MIDAMERICAN ENERGY COMPANY

Docket No. EL14-XXX
Comparison of the DCF Expected Return on an

MidAmerican Exhibit JHV 1.1

Investment in Electric Utilities to the Interest Rate
on Moody’s A-Rated Utility Bonds
Test Year Ending December 31, 2013

SCHEDULE 2
COMPARISON OF DCF EXPECTED RETURN ON AN INVESTMENT IN ELECTRIC
UTILITIES TO THE INTEREST RATE ON MOODY’S A-RATED UTILITY BONDS

In this analysis, | compute an electric utility equity risk premium by comparing the DCF estimated cost of equity
for an electric utility proxy group to the interest rate on A-rated utility bonds. For each month in my September
1999 through April 2014 study period:

DCF
Bond Yield
Risk Premium

Average DCF-estimated cost of equity on a portfolio of proxy companies;
Yield to maturity on an investment in A-rated utility bonds; and
DCF - Bond yield.

A more detailed description of my ex ante risk premium method is contained in Appendix 4.

BOND RISK
LINE | DATE DCF YIELD PREMIUM

1 | Sep-99 0.1157 0.0793 0.0364

2 | Oct-99 0.1161 0.0806 0.0355

3 | Nov-99 0.1192 0.0794 0.0398

4 | Dec-99 0.1236 0.0814 0.0422

5 | Jan-00 0.1221 0.0835 0.0386

6 | Feb-00 0.1269 0.0825 0.0444

7 | Mar-00 0.1313 0.0828 0.0485

8 | Apr-00 0.1237 0.0829 0.0408

9 | May-00 0.1227 0.0870 0.0357
10 | Jun-00 0.1242 0.0836 0.0406
11 | Jul-00 0.1247 0.0825 0.0422
12 | Aug-00 0.1228 0.0813 0.0415
13 | Sep-00 0.1164 0.0823 0.0341
14 | Oct-00 0.1170 0.0814 0.0356
15 | Nov-00 0.1191 0.0811 0.0380
16 | Dec-00 0.1166 0.0784 0.0382
17 | Jan-01 0.1194 0.0780 0.0414
18 | Feb-01 0.1203 0.0774 0.0429
19 | Mar-01 0.1207 0.0768 0.0439
20 [ Apr-01 0.1233 0.0794 0.0439
21 | May-01 0.1279 0.0799 0.0480
22 | Jun-01 0.1285 0.0785 0.0500
23 | Jul-01 0.1295 0.0778 0.0517
24 | Aug-01 0.1302 0.0759 0.0543
25 [ Sep-01 0.1321 0.0775 0.0546
26 | Oct-01 0.1313 0.0763 0.0550
27 | Nov-01 0.1296 0.0757 0.0539
28 | Dec-01 0.1292 0.0783 0.0509
29 | Jan-02 0.1274 0.0766 0.0508
30 | Feb-02 0.1285 0.0754 0.0531
31 [ Mar-02 0.1248 0.0776 0.0472
32 | Apr-02 0.1227 0.0757 0.0470
33 | May-02 0.1236 0.0752 0.0484
34 | Jun-02 0.1254 0.0741 0.0513

MidAmerican Exhibit JHV 1.1
Schedule 2
Page 1 of 5

JHV SCHEDULE 2-1

Schedule 2
Page 1 of 5



MIDAMERICAN ENERGY COMPANY
Docket No. EL14-XXX
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on Moody’s A-Rated Utility Bonds
Test Year Ending December 31, 2013

BOND RISK
LINE | DATE DCF YIELD PREMIUM
35 | Jul-02 0.1337 0.0731 0.0606
36 | Aug-02 0.1300 0.0717 0.0583
37 | Sep-02 0.1272 0.0708 0.0564
38 | Oct-02 0.1291 0.0723 0.0568
39 | Nov-02 0.1242 0.0714 0.0528
40 | Dec-02 0.1226 0.0707 0.0519
41 | Jan-03 0.1195 0.0706 0.0489
42 | Feb-03 0.1233 0.0693 0.0540
43 | Mar-03 0.1212 0.0679 0.0533
44 | Apr-03 0.1170 0.0664 0.0506
45 | May-03 0.1095 0.0636 0.0459
46 | Jun-03 0.1047 0.0621 0.0426
47 | Jul-03 0.1072 0.0657 0.0415
48 | Aug-03 0.1064 0.0678 0.0386
49 | Sep-03 0.1029 0.0656 0.0373
50 | Oct-03 0.1009 0.0643 0.0366
51 | Nov-03 0.0985 0.0637 0.0348
52 | Dec-03 0.0946 0.0627 0.0319
53 [ Jan-04 0.0921 0.0615 0.0306
54 | Feb-04 0.0916 0.0615 0.0301
55 | Mar-04 0.0912 0.0597 0.0315
56 | Apr-04 0.0925 0.0635 0.0290
57 | May-04 0.0962 0.0662 0.0300
58 | Jun-04 0.0961 0.0646 0.0315
59 | Jul-04 0.0953 0.0627 0.0326
60 | Aug-04 0.0966 0.0614 0.0352
61 [ Sep-04 0.0951 0.0598 0.0353
62 | Oct-04 0.0953 0.0594 0.0359
63 | Nov-04 0.0918 0.0597 0.0321
64 | Dec-04 0.0920 0.0592 0.0328
65 | Jan-05 0.0925 0.0578 0.0347
66 | Feb-05 0.0917 0.0561 0.0356
67 | Mar-05 0.0918 0.0583 0.0335
68 | Apr-05 0.0924 0.0564 0.0360
69 | May-05 0.0910 0.0553 0.0356
70 [ Jun-05 0.0911 0.0540 0.0371
71 | Jul-05 0.0899 0.0551 0.0348
72 | Aug-05 0.0900 0.0550 0.0350
73 | Sep-05 0.0923 0.0552 0.0371
74 | Oct-05 0.0934 0.0579 0.0355
75 | Nov-05 0.0981 0.0588 0.0393
76 | Dec-05 0.0980 0.0580 0.0400
77 | Jan-06 0.0980 0.0575 0.0405
78 | Feb-06 0.1071 0.0582 0.0489
79 | Mar-06 0.1055 0.0598 0.0457
80 | Apr-06 0.1075 0.0629 0.0446
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BOND RISK
LINE | DATE DCF YIELD PREMIUM
81 | May-06 0.1087 0.0642 0.0445
82 | Jun-06 0.1117 0.0640 0.0477
83 | Jul-06 0.1110 0.0637 0.0473
84 | Aug-06 0.1072 0.0620 0.0452
85 | Sep-06 0.1111 0.0600 0.0511
86 | Oct-06 0.1074 0.0598 0.0476
87 | Nov-06 0.1078 0.0580 0.0498
88 | Dec-06 0.1071 0.0581 0.0490
89 | Jan-07 0.1096 0.0596 0.0500
90 | Feb-07 0.1085 0.0590 0.0495
91 | Mar-07 0.1094 0.0585 0.0509
92 | Apr-07 0.1042 0.0597 0.0445
93 | May-07 0.1068 0.0599 0.0469
94 | Jun-07 0.1123 0.0630 0.0493
95 | Jul-07 0.1130 0.0625 0.0505
96 | Aug-07 0.1104 0.0624 0.0480
97 | Sep-07 0.1078 0.0618 0.0460
98 | Oct-07 0.1084 0.0611 0.0473
99 | Nov-07 0.1116 0.0597 0.0519
100 | Dec-07 0.1132 0.0616 0.0516
101 | Jan-08 0.1193 0.0602 0.0591
102 | Feb-08 0.1133 0.0621 0.0512
103 | Mar-08 0.1170 0.0621 0.0549
104 [ Apr-08 0.1159 0.0629 0.0530
105 | May-08 0.1162 0.0627 0.0535
106 | Jun-08 0.1136 0.0638 0.0499
107 | Jul-08 0.1172 0.0640 0.0532
108 | Aug-08 0.1191 0.0637 0.0554
109 [ Sep-08 0.1185 0.0649 0.0536
110 | Oct-08 0.1280 0.0756 0.0524
111 | Nov-08 0.1312 0.0760 0.0552
112 | Dec-08 0.1301 0.0654 0.0647
113 | Jan-09 0.1241 0.0639 0.0602
114 | Feb-09 0.1269 0.0630 0.0639
115 | Mar-09 0.1286 0.0642 0.0644
116 | Apr-09 0.1266 0.0648 0.0617
117 | May-09 0.1242 0.0649 0.0593
118 | Jun-09 0.1220 0.0620 0.0600
119 | Jul-09 0.1174 0.0597 0.0577
120 | Aug-09 0.1158 0.0571 0.0587
121 | Sep-09 0.1152 0.0553 0.0599
122 | Oct-09 0.1153 0.0555 0.0598
123 | Nov-09 0.1196 0.0564 0.0633
124 | Dec-09 0.1095 0.0579 0.0516
125 | Jan-10 0.1112 0.0577 0.0535
126 | Feb-10 0.1091 0.0587 0.0504
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BOND RISK
LINE | DATE DCF YIELD PREMIUM
127 | Mar-10 0.1076 0.0584 0.0492
128 | Apr-10 0.1111 0.0582 0.0529
129 | May-10 0.1093 0.0552 0.0541
130 | Jun-10 0.1088 0.0546 0.0541
131 | Jul-10 0.1078 0.0526 0.0552
132 | Aug-10 0.1057 0.0501 0.0557
133 | Sep-10 0.1059 0.0501 0.0558
134 | Oct-10 0.1044 0.0510 0.0534
135 | Nov-10 0.1051 0.0536 0.0514
136 | Dec-10 0.1053 0.0557 0.0497
137 | Jan-11 0.1044 0.0557 0.0487
138 | Feb-11 0.1041 0.0568 0.0473
139 | Mar-11 0.1044 0.0556 0.0488
140 | Apr-11 0.1020 0.0555 0.0465
141 | May-11 0.0994 0.0532 0.0462
142 | Jun-11 0.1043 0.0526 0.0517
143 | Jul-11 0.1019 0.0527 0.0492
144 | Aug-11 0.1050 0.0469 0.0581
145 | Sep-11 0.1016 0.0448 0.0568
146 | Oct-11 0.1032 0.0452 0.0580
147 | Nov-11 0.1014 0.0425 0.0589
148 | Dec-11 0.1024 0.0435 0.0589
149 | Jan-12 0.1016 0.0434 0.0582
150 | Feb-12 0.0974 0.0436 0.0538
151 | Mar-12 0.0971 0.0448 0.0523
152 | Apr-12 0.0994 0.0440 0.0554
153 | May-12 0.0981 0.0420 0.0561
154 | Jun-12 0.0962 0.0408 0.0554
155 | Jul-12 0.0963 0.0393 0.0570
156 | Aug-12 0.0972 0.0400 0.0572
157 | Sep-12 0.0968 0.0402 0.0566
158 | Oct-12 0.0978 0.0391 0.0587
159 | Nov-12 0.0935 0.0384 0.0551
160 | Dec-12 0.0962 0.0400 0.0562
161 | Jan-13 0.0968 0.0415 0.0553
162 | Feb-13 0.0956 0.0418 0.0538
163 | Mar-13 0.0976 0.0420 0.0556
164 [ Apr-13 0.0966 0.0400 0.0566
165 | May-13 0.0970 0.0417 0.0553
166 | Jun-13 0.0990 0.0453 0.0537
167 | Jul-13 0.0978 0.0468 0.0510
168 | Aug-13 0.0958 0.0473 0.0485
169 [ Sep-13 0.0950 0.0480 0.0470
170 | Oct-13 0.0925 0.0470 0.0455
171 | Nov-13 0.0931 0.0477 0.0454
172 | Dec-13 0.0931 0.0481 0.0450
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Comparison of the DCF Expected Return on an MidAmerican Exhibit JHV 1.1

Investment in Electric Utilities to the Interest Rate
on Moody’s A-Rated Utility Bonds
Test Year Ending December 31, 2013

BOND RISK
LINE | DATE DCF YIELD PREMIUM
173 | Jan-14 0.0922 0.0463 0.0459
174 | Feb-14 0.0944 0.0453 0.0491
175 | Mar-14 0.0983 0.0451 0.0532
176 | Apr-14 0.0970 0.0441 0.0529

Notes: Utility bond yield information from Mergent Bond Record (formerly Moody’s). See Appendix 4 for
a description of my ex ante risk premium approach. DCF results are calculated using a quarterly DCF
model as follows:

do = Latest quarterly dividend per Value Line, Thomson Reuters, Yahoo Finance.
Po = Average of the monthly high and low stock prices for each month per Thomson
Reuters.
FC = Flotation cost allowance (five percent) as a percent of stock price.
g = |I/B/E/S forecast of future earnings growth for each month.
k = Cost of equity using the quarterly version of the DCF model.
1 i i
+Q)4 1
Po(1-FC)
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