) [ 10.9% 9.7% 9.3%)
21 | Standard Deviation 0.84%] | Standard Deviation 0.84%|
22 Comparison of all methods used by CAS
23 Constant Growth DCF (Calculated Growth through 2007) 10.9% 10.9%
24 Constant Growth DCF (Caleulated Growth through 2008) 9.7% 9.7%
25 Constant Growth DCF (Value Line Growth Rates) 2.3%
26 Non-Constant DCF (Caleulated Growth through 2007) 10.4% 10.4%
27 Non-Constant DCF (Calculated Growth through 2008) 9.2% 9.2%
28 Non-Constant DCF (Value Line Growth Rates) 8.6%
29 Capital Asset Pricing Model 9.5% 9.5%
30 Average 9.7% 9.9%
31 Median 9.5% 9.7%
32 Standard Deviation 0.8% 0.7%
33 Minimum 8.6% 9.2%
34 Maximum 10.9% 10.9%
35 [Risk Premium 9.95%|
36 |OCA Recommended ROE 10.00% |

Direct Testimony of Marci L. Norby Docket No. 20000-ER-03-198



1 Ameren
2 Cleco Corporation
3 Central Vermont Pub. Sve. Corp.
4 DPL Inc.
5 DTE Energy Company
6 DQE, Inc.
7 Empire District Electric Company
8 FPL Group
9 First Energy Corporation
10 Great Plains Energy
11 Northeast Utilities
12 NSTAR
13 Pinnacle West Capital Corporation
14 Southern Company
15 Teco Energy, Inc.
16 Vectren Corporation
17 Wisconsin Energy Corporation
18 Unisource Energy Corporation
19
20

1. Value Line data

Direct Testimony of Margi L. Norby

OCA Exhibit MLN-8

Page 1 of 1
A B C
Recent
Value Line Average

Stock Stock Difference

Price | Price ! (A-B)
$42.63 $41.95 $0.68
$16.34 $14.65 $1.69
$22.39 $19.75 $2.64
$16.58 $14.15 $2.43
$35.85 $41.75 ($5.90)
$14.49 $14.30 $0.19
$21.97 $19.65 $2.32
$62.00 $60.85 $1.15
$29.24 $32.35 (33.1D)
$30.03 $26.10 $3.93
$17.13 $15.30 $1.83
$44.63 $43.35 $1.28
$33.37 $33.95 ($0.58)
$28.50 $29.50 (31.00)
$11.77 $13.25 ($1.48)
$23.31 $22.90 $0.41
$29.97 $26.60 $3.37
$18.00 $17.70 $0.30

Average $0.56
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RISK PREMIUM ANALYSIS
A B C D

1 Treasury Bonds

2 ROE Electric 20 Year

3 Utility Constant Calculated

4|  Year Industry 1 Maturity 2 Risk Premium

51 1998 10.90% 5.47% 5.43%

6 1999 12.60% 6.19% 6.41%

71 2000 7.13% 6.23% 0.90%

3| 2001 12.50% 5.63% 6.87%

91 2002 9.93% 5.43% 4.50%
10| Average 10.61% 5.79% 4.82%
11 Risk Free Rate - (30 Year Treasury yield) 3 5.13%
12 Risk Preminm 4.82%
13 ROE 9.95%

1. Value Line Investment Survey, March 8, 2002, Page 154, April 5, 2002, Page 695, February 15, 2002, Page

1780.
2. Federal Reserve Bank Data Base.
3. www bloomberg.com August 2, 2002,
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Bond Yields - Spread Analysis
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Source: Federal Reserve Bank in St. Louis, Mergent Bond Record
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