
GAS UTILITY RISK PREMIUM 

CURRENT BOND YIELDS 

Current Eauity Risk Premium 

(a) Avg. Yield over Study Period 
(b) March 201 1 Single-A Utility Bond Yield 

Change in Bond Yield 

( c )  Risk Premiumflnterest Rate Relationship 

Adjustment to Average Risk Premium 

(a) Average Risk Premium over Study Period 
Adjusted Risk Premium 

Implied Cost of Eauitv 
(b) March 2011 BBB Utility Bond Yield 

Adjusted Equity Risk Premium 

Risk Premium Cost of Equity 

(a) Exhibit WEA-9, page 3. 
(b) Moody's investors Service, www.creditrends.com. 
(c) Exhibit WEA-9, page 4. 
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GAS UTILITY RISK PREMIUM 

PROTECTED BOND YIELDS 

Current Eauitv Risk Premium 

(a) Avg. Yield over Study Period 
(b) Projected Single-A Utility Bond Yield 2012-15 

Change in Bond Yield 

(c) Risk Premium/Interest Rate Relationship 

Adjustment to Average Risk Premium 

(a) Average Risk Premium over Study Period 
Adjusted Risk Premium 

Implied Cost of Equitv 

(b) Projected Triple-B Utility Bond Yield 2012-15 
Adjusted Equity Risk Premium 

Risk Premium Cost of Equity 

Exhibit WEA-9 
Page 2 of 4 

(a) Exhibit WEA-9, page 3. 

(b) Projected yields on utility bonds for 2012-15 based on data from IHS Global Insight, U.S. Economic 
Outlook at 19 (Feb. 201 I), Energy Information Administration, Annual Energy Outlook 2011 Early 
Release (Dec. 16,2010), and Moody's Investors Service at www.credittrends.com. 

(c) Exhibit WEA-9, page 4. 
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Year 
-l-5m 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

(a) 

Allowed 
ROE 
13.4 o 

14.38'X 
13.87% 
14.35% 
14.69% 
14.61% 
14.86% 
15.70% 
15.55% 
15 62% 
15 72% 
15 62% 
15 41% 
14.841, 
15.24% 
15.41'Yo 
15 39% 
15.07% 
15.37% 
15.33% 
15.03'?'0 
15.44yo 
14.64% 
14 44% 
14.05% 
13.28'Yo 
13.09% 
13.62'X 
12 61% 
13.13'Yo 
12.56'Yo 
12.73% 
12.94% 
12.48% 
12.7Y1Yo 
12.98'Yo 
12.99% 
13.257, 
12.567, 
12.94%) 
12.60% 
12.81%, 
12 34% 
12.77% 
12.69% 
12.53'Yo 
12 43% 
12.38% 
12.42% 
11.98'X 
11.87% 
11.94% 
11.75% 
11.71% 
11 39% 
11 15% 
11 12% 
10.81?, 
10 95% 
11.64% 

(b) 
Single-A 

Utility Bond 
Yield 

13.49'0 
12.87% 
12.88% 
14.11%, 
14.77% 
15.82% 
16.65% 
16.57% 
16.72% 
16.26'Yo 
15.88'yo 
14.56% 
14.15% 
13.58% 
13.52% 
13.38% 
13.56% 
14.72% 
14.47% 
13.38% 
13.317, 
12.95% 
12.11% 
11.49% 
10.18% 
9.41% 
9.39% 
9.31% 
8.96% 
9.77% 

10.61% 
11.05% 
10.32% 
10.71% 
10.94% 
9.98% 

10.13% 
9.94% 
9.53% 
9.50% 
9.72'Yo 
9.91% 
9.93% 
9.8996 
9.58% 
9.50% 
9.33% 
9.02% 
8.91% 
8.86% 
8.47% 
8.53% 
8.07% 
7.81% 
7.28% 
7.22'L 
7.55% 
8.29% 
8.51'L 
8.877, 

Risk 
Premium 

-0.U4'k 
1.51% 
0.99% 
0.24% 

-0.08'Yu 
-1.21Yo 
-1.79% 
-0.87% 
-1.17'k 
-0.64% 
-0.16% 
l.OhYi, 
1.267, 
1.26% 
1.72% 
2.03% 
1.83YI, 
0.35% 
0.90% 
1.95% 
1.72% 
2.49'Yu 
2.53% 
2.95% 
3.87% 
3.87% 
3.705: 
4.31 7, 
3.65% 
3.36% 
1.95% 
1.68% 
2.62% 
1-77?, 
1.85% 
3.00% 
2.86'L 
3.31% 
3.03% 
3.44% 
2.88% 
2.90% 
2.41'X 
2.88% 
3.11% 
3.037, 
3.10% 
3.367, 
3.5196 
3.12% 
3.40% 
3.41LL 
3.68% 
3.90% 
4.117, 
3.93% 
3.57% 
2.52'26 
2.44% 
2.77% 

Year Qtr. 
m 

3 
4 

1996 1 
2 
3 
4 

1997 1 
2 
3 
4 

1998 2 
3 
4 

1999 1 
2 
4 

2000 1 
2 
3 
4 

2001 1 
2 
4 

2002 1 
2 
3 
4 

2003 1 
2 
3 
4 

2004 1 
2 
3 
4 

2005 1 
2 
3 
4 

2006 1 
2 
3 
4 

2007 1 
2 
3 
4 

2008 1 
2 
3 
4 

2009 1 
2 
3 
4 

211111 1 
2 
3 
4 

2011 1 
Average 

Allowed 
ROE 
11.0026 
11.07% 
11.56% 
11.45% 
10.88% 
11.25% 
11.32% 
11.317, 
11.70'2h 
12.00% 

(c) 11.01'L 
11.37% 
11.41'k 
1 l.6Y'k 
10.82'k 

(c) 10.82% 
10.33'& 
10.71'%> 
11.08% 
11.33% 
12.50% 
11.16% 

(c) 10.75% 
10.65% 
10.67% 
11.64'k 
11.50'L 
10.78% 
11.38'yo 
11.36'L 
10.61'X 
10.84% 
11.10% 
10.25'Yo 
10.37Yo 
10.6hu/o 
10.65% 
10.52% 
10.47%, 
10.40% 
10.63% 
10.507, 
10.457, 
10.14% 
10.44% 
10.12'26 
10.03'% 
10.27% 
10.38% 
10.17'Yo 
10.49% 
10.34% 
10.24'yo 
10.11% 
9.88'70 

10.27'Yu 
10.24% 
9.99% 
9.93% 

10.09% 

12.10% 

(b) 
Single-A 

Utility Bond 
Yield 

7.93U,> 
7.72% 
7.375: 
7.44% 
7.98% 
7.96% 
7.62% 
7.76% 
7.88X, 
7.49% 
7.25% 
7.17% 
6.99'26 
6.97% 
7.11% 
7.48% 
8.05% 
8.29%~ 
8.45% 
8.25% 
8.03% 
7.74% 
7.93'Y" 
7.68's 
7.651) 
7.50% 
7.19% 
7.15% 
6.93'L 
6.40% 
6.64% 
6.35%) 
6.09% 
6.48% 
6.13%, 
5.94% 
5.74% 
5.52'Y" 
5.51'Yo 
5.82'Yo 
5.85% 
6.37'Yo 
6.19% 
5.86% 
5.90% 
6.097, 
6.22% 
6.08% 
6.15% 
6.32% 
6.42% 
7.23% 
6.37% 
6.39% 
5.74% 
5.66% 
5.83% 
5.61'Yo 
5.0Y1Yo 
5.34(%, 
5m 
9.017: 

Risk 
Premium .. r ,  

3.35% 
4.19% 
4.011Y4 
2.90% 
3.29'Yo 
3.704, 
3.55% 
3.82% 
4.51% 
3.767, 
4.25'%> 
4.429, 
4.72'% 
3.71% 
3.34% 
2.287, 
2.42% 
2.63% 
3.08'Yu 
4.47IY" 
3.42'Yo 
2.87% 
2.97% 
3.02%) 
4.147, 
4.31 ?, 
3.63% 
4.455, 
4.96% 
3-97?, 
4-49?, 
5.01 7 ,  
3.771, 
4.247, 
4.72'Yo 
4.91'L 
5.00'Yo 
4.96% 
4.58% 
4.78% 
4.13% 
4.26'Yo 
4.28'10 
4.54% 
4.03% 
3.81% 
4.19% 
4.231: 
3.8596 
4.07% 
3.1 ICY" 
3.87% 
3.72% 
4.147, 
4.61% 
4.417, 
4.38'%> 
4.84'%> 
4.75% 
4.441k 
3.09% 

(a) Rcp~latory Research Associates, Tnc., Malur Ratc Case Decis~ons, (Apr. 5,2011, Jan 24,2002, Jan 18, 1995, and Jan. 16, 1990). 

(b) Mergcnt Public Utility Manual (2003); Merrent Bond Rccord (Sep. 2005); Moody's Credit Perswectives (Various Editions) 
(c) NO decisions reported for following quarter. 
(d) Moody's.com for December 2010. 



GAS UTILITY RISK PREMIUM 

REGRESSION RESULTS 

SUMMARY OUTPUT 

Regression Statistics 
Multiplr R 0.92798/2 

R Square 0.8611602 
Adjusted R Square 0.8599934 
Standard Error 0.0055005 
Observations 121 

Exhibit WEA-9 
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df S5 MS I- Significance F 
Rrgressrow 1 0.022332004 0 . 02231 738 103 7:- 

Res~dual 119 0.003600459 3.03605 
Total 120 0.025932463 

Loethcicnt! Standard trror t Stat 1'-value Lower 95% U~lncr YS% I.ower YS.O% Uouer Y5.U'it 




