COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF
KENTUCKY POWER COMPANY FOR (1) A
GENERAL ADJUSTMENT OF ITS RATES
FOR ELECTRIC SERVICE; (2) APPROVAL
OF TARIFFS AND RIDERS; (3) APPROVAL
OF ACCOUNTING PRACTICES TO
ESTABLISH REGULATORY ASSETS AND
LIABILITIES; (4) APPROVAL OF A
CERTIFICATE OF PUBLIC CONVENIENCE
AND NECESSITY; AND (5) ALL OTHER
REQUIRED APPROVALS AND RELIEF

CASE NO. 2020-00174
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POST-HEARING BRIEF OF WALMART INC.

Walmart Inc. ("Walmart"), by its attorneys, respectfully submits its Post-Hearing Brief to
the Kentucky Public Service Commission ("Commission") in the above matter and states as
follows:

INTRODUCTION

The realities of Kentucky Power Company's ("Kentucky Power" or "Company") service
territory create a conundrum for this Commission. While there is little dispute that the Company
has not earned its authorized return, one cannot get blood from a stone. The Company's Opening
Brief accurately describes the economic reality for its customers stating that "the economy of
southeastern Kentucky, the Company's customer base, and customers' electricity usage all continue
to decline."! Populations have declined in 19 of the 20 counties in the Company's service territory,?

the area has been decimated by the collapse of steel and coal production in the region,® and

! Kentucky Power Opening Brief ("Brief"), p. 1.
20d.,p.5.
3 1d., pp. 4-5.



unemployment exceeds both the state and national average.* The COVID-19 pandemic has only
exacerbated this condition.’ In light of these realities, it was not surprising that a theme running
through the hearing in this matter was the impact of the Company's requested rate increase on its
customers.

And yet, the reality for customers in the Company's service territory is that their rates will
increase as a result of this proceeding. Even if the Company is not awarded any rate increase,
because of the significant loss of customer load since its last rate case,® simply reallocating costs
among the Company's remaining customers will likely result in increased rates. The question is
whether any additional rate increase above and beyond that which will naturally occur by
reallocating costs is appropriate, and, if it is, how it should be structured. Walmart does not
disagree with the Company's statement that it must "be provided a realistic opportunity through
its rates to earn a fair return,"’ but Walmart believes the emphasis must be on what is realistic and
fair. That determination cannot be viewed solely from the perspective of the Company as it is the
Company's customers who provide the revenue upon which the Company's "fair return" is based.

FACTUAL AND PROCEDURAL BACKGROUND

Kentucky Power filed its Notice of Election to Use Electronic Filings procedures on May
29, 2020, and filed its Application on June 29, 2020. The Company seeks a rate increase of
$64,692,762.8 Embedded in the Company's requested rate increase is a proposed Return on Equity
("ROE") of 10.0 percent. Among other things, the Company requests a Certificate of Public

Convenience and Necessity ("CPCN") to deploy advanced metering infrastructure ("AMI") meters

‘Hd.,p.5.

Sid,p. 13.

1d,p. 5-6.

7 1d., p. 13 (emphasis added).
8 Brief, p. 1.



and also seeks approval of a Grid Modernization Rider ("GMR") in order to recover the costs of
AMI and future, unidentified grid modernization projects.

On July 2, 2020, Walmart filed its Motion to Intervene, which was granted by Commission
Order dated July 9, 2020. Walmart thereafter filed the Direct Testimony and Exhibits of Lisa V.
Perry, Senior Manager, Energy Services for Walmart on October 7, 2020. Ms. Perry's testimony
focused on the Company's proposal to deploy AMI meters and its request to recover the cost of
AMI and other grid modernization projects through the GMR. Subsequently, Ms. Perry testified
during the course of the hearing conducted in this matter on November 17-24, 2020.

ARGUMENT

I The Company Should Not Recover the Cost of AMI Meters Through the GMR

Walmart does not take a position on whether the Company has carried its burden for a
CPCN. It is the secondary issue -- the Company's proposal to recover the costs of AMI
deployment through the GMR -- that Walmart opposes. Should the Commission decide to award
the Company a CPCN for the deployment of AMI, the Commission should require Kentucky
Power to recover the costs of AMI deployment after it is used and useful through a subsequent
base rate proceeding. '°

The Company concedes that it could, but it has not chosen to, recover the costs of AMI
through a base rate proceeding.!! A base rate proceeding is the proper mechanism for recovering

the costs of AMI deployment for at least two reasons. First, riders are generally an appropriate

% See Brief, pp. 31-45.

1 This process would be consistent with the recent proposal of Kentucky Utilities Company and Louisville Gas &
Electric Company to deploy AMI in Kentucky. See Electronic Applications of Kentucky Utilities Company and
Louisville Gas & Electric for an Adjustment of its Electric and Gas Rates, A Certificate of Public Convenience and
Necessity to Deploy Advanced Metering Infrastructure, Approval of Certain Regulatory and Accounting Treatments,
and Establishment of a One-Year Surcredit, Case Nos. 2020-00349 and 2020-00350, Application, p. 14, § 27 (filed
Nov. 25, 2020).

" Hearing Transcript ("Tr."), p. 968, lines 5-12.



mechanism to recover costs that fluctuate frequently and occur over a short period of time such as
fuel costs.'? AMI is neither of these things. Instead, it is a distribution system upgrade that will be
deployed over a multi-year period.'? Investments of this nature are more appropriately considered
as part of a larger base rate proceeding.'*

Second, a base rate proceeding better balances the risk of the investment. In a base rate
proceeding, customers will have the costs of AMI balanced against any savings achieved by the
Company during the period under review.!> Using a rider as the Company proposes here places
the entirety of the risk of the project squarely on customers because they pay for the project as it
is being constructed and before it is truly used and useful. The Company claims that a separate
GMR true-up proceeding (as opposed to considering GMR costs as part of a base rate case) will
provide the "Commission more transparency and ability to review [the Company's] projects,"'¢ but
this is misleading. Unlike a base rate proceeding, recovering AMI costs through a rider mechanism
process removes the protection to ratepayers afforded by a base rate proceeding in which
reductions in other expenses of the Company or increases in revenues to the Company could offset
AMI costs calculated in a vacuum.

The fact that AMI will only be a cost for customers is a particular hardship in the
Company's service territory at this time. Walmart certainly appreciates the Company's admission

that it seeks the GMR to bolster its cash flow!? because the GMR will allow it to "add additional

12 See Direct Testimony of Brian K. West ("West Direct"), p. 9, lines 16-17.

Direct Testimony of Lisa V. Perry ("Perry Direct”), p. 15, line 11 to p. 16, line 18.

14 1d.; see also Direct Testimony of Alex E. Vaughan ("Vaughan Direct"), p. 4, lines 1-10 (noting that "[t]hrough base
rates, the Company recovers its operating expenses and a return on and of capital investments it had prudently made
to provide safe and reliable electric service to its customers").

15 Hearing Tr., p. 968, lines 13-18; see also Perry Direct, p. 16, lines 4-18.

16 Hearing Tr., p. 968, lines 18-21.

17 Brief, p. 48 (stating that the "Company needs an alternative means to obtain the cash flow necessary to modernize
its grid, and the GMR provides a mechanism that makes sense: it gives the Company access to cash flow and capital
that it otherwise would not have between rate cases.")



capital without reducing [the Company's] current spend" on other projects in order to increase its
revenue.'® In light of the Company's financial situation, Walmart understands why the Company
would propose such a recovery mechanism. Walmart also generally agrees that the Company needs
a realistic opportunity to earn a fair return; however, the Company's need for increased cash flow
must be balanced against the economics of the Company's service territory. On balance,
Kentuckians in the Company's service territory simply cannot bear the increased costs that would
flow from the Company's recovery of AMI costs through the GMR. If the Company wants AMI,
it should pursue it as it would most distribution upgrades: by seeking cost recovery once the AMI
meters are in service.

Two additional factors warrant denial of Kentucky Power's request for rider recovery of
AMI costs. If the Commission were willing to entertain rider recovery for AMI, it should have
confidence in the cost estimates presented by the Company. Based on the evidence presented by
the Company an appropriate level of confidence simply is not present. The Company has yet to
select a vendor, and it is basing its estimated costs on estimates received from two vendors, both
of whom are incentivized to downplay their ultimate costs because they want to be selected as the
project vendor.!® The risk that these costs were underestimated is particularly poignant when the
rider recovery mechanism would ensure that customers would be burdened with these additional
costs down the road. If already economically disadvantaged customers are to be asked to pay the
costs of AMI upfront, the Company should be providing the Commission with concrete and
dependable cost estimates. Because that has not occurred, the Commission should not grant rider
recovery of AMI costs.

Second, the Commission should also consider the Company's somewhat inconsistent

'8 Hearing Tr., p. 967, lines 7-12.
% Id, p. 1010, lines 3-22.



positions on the need for AMI. On the one hand, the Company describes itself as being in "dire
straits" with its meter program.?’ The Company confirmed that it is raising the issue of AMI
deployment in the context of its "obligation to provide safe and reliable service."?! On the other
hand, the Company describes AMI as "an additional reliability project” that "improves the grid."?
The Company further acknowledges that AMI is "compet[ing] internally with generation and
transmission projects."? Either it is a project that must be completed in order to provide safe and
reliable electric service or it is a grid improvement project that is being proposed to increase the
Company's earnings. If it is the former, the project must be undertaken as a function of the
Company's obligation to serve, irrespective of rider-based cost recovery. If it is the latter, the need
for the project must give way to the economic realities facing the Company's ratepayers. As the
party with the burden of proof,?* the Company cannot be said to have carried its burden of proof
on the need for AMI where it has offered conflicting and inconsistent testimony on its reasons for
proposing it.

IL The Commission Should Not Approve the GMR.

The Commission should deny Kentucky Power's request to create the GMR for AMI or
any future project. In the event the Commission grants the Company a CPCN for AMI deployment
and authorizes the Company to recover AMI costs through the GMR, it should not allow the
Company to use the GMR for any future unspecified projects.

According to the Company, the GMR "provides the Company and its customers with an

efficient and fair means [to] fund projects to modernize the distribution grid and to improve its

2 1d., p. 979, lines 8-10.

2 [d, p. 1027, lines 15-17.
2 Id,, p. 966, lines 2-14.

B 1d, p. 966, lines 15-19.
24 Brief, p. 18.



reliability and resiliency."? In reality, the GMR provides the Company with "cash flow and
capital"®® without requiring it to file a full base rate case with this Commission. The GMR is
particularly inappropriate here where the Company admits that aside from AMI, they are not
proposing any future projects at this time.?” In fact, the only thing the Company has done is
describe broad categories of projects that might be included for future recovery under the GMR.
They do not even set forth specific projects or a future timeline for proposing them. A desire for
increased cash flow is not an adequate reason to write the Company a blank check, especially in
light of the poor financial conditions facing the Company's ratepayers.

III. The Company's Requested ROE is Unreasonable.

Throughout these proceedings, the Company has characterized their request for a 10.0
percent ROE as somehow being a concession to its customers.?® A 30 basis point increase in the
Company's currently awarded ROE is only a "concession" if the Commission finds merit in
Company witness McKenzie's testimony regarding the Company's market cost of equity and his
claim that the Company should be entitled to a 10.3 percent ROE. For the reasons discussed below,

the Commission should give little weight to the Company's ROE analysis.

A. American Electric Power's Own Estimate of its Regulated Earnings Should be
Dispositive.

When deciding an appropriate ROE, the Commission should look no further than what
Kentucky Power's publicly traded parent, American Electric Power ("AEP"), reports to investors.

In a presentation given mere days before this hearing, AEP reported a "Forecasted Regulated ROE"

B d.,p.48.

26 Id

%7 Hearing Tr., p. 969, lines 15-23.

28 See Brief, p. 3, § 4 (claiming that "Company President Mattison adjusted [the ROE] downward from 10.3% to
further limit the impacts of this case™"); see also Direct Testimony of D. Brett Mattison ("Mattison Direct"), p. 13, lines
4-8 (describing the 10.0 ROE as a "third way to mitigate the rate increase in this case").



for 2021 of 9.0 percent.?’ With that forecast, the Company stated that it had "confidence in [a]
steady and predictable earnings growth [of] 5%-7%."3® There is no reason that Kentucky Power
should be awarded an ROE in excess of the forecasted ROE predicted by its parent where such an
ROE is sufficient to provide its parent with predictable earnings growth.

B. The Company's Own Data Shows that ROEs are Declining.

The Company's own data has shown that ROEs are trending downward, not upward. To
award the 10.0 percent ROE requested by Kentucky Power, the Commission must ignore a more
than 45-year trend of decreasing ROEs.?! Indeed, ROEs have not averaged at or above 10.0 percent
(let alone 10.3 percent) in more than seven years. There is nothing in the record to suggest that
Kentucky Power should buck the trend and be awarded an ROE that is so contrary to other ROEs
being awarded in recent years.

C. The Final Order in Appalachian Power's Company's 2020 Rate Case in
Virginia is Instructive as to the Company's Market Cost of Equity.

Mr. McKenzie also served as the ROE witness for Appalachian Power Company
("APCo"), a sister company to Kentucky Power, in its recent Virginia rate case.>? In fact, the Final
Order in the APCo Virginia Rate Case was issued on November 24, 2020, the final day of the
hearing in this case.*® In that proceeding, Mr. McKenzie calculated APCo's cost of equity to be

between 9.2 percent and 10.3 percent and proposed an ROE of 9.9 percent.>* Those figures are

;z Attorney General ("AG") Kentucky Industrial Utility Customers ("KIUC") Hearing Exhibit ("Ex.") 1, p. 28.

Id, pp.4,6.
31 Rebuttal Testimony of Adrien M. McKenzie ("McKenzie Rebuttal") at Ex. AMM-19,
32 Hearing Tr., p. 904, lines 5-12; see also Application of Appalachian Power Company For a 2020 triennial review
of its base rates, terms and conditions pursuant to § 56-385.1 of the Code of Virginia, Case No. PUR-2020-00015
("APCo Virginia Rate Case").
33 See id. Final Order (Order entered Nov. 24, 2020) ("APCo Virginia Rate Case Final Order") available at
https://scc.virginia.gov/docketsearch/DOCS/4qfj01!.PDF. The decision in that case was appealed by APCo; that
appeal remains pending as of the date of the filing.
¥1d,p.27.



similar to the recommendations Mr. McKenzie made in this case of 9.3 percent to 10.4 percent.*

The Virginia State Corporation Commission ("Virginia Commission") rejected Mr.
McKenzie's cost of equity range and instead found that APCo's market cost of equity was in the
range of 8.3 percent to 9.3 percent,>® a range which is similar to the ranges proposed by other
witnesses in this proceeding. The Virginia Commission ultimately approved an ROE of 9.2
percent, a reduction of 22 basis points from its previously authorized ROE of 9.42 percent.>’ An
ROE of 9.2 percent more closely aligns with the ROE recommendations of other witnesses in this
docket.

The timing of the APCo Virginia Rate Case decision, the commonality of ownership for
both APCo and Kentucky Power, and the fact Mr. McKenzie was the ROE witness in both cases
suggests that the market cost of equity proposed in this proceeding is similarly too high.

D. There is Some Concern as to the Validity of Mr. McKenzie's Data.

At the hearing, Company witness McKenzie was asked about some of his calculations
provided in support of his conclusions. One particular exhibit -- Rebuttal Exhibit AMM-13 --
purported to represent "state allowed ROEs."*® Mr. McKenzie alleged that the numbers set forth
in his Exhibit AMM-13 were "what Value Line is reporting to investors in their individual reports
for the various companies listed."3® In a post-hearing data request, Walmart requested copies of
the Value Line reports that Mr. McKenzie claimed reported these state allowed ROEs to investors.
Kentucky Power provided the requested documentation on December 9, 2020.%°

In reviewing those Value Line reports, they do not support the numbers provided in

35 Hearing Tr., p. 897, lines 18-21.

36 APCo Virginia Rate Case Final Order, p. 28.

1.

38 Hearing Tr., p. 906, lines 8-16.

¥ Id., p. 906, lines 17-23.

4 See Kentucky Power's Response to Walmart's Post-Hearing Data Request 001, attached hereto as Exhibit A.



McKenzie's Rebuttal Exhibit AMM-13. For example, Exhibit AMM-13 identifies the "allowed

ROE" for Duke Energy Corp. as being 10.1 percent; however, that number does not appear

anywhere on the associated Value Line sheet.*! What Value Line does report is the allowed ROEs

for each of the jurisdictions where an entity operates. For example, the Value Line sheet for Duke

Energy Corp. reports individual state allowed ROEs as follows: "in '18 in NC: 9.9%; in '19 in SC:

9.5%; in '20 in FL: 9.5%-11.5%; in '04 in IN: 10.5%."4> Mr. McKenzie appears to have averaged

these numbers to reach the 10.1 percent he reports to the Commission.** Thus, contrary to Mr.

McKenzie's claims at the hearing, the numbers set forth in Exhibit AMM-13 are not

"valid...because that's what Value Line reports to investors."* Nor could the numbers in Exhibit

AMM-13 "form the basis of an expectation with respect to allowed ROEs" from an investor's

standpoint.*>

The evidence before this Commission only leads to one conclusion: the Company should not
be awarded an ROE of 10.0 percent.

IV. If the Commission Awards a Revenue Requirement Less than Requested by the
Company, the Commission Could Allocate the Lesser Amount in Order to Reduce
Interclass Subsidies.

Walmart presented evidence showing that the Company's rates have embedded interclass
subsidies.*® As a general principle of utility ratemaking, Walmart believes that rates should reflect

the costs incurred to serve a given rate class.*” Where certain classes are subsidizing other classes,

Walmart supports steps to move each class closer to its respective cost of service.*® In this case, if

41 See Ex. A at Attachment 1, p. 9.

2 d atn. E.

43 By taking the average of the rates allowed in Florida of 10.5 percent (9.5 + 11.5 = 21/2 = 10.5), plus the other
identified ROEs 0f 9.9, 9.5, and 10.1, the average is 10.50 percent (10.5 + 9.9 + 9.5 + 10.5 = 40.4/4 = 10.1).

4 Hearing Tr., p. 908, lines 13-23.

4 Id., p. 908, lines 20-23.

4 Perry Direct, p. 10, Table 1.

71d.,p. 9, lines 8-10.

®Id, p. 9, lines 10-14.
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the Commission awards Kentucky Power a revenue requirement less than it requested in its
Application, the Commission could choose to move rate classes closer to their cost of service by
apportioning a portion of the reduced revenue requirement to only those subsidizing rate classes.*’
While the Commission is in no way required to take such step, Walmart offers this proposal as a

mechanism to reduce interclass subsidies and move all rate classes closer to their cost of service.

“d,p. 11, lines 11-21.

11



CONCLUSION

Walmart Inc. respectfully requests that the Commission deny Kentucky Power's Company
request for approval of the Grid Modernization Rider, including its request to recover the costs of
deploying Advanced Metering Infrastructure through the Grid Modernization Rider. Walmart also
requests that the Commission disregard the Company's evidence as to its market cost of equity and
instead award a Return on Equity consistent with the recommendations of other intervenors in this
docket, the Virginia State Corporation Commission's decision on the APCo Virginia Rate Case,
and national trends.

Respectfully submitted,

SPILM/?? AS & BATTLE, PLLC
// /’7(’
By

Don C. A. Parker (Kentucky 1.D. No. 94113)
300 Kanawha Blvd, East

Charleston, WV 25301

Phone: (304) 340-3800

Fax: (304) 340-3801

E-mail: dparker@spilmanlaw.com

Carrie H. Grundmann (admitted pro hac vice)
110 Oakwood Drive, Suite 500
Winston-Salem, NC 27103

Phone: (336) 631-1051

Fax: (336) 725-4476

Email: cgrundmann{@spilmanlaw.com

Counsel to Walmart Inc.

Dated: December 14, 2020
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Exhibit A

Kentucky Power Company
KPSC Case No. 2020-00174
Walmart Post-Hearing Data Requests
Dated November 30, 2020

DATA REQUEST

Walmart_PH_001 Please provide the Value Line Investment Surveys identified as the
supporting material for Ex. AMM-13 of the Rebuttal Testimony of Adrien
McKenzie,

RESPONSE

Please see KPCO_R_Walmart_PH_1_ Attachmentl for the requested information.

Witness: Adrien M. McKenzie



Exhibit A

KPSC Case No. 2020-00174
Walmart’s Post Hearing Data Requests
Dated: November 30, 2020

Item No. #001

Attachment 1
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: control efforts. In terms of rate relief, the reducing carbon emissions by 50% and
eﬁgla-r M23;1RT§EI|;Y3T)EVSE§35%($gglt.:).m ;:a"r TIowa Utilities Board approved tariff in- water supply by 75% from 2005 levels.
2017 | 8539 7653 9069 8561 | 33822 creases worth $139 million earlier this ’ljhe Wes.t Rlver§1de Energy Center is
2018 | 9163 8161 9286 8735 | 35345 vear for Interstate Power and Light. Wis- finally in service. The 730-megawatt
2019 | 9872 7902 9902 8801 | 36477 consin Power and Light has submitted a combined-cycle natural gas-generating sta-
2020 | 9157 7631 1000 996.2 | 3675 | revised plan that would allow it to use tax tion cost $660 million and took three years
2021 (1000 880 1040 930 | 3850 | and fuel savings in lieu of rate hikes to to build. The plant can produce enough
Cal- EARNINGS PER SHARE A Funl | Cover expenses associated with two major power for more than 550,000 homes. The
endar | Mar31 Jun.30 Sep30 Deci| Year | €Mergy investments. If granted, the utility next step for the project includes con-
2017 m 7 7 a1 199 would delay all pending rate cases until structing an integrated solar facility ad-
2018 5 3 ‘57 ‘57| 219| mid-2021. A decision by the Public Service jacent to the natural gas station. Con-
2019 53 40 % 26 | 233| Commission of Wisconsin is expected soon. struction is expected to break ground soon.
2020 7 54 .85 .34 | 245/ Alliant continues to invest heavily in This stock is now ranked 3 (Average)
2021 60 .50 100 45| 255 renewables. In Wisconsin, the company for year-ahead price performance,
Cal- | QUARTERLY DIVIDENDS PAD Bt | Fun announced plans to acquire and advance having slipped a notch on our Timeli-
endar |Mar31 Jun30 Sep.30 Dec3i| Year 675 megawatts (mw) of solar energy in mness scale since June. Like many utility
2016 | 295 295 295 295 | 118 mostly rural areas across six counties. The issues, the recent quotation is well within
2017 | 315 315 315 315 | 10| Projects are the next step in the utility’s our 2023-2025 Target Price Range, result-
2018 | 335 335 335 335 | {34| Clean Energy Blueprint, which calls for ing in lackluster 3- to 5-year appeal. The
2019 | 355 955 355 355 | 142 | the elimination and replacement of all dividend yield is also subpar for a utility.
2020 | 38 38 38 coal-generating capacity by 2040. Alliant Daniel Henigson, CFA September 11, 2020
(A) Diluted EPS. Excl. nonrecur. gains (losses): | reinvest. plan avail. + Shareholder invest. plan | in IA in "19: 10.0%; in Wl in '19 Regul. Clim.: | Company’s Financial Strength A
10, (8¢); '11, (1¢); 12, (8¢). Next eamings rpt. | avail. (C) Incl. deferred chgs. In "19: $72.0 mill,, [ WI, Above Avg.; IA, Avg. Stock’s Price Stability 95
due early November. (B) Dividends historically | $0.29/sh. (D) In millions, adjusted for split. (E) Price Growth Persistence 95
paid in mid-Feb., May, Aug., and Nov. = Divd | Rate base: Orig. cost. Rates alld on com. eq. Earnings Predictability 90
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ANNUAL RATES  Past

Past Est'd '17-'19

earnings estimates for Ameren by a
nickel a share each year. Second-

RECENT PE Trailing: 23.1'} | RELATIVE DIVD VALUE
AMEREN NYSE-AEE PRICE 79-11 RATIO 22-2 (Mediar?: 17.0) PIE RATIO 1 04 YLD 2.6% LINE
TMELINESS 2 rassiorizo | [V 332 555| 84| 30| 352| av5| 41s| 514 19| 6a1| 587 T o Ronge
SAFETY 2 Raised62014 | LEGENDS _
—— 0.64 x Dividends p sh
TECHNICAL 2 Lovered 61920 uided by Intres! Rele Fa— 160
BETA .80 (1.00 = Market) Opions yauve Price Strenglh o 120
— haded area indicates recession n 100
18-Month Target Price Range —— uI T R 80
Low-High  Midpoint (% to Mid) L] S i 80
$61-123  $92 (15%) N~ | 20
2023-25 PROJECTIONS I R 30
n’l Total
. Price  Gain Return et S 20
o & ‘523‘1 3% SR S, S A it 15
80 __(525%) -5% %TOT. RETURN 8120 |~
Institutional Decisions THIS VL ARITH
STOCK INDEX
W B R Bl g, B
o Sel m N i ' m L mimn 1y i . | . f [
Hisow 186367 187835 196579 | 20! 10 \HHHHH\HH\H\HHHHHHHH\H\HHHHHHHHHHHHH\HHHHH\HH\H\HHHHHH\HHMHHHHH\ Syr 1292 456
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 [2012 [2013 [2014 [2015 [2016 [2017 [2018 2019 | 2020 2021 | ©VALUE LINE PUB.LLC|23-25
2643 | 3312| 3330| 3623| 3692 | 2987 31.77 | 31.04 | 28.14 | 24.06 24.95 2513 | 2504 | 2546 | 2573 | 24.00 | 2285 23.65 |Revenues per sh 2550
557| 610| 602 676 644 606 633| 587| 587 | 525 | 577 | 608| 659 | 680 | 764| 7.83| 820 875 |“Cash Flow” persh 10.75
282 313| 266| 298| 283| 278| 277 | 247| 241 210 | 240 | 238 | 268 | 277 | 332| 335| 350  3.70 |Earnings persh A 4.50
2.54 254 254 2.54 254 1.54 1.54 1.56 1.60 1.60 161 1.66 1.72 1.78 1.85 1.92 201 2.11 | Div'd Decl'd per sh Bm 245
413 463 499 69| 975| 751 466| 450 549 587 766 812 878 | 905 956 992[ 1585 11.65 |Cap'l Spending per sh 11.00
2971 31.09| 31.86| 3241| 3280 | 3308 3245 | 3264 | 27.27 | 2697 | 2767 | 2863 | 2927 | 29.61 | 31.21 | 3273 | 3575 37.75 |Book Value per sh © 44.50
195.20 | 204.70 | 206.60 | 208.30 [ 212.30 | 237.40 | 240.40 | 242.60 | 242.63 | 242.63 | 242.63 | 242.63 | 242.63 | 242.63 | 244.50 | 246.20 | 254.00 258.00 [Common Shs Outst'g P | 270.00
16.3 16.7 194 174 142 9.3 9.7 1.9 134 16.5 16.7 175 18.3 20.6 18.3 22.1 | Bold figures are |Avg Ann’l PIE Ratio 16.0
86 89| 105 92 85 62 62 75 85 93 88 88 9 | 1.04 99| 1.18| Valueline |Relative P/E Ratio .90
55% | 4.9%| 4.9%| 4.9% | 62% | 60% | 58% | 53% | 50% | 46% | 40% | 40% | 35% | 31% | 30% | 26% | U™ |Ayg AnmI Divid Yield 3.4%
CAPITAL STRUCTURE as of 6/30/20 7638.0 | 7531.0 | 6828.0 | 5838.0 | 6053.0 | 6098.0 | 6076.0 | 6177.0 | 6291.0 | 5910.0 | 5800 6100 |Revenues ($mill) 6900
Total Debt $10648 mill. Due in 5 Yrs $2165 mill. 669.0 | 6020 | 589.0 | 5180 | 5930 | 585.0 | 650.0 | 683.0 | 821.0 | 8340 875 960 |Net Profit ($mill) 1225
:i[l'[i’riztrgloz;;:\éwé 5x:'T Interest $456 mill 36.8% | 37.3% | 369% | 37.5% | 38.9% | 38.3% | 36.7% | 382% | 22.4% | 17.9% | 155% 12.5% |Income Tax Rate 125%
Leases, Uncapitalized Annual rentals $8 mil. 78% | 56% | 61% | 71% | 57% | 51% | 4.1% | 56% | 69% | 58% | 6.0% 5.0% |AFUDC % to Net Profit 4.0%
Pension Assets-12/19 $4564 mill. 48.2% | 45.3% | 49.5% | 45.2% | 47.2% | 49.3% | 47.7% | 49.2% | 50.3% | 52.1% | 54.0% 52.0% |Long-Term DebtRatio | 50.0%
Oblig $4967 mill. | 50.9% | 53.7% | 49.4% | 53.7% | 51.7% | 49.7% |51.3% | 49.8% | 48.8% | 47.1% | 45.5% 47.0% |Common Equity Ratio | 49.0%
Pfd Stock §142 mill. _ Pfd Div'd $6 mill 15185 | 14738 | 13384 | 12190 | 12975 | 13968 | 13840 | 14420 | 15632 | 17116 | 20000 20675 |Total Capital ($Smill) 24500
ggzé?\f;h-rzg-ei"m“’ﬁ%gﬂgg_’gi%"/sﬁ]a_’)éfgggs 17853 | 18127 | 16096 | 16205 | 17424 | 18799 | 20113 | 21466 | 22810 | 24376 | 27200 28900 |Net Plant ($mill) 33300
sh. 4.00% t0 6.625%, $100 par. redeer. $100- 60% | 56% | 60% | 56% | 58% | 53% | 60% | 60% | 64% | 60%| 55% 6.0% [RetumonTotalCapl | 6.0%
$104/sh. 85% | 75% | 87% | 7.7% | 87% | 83% | 9.1% | 9.3% | 10.6% | 10.2% | 9.5%  9.5% |Returnon Shr.Equity | 10.0%
Common Stock 247,079,529 shs. as of 7/31/20 86% | 75% | 88% | 7.8% | 87% | 83% | 92% | 94% | 10.7% | 10.3% | 9.5% 10.0% |Return on Com Equity & | 10.0%
MARKET CAP: $20 billion (Large Cap) 38% | 28% | 30% | 1.9% | 29% | 25% | 33% | 34% | 48% | 44% | 4.0% 4.0% |Retainedto Com Eq 4.5%
ELECTRIC OPERATING STATISTICS 56% | 63% | 66% | 76% | 67% | 70% | 64% | 64% | 56% | 57% | 57%  57% |All Div'ds to Net Prof 54%
94 Chan eReIaHSa\es(KWH) 2031:{ %}?g 20313 BUSINESS: Ameren Ccr_poralicn _is a holding company Iormgd Generating sources: coal, 63%; nuclear, 23%; hydro & other, 6%;
Avg nug A NA NA | through the merger of Union Electric and CIPSCO. Has 1.2 million purchased, 8%. Fuel costs: 24% of revenues. '19 reported deprec.
Avg. Indust, Revs er He) NA NA NA | electric and 127,000 gas customers in Missouri; 1.2 million electric  rates: 3%-4%. Has 9,300 employees. Chairman, President & CEO:
gggﬁ‘gyazl gﬁ?nkn[\er ‘\Aw) Nﬁ Nﬁ Nﬁ and 813,000 gas customers in lllinois. Di nonreg Warner L. Baxter. Inc.: Missouri. Address: One Ameren Plaza, 1901
AnnualLoad Facor (4 A NA NA power-generation operation in '13. Electric revenue breakdown: Chouteau Ave., P.O. Box 66149, St. Louis, Missouri 63166-6149.
v,ﬂcmgecmmerszy,.end) NA NA NA | residential, 43%; commercial, 32%; industrial, 8%; other, 17%. Tel.: 314-621-3222. Internet: www.ameren.com.
Fied ChargeCor. %) 350 313 307 | We have boosted our 2020 and 2021 in February. This is one source of the prof-

it growth that is likely in 2021.
Ameren is building a wind project.

ggwgsépsersh) 0% SY.?"@ ° 2353/05 quarter earnings were better than our es- The utility is spending $1.2 billion to add
‘éCas_h Flow” 11?;? gg‘:{; g%‘é timate of $0.80 a share because Ameren 700 megawatts of capacity. Most of this
szlgr?dss 20% 30% 50% | was able to cut expenses more than we ex- will be in service by yearend, but about
Book Value 5% 25% 60% | pected in order to offset the effects of the $100 million of this spending is expected

: slump in kilowatt-hour sales resulting to slip into 2021. This will not affect the
eﬁg'a'r M;%RTEE'I;‘.IS%EVSELISS%(S B‘gt)_m 5:;', from the weak economy. Our revised 2020 production tax credits associated with the

2017 | 1514 1538 1723 1402 |6177.0 share-net estimate is at the midpoint of project, however._ X X .

2018 | 1585 1563 1724 1419 | 62910 Ameren’s targeted range of $3.40-$3.60. We expect a dividend increase in the

2019 | 1556 1379 1659 1316 |50100] Our 2021 estimate would produce profit fourth quarter. This is the usual timing.

2020 | 1440 1398 1650 1312 | 5800 | srowth of 6%, within the company’s tar- We estimate an increase of $0.025 a share

2021 | 1600 1450 1700 1350 | 6100 | geted range of 6%-8% annually. (5.1%) in the quarterly disbursement, but

Cak EARNINGS PER SHARE A Full A gas rate case is pending in Illinois. wouldn’t be surprised by a larger hike,
endar |Mar31 Jun30 Sep.30 Dec31| Year The utility is seeking a base rate increase given that the payout ratio is near the

2017 M 79 118 9| 277 of $96 million (including $46 million that lower end of Am?rel}’s target of 55%-70%.

2018 ‘62 97 145 28 | 332| would otherwise be recovered through Ameren stock is timely, but has a high

2019 | 78 72 147 38 | 335| riders in 2021), based on a 10.5% return valuation. The stock price has risen 3%

2020 59 98 153 .40 | 350| on equity and a 54.1% common-equity in what has been a bad year for most utili-

2021 65 .85 170 .45 | 3.70| ratio. The staff of the Illinois Commerce ty issues, as the market likes the compa-

) Ba Commission is recommending a hike of ny’s status as a fully regulated utility. The
eﬁf}'a, nggr Tﬁtlﬁg(l]Vlleinl?goPAlgecm VF:a", $67 million, based on a 9.32% ROE and a dividend yield is a percentage point below
2016 | 425 425 495 44 | 172 50.43% common-equity ratio. Various in- the utility mean. Total return potential for

2017 | 44 44 44 4575 | 178 | tervenors are proposing an increase of $66 the 18-month span is only about average.

2018 | 4575 4575 4575 475 | 1g5| million, based on a 9.2% ROE and a 50% The recent quotation is near the upper end

2019 | 475 475 475 495 192 | common-equity ratio. A ruling is required of our 3- to 5-year Target Price Range.

2020 | 495 495 495 by January, with new tariffs taking effect Paul E. Debbas, CFA  September 11, 2020
(A) Dil. EPS. Excl. nonrec. gain (losses): ‘05, [ Next egs. report due early Aug. (B) Div'ds pd. | all'd on com. eq. in MO in "20: elec., none; in Company’s Financial Strength A
(11¢); 110, ($2.19); 11, (32¢); '12, ($6.42); '17, | late Mar., June, Sept., & Dec. = Div'd reinv. '11: gas, none; in IL in '14: elec., 87% in’18: | Stock’s Price Stability 95
(63¢); gain (loss) from disc. ops.: '13, (92¢); plan avail. (C) Incl. intang. In *19: $5.70/sh. gas, 9.87%; earned on avg. com. eq., '19: Price Growth Persistence 80
"15, 21¢. 17 EPS don't sum due to rounding. | (D) In mill. (E) Rate base: Orig. cost depr. Rate | 10.5%. Reg. Climate: MO, Avg.; IL, Below Avg. | Earnings Predictability 90
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RECENT PE Trailing: 19.5') | RELATIVE DIVD o/ 2\ 3
AMER'CAN ELECI PWRI NYSE-AEP | PRICE 78.83 RATIO 17.9(Median: 15.0) PIE RATIO 0.84 YLD 3.8/0 LINE
mness 3w | ] 5] 5] ST 53 58] B3] 5] 53] | B |0 Tagt e oo
SAFETY 1 Raised3t77 | LEGENDS
—— 0.67 x Dividends p sh ,
TECHNICAL 3 Lowered6/1220 divded by mers! Rate 160
- - Relative Price Strength S 120
BETA 75 (1.00= Marke) Ogggggd ;Sea indicates recession A2 AR N PYVPPY PP 100
18-Month Target Price Range FSVECCESCE Ll TP AN PSSP PR 80
i idboint (% to Mi I M I 50
Low-High  Midpoint (% to Mid) m—10 LS W £0
$66-$136  $101 (30%) [ i 2
202325 PROJECTIONS |4 30
Ann’l Total
) Price  Gain Return P eucsl o 20
S Ry : "
22 _leankl Dk %TOT. RETURN 8/20 |
Institutional Decisions | THIS VL ARITH
4019 102020 20202 STOCK  INDEX
:nguﬁ 01512?5‘99) Qg§§ ag%é gﬁa’f:;“ fg LI HMHH\ M\ ! il 1 Ll | ITRTIRTAN! Ll w; '1;2 1% -
0 5el N1 N M PRSI T . i Ly . 6 [
Hadson 370323 _a70792 aes07 | "4 & e Sy 713 458
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 [2012 [2013 [2014 [2015 [2016 [2017 [2018 2019 | 2020 2021 | ©VALUE LINE PUB.LLC|23-25
3551 | 30.76 | 31.82| 33.41| 3556 | 28.22| 30.01| 3127 | 30.77 | 3148 | 3478 | 3351 | 3331 | 31.35 | 32.84 | 3149 | 30.20  30.30 |Revenues per sh 31.50
589| 596| 667| 68| 684| 632 629| 68| 692 | 702| 757 | 798| 847 | 795 877 | 935| 9.75 10.20 |“Cash Flow” per sh 11.50
2,61 264| 286 28| 299| 297 260 313| 298| 318| 334| 359 | 423 | 362 390 408| 425  4.65|Earnings persh A 5.50
1.40 1.42 1.50 1.58 1.64 1.64 1.7 1.85 1.88 1.95 2.03 215 227 2.39 253 271 2.84 3.00 | Div'd Decl’d per shBw 3.55
428 6.11 889 888 983 619 507 574 645| 775| 868 | 937 | 998 | 1179 | 1289 | 1243 | 1240 16.45 |Cap’l Spending per sh 12.00
2132 | 23.08| 2373 | 2517 | 2633 | 2749| 28.33 | 3033 | 31.37 | 3298 | 34.37 | 3644 | 3538 | 37.17 | 3858 | 39.73 | 41.40 44.45 |Book Value per sh © 53.00
395.86 | 393.72 | 396.67 | 400.43 | 406.07 | 478.05 | 480.81 | 483.42 | 485.67 | 487.78 | 489.40 | 491.05 | 491.71 | 492.01 | 493.25 | 494.17 | 497.00 515.00 |Common Shs Outst'g P | 555.00
124 137 129 16.3 131 10.0 134 1.9 138 145 15.9 15.8 152 19.3 18.0 21.4 | Bold figures are |Avg Ann’l P/E Ratio 175
.66 73 .70 87 .79 67 85 .75 .88 81 84 80 .80 97 97 1.14 Valua Line Relative P/E Ratio 95
43% | 39%| 41% | 34%| 42% | 55% | 49% | 50% | 46% | 42% | 38% | 38% | 35% | 34% | 36% | 31%| ™ |ayg Anml Divd Yield 3.7%
CAPITAL STRUCTURE as of 6/30/20 14427 | 15116 | 14945 | 15357 | 17020 | 16453 | 16380 | 15425 | 16196 | 15561 | 15000 15600 |Revenues ($mill) 17500
Total Debt $31852 mill. Due in 5 Yrs $11290 mill. | 12480 | 1513.0 | 1443.0 | 1549.0 | 1634.0 | 1763.4 | 20736 | 1783.2 | 1923.8 | 2019.0 | 2120 2330 Net Profit ($mill) 3035
chngls;:ésﬁﬁsgerg'u“ﬁnzem?x‘;sreﬁcf1§;§7T::Ii||i 348% | B17% | 33.9% | 362% | 37.8% | 35.1% | 268% | 337% | 58% | 7% | 20%  20% Income Tax Rate 20%
capitalized leases. Sne | 104% | 106% | 112% | 7.3% | 9.0% | 11.0% | 80% | 80% | 10.7% | 12.7% | 130% 130% |AFUDC %toNetProfit | 9.0%
(LT interest earned: 2.5x) 53.1% | 50.7% | 50.6% | 51.1% | 49.0% | 49.8% | 50.0% |51.5% | 53.2% | 56.1% | 56.0% 54.0% |Long-Term Debt Ratio 52.0%
Leases, Uncapitalized Annual rentals $269.9 mill. | 46.7% | 49.3% | 49.4% | 48.9% | 51.0% | 50.2% | 50.0% | 48.5% | 46.8% | 43.9% | 44.0% 46.0% |Common Equity Ratio 48.0%
Pension Assets-12/19 $5015.4 mill. | 29184 | 29747 | 30823 | 32913 | 33001 | 35633 | 34775 | 37707 | 40677 | 44759 | 46975 50050 |Total Capital (Smill) 61200
Pid Stock None Oblig $5236.8 mill | 35674 | 35971 | 36763 | 40997 | 44117 | 46133 | 45639 | 50262 | 55099 | 60138 | 63575 69125 |Net Plant (Smill) 79500
57% | 66% | 61% | 6.0% | 63% | 6.1% | 7.2% | 59% 59% | 56% | 55%  5.5% |Return on Total Cap’l 6.0%
Common Stock 496,155,436 shs. 9.1% | 10.3% | 95% | 9.6% | 97% | 9.9% | 11.9% | 9.8% | 10.1% | 10.3% | 10.5% 10.0% |Return on Shr. Equity 10.5%
as of 8/6/20 9.1% | 10.3% | 95% | 96% [ 97% | 99% |11.9% | 9.8% | 10.1% | 10.3% | 10.5% 10.0% |Return on Com Equity & | 10.5%
MARKET CAP: $39 billion (Large Cap) 31% | 42% | 35% | 3.7% | 38% | 39% | 55% | 32% | 35% | 34% | 35% 3.5% |Retainedto Com Eq 3.5%
ELECTRIC OPERATING STATISTICS 66% | 60% | 63% | 62% | 61% | 60% | 54% | 67% 65% | 67% | 69%  68% |All Div'ds to Net Prof 67%
% Change Reta Sles (KWH) 2_11.;3’ %}3318 0212 BUSINESS: American Electric Power Company Inc. (AEP), through  Pipeline '05; commercial barge operation in '15. Generating
Avg. \nugua‘Use MWH| A NA NA | 10 operating utilities, serves 5.5 million customers in Arkansas, sources not available. Fuel costs: 33% of revenues. '19 reported
Avg. Indust. Revs. per KWH (¢) NA NA NA | Kentucky, Indiana, Louisiana, Michigan, Ohio, Oklahoma, Tennes-  depreciation rates (utility): 1.8%-9.5%. Has 17,400 employees.
gggﬁ‘gyazl mk[ ) Nﬁ Nﬁ Nﬁ see, Texas, Virginia, & West Virginia. Has a transmission subsidi- Chairman, President & CEO: Nicholas K. Akins. Incorporated: New
AnnualLoad Facor (4 NA NA NA | anv- Electric revenue breakdown: residential, 42%; commercial, York. Address: 1 Riverside Plaza, Columbus, Ohio 43215-2373.
v,ﬂcmgecmmerszy,.end) NA NA +.3 | 24%; industrial, 19%; wholesale, 11%; other, 4%. Sold Houston Telephone: 614-716-1000. Internet: www.aep.com.
Fied ChargeCor. %) 354 o254 o34 | American Electric Power will build will get some benefit from the wind project
ANNUAL RATES _Past Past_Estd'17-19 the wind project it proposed. The com- next year. The growth we estimate for
ofchange (persh) . 10Vrs.  5¥rs. to'28725 | pany will spend $2 billion to add 1,485 next year is above the company’s annual
Revenues .- 5% Nil | megawatts of capacity to serve Oklahoma, goal of 5%-7% due to the unusual expenses
Ecairi:llpm Flow” %gf,f jg‘:{; g%’ Louisiana, and Arkansas. (The Texas com- AEP booked in 2020.
Do 45% 55% 559 | mission rejected the proposal, but the ca- Rate cases are pending in three
Book Value 40% 30% 55% | pacity that would have served the state states. In Ohio, AEP is seeking $41 mil-
: will be used to serve customers in Louisi- lion, based on a 10.15% return on equity.
eﬁg'a'r M;%”EE,';S%EVSESSE%“B‘gt)_m 5:;', ana and Arkansas.) The project will come The utility awaits a procedural schedule.
2017 | 2033 3576 4104 3810 |15424 | O line in three phases, one in the first In Kentucky, the company filed for $65
2018 | 4048 4013 4333 3801 |16195 | quarter of 2021, the other two in late 2021. million, based on a 10% ROE. New rates
2019 | 4056 3573 4315 3616 |15561 | AEP plans to finance this conservatively, are expected to take effect in January. A
2020 | 3748 3494 4258 3500 |15000 | with $1.3 Dbillion of common stock and decision should come by yearend. In Vir-
2021 | 4100 3600 4300 3600 |15600 | $700 million of long-term debt. We think ginia, the utility requested $65 million,
Cak EARNINGS PER SHARE A Full the project will boost the company’s an- based on a 9.9% ROE. New tariffs are ex-
endar |Mar31 Jun30 Sep.30 Dec31| Year nual earning power by $0.25 a share, be- pecte.d'to go into effect in the. first quarter.
2017 % RERE] 81 | 36| ginning in 2022. X X A dividend increase is likely in the
2018 9 107 117 74 | 390| Our 2020 earnings estimate is at the fourth quarter. We estimate a boost of
2019 | 116 93 148 51 | 408| low end of the company’s targeted $0.04 a share (5.7%) in the quarterly dis-
202 | 100 105 145 .75 | 4.25| range of $4.25-$4.45 a share. We include bursement. AEP’s goals are 5%-7% yearly
2021 | 1.15 110 160 .80 | 4.65| some expenses, such as an upcoming dividend growth and a payout ratio in a
) Ba charge for an early retirement program, range of 60%-70%.
eﬁf}'a, nggr Tﬁtlﬁg(l]Vlleinl?goPAlgecm VF:a", that AEP excludes from its guidance. The dividend yield of this top-quality
2016 | 56 56 56 59 207 Aside from this, the company is benefiting stock is about average, by utility stan-
2017 | 59 59 59 ‘2 539 | from rate relief and increased transmis- dards. Total return potential is above
2018 | &2 2 ‘0 ‘67 253 | sion spending. average for the next 18 months, but just
2019 | 67 67 67 70 271 | We raised our 2021 profit estimate by modest for the 3- to 5-year period.
2020 | .70 70 70 $0.10 a share, to $4.65. We figure AEP Paul E. Debbas, CFA  September 11, 2020

(A) Diluted EPS. Excl. nonrec. gains (losses):
'04, 24¢; '05, (62¢); '06, (20¢); 07, (20¢); '08,
40¢; 10, (7¢); "1, 89¢; 12, (38¢); 13, (1

'16, ($2.99); 17, 26¢; 19, (20¢); disc. ops.: '04,

15¢; '05, 7¢; '06, 2¢; '08, 3¢; '15, 58¢; 16,
(1¢). Next earnings report due early Nov. |various. Rates allowed on com. eq.. 9.3%-
); | (B) Divds paid early Mar., June, Sept., & Dec.
= Div'd reinvestment plan avail. (C) Incl. intang. | Regulatory Climate: Average.

© 2020 Value Line, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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In "19: $13.39/sh. (D) In mill. (E) Rate base:

10.9%; earned on avg. com. eq., '19: 10.4%.

Company’s Financial Strength
Stock’s Price Stability 100
Price Growth Persistence
Earnings Predictability
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Has a nonregulated generating subsidiary focused on wind power,
with 7.2 gigawatts of capacity. Revenue breakdown by customer

RECENT PE Trailing: 21.7Y |RELATIVE DIVD
AVANGRID, INC. nvse.sce B 48,99 [ 24.6 (el Same 1050 36% A |
meess Somuemy [ [ || IR EAEAEAEA RS Tgs o e
SAFETY 2 Rased2t7t7 | LEG 120
cee Helallve Price Strength
TECHNICAL 5 Loveedgtano | Ogions Yes 100
aded area indicates recession 0
BETA .80 (1.00 = Market) =71 1 T 64
18-Month Target Price Range . ST WL Iy e e e T 48
Low-High  Midpoint (% to Mid) g [ R O T 9
$35:678  $57 (15%) 2
2023-25 PROJECTIONS 20
'l Total 16
Price  Gain Return o, verts] on e | 12
o 2 Y R N T
on__ 35 _(:30%) -3% %TOT. RETURN 7/20 | 8
Institutional Decisions THIS  VLARITH*
STOCK INDEX
why 15 oz 1z | Doment 2 ‘ ty 21 7
toSell 111 101 136 | traded 3 I, | | 3yr. 218 99 [
HIds(000) 45630 46257 45979 11 MIm i mi i Sy — 817
AVANGRID, Inc. was formed through a[2010 [2011 [2012 [2013 [2014 [2015 2016 [2017 2018 [2019 [2020 | 2021 | ©VALUE LINE PUB. LLC|23-25
merger between Iberdrola USA, Inc. and 1414 | 1948 | 1930 2096 | 2051 | 20.40| 21.05 |Revenues per sh 23.25
UIL Holdings Corporation in December of 344 | 474| 449  489| 550 530| 570 “Cash Flow” persh 650
2015. Iberdrola S.A., a worldwide leader in 105 | 198 | 167 192| 226| 195| 220 |Earnings persh A 2.50
the energy industry, owns 81.5% of - 173 | 178 174| 176 176 176 |DivdDecldpershB = | 1.0
AVANGRID. The predecessor company was 350 | 552 | 782 578 887 10.05| 10.35 |Cap'l Spending per sh 9.75
founded in 1852 and is headquartered in 48.74 | 4890 | 4879 4888 | 49.31 | 49.50| 49.95 |Book Value per sh € 51.75
New Gloucester, Maine. It was incorportated 308.86 | 308.99 [ 309.01 309.01 | 309.01 | 309.00 | 309.00 |Common Shs Outstg® | 309.00
in 1997 in New York under the name NGE 335 | 205 | 273 261 | 221 Bold fighres are |Avg Ann'l PIE Ratio 175
Resources, Inc. AVANGRID began trading 169 | 108 | 137  141| 1.19| ValuelLine |Relative P/E Ratio 95
on the NYSE on December 17, 2015. 43% | 38%  35%| 35%| A ayg Ann'l Divd Yield 4.1%
CAPITAL STRUCTURE as of 6/30/20 4594.0 | 4367.0 | 6018.0 5963.0 6478.0 | 6338.0 | 6300 | 6500 |Revenues (Smill) 7150
Total Debt $8310 mill. Due in 5 Yrs $4323 mill 4240 | 2670 | 611.0 | 5160 5950 | 700.0 | 600 | 680 |Net Profit (Smill 785
:;wglngg;%:Isgam;t‘glizedl\-ga?et:res‘ s2s0 mil 39.9% | 11.3% | 37.4% | 324% 22.1% | 17.5% | 2.0% | 7.0% (Income Tax Rate 7.0%
(LT interest éarnped:3.5x) ' 68% | 12.7% | 75% | 124%  9.4% | 14.4% | 17.0% | 15.0% |AFUDC % to Net Profit | 13.0%
Leases, Uncapitalized Annual rentals $14 mill 16.8% | 23.1% | 23.0% | 256% 26.2% | 30.6% | 34.0% | 36.5% |Long-Term Debt Ratio | 42.5%
83.2% | 76.9% | 77.0% | 74.4% 738% | 69.4% | 66.0% | 63.5% |Common Equity Ratio | 57.5%
Pension Assets-12/19 $2848 mill. ’ 14956 | 19583 | 19619 | 20273 20472 | 21953 | 23100 | 24250 |Total Capital (Smill) 27800
PHd Stock None Oblig $3669 mil. 17099 | 20711 | 21548 | 22669 23450 | 25218 | 27275 | 29400 |Net Plant (Smill 34800
37% | 21% | 38% | 31% 35% | 38% | 35%| 3.5% |Returnon Total Cap'l 4.0%
Common Stock 309,005,485 shs. 34% | 18% | 40% | 34%  3.9% | 46% | 4.0%| 4.5% |Returnon Shr. Equity 5.0%
as of 7/30/20 34% | 18% | 40% | 34% 39% | 46% | 4.0% | 4.5% |Returnon Com EquityE | 5.0%
MARKET CAP: $15 billion (Large Cap) 34% | 18% | 14% | NMF 4% | 10% | .5% | 1.0% |Retainedto ComEq 1.5%
ELECTRIC OPERATING STATISTICS - - 66% | 104%  90% | 78% | 91% | 80% |AllDivds to Net Prof 71%
% Chan eRetal\SaIes[KWH 2 ,\}Z 20,\}/? 0,\]2 BUSINESS: AVANGRID, Inc. (formerly Iberdrola USA, Inc.), is a class not available. Generating sources not available. Fuel costs:
Avg Ind%st Use (M1 NA NA NA | diversified energy and utility company that serves 2.2 million elec-  24% of revenues. '19 reported depr. rate (utility): 2.9%. Iberdrola
Avg. Indust. Revs. perKWH{) NA NA NA | tric customers in New York, Connecticut, and Maine and 1 million owns 81.5% of stock. Has 6,600 employees. Chairman: José Ig-
gﬁﬂfﬁ?aitgﬁamkmgwbw Nﬁ Nﬁ Nﬁ gas customers in New York, Connecticut, Massachusetts & Maine. nacio Sanchez Galan. CEO: Dennis V. Arriola. Deputy CEO &

President: Robert Kump. Inc.: NY. Address: 180 Marsh Hill Road,
Orange, CT 06477. Tel.: 207-629-1200. Web: www.avangrid.com.

Annua\ Load Fac\m( 2 NA NA NA
% Change Customers (yr-end) +.6 +.5 NA
Fixed Charge Cov. (%) 333 343 278
ANNUAL RATES  Past Past Est'd'17-'19
of change (persh) 10 Yrs, 5Yrs. 102325
Revenues -- -- 2.5%
“Cash Flow” -- -- 4.5%
Earnings 4.0%
Dividends 5%
Book Value 1.0%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar31 Jun.30 Sep.30 Dec.31| Year
2017 | 1758 1331 1341 1533 |5963.0
2018 | 1865 1402 1546 1665 |6478.0
2019 | 1842 1400 1487 1609 |6338.0
2020 | 1782 1392 1500 1626 | 6300
2021 | 1900 1400 1550 1650 | 6500
Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun.30 Sep.30 Dec.31| Year
2017 77 .39 .32 A9 | 1.67
2018 .79 34 40 38| 192
2019 .70 .36 48 72 | 226
2020 78 28 44 47 | 1.95
2021 .80 40 .50 50 | 220
Cal- | QUARTERLY DIVIDENDS PAID B = Full
endar | Mar31 Jun.30 Sep.30 Dec.31| Year
2016 | -- 432 432 432 130
2017 432 432 4 4R| 173
2018 432 432 4 44 | 174
2019 44 44 44 441 176
2020 44 44 44

We cut our 2020 earnings estimate for
AVANGRID by $0.20 a share, to $1.95.
Second-quarter earnings fell short of our
$0.40-a-share estimate, due in part to a
decline in prices at the renewable-energy
business. Also, we include coronavirus-
related expenses ($0.03 a share) in our
earnings presentation even though the
company excludes them from its definition
of operating earnings. The rest of the year
should be better, although the fourth-
period comparison will be tough. In 2019,
AVANGRID booked a gain of $0.32 a share
on sales of renewable-energy projects.

For the time being, the company is
reviewing earnings guidance for 2020
and expectations for growth beyond
this year. AVANGRID’s new chief execu-
tive officer, Dennis Arriola, is taking a
“deep dive” into the company’s financial
prospects. Management expects to provide
updated expectations by November, when
an analyst meeting is planned. This is es-
pecially important because AVANGRID’s
results have disappointed Wall Street at
times in the past several quarters.

We expect better results in 2021. We
figure coronavirus-related costs will be

lower. AVANGRID’s utilities in New York
should also benefit from rate relief, as they
have reached a settlement (subject to com-
mission approval) that would provide $439
million over three years, based on an 8.8%
return on equity and a 48% common-
equity ratio. The renewable energy divi-
sion 1s adding projects. However, we cut
our estimate by $0.10 a share, to $2.20.
Some large capital projects are in var-
ious stages of development. Central
Maine Power intends to spend $950 mil-
lion on a transmission line. However, a
ballot measure proposed by opponents to
the project might thwart this. AVANGRID
also has joint ventures in three offshore
wind projects. Investors should note that
offshore wind entails significant construc-
tion risk. There have already been some
permitting delays.

We think more-attractive selections
are available elsewhere. The stock’s
dividend yield is not much different from
the utility mean, and dividend growth
prospects are subpar. The utilities operate
in difficult regulatory climates. Total re-
turn potential to 2023-2025 is low.

Paul E. Debbas, CFA August 14, 2020

(A) Diluted EPS. Excl. nonrecurring gain (loss): | Oct.

'16, 6¢; '17, (44¢). 18 EPS don't sum due to gC)
rounding. Next earnings report due late Oct.

19.42/sh. (D) In millions. (E) Rate base: net | common eq.,

= Dividend reinvestment plan available.
Incl. intangibles. In '19: $6.0 bill,

(B) Divids paid in early Jan., April, July, and | original cost. Rate allowed on com. eq. in NY in | Below Average.
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"16:9.0%; in CT in"17: 9.1% elec.; in CT in '19: | Company’s Financial Strength B++
9.3% gas; in ME in "20: 8.25%; eamed on avg. | Stock’s Price Stability 85
'19: 4.6%. Regulatory Climate: | Price Growth Persistence 100

Earnings Predictability 60
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BLACK HILLS CORP. wvse s

viemito 0,82

Wi i |

i 16.9 (H:giign?.: b

e 60.02

Pensio

H 280 345[ 348] 370 551 621 53.4| 646| 720| 682 820 871 i
TMELNESS 3 wessaons | [ 20| 3851 3281 F18| 3| B1| %8| %3] #9| 82 Ba| F Target Price Range
SAFETY 2 Raedsifs | LEGENDS .
—— 0.77 x Dividends p sh ’ 128
TECHNICAL 4 Lowered 72420 divided by Interest Rate /|
-+« Relative Price Strength . 9
BETA 10D (100-Mare) O o st recssion o — &0
18-Month Target Price Range T i = MM i=||0 6
Low-High  Midpoint (% to Mid) A I B 1 28
$46-$114  $80 (35%) Ui Tiﬁ-"h-,-“ TN ! 32
2023-25 PROJECTIONS e oty ! 24
Ann’l Total |" ot
Price  Gain  Return | il 9 16
rLiigh 90 +5o:/°; 14% g [os
w65 (+10%) 6% % TOT. RETURN 6/20
Institutional Decisions _ N THIS VL ARITH
302019 402019 1Q2020 STOCK INDEX |
toBuy 145 144 131 :’:;:gt }g e T 1T Ty I [T 111 TR Iy lyr. 258 540 [
toSell 133 137 143 | traded 6 4 imnl [ il [ |3yn. 86 68 |
Hid's(000) 53817 53772 54065 5yr. 50.3 244
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 2012 [2013 [2014 [2015 [2016 [2017 [2018 | 2019 | 2020 | 2021  ©VALUE LINE PUB. LLC 23-25
3454 | 4197 | 19.69| 1841 2603 | 3258| 3329 | 2896 | 2655 | 2867 | 3120 | 2548 | 2047 | 31.38 | 2024 | 2822 | 2550 | 26.55 Revenues persh 29.00
446| 481 504| 529| 295| 541| 48| 401 559 | 593| 625| 567 | 628 | 715 661| 7.02| 715 750 “CashFlow” persh 8.75
174 241| 221| 268| 18| 232 166| 101| 197| 261 | 289 | 283 | 263 338 | 347| 353 355| 370 Earningspersh A 425
124 128| 132| 137| 140 142| 144| 146| 148| 152 | 156 | 162 168 181 | 193| 205| 217| 231 Divd Decld pershBm 275
280 418 924| 692| B851| 890| 1204 1003 790 | 797 | 892| 890 | 889 | 609 | 762| 1331 | 10.65| 865 CaplSpending persh 7.25
2243 | 2229 | 2368 2566 27.19| 27.84| 28.02 | 2753 | 27.88 | 29.39 | 30.80 | 2863 | 30.25 | 31.92 | 3636 | 3842 | 40.60| 42.35 Book Value persh © 46.75
3048 | 3316 33.37| 37.80| 3864 | 38.97| 39.27 | 4392 | 4421 | 4450 | 4467 | 5119 | 53.38 | 5354 | 60.00 | 6148 | 6275| 64.00 CommonShsOutstg ®  64.00
71| 173| 158| 150| NMF| 09| 181| 31.1| 17.1| 182| 190 | 161 | 223 | 195| 168| 212 Boldfighresare AvgAnn'lP/E Ratio 185
9| 92| 85| 80| NWF| 66| 115| 195| 109| 102| 100| 81| 117 | 98| 91| 113 VauelLine  Relative PIE Ratio 1.05
42% | 35% | 38% | 84% | 42% | 62% | 4.8% | 46% | 44% | 32% | 28% | 35% | 29% | 27% | 33% | 27% | UM ayg Anml Divd Yield 3.5%
CAPITAL STRUCTURE as of 3/31/20 | 18073 | 12722 | 11739 | 12759 | 13936 | 13046 | 1573.0 | 16803 | 17543 | 17349 | 1600 | 1700 Revenues ($mil 1850
Total Debt $3461.8 mill. Due in 5 Yrs $861.1 mill 646 | 404 | 869 | 1158 | 1288 | 1283 | 140.3 | 1865 | 1925 | 2145 220 235 Net Profit ($mill) 265
LT Debt $3136.9 mill. LT Interest $131.7 mill. 56407757 19, | 355% | 347% | 33.7% | 358% | 25.1% | 28.0% | 19.2% | 130% | 13.0% | 13.0% Income Tax Rate 18.0%

(LT interest earned: 3.1x)
Leases, Uncapitalized Annual rentals $1.0 mill.

Pfd Stock None

n Assets-12/19 $434.3 mill. 48.1% | 48.6% | 56.8% | 48.4% | 52.1% | 44.0% | 335% | 35.5% | 42.5% | 42.9% | 45.0% | 465% Common Equity Ratio  48.0%
Oblig $485.4 mill. ["2286.3 | 2489.7 | 2171.4 | 2704.7 | 26436 | 3332.7 | 48258 | 4818.4 | 51324 | 55022 | 5690 | 5850 Total Capital (Smill) 6200

24954 | 2789.6 | 2742.7 | 2990.3 | 32304 | 3250.1 | 4469.0 | 45414 | 4854.9 | 5503.2 | 5940 | 6255 Net Plant ($mill) 6875

44% | 33% | 55% | 55% | 61% | 49% | 40% | 52% | 50% | 49% | 50% | 5.0% Return on Total Capl 55%

Common Stock 62,749,727 shs.
as of 4/30/20

MARKET CAP: $3.8 billion (Mid Cap)

28.0% | 65.0% | 54% | 24% | 24% | 27% | 53% | 2.7% | 14% | 33%| 2.0% | 2.0% AFUDC %to Net Profit 2.0%
51.9% | 51.4% | 432% | 51.6% | 47.9% | 56.0% | 66.5% | 64.5% | 57.5% | 57.1% | 55.0% | 53.5% Long-Term DebtRatio  52.0%

59% | 33% | 71% | 89% | 94% | 88% | 87% |109% | 88% | 91% | 85% | 8.5% Returnon Shr. Equity 9.0%
59% | 33% | 71% | 89% | 94% | 88% | 87% |10.9% | 88% | 9.1% | 85% | 8.5% ReturnonComEquity &  9.0%
7% | NMF | 18% | 37% | 43% | 38% | 33% | 53% | 39% | 38%| 35%| 3.5% RetainedtoCom Eq 3.0%

ELECTRIC OPERATING STATISTICS
2017 2

018
% Change Retail Sales (KWH) +9 2.7
Avg. Indust, Use (MWH) 18376 19789
Avg. Indust. Revs. per KWH (¢) 769 741
Capacity at Yearend (Mw) NA NA
Peak Load, Summer (Mw) 1094 1104
Annual Load Factor (%) N NA
% Change Customers (yr-end) +.8 +.8

2.1
21+406 Hills Energy, which serves 214,000 electric customers in CO, SD, Generating sources: coal, 30%; other, 12%; purch., 58%. Fuel
7.38

87% [ NMF | 75% | 58% | 54% | 57% | 62% | 52% 55% | 58% | 61% | 62% AllDiv'ds to Net Prof 66%
2019 BUSINESS: Black Hills Corporation is a holding company for Black rev. breakdown: res'l, 30%; comm'l, 35%; ind'l, 18%; other, 17%.

WY and MT, and 1.1 million gas customers in NE, IA, KS, CO, WY, costs: 33% of revs. '19 deprec. rate: 3.2%. Has 2,900 employees.

10’%’3 and AR. Has coal mining sub. Acq'd Cheyenne Light 1/05; utility ~Chairman: David R. Emery. Pres. & CEO: Linn Evans. Inc.: SD. Ad-
NA | ops. from Aquila 7/08; SourceGas 2/16. Discont. telecom in '05; oil ~ dress: 7001 Mount Rushmore Rd., P.O. Box 1400, Rapid City, SD

+1.1 | marketing in '06; gas marketing in '11; gas & oil E&P in "17. Electric  57709-1400. Tel.: 605-721-1700. Internet: www.blackhillscorp.com.

Fixed Charge Cov. (%) 296 276

>78 | Upon issuing first-quarter results in Other rate applications are probably

ANNUAL RATES  Past Past Est'd

1719 early May, Black Hills Corporation coming. Black Hills has asked for re-
trimmed its earnings guidance for consideration or a rehearing for an unfa-

gé@?ﬁﬁé‘f’sm 0 ‘1”%% 5V.rs.% ° 23534, 2020. The company reduced its targeted vorable gas rate decision in Colorado that
E(;’:lr?‘f:] FS|0W" ‘;-g:f f;-%://o ‘é-g:/; range by a dime a share, from $3.55-$3.75 had a modest negative effect on earnings.
Divider?ds 35% 50% 0% | to $3.45-$3.65. This was largely due to the Another rate case there might be coming.
Book Value 3.0% 4.0%  4.5% expected net effects of the coronavirus Black Hills hired a head of regulatory af-

Cal- | QUARTERLY REVENUES (§ mil) Fl problem, which was expected to reduce fairs for Colorado, which might help. A gas
endar |Mar31 Jun30 Sep.30 Deci| Year share net by $0.05-$0.10. We are sticking rate filing is probably upcoming in Arkan-

2017 5475 3419 3356 4553 |1680.3 with our 2020 estimate of $3.55, which is sas, but the timing has not yet been deter-

2018 |5754 3557 3220 5012 |17543 | now at the midpoint of Black Hills’ tar- mined.

2019 5978 3339 3255 4777 |17349 | geted range. Black Hills has probably completed

2020 |5371 300 300 4629 |1600 | We lowered our 2021 share-profit esti- its major financing moves for 2020. In

2021 |565 330 315 490 |1700 | mate by a dime, to $3.70. We figure the February, before the market turmoil be-

Ca- EARNINGS PER SHARE A Ful | economy will be in better shape next year. gan, the company raised $100 million
endar |Mar31 Jun30 Sep.30 Dec3i| Year | However, any growth from Black Hills’ through the sale of 1.2 million common

2017 | 142 7w 5 103 | 338 utility operations will come off a lower shares. In June, the parent issued $400

2018 | 159 45 3 111 | 347]| base. million of 10-year notes at an attractive

2019 | 173 24 44 113 | 353| The company filed a gas rate case in rate of 2.5%.

2020 | 1.73 3 42 105 | 355| Nebraska. This followed the consolidation This stock has an average dividend

221 | 1.75 .40 .45 110 | 370| of Black Hills’ two utilities in the state yield for a wutility. The stock price has

5 B into one entity. The request was for an in- declined 24% this year, which is under-
eﬁg'a, Mg%\f Tazl;]v_gll)V|DsEeNp[_)§:Mgec_31 ;:al,lr crease of $17.3 million, based on a 10% re- standable in view of the reduction in earn-

2016 | 42 0 ) ) 168 turn on equity and a 50% common-equity ings guidance. Total return potential is

2017 | 445 445 445 475 | 1g81| ratio. An order is expected no later than strong for the next 18 months, but not

2018 | 475 475 475 505 | 193| the first quarter of 2021. This might come nearly as impressive for the 3- to 5-year

2019 | 505 505 505 535 | 205| too late for some of the seasonally strong period.

2020 | 535 535 first period. Paul E. Debbas, CFA July 24, 2020
(A) Dil. EPS. Excl. nonrec. gains (losses): ‘08, | 23¢; '12, (16¢); '17, (31¢); 18, (12¢). "19 EPS | chgs. In '19: $25.06/sh. (D) In mill. (E) Rate [ Company’s Financial Strength A
($1.55); 09, (28¢); 10, 10¢; '15, ($3.54); '16, | don’t sum due to rounding. Next egs. due early | base: Net orig. cost. Rate al'd on com. eq. in | Stock’s Price Stability 75
($1.26); '17, 14¢; '18, $1.31; '19, (25¢); gains | Aug. (B) Div'ds pd. early Mar., Jun., Sept., & | SD in '15: none; in CO in '17: 9.37%; eam. on | Price Growth Persistence 65
(losses) on disc. ops.: 08, $4.12; 09, 7¢; '11, | Dec. ® Divid reinv. plan avail. (C) Incl. defd | avg. com. eq., '19: 9.4%. Reg. Climate: Avg. Earnings Predictability 75
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ANNUAL RATES  Past

Past Est'd '17-'19

should receive orders on its rate cases
in the fourth quarter. Consumers Ener-

RECENT 60 49 PE 23 3 Trailing: 22.9 RELATIVE 1 09 DIVD 2 80/ VALUE
+ NYSE-cms PRICE ' RATIO «VJ) \Median: 18.0/ | PIE RATIO YLD ¥ LINE
High:| 16.1| 19.3| 224| 250| 30.0| 36.9| 387| 463| 50.8| 53.8| 653 | 69.2 i
TMELINESS 3 Lovees 1115 | {100 100| 141| 170| 211| 246 260| 312 350| 411 405| 480 460 T;{,’g;‘ Z{,‘;Z R;‘(,‘E;
SAFETY 2 Raised321/14 LEGENDS
— 083 xDividendspsh | | [ | | | | | | | - 160
TECHNICAL 1 Rased 1120 gvded by Interes! Rate
-+ Relative Price Strength 120
BETA .80 (1.00=Market) Opti
— ghaded area indicates recession 100
18-Month Target Price Range e . — 80
Low-High  Midpoint (% to Mid) Aritlirie — 8
$48-$101  $75 (25%) T D T 1 %
2023-25 PROJECTIONS RIS 30
| Total ITLLITIITY E
Price  Gain Return . 20
I a2 .
W55 __(10% - 3 %TOT. RETURN 8120 |
Institutional Decisions THIS VL ARITH!
402019 102020 20200 | pgreent 30 ; sTozc:< |Ngs7x L
yr. K o [
bl B Gor 5| shees 20 TP RO 1 T T PPN o1V 3y 48 176 [
Hids(000) 264207 265297 267271 TR AR RLAR Syr 1119 456
2004 | 2005 | 2006 | 2007 | 2008 | 2009 2016 2017 |2018 2019 [2020 2021 | ©VALUE LINE PUB. LLC|23-25
2806 | 2852 | 3057 | 2895| 30.13| 27.23 2292 | 2337 | 2425 | 2411| 2265 23.45 |Revenues per sh 2525
287 343 322 3.08 3.88 347 488 5.29 5.61 5.89 6.25  6.60 |“Cash Flow” per sh 7.75
T4 110 64 64| 123 93 198 | 217 | 282| 239| 260 275 |Eanings persh A 3.50
-- -- -- 20 .36 50 1.24 1.33 143 153 1.63 1.74 |Div'd Decl'd per shBm 215
269 269 301 561 350 359 . ) X . I 599 | 591 732 741 820  9.85|Cap’lSpending per sh 8.75
1063 | 1053 | 10.03| 946 | 1088 | 11.42| 11.19 | 11.92 | 1209 | 1298 | 1334 | 1421 | 1523 | 1577 | 1678 | 17.68 | 19.35 20.75 |Book Value per sh © 2550
195.00 | 220.50 | 222.78 | 225.15 | 226.41 | 227.89 | 249.60 | 254.10 | 264.10 | 266.10 | 275.20 | 277.16 | 279.21 | 281.65 | 283.37 | 283.86 | 267.00 290.00 [Common Shs Outst'g P | 300.00
124 126 222 26.8 109 136 125 136 15.1 16.3 173 183 20.9 213 20.3 24.3 | Bold figures are |Avg Ann’l PIE Ratio 18.0
66 67 120 1.42 66 91 80 85 96 92 91 92 1.10 1.07 1.10 1.30 Valua Line Relative P/E Ratio 1.00
.- -- 12% | 27%| 40%| 40% | 43% | 42% | 38% | 36% | 34% | 30% | 29% | 30% | 26% | "™ |avg Annl Divid Yield 3.4%
CAPITAL STRUCTURE as of 6/30/20 . 6432.0 | 6503.0 | 6312.0 | 6566.0 | 7179.0 | 6456.0 | 6399.0 | 6583.0 | 6873.0 | 6845.0 | 6500 6800 |Revenues ($mill) 7550
Total Debt $15225 mill. Due in 5 Yrs $4549 mil. 356.0 | 384.0 | 4130 | 4540 | 479.0 | 525.0 | 5530 | 610.0 | 659.0 | 6820 | 760 810 |Net Profit ($mill) 1050
:;]Tc‘Dg‘g;ﬂiﬁ“g; il T Interest $571 mil. 38.1% | 36.8% | 394% | 399% | 34.3% | 34.0% | 33.1% | 31.2% | 149% | 17.7% | 160% 16.0% |Income Tax Rate 16.0%
f X 2% 6% .9% 0% .3% 7% 1% A% 4% 1% .0% .0% /o to Net Profit .
(LT interest éam%d. 2.9¢) i 2.2 26 29 2.0 23 27% | 31% | 1.1% | 14% | 21% | 2.0%  2.0% |AFUDC % to Net Profi 1.0%
Leases, Uncapitalized Annual rentals $11 mill. 70.1% | 66.9% | 67.9% | 67.5% | 68.7% | 68.3% | 67.1% | 67.3% | 69.0% | 70.4% | 70.5% 70.0% |Long-Term DebtRatio | 68.0%
Pension Assets-12/19 2546 mill. | 295% | 326% | 31.6% | 322% | 31.0% | 31.4% | 326% | 324% | 30.7% | 294% | 295% 30.0% |Common Equity Ratio | 32.0%
.  Oblig $2073 mill.["9473,0 [ 6279.0 | 10101 | 10730 | 11846 | 12534 | 13040 | 13692 | 15476 | 17082 | 18900 20050 |Total Capital (Smill 24100
bre 53‘7";'1‘ faszh’g"'; 150 ;’gon";r" S2 M, e ot 10069 | 10633 | 11551 | 12246 | 13412 | 14705 | 15715 | 16761 | 18126 | 18926 | 20225 21975 |Net Plant Smill 26000
$110.0 P N 58% | 63% | 59% | 6.0% | 57% | 57% | 58% | 59% | 56% | 53% | 55% 55% |Return on Total Cap’l 6.0%
cgmmun Stock 286,280,694 shs. 125% | 125% | 12.8% | 13.0% | 129% | 13.2% |12.9% | 13.6% | 13.8% | 135% | 13.5% 13.5% |Returnon Shr. Equity | 13.5%
as of 7/7/20 . 12.5% | 12.6% | 12.9% | 131% | 13.0% | 13.3% | 13.0% | 13.7% | 13.8% | 13.6% | 13.5% 13.5% |Return on Com Equity | 13.5%
MARKET CAP: $17 billion (Large Cap) 69% | 56% | 50% | 52% | 50% | 52% | 48% | 52% | 53% | 49% | 50% 50% |Retainedto Com Eq 5.5%
ELECTRIC OPERATING STATISTICS 46% | 55% | 61% | 60% | 62% | 61% | 63% | 62% | 62% | 64% | 62%  62% |All Div'ds to Net Prof 61%
94 Chan eReIaHSa\es(KWH) 2911:{ %})212 0313 BUSINESS: CMS Energy Corporation is a holding company for 15%; other, 6%. Generating sources: coal, 27%; gas, 18%; other,
Avg nug i NA NA | Consumers Energy, which supplies electricity and gas to lower 3%; purchased, 52%. Fuel costs: 41% of revenues. '19 reported
Avg. Indust, Revs er He) 8.26 7.63 7.94 | Michigan (excluding Detroit). Has 1.8 million electric, 1.8 million gas  deprec. rates: 3.9% electric, 2.9% gas, 10.0% other. Has 8,100 full-
gapﬂwgtgeak( ‘w 76’%4 80’\51361 80%3 customers. Has 1,234 megawatts of nonregulated generating capa- time employees. Chairman: John G. Russell. President & CEO:
Aﬁgualo\.aoad gmﬁ' 5 W) NA NA NA | city. Owns EnerBank. Sold Palisades nuclear plant in '07. Electric  Patricia K. Poppe. Inc.: MI. Address: One Energy Plaza, Jackson,
% Change Customers Zyvend) +1.2 +3 +.9 | revenue breakdown: residential, 45%; commercial, 34%; industrial, ~MI 49201. Tel.: 517-788-0550. Internet: www.cmsenergy.com.
Fired ChargeCor. %) 301 250 235 | CMS Energy’s utility subsidiary weather in the first quarter and a decline

in electric volume in the second period,
management has cut costs effectively to

gé@?ﬁﬁé‘f“h) 10‘4% 5¥r(s)% ° 123[73/@5 gy is seeking a gas rate increase of $229 offset this. Our 2020 earnings estimate is
‘éCas_h Flow” ggf,f ;8‘:{/0 57?& million, based on a 10.5% return on equity. slightly below CMS Energy’s targeted
szlgr?dss 150%  70% 7o% | The utility is also asking for a regulatory range of $2.64-$2.68 a share because the
Book Value 45% 55% 7.5% | mechanism that decouples revenues and company’s guidance excludes some costs
: volume. The staff of the Michigan Public that we are including. These amounted to
eﬁgla'r Ma?’%RTEEhYS%EVSEESE%(S B‘gt)_m \f:elllr Service Commission (MPSC) is recom- two cents a share in the first six months.
2017 | 1829 1449 1527 1778 | 6583.0 mending a hike of $160'm1111on, based on a CI_VIS Enet"gy acquired a 51% stake in a
2018 | 1953 1492 1509 1829 | es730] 9:6% ROE. An order is due by October wind project. The cost was undisclosed.
2019 | 2050 1445 1546 1795 | 8450 16th. The utility is requesting an electric The 525-megawatt project, in Texas, will
2020 | 1864 1443 1550 1643 | 6500 | tariff increase of $230 million, based on a sell its output to two large customers un-
2021 | 1950 1550 1600 1700 | 6800 | 10.5% ROE. The MPSC’s staff is proposing der long-term contracts. The company will
Cak EARNINGS PER SHARE A Fan | 2 hike of $149 million, based on a 9.75% finance the deal with tax equity and cash
endar |Mar31 Jun30 Sep.30 Dec31| Year ROE. A decision is due by December 28th. on hand. The project will be owned by
2017 7 &) 51 5 | 217 Consumers Energy files rate cases fre- CMS Enterprises, a nonutility subsidiary,
2018 86 19 59 28 | 232 | quently because it has a large, aged elec- and will likely produce returns at least
2019 | 75 33 73 58 | 239| tric and gas system that requires exten- equal to those of a regulated utility. This
2020 85 48 77 .50 | 260| sive capital spending. In fact, the utility also expanded the company’s presence in
2021 8 55 .80 .55 | 275| plans to file another gas rate application contracted renewables, which was 196 mw
) Ba in December, with a ruling expected in Oc- before this deal.
ot Mg:{;‘fﬁﬂnv.;',wDSEGNE'?;,PA'&C_ 41| vew | tober of 2021. It helps that Michigan has a The dividend yield of this equity is
2016 | 31 31 31 31 124 good regulatory climate. X about a percentage point below the
2017 | 3305 3305 335 3305 | 133| We expect continued steady earnings average for electric utilities. Total re-
2018 | 3575 3575 3575 3575| 143 | growth this year and next. Consumers turn potential is appealing for the next 18
2019 | 3825 3825 3825 3825| 153| Emergy is benefiting from rate relief. Al- months, but not for the 2023-2025 period.
2020 | 4075 4075 4075 though the utility was hurt by mild Paul E. Debbas, CFA  September 11, 2020
(A) Diluted EPS. Excl. nonrec. gains (losses): [ (40¢); ‘09, 8¢; 10, (8¢); '11, 1¢; '12, 3¢. Next | In’19: $8.77/sh. (D) In mill. (E) Rate base: Net | Company’s Financial Strength B++
05, ($1.61); '06, ($1.08); '07, ($1.26); 09, (7¢); | earnings report due early Nov. (B) Div'ds his- | orig. cost. Rate allowed on com. eq. in '18: Stock’s Price Stability 95
"10, 3¢; "1, 12¢; '12, (14¢); 17, (53¢); gains | torically paid late Feb., May, Aug., & Nov. = 10% elec.; in '19: 9.9% gas; earned on avg. Price Growth Persistence 95
(losses) on discont. ops.: '05, 7¢; '06, 3¢; 07, | Div'd reinvestment plan avail. (C) Incl. intang. | com. eq., "19: 13.9%. Regul. Clim.: Above Avg. | Earnings Predictability 85
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THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part
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ANNUAL RATES  Past

Past Est'd '17-'19

of change (persh) 10 Vrs 5Yrs.  10'23-25
Revenues 2.0 -2.0% Nil
“Cash Flow” 4 0% 4.0% 4.0%
Earnings 25%  2.0% 3.0%
Dividends 20%  3.0% 3.5%
Book Value 40%  45% 3.0%
Cal- QUARTERLY REVENUES (3 mill Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 | 3228 2633 3211 2961 |12033
2018 | 3364 2696 3328 2949 |12337
2019 | 3514 2744 3365 2951 |12574
2020 | 3234 2366 3100 2700 | 11400
2021 | 3450 2700 3350 2900 | 12400
Ccal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 | 1.27 57 148 78 | 410
2018 | 1.37 60 152 106 | 455
2019 | 1.31 46 142 88 | 4.08
2020 | 1.13 52 155 75 | 395
2021 | 145 .60 1.60 .85 | 450

Cal- | QUARTERLY DIVIDENDS PAID B = Full
endar |Mar31 Jun.30 Sep.30 Dec.31| Year
2016 67 67 67 67 | 268
2017 .69 69 .69 69 | 276
2018 15 75 715 715| 2.86
2019 74 .74 74 74 | 2.9
2020 765 765

ings guidance for 2020 upon reporting
first-quarter results. Mild winter
weather hurt the company’s steam busi-
ness, in which revenues and volume are
not decoupled. In addition, the company is
incurring costs associated with the corona-
virus. Accordingly, ConEd cut its targeted
range for profits from $4.30-$4.50 a share
to $4.15-$4.35. We slashed our 2020 esti-
mate from $4.25 a share to $3.95. This is
below management’s guidance because our
resentation includes expected charges of
0.19 a share related to accounting for tax-
equity investments in certain renewable-
energy projects, even though ConEd ex-
cludes this. We also include mark-to-
market accounting gains or losses because
these are an ongoing part of the company’s
results. This hurt share net by $0.18 in
the first quarter.
We expect solid profit growth in 2021.
We assume no mark-to-market items in
our estimate, since these are impossible to
predict. ConEd’s primary utility subsidi-
ary, Consolidated Edison Company of New
York, will benefit from increases in electric
and gas rates of $370 million and $122

RECENT PE (Trailing:19.5) RELATIVE 0 83 DIvD 4 10/ VALUE
f NYSE-ED PRICE 75-91 RATIO 17.8 Median: 16.0/ | PIE RATIO YLD AW LINE
TMELINESS 3 Lowedsis | PG| $39 Ge| 538| 42| 3| 5| e8| BT MY BS| & T o Ronge
SAFETY 1 Newromso LEGENDS__
—— 0.63 x Dividends p sh 320
TECHNICAL 4 Lovered 81420 gvdedb Ineres! Rate
- - Relative Price Strength -
BETA 75 (1.00= Marke) oghaded area indicates recession . = 200
18-Month Target Price Range + 160
Low-High  Midpoint (% to Mid) ” 13
$57-$129  $93 (25%) s P SO o T TS A PYPPoss SOy 80
I PROIECTIONS | P S P AT [T pot
) Price  Gain Ftetutr)na l‘;"‘l' T ) 40
e ' gy g
ow__8 +10%) % eeanes™ R % TOT. RETURN 7/20
Institutional Decisions THIS VL ARITH
oy DO oo 21 T — ‘ o B
o Buy shares 14 ; . 2 g 7 O
to Sell 342 368 464 v LTk e T e T LT T T o T T T T AN 3yr. 23 99 [
Hisow 200721 200720 200ds3 | 29! 7 HHHHHH\HHHHH\HHHHH\HHHHHHHH\HHHH\HH\HH\H\H\HHH\HHHHHHHH\HH\HH Sy 437 317
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 [2012 2013 |2014 |2015 [2016 [2017 [2018 2020 2021 | ©VALUE LINE PUB. LLC|23-25
4024 | 4766 | 47.14| 4823 | 49.62| 4636 4569 | 44.17 | 4162 | 4227 | 4411 | 4285 | 3959 | 3882 | 3843 37.76 3325  35.35 |Revenues per sh 37.25
454 5.27 528 5.77 5.99 5.86 6.24 6.61 715 745 7.30 793 7.89 8.4 8.92 9.09 890  9.65 |“Cash Flow” per sh 11.00
232| 299| 295| 348| 336| 314| 347 | 357 | 386 | 393 | 362 | 405| 394 | 410 | 455| 408| 395 450 |Earnings persh A 5.00
2.26 2.28 230 2.32 234 2.36 2.38 240 242 246 252 2.60 268 2.76 2.86 2.96 3.06  3.16 |Div'd Decl'd persh B = 3.50
560 659 7.17[ 7.09[ 850 780 696 | 672 7.06| 867 | 826 1042 [ 1207 | 11.11 [ 1089 | 1047 11.50 11.20 [Cap'l Spending per sh 11.00
29.09| 2980 | 31.09| 3258| 3543 | 3646 37.93 | 30.05| 4053 | 41.81 | 4294 | 4455 | 46.88 | 49.74 | 52.11| 5412 | 5555 57.40 |Book Value per sh 62.50
242.51 | 245.29 | 25746 | 272.02 | 273.72 | 281.12 | 291.62 | 292.89 | 292.87 | 292.87 | 292.88 | 293.00 | 305.00 | 310.00 | 321.00 | 333.00 | 343.00 351.00 |Common Shs Outst'g® | 365.00
182 15.1 155 138 123 125 133 15.1 154 147 159 15.6 18.8 19.8 171 21.1 | Bold figures are |Avg Ann’l PIE Ratio 185
96 80 84 73 74 83 85 95 98 83 84 79 99 1.00 92 113 Valua Line Relative P/E Ratio 1.05
53% | 50%| 50%| 48%| 57% | 60%| 52% | 45% | 41% | 43% | 44% | 41% | 36% | 34% | 37% | 34%| ™S |ayg Anml Divd Yield 3.8%
CAPITAL STRUCTURE as of 3/31/20 13325 | 12938 | 12188 | 12381 | 12919 | 12554 | 12075 | 12033 | 12337 | 12574 | 11400 12400 |Revenues ($mill) 13600
Total Debt $22724 mill. Due in 5 Yrs $5759 mill. 992.0 | 1062.0 | 1141.0 | 1157.0 | 1066.0 | 1193.0 | 1189.0 | 1266.0 | 1424.0 | 1343.0 | 1340 1575 |Net Profit ($mill) 1825
:ﬂ?&‘;‘rfs‘lge“aﬁie’g{”é Bx:-T Interest $862 mill. 36.0% | 36.1% | 345% | 31.8% | 34.0% | 336% | 35.3% | 36.6% | 20.1% | 17.1% | 195% 17.0% |Income Tax Rate 17.0%
o 24% | 16% | 5% | 5% | 3% | 7% | 1.3% | 15% | 15% | 20% | 20% 2.0% |AFUDC % to Net Profit 2.0%
Leases, Uncapitalized Annual rentals $78 mill. 48.6% | 46.5% | 45.9% | 46.1% | 48.0% | 47.9% | 50.8% | 48.9% | 51.1% | 50.7% | 49.5% 50.0% |Long-Term DebtRatio | 50.0%
50.4% | 52.5% | 54.1% | 53.9% | 52.0% | 52.1% | 49.2% | 51.1% | 48.9% | 49.3% | 50.5% 50.0% |Common Equity Ratio | 50.0%
Pension Assets-12/19 $15608 mill. | 21952 [ 21794 | 21933 | 22735 | 24207 | 25058 | 29033 | 30149 | 34221 [ 36549 | 37600 40175 [Total Capital ($mill) 45500
Pid Stock None Oblig $16792 mill | 53e3 | 95093 | 26939 | 26436 | 29827 | 32209 | 35216 | 37600 | 41749 | 43889 | 46125 48225 |Net Plant ($mill) 53800
59% | 62% | 65% | 64% | 56% | 6.0% | 53% | 54% | 53% | 49% | 5.0% 50% |Return on Total Cap’l 5.5%
Common Stock 334,102,042 shs. 88% | 9.1% | 96% | 94% | 85% | 91% | 83% | 82% | 85% | 7.5% | 7.0%  8.0% |Return on Shr. Equity 8.0%
as of 4/30/20 89% | 92% | 9.6% | 94% | 85% | 9.1% | 83% | 82% | 85% | 75% | 7.0% 8.0% |Return on Com EquityE | 8.0%
MARKET CAP: $25 billion (Large Cap) 32% | 31% | 36% | 3.6% | 26% | 35% | 30% | 30% | 35% | 23% | 1.5% 2.5% |Retainedto Com Eq 25%
ELECTRIC OPERATING STATISTICS 65% | 66% | 62% | 62% | 69% | 61% | 64% | 63% | 59% | 69% | 72%  66% |All Div'ds to Net Prof 66%
94 Chan eReIaHSa\es(KWH) 2021;3’ "2‘)213 0218 BUSIN_ESS: Copsolidated Edison, Inc. is a holding company _for opponunities Ihrpugh three wholly owned subsidiaries. En_teved into
Avg nug NA NA | Consolidated Edison Company of New York, Inc. (CECONY), which  midstream gas joint venture 6/16. Purchases most of its power.
Avg. Indust, Revs er He) NA NA NA | sells electricity, gas, and steam in most of New York City and Fuel costs: 21% of revenues. '19 reported depreciation rates: 3.0%-
ggmtoyagtgi?nkm[er ‘WW) 137"% 1 1";’2 ; 38%@ Westchester County. Also owns Orange and Rockland Utiliies ~3.2%. Has 14,900 employees. Chairman, President & CEO: John
Al Load Fcior (% NM NMF  NMF | (O&R), which operates in New York and New Jersey. Has 3.7 mil-  McAvoy. Inc.: New York. Address: 4 Irving Place, New York, New
% Change Customers Zyvend) NA NA NA | lion electric, 1.2 million gas customers. Pursues competitive energy ~ York 10003. Tel.: 212-460-4600. Internet: www.conedison.com.
Fired ChargeCor. %) asa 306 267 | Consolidated Edison reduced its earn- million, respectively. (Electric and gas

hikes of $322 million and $167 million will
occur at the start of 2022.) We believe the
company’s renewable-energy operation
will increase its contribution as it adds
projects. As of the end of the first quarter,
this business had 3,289 megawatts in op-
eration and 613 mw under construction.
The next few years will be active for
financing. In 2020, ConEd plans to issue
$600 million of common equity, over and
above what it will issue for its dividend-
reinvestment, employee stock purchase,
and long-term incentive plans. New equity
is expected to total $1.1 billion in 2021 and
2022. The company intends to issue as
much as $2.0 billion of long-term debt this
year, followed by a total of $1.8 billion in
2021 and 2022, in addition to what is
needed to refinance maturing debt. Con-
Ed’s balance sheet should remain sound
(Financial Strength rating: A+.)

The dividend yield of this high-
quality stock is slightly above the util-
ity average. Total return potential is ap-
pealing for the 18-month span, but is un-
exciting for the 3- to 5-year period.

Paul E. Debbas, CFA August 14, 2020

(A) Diluted EPS. Excl. nonrec. gains (Iosses)
7, 84¢;

13, (32¢); 14, 9¢; 16, 15¢; "1

gsc); gain on discontinued operations: ‘08, | Dec. = Divid reinvestment plan avail. (C) Incl.
1.01. "19 EPS don't sum due to rounding.

© 2020 Value Line, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part
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’18, | historically paid in mid-Mar., June,

intangibles.

Next earnings report due early Nov. (B) Div'ds | (E) Rate base: net orig. cost. Rate allowed on

Sept., and | com. eq. for CECONY in
In '19: $21.01/sh. (D) In mill.

’19: 9.0%; eamed on avg. com. eq.,
Regulatory Climate: Below Average.

Company’s Financial Strength A+

'20: 8.8%; O&R in | Stock’s Price Stability 85
"19: 8.2%. | Price Growth Persistence 55
Earnings Predictability 95
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RECENT Trailing: 18.7) | RELATIVE DIVD 0
DTE ENERGY CO.wwseor: |2 118.67 [ 17.1 Cele 38R 0.80 %% 3.7 il
s 3 wwinn | tr] S0] 3] T ] 23] 3 %3 0 e | 8| 3| Tt B Pange
SAFETY 2 Rased 12212 | LEGENDS _ .
—— 0,67 x Dividends p sh
TECHNICAL 4 Lovered /1220 divided by Interest Rate 200
Relallve rice Strength 160
BETA_90_(1.00- Market) % ;;gdzd area indicates recession l/‘/' o el | meeeeqeeee-
18-Month Target Price Range . e UL Hl"'. 100
Low-High Midpoint (% to Mid) ..--.--..-.vm‘“‘ﬁ e 1 :"
$82-$187  $135 (15%) = T 8
2023-25 PROJECTIONST . L ! 40
) Price  Gain Reluma & . e tees | o teens ™" Cuee ‘..-.-.' e R 0
i M o
o2 (NI _ 4% % TOT. RETURN 8/20
Institutional Decisions THIS  VLARITH.
402019 102020 202020 | poroent 21 STOCK INDEX
toBuy 355 279 261 | shares 14 ual I Ly lyr. 52 87
1o Sell 245 345 318 Tt L T T FTTTAR [YVT YT FYOET PR TS TYSRTY LT T 11V T Y TR TR T 3yr. 166 176 [
Hadsoo 140654 140354 11501 | " 7 JHITHHLLN HHH\H I RCRRETEACA \HHHHH R EAEL Syr 794 456
2004 | 2005 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 20 2013 [2014 2015 [2016 |2017 [2018 [2019 [2020 | 2021 | ©VALUE LINE PUB. LLC|23-25
40.84 | 50.74 5093 | 5428 | 57.23 | 4845| 50.51 | 5257 51.01 5456 | 69.50 57.60 | 59.24 70.25 7812 | 6591 | 60.10 | 62.55 |Revenues per sh 68.25
6.81 8.14 8.19 8.48 8.26 9.38 9.78 9.57 977 | 1013 | 11.85 944 | 1060 | 11.77 | 1258 | 1297 | 14.45| 15.30 |“Cash Flow” per sh 18.00
2.55 327 245 2.66 273 3.24 3.74 3.67 3.88 3.76 5.10 4.44 4.83 573 6.17 6.31 6.70 7.15 |Earnings per sh A 8.50
2.06 2.06 2.08 212 212 212 2.18 2.32 242 2.59 2.69 2.84 3.06 3.36 3.59 3.85 4.12 4.42 |Div'd Decl'd per shBw 5.20
519 599 792| 796 842 626 649| 877 1056 | 1059 | 1158 1126 | 11.40 | 1254 | 1491 | 1559 | 19.95| 18.45 |Cap'l Spending per sh 13.50
31.85| 3244 3302 3586 36.77| 37.96| 3967 | 4141 4278 | 4473 | 4705 4888 | 5022 | 5303 | 56.27 | 60.73 | 63.60 | 66.95 |Book Value persh € 79.25
17421 [ 17781 177.14| 16323 | 163.02 | 165.40 | 169.43 | 169.25 172.35 | 177.09 | 176.99 179.47 | 179.43 | 179.39 | 181.93 | 192.21 | 193.00 | 195.00 |Common Shs Outst'q O | 205.00
16.0 138 174 183 148 104 123 135 14.9 17.9 14.9 18.1 19.0 18.6 174 19.9 | Bord figres are |Avg Ann’l P/E Ratio 16.5
85 73 94 97 89 69 .78 85 95| 1.0t .78 91 1.00 94 94| 1.06 Value|Line Relative P/E Ratio .90
50% | 46% 49%| 44% | 52% | 63% | 48% | 47% 42% | 38% | 35% 35% | 38% | 32% | 83% | 31% | ™ |ayg Anml Divd Yield 3.7%
CAPITAL STRUCTURE as of 6/30/20 8557.0 | 8897.0 8791.0 | 9661.0 | 12301 10337 | 10630 | 12607 | 14212 | 12669 | 11600 | 12200 |Revenues ($mill) 14000
Total Debt $18925 mill. Due in 5 Yrs $7387 mil. 6300 | 6240 666.0 | 661.0 | 9050 796.0 | 868.0 | 1029.0 | 1120.0 | 1169.0 | 1295 | 1390 |Net Profit (Smill) 1755
LT Debt $17341 mill. LT Interest 3685 mil. 3.7% | 5.9% 208% | 275% | 285% 25.6% | 245% | 21.8% | 81% | 115% | 8.0% | 80% [Income Tax Rate 80%
(LT interest eamed: 3.0x) 16% | 16% 30% | 35% | 41% 43% | 36% | 35% | 38% | 33% | 30%]| 30% AFUDC%toNetProfit | 20%
51.3% | 50.6% 48.8% | 47.7% | 50.0% 50.2% | 55.6% | 56.2% | 54.2% | 57.7% | 60.0% | 60.0% |Long-Term Debt Ratio 58.5%
Leases, Uncapitalized Annual rentals $38 mill. 48.7% | 494% 51.2% | 52.3% | 50.0% 49.8% | 44.4% | 43.8% | 45.8% | 42.3% | 40.0% | 40.0% |Common Equity Ratio 41.5%
. ’ 13811 | 14196 14387 | 15135 | 16670 17607 | 20280 | 21697 | 22371 | 27607 | 30750 | 32525 |Total Capital ($mill) 39000
Pension Assets-12/19 $4993 '""'(-)bl. g5810 mi, | 12092 | 19746 14684 | 15600 | 16820 18034 | 19730 | 20721 | 21650 | 25317 | 28275 | 30275 |Net Plant (Smil) 33500
Pid Stock None OSIOM 165 [ 59% 6.4% | 57% | 66% 57% | 53% | 69% | 6% 53%| 55% | 55% RetmonTotalCapl | 55%
Common Stock 192,650,741 shs. 94% | 89% 90% | 83% | 109% 9.1% | 96% |10.8% | 109% | 10.0% | 10.5% | 10.5% |Return on Shr. Equity | 11.0%
94% | 89% 9.0% | 83% [ 109% 9.1% | 9.6% |10.8% | 10.9% | 10.0% | 10.5% | 10.5% |Returnon Com Equity E| 11.0%
MARKET CAP: $23 billion (Large Cap) 40% | 34% 35% | 27% | 52% 34% | 37% | 46% | 49% | 41% | 4.0% | 4.0% |RetainedtoCom Eq 4.5%
ELECTRIC OPERATING STATISTICS 57% | 62% 61% | 67% | 52%  63% | 61% | 58% 55% | 59% | 61% | 62% |All Div'ds to Net Prof 61%
% Change Reta Sals (KWH) 2031? 2+031g 0318 BUSINESS: DTE Energy Company is a holding company for DTE  13%; other, 7%. Generating sources: coal, 67%; nuclear, 17%; gas,
Avg Indust, Use (MWH) NA NA NA | Electric (formerly Detroit Edison), which supplies electricity in De-  1%; purchased, 15%. Fuel costs: 54% of revenues. '19 reported
Avg. Indust. Revs. per KWH (¢) NMF  NMF  NMF | troit and a 7,600-square-mile area in southeastern Michigan, and ~ deprec. rates: 4.0% electric, 2.7% gas. Has 10,700 employees.
gapﬁwzeawwb Hﬁ Nﬁ Nﬁ DTE Gas (formerly Michigan Consolidated Gas). Customers: 2.2 Chairman: Gerard M. Anderson. President & CEO: Jerry Norcia.
Aﬁﬁw“ﬁmd #;"C;':;r[m W) NA NA NA | mill. electric, 1.3 mill. gas. Has various nonutility operations. Electric  Inc.: MI. Address: One Energy Plaza, Detroit, MI 48226-1279. Tel.:
% Change Customers eW.gnd) NA NA NA | revenue breakdown: residential, 46%; commercial, 34%; industrial, ~313-235-4000. Internet: www.dteenergy.com.
Fiad Chage Cov. () 300 278 260 | DTE Energy’s gas utility received a ing business is trending at the high end of
ANNUAL RATES Past past Esta'17-19| rate order. The Michigan Public Service DTE Energy’s expectation. Second-quarter
ofchange (persn)  10Y¥rs,  5¥rs. to'23'25 | Commission approved a settlement for profits exceeded our estimate, so we
Revenues 30% 40% -1.0% | DTE Gas calling for an increase of $110 boosted our 2020 share-net expectation by
E‘;?m FS‘OW" 388‘:/; gg:;e g-g:é million, based on a 9.9% return on equity $0.20, to $6.70. Note that we raised the Fi-
D\vider?ds 55% 70% 65% | and a 52% common-equity ratio. Earnings nancial Strength rating a notch, to A.
Book Value 45% 50% 55% | will also be augmented by $20 million of Earnings will likely improve in 2021.
; accelerated amortization to income of The economy should be better by then.
eﬁgla'r Mg%ﬁRTEEhY:;%EVSE:gS%(s32231 5:;'.. deferred taxes. New tariffs will take effect DTE Electric and DTE Gas will benefit
2017 | 3235 2855 3245 3271 |1o607 | 2 October 1st. Separately, DTE Electric from a full year’s effect of rate increases
2018 | 3753 3150 3550 3750 |[14212 | Will delay its next rate application until obtained in 2020. DTE Gas also recovers
2019 | 3514 2888 3119 3148 |12669 | 2021, but will also benefit from the ac- certain capital spending through a rider
2020 | 3022 2583 2950 3045 |11600 | celerated amortization of deferred taxes. on customers’ bills. We expect continued
2021 | 3300 2700 3050 3150 [12200 | Earnings in 2020 are likely to end up growth from the nonutility operations, es-
Cak EARNINGS PER SHARE A Fan | mear the upper end of DTE Energy’s pecially Gas Pipeline and Storage. Our es-
endar |Mar31 Jun30 Sep.30 Dec.31| Year targeted range of $6.47-$6.75 a share. timate of $7.15 a share, which we raised
2017 | 223 9 151 100 | 573 The negative effects of the weak economy by $0.2_5, would produce a 7% increase.
2018 | 200 129 184 105 | 617| have been less than the company feared, We think the board of directors will
2019 | 219 99 173 140 | 631| as residential kilowatt-hour sales have boost the dividend in the fourth quar-
2020 | 176 144 200 150 | 6.70| risen even more than expected from people ter, effective with the January pay-
2021 | 200 155 210 150 | 715| working from home. Favorable weather ment. DTE Energy’s goal for dividend
X Ba patterns have helped, too. On the non- owth is 7%, and we estimate a hike of
eﬁs'a, Mgg::“EJT;V‘;J(IJVIDSEENE?;(,PAIBSC_:“ 5:; utility side, the Gas Pipeline and Storage $0.29 a share (7.2%) in the annual payout.
2016 | 73 73 73 77 29| Segment has fared better than expected as This §tpck’s dividend yield is average,
2017 | 85 825 805 825 | 320| the demand for natural gas remains by utility standards. Total return poten-
2018 | 8825 8825 8825 8825 | 353| healthy. A pipeline began service on Au- tial does not stand out, either for the 18-
2019 | 945 945 945 945 | 378 | gust lst, completed on schedule and below month span or the 3- to 5-year period.
2020 [1.0125 1.0125 1.0125 the $600 million budget. The Energy Trad- Paul E. Debbas, CFA  September 11, 2020

(A) Diluted EPS. Excl. nonrec. gains (Iosses):

05, (2);

'07, $1.96; '08, 50¢; '11, 51¢; '15,

(39¢); 17, 59¢; galns (losses) on disc. ops.:
04, (6¢); ‘05, (20¢); '06, (2¢); '07, $1.20; 08,

13¢; '12, (33¢). '17-'18 EPS don't sum due to
rounding. Next eamings report due late Oct.
(B) Div'ds pd. mid-Jan., Apr., July & Oct. =
Div'd reinvest. plan avail. (C) Incl. intang. In eq.,
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’19: $47.33/sh. (D) In mill. (E) Rate base: Net
orig. cost. Rate all'd on com. eq. in "20: 9.9%
elec.; in '20: 9.9% gas; eamned on avg. com.

'19: 10.8%. Regulat. Climate: Above Avg.

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 90
Earnings Predictability 85
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RECENT 83 81 PEE 16 1 (Trailing:16.5) RELATIVE 0 75 DIVD 4 60/
NYSE-DUK PRICE . RATIO o | \Median: 18.0 /| PIE RATIO U, YLD WV /0
mevess 3 wron | tr] 98] ] meT L1 5] 57 03 2| 2| S| | Tt B Pange
SAFETY 2 Newsiio7 LEGENDS__
—— 054 x Dividends p sh 20
TECHNICAL 3 Raised /1420 divided by Interest Rate
-+ .. Relative Price Strength P
BETA .85 (1.00 = Market) Ford Rev spit 7112 . 200
18-Month Target Price Range ° 229:11 area indcates recession ;{';3'; o 7 : 160
Low-High  Midpoint (% to Mid) n 7 S g o 188
$62-138  $100 (20%) ~ i Tt I STl (A 80
D S I T T o) t
2023-25 PROJECTIONS T sty PTTTID = TTTIN = | 60
i _ Ann'l Total '-“i‘u.
Price  Gain Return 40
Ry i L
e~ (%) 4% | SOPY % TOT. RETURN 7/20
Institutional Decisions THIS  VLARITH.
302019 402019 10200 | percent 15 T = — : i sTock - ioex =18
bl Zby 22 52| shares 10t A P P OFOPT 111V OO U v sy, 122 89 [0
HIF(000) 445072 476731 473369 [ITETTT R R AR AR R AR Sy 404 317
2004 [ 2005 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 2012 [2013 [2014 2015 [2016 [2017 [2018 [2019 [2020 [2021 | ©VALUELINE PUB. LLC[23-25
-- .- 2532| 3024| 31.15| 29.18| 3222 | 3263 27.88 | 34.84 | 3384 3410 | 3249 | 3366 | 3373 | 3421 | 30.95| 32.15 |Revenues persh 34.50
- -- 7.86 8.11 7.34 7.58 8.49 8.68 6.80 8.56 911 9.40 920 | 1001 | 1049 | 1213 | 1210 | 1275 |“Cash Flow” per sh 14.50
- .- 2.76 3.60 3.03 3.39 4.02 4.14 37 3.98 413 410 37 422 413 5.07 510 5.30 |Earnings per sh A 6.00
- -- -- 2.58 2.70 2.82 291 297 3.03 3.09 3.15 324 3.36 3.49 3.64 3.75 3.82 3.90 |Div'd Decl'd per shBw 4.15
- -- 807 743] 1035] 985[ 10.84| 980 781 783 | 762 983 | 1129 | 1150 | 1291 | 1517 | 1550 | 174.70 [Cap’l Spending per sh 13.75
- -- 6230 | 5040 | 4951 | 49.85| 5084 | 5114 5804 | 5854 | 57.81 57.74 | 5862 | 59.63 | 60.27 | 61.20 | 63.80 | 65.35 |Book Value per sh © 71.00
- -- 418.96 | 420.62 | 423.96 | 436.29 | 442.96 | 445.29 704.00 | 706.00 | 707.00 688.00 | 700.00 | 700.00 | 727.00 | 733.00 | 764.00 | 770.00 |Common Shs Outst'g O | 785.00
- .- .- 16.1 173 133 127 138 175 174 17.9 18.2 21.3 19.9 194 17.7 | Bord figlres are |Avg Ann’l P/E Ratio 15.5
- -- -- 85| 1.04 89 81 87 M 98 94 92| 112 1.00 1.05 95 Value|Line Relative P/E Ratio .85
-- -- | 44% | 52% | 62% | 57% | 52% 47% | 44% | 43%  43% | 43% | 42% | 45% | 42% | ™S |ayg Anml Divd Yield 44%
CAPITAL STRUCTURE as of 3/31/20 14272 | 14529 19624 | 24598 | 23925 23459 | 22743 | 23565 | 24521 | 25079 | 23650 | 24750 |Revenues ($mill) 27000
Total Debt $64421 mill. Due in 5 Yrs $20638 mill. | 17650 | 1839.0 2136.0 | 2813.0 | 2034.0 28540 | 2560.0 | 2963.0 | 2928.0 | 3755.0 | 3865 | 4175 |Net Profit (Smill) 4750
h&“;gggﬁﬁ‘;a';i't'ghzeﬂeg‘s‘:;es‘ 2191 mill 75 65 | 31.8% 30.2% | 32.6% | 30.6% 32.2% | 31.0% | 304% | 14.2% | 12.7% | 120% | 120% [Income Tax Rate 12.0%
(LT interest eamed: 260 27% | 232% 203% | 88% | 72%  92% |117% |123% | 130% | 7.9% | 9.0% | 80% |AFUDC%toNetProfit | 8.0%
Leases, Uncapitalized Annual rentals $268 mill, | 3% | 451% 47.0% | 48.0% | 47.7% 486% | 52.6% | 540% | 53.8% | 54.0% | 525% | 53.0% |Long-Term DebtRatio | 53.5%
Pension Assets-12/19 $8910 mill. 55.7% | 54.9% 52.9% | 52.0% | 52.3% 51.4% | 47.4% | 46.0% | 46.2% | 44.1% | 45.5% | 45.5% |Common Equity Ratio 45.0%
’  Oblig $8231 mill. [ 40457 | 41451 77307 | 79482 | 78088 77222 | 86609 | 90774 | 94940 | 101807 | 106650 | 110725 |Total Capital (Smill 123600
%"msn‘l";']‘j‘sg?s?‘,/:“'!-um P!s‘gg;i‘advﬁfu"em"'- 40344 | 42661 68558 | 69490 | 70046 75709 | 82520 | 86391 | 91694 | 102127 | 108475 | 114050 | Net Plant ($mill 128400
redeoemable at $25.50 pror 0 6/15/24:  mill shs. | 5% | 56% 3% | 4G% | 48% 48% | 40% | 4% | 42% | 48% | 45% | 5.0% RetumonTotalCapl | 5.0%
4.875%, cum., $1000 lig. value. 78% | 81% 52% | 68% | 7% 72% | 62% | 74% | 67% | 80%| 7.5%| 8.0% [RetumonShrEquity | 8.0%
Common Stock 734,852,532 shs. as of 4/30/20 78% | 81% 52% | 68% | 72% 72% | 62% | 7.1% 6.7% | 83% | 7.5% | 8.0% |ReturnonCom Equity E| 85%
MARKET CAP: $62 billion (Large Cap) 21% | 22% 9% | 15% | 17% 15% | 6% | 12% | 10% | 24% | 20% | 2.0% |RetainedtoCom Eq 2.5%
ELECTRIC OPERATING STATISTICS 7% | 72% 8% | 78% | 76% 79% | 91% | 83% 84% | 1% 77% |  74% |All Div'ds to Net Prof 71%
% Change Reta Sales (V1K) 20213 2,?;8 18 BUSINESS: Duke Energy Corporation is a holding company for util-  residential, 44%; commercial, 28%; industrial, 14%; other, 14%.
Avg. Indust. Use (MWH) 2914 2953 2934 | ities with 7.6 mill. elec. customers in NC, FL, IN, SC, OH, & KY, and  Generating sources: gas, 29%; nuclear, 29%; coal, 22%; other, 1%;
Avg. Indust. Revs. per KWH (¢) NA NA NA | 1.6 mill. gas customers in OH, KY, NC, SC, and TN. Owns inde- purchased, 19%. Fuel costs: 30% of revs. '19 reported deprec. rate:
gapﬁ\ty gf zeak(Mwb Hﬁ Nﬁ Nﬁ pendent power plants & has 25% stake in National Methanol in  3.1%. Has 28,800 employees. Chairman, President & CEO: Lynn J.
Aggua\ulﬁ:éd#?cgr[mw) NA NA NA | Saudi Arabia. Acq'd Progress Energy 7/12; Piedmont Natural Gas ~ Good. Inc.. DE. Address: 550 South Tryon St, Charlotte, NC
%Changecus\omgyseayg] +1.3  +1.4 +1.5 | 10/16; discontinued most intl ops. in '16. Elec. rev. breakdown: 28202-1803. Tel.: 704-382-3853. Internet: www.duke-energy.com.
Fiad Chage Cov. () 272 218 233 | The Atlantic Coast Pipeline project, Duke received a rate il}crease in Indi-
ANNUAL RATES Past past Estd’17-19 47%-owned by Duke Energy, has been ana and reacheq partial settlements
ofchange (persn)  10¥rs,  5¥rs. to'23'25 | canceled. The project was plagued by de- in North Carolina. The commission
Revenues 1.0%  1.0% 5% | lays and cost overruns stemming from liti- granted the utility an increase of $146 mil-
Eg?r??w FS‘OW" gg:/; g-g:;e g-g:é gation. This wasn’t expected to be com- lion, based on a return on equity of 9.7%
D\vidler?ds 30% 30% 25% | pleted until early 2022, more than three and a common-equity ratio of 53%. About
Book Value 20% 10% 25% | years after the original target. The total 75% of the increase took effect last month,
Cal- | QUARTERLY REVENUES (§ mil) Fal cost had risen to an expe_cted $80 billion, with the remainder set to take effect in the
endar |Mar31 Jun30 Sep.30 Dec.31| Year from $4.5 billion-$5.0 billion initially. Two first quarter of 2021. The company’s two
2017 | 5729 5555 6482 5799 23565 unfavorable rulings from U.S. courts con- utilities in North Carolina reached partial
2018 | 6135 5643 6628 6115 |24501 | vinced Duke and its partner, Dominion settlements of their rate cases, subject to
2019 | 6163 5873 6940 6103 |25079 | Energy, to pull the plug. As a result, the approval by the state commission. When
2020 | 5049 5300 6600 5801 |23650 | company will take a nonrecurring, non- new tariffs will take effect is unknown.
2021 | 6200 5650 6850 6050 |24750 | cash pretax charge of $2.0 billion-$2.5 bil- The board of directors raised the divi-
cak EARNINGS PER SHARE A Full lion, most of which will be recorded dend this quarter. The quarterly in-
endar [Mar31 Jun30 Sep.30 Deci| Year | against June-quarter results. However, crease was two cents a share (2.1%). This
2017 | 1.02 % 136 86 | 422 the cancelation will also affect ongoing growth rate is less than half the utility
2018 | 117 71 183 6 | 413| earnings because Duke will no longer rec- average, which is a result of Duke’s high
2019 | 124 112 18 ‘89 | 507| ord the Allowance for Funds Used During payout ratio.
2020 | 124 1.05 186 .95 | 510| Construction, a noncash credit to earnings. Duke stock has an above-average divi-
221 | 135 110 1.90 95 | 530| Accordingly, management is now guiding dend yield for a utility. The write-off of
X B analysts toward the low end of its 2020 the pipeline project did not surprise Wall
eﬁs'a, Mgg::“EJT;V‘;J(IJVIDSEENE?;(,PAIBSC_:“ 5:; earnings target of $5.05-$5.45 a share. The Street, and the stock price has fallen at a
2016 | 825 825 85 855 | 336 grmect was expected to contribute $0.30- low double-digit percentage this year—less
2017 | 855 855 89 89 349 0.35 a share to profits in 2021. However, than many utility equities. Total return
2018 | 89 89 ‘97 928 | 364| we did not change our expectations be- potential is attractive for the 18-month
2019 | 97 98 945 945 | 375| cause our 2020 estimate of $5.10 a share span, but not for the 3- to 5-year period.
2020 | 945 945 965 was already near the low end of the range. Paul E. Debbas, CFA August 14, 2020
(A) Diluted EPS. Excl. nonrec. losses: '12, 70¢; | early Nov. (B) Div'ds paid mid-Mar., June, [all'd on com. eq. in '18 in NC: 9.9%; in '19 in | Company’s Financial Strength A
13, 24¢; 14, 67¢; '17, 15¢; '18, 41¢; losses on | Sept., & Dec. ® Div'd reinv. plan avail. (C) Incl. [ SC: 9.5%; in 20 in FL: 9.5%-11.5%; in '04 in | Stock’s Price Stability 90
disc. ops.: 14, 80¢; '16, 60¢; '18 EPS don't | intang. In '19: $44.37/sh. (D) In mill,, adj. for [ IN: 10.5%; eamed on avg. com. eq., '19: 8.3%. | Price Growth Persistence 50
sum due to rounding. Next earnings report due | rev. split. (E) Rate base: Net orig. cost. Rates | Reg. Clim.: NC Avg.; SC, OH, IN Above Avg. Earnings Predictability 90

To subscribe call 1-800-VALUELINE




Exhibit A

KPSC Case No. 2020-00174
Walmart's Post Hearing Data Requests
Dated: November 30, 2020

Iltem No. #001

Attachment 1

Page 10 of 21

ANNUAL RATES  Past

Past Est'd’17-19

nonregulated power-generating activ-
ities. Nonregulated nuclear units have not

RECENT (Trallmg 161) RELATIVE 0 92 DIVD 3 80/
ENTER Y RP. NYSE-ETR PRICE 99 14 RATIO 19.6 Median: 13.0/| PIE RATIO YLD 0/0
meuness § e | 0| s3] ] T R | B0 o8] ] e M| | g s nge
SAFETY 2 Rased 121319 | LEGENDS _ p
—— 0.72 x Dividends p sh )
TECHNICAL 3 Raised /1120 dvided by Interest Rate ; 200
-+ Relative Price Strength 160
BETA 35 (1.00=Marke) Eﬂ?gia ;r?ea indicates recession L~ o ’ 10 T N R
18-Month Target Price Range o= '-il m i I Ii""' ---------- ;go
Low-High  Midpoint (% to Mid) [sw===s s rpesseiprey - sttt Tty st t
$74»$1699 $12§ 250A(») ) i—'ﬂﬂf_ G TR IO AP ETT %
2023-25 PROJECTIONST By o O 40
Price  Gain Relumal R 0
angh }32 (+4u°§°} 15:;., I ohaee® | 20
oW 105 __(+5% ° o % TOT. RETURN 8/20
Institutional Decisions THIS  VLARITH.
402019 102020 202020 | poreent 30 STOCK INDEX
toBuy 348 281 283 | ghares 20 1 L 1 lyr 97 87
1o Sell 242 349 315 PRI TTT A YT Y YO RN IS TP Y1 Y N X T T T TTIONY PP [TV TR PR Y 3yr. 398 176 [
Hisow 176302 172217 173722 | 200 10 \HHHHH\HHHHHHHHH\HHHHHHHHHHHHHHHHHHH\H\HHH\HHH\HH\HHHHHHH\HHH Syr 861 456
2004 | 2005 2006 | 2007 | 2008 | 2009 | 2010 [2011 2012 [2013 [2014 2015 [2016 [2017 [2018 [2019 [2020 [2021 | ©VALUELINE PUB.LLC|23-25
4669 | 4661 5394| 5947 | 69.15| 56.82| 64.27 | 6367 57.94 | 6386 | 6071 6454 | 60.55 61.35 5823 | 5463 | 51.00 | 50.50 |Revenues persh 50.50
833| 818 10.69| 11.73| 1289 | 1329 | 1654 | 1753 1598 | 1625 | 17.68 17.71 | 1872 | 1670 | 1650 | 17.19 | 1650 | 18.10 |“Cash Flow” persh 21.25
393 4.40 5.36 5.60 6.20 6.30 6.66 7.55 6.02 4.96 5.77 5.81 6.88 519 5.88 6.30 5.00| 5.95 |[Earnings persh A 7.00
189| 216 216| 258 300 300| 324| 332 332 | 332| 332 334| 342 | 350 | 358 366 374 386 |DivdDecldpershBut| 455
651 672 944] 1029] 1392 1299 1333 1521 1818 1573 [ 1482 1679 [ 17.28 | 2207 | 2245| 2172 20.60 | 19.15 [Cap'l Spending per sh 19.00
3826 | 3571 4045| 4071 | 4207 | 4554 | 4753 | 5081 51.73 | 5400 | 5583 51.89 | 45.12 | 44.28 | 46.78 | 51.34 | 52.90 | 55.70 |Book Value per sh © 64.00
216.83 | 216.83 202.67 | 193.12 | 189.36 | 189.12| 178.75 | 176.36 177.81 | 178.37 [ 179.24 178.39 | 179.13 | 180.52 | 189.06 | 199.15 | 201.00 [ 204.00 | Common Shs Outst'g P | 210.00
15.1 16.3 143 19.3 16.6 120 1.6 9.1 1.2 132 129 125 10.9 15.0 138 16.5 | Bord figlres are |Avg Ann’l P/E Ratio 17.5
80 87 a7 102 1.00 80 74 57 7 74 68 63 57 75 .75 88 | ValuelLine | Relative PJE Ratio .95
32% | 30% 28%| 24% | 29% | 40%| 42% | 49% 49% | 51% | 45% 46% | 46% | 45% | 44% | 35% | "™ |AvgAnn'l Divid Yield 3.7%
CAPITAL STRUCTURE as of 6/30/20 11488 | 11229 10302 | 11391 | 12495 11513 | 10846 | 11074 | 11009 | 10879 | 10250 | 10300 |Revenues ($mill) 10600
Total Debt $21430 mill. Due in 5 Yrs $8321.8 mill. | 1270.3 | 13674 1091.9 | 9045 | 10600 1061.2 | 1249.8 | 9507 | 1092.1 | 12582 | 1020 | 1230 |Net Profit (Smill) 1490
LT Debt $18278 il oy interest SS00.0mil. - Tap7e. [17.3% 100% | 26.7% | 378%  22% | 11.3% | 18% | 18% | NVF | 160% | 21.0% Income Tax Rate 20%
Incl. $231.9 mill. of securitization bonds. o o o o o o o o o o o o . o
(LT nterest earned: 1.9x) 4% | 89% 119% | 10.0% | 93% 74% | 8.1% | 147% | 175% | 16.7% | 16.0% | 14.0% |AFUDC %to Net Profit | 13.0%
Leases, Uncapitalized Annual rentals $62.1 mil. | 56.3% | 522% 558% | 55.1% | 54.9% 57.8% | 63.6% | 63.6% | 63.2% | 62.0% | 63.0% | 63.0% |Long-Term DebtRatio | 59.5%
Pension Assets-12/19 $6271.2 mill. 421% | 464% 42.9% | 43.6% | 438% 40.8% | 355% | 35.5% | 35.9% | 37.1% | 36.0% | 36.0% |Common Equity Ratio | 39.5%
‘ Oblig $8406.2 mill. 20166 | 19324 21432 | 22100 | 22842 22714 | 22777 | 22508 | 24602 | 27557 | 29600 | 31425 |Total Capital (Smill 33800
5’0‘3 gg%cs"hizg“zgy"gs/" 'ggg’:ﬁf%g g‘(')'(‘) ahs, | 23048 | 25609 27290 | 27882 | 26723 27824 | 27921 | 29664 | 31974 | 35183 | 37075 | 38550 |Net Plant (Smil) 41700
8.75% 1.4 millshs, 5.375% all cum. without sink- | /7% | 85%  64% | 54% | 60% 60% | 69% | 57% | 58% | 59% | 50% | 50% Return on Total Cap'l 5.5%
ing fund. 144% | 148% 115% | 9.1% | 10.3% 11.1% | 15.1% | 11.6% | 12.0% | 12.0% | 9.5% | 10.5% |Return on Shr. Equity 11.0%
Common Stock 200,211,323 shs. as of 7/31/20 14.7% | 150% 11.6% | 9.2% | 104% 11.2% | 152% | 11.7% | 12.2% | 12.1% | 9.5% | 10.5% |Return on Com Equity E| 11.0%
MARKET CAP: $20 billion (Large Cap) 76% | 84% 52% | 30% | 44% 48% | 7.7% | 39% | 49% | 52% | 25% | 4.0% |Retainedto Com Eq 4.0%
ELECTRIC OPERATING STATISTICS 49% | 45%  56% | 68% | 58%  58% | 50% | 68% 61% | 58% 75% |  65% |All Div'ds to Net Prof 65%
Change Reta Sa\es KWH) 20:; 23:? 2911.2 BUSINESS: Entergy qupor_alic_n supplies electr_ic_ily to 2_.9_mi_||io_n dustrial, 27%; other, 9%. Generating sources: gas, 40%; nuc\e’a(,
Avg Indust. Use (MW} lg 1034 946 1070 | customers through subsidiaries in Arkansas, Louisiana, MISSvIS.SlppI, 28%; coal, 6%; _pu_rchased, 26%. Fuel costs: 30% of revenues. 19
Avg. Indust. Revs. per KWH(¢) 541 516 524 | Texas, and New Orleans (regulated separately from Louisiana). reported depreciation rate: 2.8%. Has 13,600 employees. Chairman
Capacity at Peak(Mwb 24279 23121 23887 | pigtributes gas to 202,000 customers in Louisiana. Has a nonutilty & CEO: Leo P. Denault. Incorporated: Delaware. Address: 639 Loy-
Aﬁmﬂfﬂmmw 16%; 2158; 21522 subsidiary that owns four nuclear units (two no longer operating). ola Avenue, P.O. Box 61000, New Orleans, Louisiana 70161. Tele-
% Change Customers ew -end) +6 +.6 +.8 | Electric revenue 38%; ial, 26%; in-  phone: 504-576-4000. Internet: www.entergy.com.
Fiad Chage Cov. () 169 95 165 | Entergy continues to exit most of its facing challenges by state regulatory com-

missions to its allowed return on equity,
which is set by the Federal Energy Regu-

of change (persh) 10 Yrs. 5Yrs. 10°23-25 L !

Revenues -5% -2.0% 5% | fared well for the past several years be- latory Commission. Our estimates and
‘;:Cas_h Flow” 3.9% .. 40% | cause of unfavorable conditions in the projections are based on no change to the
Di/rir(ljlgr?gs 28% 1:24: 70% | power markets, so the company has grad- allowed ROE, although Entergy has al-
Book Value 10% -25% 50% | ually been shutting and selling these ready taken a reserve for a possible re-

; facilities. Earlier this year, Entergy shut fund. When this matter will be resolved is

eﬁ::r Mg%ﬁRTEEII;Y:;%EVSEggS%“32231 c:;lr Indian Point Unit 2 in New York, and will unknown. . X

2017 | 2588 2618 3244 2624 | 11074 close Unit 3 in 2021. In 2022, the company We expect a dl\{ldend increase at the

2018 | 2724 2669 3104 2512 |1100 | Will shut the Palisades plant in Michigan. board meeting in the fourth quarter.

2019 | 2610 2666 3141 2462 |10879 | We are including the results of this busi- We think the directors will hike the quar-

2020 | 2427 2413 3010 2400 | 10250 | ness in our earnings presentation, even terly payout two cents a share (2.2%), the

2021 | 2600 2500 2900 2300 |10300| though Entergy excludes this from its same as in recent years. This is less than

Cak EARNINGS PER SHARE A Full share-net targets of $5.45-$5.75 in 2020 half the norm for utilities, but we expect
endar [Mar31 Jun30 Sep.30 Deci| Year and $5.80-$6.10 in 2021. Entergy esti- growth to accelerate beginning in 2021.

2017 % 207 201 25 | 519| Mmates that this business will lose $0.55 a Entergy’s service area was hit by a

2018 73 134 342 ‘39 | s5gg| share this year, so our 2020 profit esti- hurricane in late August. As we went to

2019 | 132 120 18 194 | 630| mate is $5.00 a share. Note that the com- press, the amount of the damage was still

2020 59 179 195 .67 | 5.00| pany has cut operating and maintenance being tallied. It is likely that the company

221 | 1.15 150 260 70 | 595| expenses by $100 million to offset the ef- will defer most of the costs for future re-

5 B fects of the weak economy on commercial covery.

eﬁs'a, ﬁg’:ﬁﬁmggID;ngZSAI%ecL 5:; and industrial kilowatt-hour sales. Entergy stock’s yield is about average

2016 | 85 85 85 87 342 Entergy faces a regulatory risk. Its for a utility. The equity offers solid total

017 | &7 &7 ‘87 ‘89 350 | System Energy subsidiary, which has return potential for the next 18 months,

2018 | 89 89 ‘89 o1 358 | ownership and leasehold interests in the but unspectacular prospects for the 3- to 5-

2019 | 91 9o 91 903 366 | Grand Gulf nuclear plant, sells power to year period.

2020 | 93 93 93 Entergy’s utilities. System Energy is Paul E. Debbas, CFA  September 11, 2020
(A) Diluted EPS. Excl. nonrec. losses: 05, 21¢; | in early Mar., June, Sept., & Dec. = Div'd rein- | original cost. Allowed ROE (blended): 9.95%; | Company’s Financial Strength B++
12, $1.26; '13, $1.14; '14, 56¢; '15, $6.99; '16, | vestment plan avail. T Shareholder investment | eamed on avg. com. eq., '19: 13.0%. Regula- | Stock’s Price Stability 90
$10.14; "17, $2.91; ’18, $1.25. Next eamings | plan avail. (C) Incl. defd charges. In '19: [ tory Climate: Average. Price Growth Persistence 25
report due late Oct. (B) Div'ds historically paid | $29.67/sh. (D) In millions. (E) Rate base: Net Earnings Predictability 60
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RECENT PIE Trailing: 19.4) (RELATIVE DIVD
EVERGY, INC. nvse.cure B 53,22 184G s 0,867 4.0% N |
TIMELINESS 3 Newgiti I T ] High: [ 6117 e78] 766 Target Price Range
SAFETY 2 Newdtdrts LEGENDS
-+ - - Relative Price Strength 128
TECHNICAL 5 Newgtzo | Opions: Yes
haded area indicates recession 96
BETA 100 (1.00= Market) 80
18-Month Target Price Range T Ill“"|o __________ 64
Low-High  Midpoint (% to Mid) I 28
$39-$95  $67 (25%) 32
2023-25 PROJECTIONS - 24
Ann’l Total B R
Price  Gain  Return Ea b * 16
8 iy R
oW __6 + 5.0. 7% % TOT. RETURN 8/20
Institutional Decisions THIS VL ARITH,
STOCK INDEX
oy 363 g aig| Lot 3 T ; iy 153 87 T
to Sell 278 302 312 | traded 12 [ ILLILT 3y — 176 [
Higs000) 191230185949 184926 M Syr — 456
Evergy, Inc. was formed through the merger | 2010 [ 2011 2012 [2013 |2014 [2015 2016 [2017 |2018 |2019 | 2020 | 2021 | ©VALUELINE PUB. LLC|23-25
of Great Plains Energy and Westar Energy - - -- -- -- -- 16.75 | 2271 | 21.80| 22.25 |Revenues per sh 24.50
in June of 2018. Great Plains Energy 489 | 7.18| 7.05| 7.65|“Cash Flow” persh 9.00
holders received .5981 of a share of Evergy 250 | 279| 275| 3.10 |Earnings persh A 350
for each of their shares, and Westar Energy 174 | 193| 205| 217 |Divd Decld persh Bm 255
holders received one share of Evergy for 419 534 7.00| 7.60 |CapTSpending persh 6.50
each of their shares. The merger was com- 39.28 | 37.82 | 3845| 3940 |Book Value per sh © 4225
pleted on June 4, 2018. Shares of Evergy 255.33 | 226,64 | 227.00 | 227.00 |Common Shs Outst'g P | 227.00
began trading on the New York Stock Ex- 227 | 218 | Bold figlres are |Avg Ann’l PJE Ratio 195
change one day later. 123 | 1.47| ValuelLine |Relative PJE Ratio 1.10
CAPITAL STRUCTURE as of 6/30/20 3% | 32% | P |avgAnmiDivdYield | 37%
Total Debt $10415 mill. Due in 5 Yrs $3294.4 mill 42759 | 5147.8 | 4950 | 5050 |Revenues ($mill) 5550
:.T Debt $9281.2 m_|II. LT Interest $378.3 mill. 5358 | 669.9 640 685 | Net Profit (Smill) 775
ncl. $47.9 mill. capitalized leases. 5 5 o = 5
(LT interest eamned: 3.1x) 9.8% | 12.6% | 13.0% | 13.0% |Income Tax Rate 13.0%
25% | 25% | 20%| 2.0% |AFUDC % to Net Profit 2.0%
Leases, Uncapitalized Annual rentals $20.5 mill. 40.0% | 50.6% | 51.5% | 52.5% |Long-Term Debt Ratio 53.5%
. . 60.0% | 49.4% | 48.5% | 47.5% |Common Equity Ratio 46.5%
Pension Assets-12/19 $1732.8 g'gh se7ia2mil 16716 | 17337 | 17950 | 18750 |Total Capital (Smill) 20500
Pld Stock Nons g2 mi 18952 | 19346 | 19950 | 20650 | Net Plant (Smill 22700
40% | 48% | 4.5% | 5.0% |Returnon Total Cap'l 5.0%
Common Stock 226,827,540 shs. 53% | 7.8% | 7.0% | 8.0% |Returnon Shr. Equity 8.5%
as of 7/31/20 . 53% | 78%| 7.0%| 80% |Returnon Com Equity E| 85%
MARKET CAP: $12 billion (Large Cap) 6% | 24% | 20% | 25% |Retainedto Com Eq 25%
ELECTRIC OPERATING STATISTICS 89% | 69% | 73% | 68% |AllDiv'ds to Net Prof 71%
% Change Retail Sales (KWH) 0;\]1 20,1: 2°p]2 BUSINESS: Evergy, Inc. was formed through the merger of Great other, 9%. Generating sources: coal, 54%; nuclear, 17%; pur-
Avg. Indust. Use(MWng NA NA | Plains Energy and Westar Energy in June of 2018. Through its sub-  chased, 29%. Fuel costs: 25% of revenues. '19 reported deprec.
éVQ‘ \ndus{.;e\as.l;;er WH (e) Nﬁ 7’\]/1 7’32 sidiaries (now doing business under the Evergy name), provides rate: 3%. Has 4,600 employees. Chairman: Mark A. Ruelle. Presi-
ngmyag Sﬁ?nm(erv; ) NA NA NA electric service to 1.6 million customers in Kansas and Missouri, in-  dent & Chief Executive Officer: Terry Bassham. Incorporated: Mis-
Annua\LoadFactov{%R NA NA NA | cluding the greater Kansas City area. Electric revenue breakdown: souri. Address: 1200 Main Street, Kansas City, Missouri 64105.
% Change Customers (yr-end) NA NA NA | residential, 37%; commercial, 35%; industrial, 12%; wholesale, 7%;  Tel.: 816-556-2200. Internet: www.evergyinc.com.
Fired Charge Cov. (%) NA 322 305 | Evergy has announced the result of necessarily higher rates or a lower quality
ANNUAL RATES _Past past Estd2019 | its strategic review. This arose from the of service. Whether this will affect the
ofchange (persh)  10¥rs.  5Yrs.  to'23’25 | stake (equivalent to 11.3 million shares) plan remains to be seen.
Revenues -- -- 15% | Elliott Management, an activist investor We raised our 2020 and 2021 share-
Eca?r?i':];"“’ ‘f,go/z group, took in January. Elliott pushed Ev- earnings estimates by $0.10 and $0.15,
Dividends .. 55% | ergy to explore options such as a sale or respectively. June-quarter profits topped
Book Value -- 2.0% | merger of the company, or an increase in our estimate by $0.10 a share, due in part
Cal- | QUARTERLY REVENUES ($ mill) Fun | capital spending aimed at adding renewa- to favorable weather patterns. Our revised
endar | Mar.31 Jun30 Sep.30 Dec.31| Year | ble generation. Evergy chose the latter op- estimate of $2.75 a share is within Ever-
2017 . . . . —.| tion. The company increased its five-year gy’s targeted range of $2.66-$2.96 a share
2018 | 6002 8934 15825 1199.8| 42759 capital budget by $1.4 billion, to $8.9 bil- (on a GAAP basis). Our estimate, and this
2019 | 12169 12217 1577.6 11316|5147.8/ lion. This will boost annual rate-base guidance, includes adviser fees and a
2020 | 1117 1185 1548 1100 |4950 | growth to 5%-6% from 3%-4% previously, charge for an early retirement program,
2021 | 1200 1200 1550 1100 | 5050 | which is lower than that of most utilities. which together are expected to amount to
Cal- EARNINGS PER SHARE A Fur | Wall Street was disappointed by the $0.24 a share. Without these costs in 2021,
endar |Mar.31 Jun30 Sep.30 Dec.31| Year | news. It’s not that increased capital profits should top the $3.00-a-share mark.
2017 | -- - - = . | spending, and much-greater rate-base We expect a dividend hike in the
2018 42 56 132 07 | 250| growth, is bad. The problem is that the fourth quarter. We look for a boost of
2019 39 57 156 28 | 279| market was hoping for a takeover. The $0.03 a share (5.9%) in the quarterly pay-
2020 31 59 155 .30 | 275| stock price has declined 15% since August out, and project healthy dividend growth
2021 45 65 165 .35 | 310| 3rd, the day before news broke about the over the 3- to 5-year period.
Cal- | QUARTERLYDIVIDENDSPADB= | Fy | company’s decision. This is unrelated to The stock’s dividend yield is about
endar |Mar31 Jun.30 Sep.30 Dec3i| Year | the upcoming retirement of Evergy’s chief average for a utility. Total return poten-
2016 |-- . . . . executive officer, Terry Bassham. tial is more attractive for the 18-month
2017 |-- .. .. - The regulatory commissions in Mis- span than for the 2023-2025 period. Note
2018 | 40 40 46 475 174 | souri and Kansas have opened invest- that the equity has a Timeliness rank now
2019 | 475 475 475 505 | 193 | igations into Evergy’s plan. The regula- that its trading history is long enough.
2020 | 505 505 tors want to ensure this won’t lead to un- Paul E. Debbas, CFA  September 11, 2020

(A) Diluted EPS. 19 earnings don’t sum to full- | Dividend reinvestment plan available. (C) Incl.
year total due to rounding. Next earnings report | intangibles. In '19: $4077.1 mill., $17.99/sh. | '18: 9.3%. Earned on average common equity, | Stock’s Price Stability
due early Nov. (B) Dividends paid in mid- | (D) In millions. (E) Rate base: Original cost |’19: 7.2%. Regulatory Climate: Average.

March, June, September, and December. ® | depreciated. Rate allowed on common equity
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Company’s Financial Strength B++
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Price Growth Persistence NMF
Earnings Predictability NMF
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RECENT Trailing: 25.5' | RELATIVE DIVD

EVERSOURCE ENERGY wvse.es 52" 89.49 o 24.6 (et B e 1.15 7% 26% i
mress 2 wonn | U] 253 £2] WS RS ST 41 %] B0 B B3| &Y %) Tage P g
SAFETY 1 Resedsiozts | LEGENDS

—— 0.80 x Dividends p sh - U

TECHNICAL 2 Lowered /1920 divided by Interest Rate g

.. Helanve rice Strength 160
BETA .90 (1.00 = Market) Options: Ye ,
" haded area indicates recession .

18-Month Target Price Range ~ e [ i 100
Low-High  Midpoint (% to Mid) — L B L e B ER s Ea 80
$57-6137  $97 (10%) i T s l 8

2023-25 PROJECTIONS S PP YL B 40
) Ann’l Total ' 20
Price  Gain Return RO o -

8 8 3% B S AP L BN . |20

Institutional Dem;ons : % TOT. RETURN 7120
302019 402019 10200 stock "WOEX

toBuy a7 8o  ap7| hoent 30 I fyr 218 7 7
to Sell 268 260 357 | yraded 10 LT , , 1 3y 620 99 [

HIFS(000) 265386 272541 263197 TR FRRRT RO ETAR AR TR RO TOTURCAC RO EREMNIRE HHH Sy 1116 3817
2004 | 2005 | 2006 2007 | 2008 | 2009 | 2010 | 2011 [2012 |2013 [2014 [2015 [2016 [2017 [2018 [ 2019 | 2020 [2021 | ©VALUELINE PUB. LLC|23-25

51.82 | 41.85| 4464 3727 | 37.22| 30.97| 2776 | 2521 | 19.98 | 23.16 | 2442 | 25.08 | 24.11 | 24.46 | 26.66 | 25.85 | 24.65 | 25.20 |Revenues per sh 27.25

500| 546| 369 482 616| 49| 568| 488 | 403| 522| 456 | 494 | 546 | 584 664 | 665| 6.80| 7.20|“CashFlow” persh 8.25
91 98 82 159 18| 191 210 222 | 189 | 249 | 258 | 276 | 296 | 311 325 | 345| 360| 375 EarningspershA 4.50
.63 .68 73 .78 .83 95 1.03 1.10 1.32 147 157 1.67 1.78 1.90 2.02 214 227 | 240 |Div'd Decl'd pershBm 285
485 5.89 549 714 8.06 517 5.41 6.08 4.69 462 5.06 5.44 6.24 741 7.96 8.83 8.90 8.10 |Cap’l Spending per sh 7.75
17.80 | 1846 | 18.14 1865| 19.38| 2037 | 21.60 | 2265 | 29.41 | 3049 | 3147 | 32.64 | 33.80 | 34.99 | 3625 | 3829 | 41.55| 43.55 |Book Value per sh € 49.00
129.03 | 131,59 | 154.23 156.22 | 155.83 | 175.62 | 176.45 | 177.16 | 314.05 | 315.27 | 316.98 | 317.19 | 316.89 | 316.89 | 316.89 | 329.88 | 345.00 | 349.00 |Common Shs Outst'g D | 361.00
208 198 271 187 137[ 120 134 164 199 169| 179 181 187 | 195 187 [ 22.1 | Bold figlres are |Avg Ann’l PIE Ratio 18.0
1.10 1.05 1.46 99 82 80 85 97 127 95 94 91 98 98 1.01 119 Valuef Line Relative P/E Ratio 1.00
33%| 35%| 33% 26% | 32% | 42% | 36% | 32% | 35% | 35% | 34% | 33% | 32% | 31% | 33% | 28% | UM Iayg Ann'I Divd Yield 3.5%

CAPITAL STRUCTURE as of 3/31/20 4898.2 | 44657 | 62738 | 7301.2 | 7741.9 | 7954.8 | 7639.1 | 7752.0 | 8448.2 | 85265 | 8500 | 8800 |Revenues (Smill) 9800
Total Debt $15654 mill. Due in 5 Yrs $5969.5 mill. | 3778 | 4003 | 5330 | 7937 | 8271 | 8860 | 9498 | 9955 | 10405 | 1121.0 | 1225 | 1320 |Net Profit ($mill) 1600
:f#?;‘;‘g;;g‘;;ggj{"é gI)'"‘e'es‘ $569.5 mill 36.6% | 29.9% | 34.0% | 35.0% | 362% | 37.9% | 36.9% | 36.8% | 21.7% | 19.7% | 20.0% | 20.0% |Income Tax Rate 20.0%
Leases, Uncapitalized Annual rentals $10.2 mil, |__7:1% | 8% | 2% | 14% | 24% | 2% | 39% | 47% | 6% | 63% | 60%| 50% AFUDC%toNetProfit | 4.0%
Pension Assets-12/19 $4968.6 mill 55.1% | 53.4% | 43.7% | 44.3% | 45.9% | 45.6% | 44.8% | 51.2% | 524% | 52.8% | 51.5% | 52.0% |Long-Term Debt Ratio | 53.0%

Oblig $6321.7 mill. | 43.6% | 45.3% | 554% | 54.8% | 53.2% | 53.6% | 54.4% | 48.2% | 46.9% | 46.6% | 48.0% | 47.5% |Common Equity Ratio 46.5%

Pfd Stock $155.6 mill. Pfd Div'd §7.6 mill 8741.8 | 8856.0 | 16675 | 17544 | 18738 | 19313 | 19697 | 23018 | 24474 | 27097 | 29800 | 31700 |Total Capital ($mill) 36200
Incl. 2,324,000 shs $1.90-53.28 rates ($50 par) not | g5577 | 10403 | 16605 | 17576 | 18647 | 19892 | 21351 | 23617 | 25610 | 27585 | 29675 | 31450 |Net Plant (Smill 36200
subject to mandatory redemption, call. at $50.50- 5 > o - o 5 o o o D 9 7
$54.00; 430,000 shs 4 25%.4.78% not subject 1o | 58% | 5%% | 42% | 55% | 53% | 55% | 58% | 52% | 52% | 51% | 50%| 50% RetumonTotal Capl | 55%
mandatory redemption, call. at $102.80-$103.63. 96% | 97% | 57% | 81% | 82% | 84% | 87% | 89% | 89% | 88% | 85%| 85% |Returnon Shr. Equity 9.0%
Common Stock 336,442,541 shs. as of 4/30/20 98% | 98% | 57% | 82% | 82% | 85% | 88% | 8.9% 9.0% | 88% | 85% | 85% |ReturnonComEquityE | 9.0%
MARKET CAP: $30 billion (Large Cap) 50% | 50% | 16% | 34% | 35% | 34% | 35% | 35% | 34% | 36% | 3.0%| 3.0% |RetainedtoCom Eq 3.0%
ELECTRIC OPERATING STATISTICS 49% | 50% | 72% | 59% | 58% | 61% | 60% | 61% | 62% | 60% | 63% | 64% |All Divids to Net Prof 65%
% Change Reta Sales (V1K) 2021(75 2,(0212 2031g BUSINESS: Eversource Energy (formerly Northeast Utilities) is the ~ supplies water to CT, MA, & NH Acg'd NSTAR 4/12; Aquarion
Avg. Indust. Use (MWH) A NA NA | parent of utilities that have 3.2 mill. electric, 540,000 gas, 229,000 12/17. Electric rev. W 54%; ial, 37%;
Avg. Indust. Revs. per KWH ¢) NA NA NA | water customers. Supplies power to most of Connecticut and gas to  industrial, 5%; other, 4%. Fuel costs: 36% of revs. '19 reported
gapﬁwztwﬂ{ﬂ"m) “ﬁ Nﬁ NA part of Connecticut; supplies power to 3/4 of New Hampshire's pop-  deprec. rate: 3.0%. Has 8,200 empls. Chairman, Pres. & CEO:
Agﬁua\u\ixad F‘gc?['):[;:’) NA NA NA | ulation; supplies power to western Massachusetts and parts of ~James J. Judge. Inc.: MA. Address: 300 Cadwell Drive, Springfield,
% Change Customers Eyr-end) +6 +5 +.7 | eastern Massachusetts & gas to central & eastern Massachusetts; MA 01104. Tel.: 413-785-5871. Internet: www.eversource.com.

Fired Cnarg Cor. (%) 427 319 319 | Eversource rea‘chex.i a regulatory set- estimates by $0.05 and $0.10,' respectively.
ANNUAL RATES _Past Past Estd’17-19 t!ement regarding its prgposed acqui- The weak economy has had little effect on
ofchange (persn)  10¥rs,  5¥rs, to'23'25 | Sition of a gas utility in Massachu- Eversource’s results because most of its
Revenues 30% 25% 10% | setts. The company agreed to pay $1.1 bil- utilities operate under regulatory mechan-
E(;?r?h Flow” %—8‘:& g-g‘;/; gg‘;/; lion in cash to NiSource for a utility with isms that decouple revenues and volume.
led'gr?gs 90% 70%  60% some 330,000 customers. Eversource Rate cases are pending in New Hamp-
Book Value 65% 35% 50% | raised over $500 million through the sale shire and Massachusetts. P.S. of New

of six million common shares, and will fi- Hampshire is seeking an electric hike of

S Lt o S baest| ¥4 | nance the remainder of the purchase with $70.4 million, based on a 10.4% ROE and

2017 (2105 1762 1988 1835 | 7752 debt. This is expected to be accretive to a 54.85% common-equity ratio. Aruhng is

2018 | 2088 1853 2071 2034 |sa4sq| earnings in the first 12 months after com- expected in November, retroactive to July

2019 | 2415 1884 2175 2050 |gs065| pletion. The settlement, if approved by the 1, 2019 (when an interim hike of $28.3

2020 | 2374 1953 2173 2000 | 8500 | state commission, would raise rates by $13 million took effect). NSTAR Gas filed for

2021 | 2450 2000 2250 2100 | 8800 | million in November of 2021 and $11 mil- $38 million, based on a 10.45% ROE and a

Cak EARNINGS PER SHARE A Ful lion in November of 2022. The allowed re- 54.85% equity ratio. New tariffs are ex-
endar |Mar31 Jun30 Sep.30 Dec.31| Year | tUrn on equity would be 9.7%, and the pected to take effect on November 1st.

2017 & 7 8 75 | 311| common-equity ratio would be 53.25%. Offshore wind projects offer long-

2018 85 76 ‘o1 73 | 305| Eversource has asked for an order by Sep- term profit potential. Eversource plans

2019 97 74 98 76 | 345| tember 30th. Note that NiSource would be to add 1,714 megawatts of capacity from

2020 | 1.01 75 99 .85 | 360| responsible for any liabilities resulting 2022 through 2024. Note, though, that off-

2021 | 1.05 80 1.02 .88 | 375| from an explosion in September of 2018. shore wind entails construction risk.

Cal- | QUARTERLY DIVIDENDS PAID B = Full Our _2020 and 2021 e::u'nings estimates Th_e price of this. timely stoc_k is up 5%
endar [Mar31 Jun30 Sep.30 Deci| Year | Fequire an explanation. These include this year. This is unusual in what is

2016 | 445 445 445 445 | 178 the dilutive effect of the shares that were shaping up as a bad year for utility issues.

2017 | 475 475 475 475 | 190 issued for the gas utility acquisition, but The dividend yield is well below the utility

2018 | 505 505 505 505 | 202| won't include that utility’s operations until mean, and 3- to 5-year total return poten-

2019 | 535 535 535 535 | 214 | the transaction is completed. Thus, we tial is low.

2020 | 5675 5675 have reduced our 2020 and 2021 share-net Paul E. Debbas, CFA August 14, 2020
(A) Diluted EPS. Excl. nonrecumng galns June, Sept., & Dec. » Div'd reinvestment plan 9.8%; in CT (elec.) 18, 9.25%; (gas) '1 Company’s Financial Strength A
(Iosses) 04, (7¢); 05, ($1.36); ‘08, (19¢); 10, | avail. (C) Incl. deferred charges. In *19: 9.3 10, 9.67%; eamed on avg. com Stock’s Price Stability 85
9¢; 19, (64¢). Next earings report due early | $28.16/sh. (D) In mill. (E) Rate allowed on |eq., '19: 92% Regulatory Climate: CT, Below | Price Growth Persistence 80
Nov. (B) Divds historically paid late Mar., | com. eq. in MA: (elec.) '18, 10.0%; (gas) '16, Average NH, Average; MA, Above Average Earnings Predictability 100
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RECENT Trailing: 13.1' |RELATIVE DIVD
EXELON CORP. oo.cc B 37.99 o 12.9 et 2)[Ems 0607 4% |
THENESS 3 Lowetare | L] S99 49T a34f 4o7f 78] s89] mea o7l 27l 414f sr2l s Target Price Range
SAFETY 3 Lowed5i520 | LEGENDS _
—— 0.81 x Dividends p sh
TECHNICAL 3 Raised8/14120 divided by Inerest Rate L 160
. Helanve rice Strength . 120
BETA .95 (1.00 =Market) Options: Ye 100
— haded area indicates recession
18-Month Target Price Range [; T . 80
Low-High  Midpoint (% to Mid) ’ 8
$29-861  $45 (20%) I L AT 4
202325 PROJECTIONS ST TP P RSP ECEON T h“" %
i Ann'l Total R - ' ! o
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2004 | 2005 | 2006 2007 | 2008 | 2009 | 2010 | 2011 [2012 |2013 [2014 [2015 [2016 [2017 [2018 [ 2019 | 2020 [2021 | ©VALUELINE PUB. LLC|23-25
2185 | 23.05| 2337 2862 2865| 2625 28.17 | 2853 | 27.48 | 29.03 | 31.90 | 32.01 | 3394 | 3481 | 37.17 | 3539 | 32.80 | 34.75 |Revenues per sh 40.50
5.68 6.19 6.71 743 7.64 8.25 8.32 723 6.61 6.72 6.61 6.80 7.01 8.37 8.24 8.96 8.90 9.50 |“Cash Flow” per sh 11.00
275 321 350 403 410| 429| 387 | 375 192| 231 210 | 254 | 180 | 278 207 | 3.0t 270 |  3.00 |Earnings per sh A 3.50
1.26 1.60 1.64 1.82 2.05 210 210 210 210 146 124 124 1.26 1.31 1.38 145 1.53 1.61 | Div'd Decl'd per shBm 1.90
2.89 325 361 4.05 474 4.96 5.03 6.09 6.77 6.29 7.07 829 9.26 7.87 7.84 745 8.30 7.25 | Cap’l Spending per sh 7.50
1419 | 1369 | 1489 1534 | 1678 | 19.16| 2049 | 21.68 | 2507 | 2652 | 26.29 | 28.04 | 27.96 | 30.99 | 31.77 | 3312 | 34.10 | 35.55 |Book Value per sh © 40.25
664.19 | 666.37 | 669.86 660.88 | 658.15 | 659.76 | 661.85 | 663.37 | 854.78 | 857.29 | 859.83 | 919.92 | 924.04 | 963.34 | 968.19 | 973.00 | 976.00 | 979.00 |Common Shs Outst'g O | 990.00
130 154[ 165 182 180| 115 110 113[ 191 134 160 126| 187 134 20.1 15.7 | Bold figlres are |Avg Ann'l PIE Ratio 145
69 82 89 97 1.08 N .70 il 122 75 84 .63 98 67 1.09 84 Valuef Line Relative P/E Ratio .80
35% | 32%| 28% 25% | 28% | 43% | 49% | 50% | 57% | 47% | 37% | 3.9% | 37% | 35% | 33% | 3.1% | M |ayg Anml Divd Yield 3.8%
CAPITAL STRUCTURE as of 3/31/20 18644 | 18924 | 23489 | 24888 | 27429 | 29447 | 31360 | 33531 | 35985 | 34438 | 32000 | 34000 |Revenues ($mill) 40000
Total Debt $40025 mill. Due in 5 Yrs $13745 mill. | 2567.0 | 2499.0 | 1579.0 | 1999.0 | 1826.0 | 2282.0 | 1677.0 | 2636.0 | 2010.0 | 29360 | 2615 | 2925 | Net Profit (Smill) 3510
m‘agg;%@sgégg‘ﬂ“ﬂb nre'gﬂ']f;:’;:;g;ﬁﬁg";gs 39.2% | 36.8% | 324% | 36.5% | 27.2% | 32.2% | 385% | 342% | 54% | 19.4% | 195% | 19.5% |Income Tax Rate 19.5%
(LT intorest eamed: 3.3 | 21%| 30% | 58% | 45% | 55% | 54% | 12.3% | 65% | 7.0%| 53% | 50%| 5.0% |AFUDC%toNetProfit | 40%
Leases, Uncapitalized Annual rentals $287 mill. | 46.8% | 45.0% | 46.8% | 44.4% | 46.7% | 48.3% | 55.5% | 52.2% | 528% | 49.6% | 52.0% | 50.5% |Long-Term DebtRatio | 50.0%
52.9% | 54.0% | 53.5% | 55.2% | 52.8% | 51.3% | 44.5% | 47.8% | 47.2% | 50.4% | 48.0% | 49.5% |Common Equity Ratio 50.0%
Pension Assets-12/19 $18590 mill. | 25651 | 26661 | 40057 | 41196 | 42811 | 50272 | 58053 | 62422 | 65229 | 63943 | 68075 | 70000 |Total Capital ($mill) 80300
Pld Stock None Oblig $22868 mill. | 941 | 3p570 | 45186 | 47330 | 52087 | 57430 | 71555 | 74202 | 76707 | 80233 | 82800 | 84025 |Net Plant ($mill 86400
11.4% | 10.6% | 51% | 59% | 53% | 55% | 41% | 53% | 42% | 57% | 5.0% | 55% |Returnon Total Cap’l 5.5%
Common Stock 974,407,848 shs. 188% | 17.3% | 7.3% | 8.7% | 8.0% | 88% | 65% | 88% | 65% | 9.1% | 80%| 85% |ReturnonShr.Equity | 9.0%
18.9% | 17.3% | 7.3% | 8.7% | 8.0% | 88% | 6.5% | 8.8% 65% | 9.1% | 80% | 85% |ReturnonCom Equity E| 9.0%
MARKET CAP: $37 billion (Large Cap) 87% | 77% | NMF | 32% | 33% | 45% | 19% | 47% | 22% | 47% | 3.5% | 4.0% |RetainedtoCom Eq 4.0%
ELECTRIC OPERATING STATISTICS 54% | 56% | 100% | 63% | 59% | 49% | 70% | 47% | 66% | 48% | 51% | 49% |All Div'ds to Net Prof 52%
% Change Reta Sales (V1K) 20313 20,\}2 Or\]g BUSINESS: Exelon Corporation is a holding company for Com- large comm'l & ind'l, 17%; other, 13%. Generating sources: nucle-
Avg. Indust. Use (MWH) NA NA NA | monwealth Edison, PECO Energy, Baltimore Gas and Electric, ar, 65%; other, 10%; purch., 25%. Fuel costs: 45% of revs. '19
Avg. Indust. Revs. per KWH (¢) NMF  NMF  NMF | Pepco, Delmarva Power, & Atlantic City Electric. Has 8.9 mill. elec., depr. rates: 2.8%-7.4% elec., 2.0% gas. Has 32,700 empls. Chair-
CaPﬂC‘1Y§IP93k1MW) “ﬁ Nﬁ Nﬁ 1.3 mill. gas customers. Has nonregulated generating & energy- man: Mayo A. Shattuck Ill. Pres. & CEO: Christopher M. Crane.
Load Fact (( NA NA NA | marketing ops. Acq'd Constellation Energy 3/12; Pepco Holdings Inc.: PA. Address: 10 S. Dearborn St., P.O. Box 805379, Chicago,
9% ChangeCustomevs (yrend) +9 NA NA | 3/16. Elec. rev. breakdown: res'l, 54%; small comm’l & ind'l, 16%;  IL 60680-5379. Tel.: 312-394-7398. Internet: www.exeloncorp.com.
Fied Chage Cov. (%) 282 236 257 | Exelon’s Commoanalth Edison unit $3.00-$3.30) because we include some
ANNUAL RATES _Past Past Estd’17-19 reached a § deal with the X U.S. ‘At- items that the company excludes from its
ofchange (persh) 10¥rs.  5¥rs. to'23'25 | tormey’s Office to resolve an investiga- definition of operating earnings.
Revenues 25% 40% 20% | tion of lobbying activities in Illinois. As usual, some rate cases are pending.
E(;?r?h Flow” L-g‘;ﬁv i-g‘;//o ‘;-g‘;ﬁ As part of a deferred prosecution agree- In Maryland, Baltimore G&E is seeking
led'gr?gs 3B 30%  55% ment, ComEd will pay a $200 million fine multiyear increases totaling $235.0 mil-
Book Value 65% 40% 4.0% | as a result of a bribery allegation involving lion, based on a 10.1% return on equity.
: the state government. This resolved some An order is expected in December. In
eﬁtal:r Maor%ﬁHTJEEhS%EVSEggg%(sB"elt)_m ;:;L uncertainty that was overhanging the Washington, D.C., Pepco is seeking multi-
2017 [ 857 7623 8769 8382 | 33531 stock, although investors should note than year increases totaling $}35.9 million,
2018 | 9693 8076 9403 8813 |35085 | an SEC investigation is ongoing. We ex- based on a 9.7% ROE. A ruling is expected
2019 | 9477 7689 8929 8343 |34438 | cluded the fine from our earnings presen- in November or December. In Delaware,
2020 | 8747 7322 8231 7700 |32000| tation as a nonrecurring item. Delmarva filed for electric and gas hikes
2021 | 9450 7500 8850 8200 | 34000 | This has been a difficult year for Ex- totaling $32.8 million, based on a 10.3%
Cak EARNINGS PER SHARE A Ful elon for other reasons. Unusually mild ROE. Decisions are due in 2021. Rate re-
endar |Mar31 Jun30 Sep.30 Dec.31| Year | Winter weather hurt the company’s earn- lief and a better economy should produce
2017 83 m % 56 | 278| ings —not just at the utility, but at the higher profits in 2021. We figure share net
2018 '60 56 76 16 | o207| nonutility operations as well. The corona- will rebound to about the 2019 level.
2019 93 50 79 79 | 301 virus will have just a modest negative ef- We suggest investors look elsewhere.
2020 60 73 .75 .62 | 270| fect on the bottom line because 70% of Ex- Exelon’s nonregulated businesses are oper-
2021 85 .60 .90 65 | 300| elon’s utility businesses operate under reg- ating in a tough environment. The divi-
Cal- | QUARTERLYDIVIDENDSPADB= | Funl ulatory mechanisms that decouple reve- dend yield, just slightly above the industry
endar [Mar31 Jun30 Sep.30 Deci| Year | UES and volume. Management has cut average, does not offer enough compensa-
2016 | 31 318 318 318 | 126 capital and operating costs in response. All tion for the risks. The stock price has
2017 | 3075 3075 3075 3975 | 131 told, we think earnings will fall well short declined 17% this year, in line with many
2018 | 345 345 345 345 | 13g| of the 2019 tally. Note that our estimate is electric companies. Total return potential
2019 | 3625 3625 625 625 | 145| well below Exelon’s guidance of $2.80- is just modest to 2023-2025.
2020 | 3825 3825 $3.10 a share (reduced from the initial Paul E. Debbas, CFA August 14, 2020

(A) Diluted egs. Excl. nonrec. gam (losses):
05, ($1.85); '06, ($1.15); 09,
13, (31¢); 14, 23¢; 16, (58¢); '17, $1.19; 2Q
20, (20¢). '18 EPS don’t sum due to rounding

(20¢);

12, (50¢}

Next earnings report due late Oct. (B) Div'ds | alld on com. eq. in IL in "15: 9.25%; in MD in
historically paid in early Mar., June, Sept., &
Dec. = Div'd reinv. plan avail. (C) Incl. deferred | 9.75%; earned on avg. com. eq.,
charges. In "19: $15.43/sh. (D) In mill. (E) Rate | Reg. Climate: PA, NJ Avg; IL, MD, Below Avg.
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ANNUAL RATES  Past

Past Est'd’17-19

of change (per sh) 10 Yrs. 5Yrs. t0'23-'25
Revenues -5% -- 1.5%
“Cash Flow” 5.0% 6.5% 4.5%
Earings 6.0% 11.0% 2.5%
Dividends 6.5% 7.0% 6.0%
Book Value 70%  85% 4.0%

Cal- QUARTERLY REVENUES (§ mill Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 | 2274 2015 1901 2111 | 8301
2018 | 2197 1947 2040 2206 | 8390
2019 | 2436 1970 2051 2326 | 8783
2020 (2391 2077 2100 2332 | 8900
2021 | 2500 2100 2200 2400 | 9200

Cal- EARNINGS PER SHARE 8 Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 72 62 66 66 | 2.66
2018 69 57 65 61 2.52
2019 .72 54 63 J7 | 268
2020 67 59 .64 .60 | 250
2021 72 .61 .66 .61 | 260

Cal- | QUARTERLY DIVIDENDS PAID C = Full
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year
2016 | 375 375 375 40 1.53
2017 | 40 40 40 425 1.63
2018 | 425 425 425 45 173
2019 | 45 45 45 4775 1.83
2020 | 4775 A775 4775

decline in 2020. The fourth-quarter com-
parison is difficult because last year the
company booked a $0.19-a-share credit to
reverse a reserve its ITC subsidiary took
for a possible refund of previously collected
revenues. Also, the average share count is
up significantly due to stock that was
issued in 2019. Another negative factor is
a delay in receiving rate relief in Arizona
(see below). The effects of the weak econo-
my have had just a modest effect on
Fortis, since only 18% of its revenues are
sensitive to fluctuations in commercial and
industrial volume. Because second-quarter
profits were slightly above our estimate,
we raised our full-year expectation a nick-
el a share, to $2.50.

We look for modest earnings growth
in 2021. Fortis should benefit from rate
relief at Tucson Electric Power and the
next step of a multiyear rate hike at Cen-
tral Hudson. ITC also obtains additional
revenues every year from a formula rate
plan that reflects its capital additions and
expected increases in most operating costs.
The company is awaiting a rate order
in Arizona, and another regulatory
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2004 | 2005 | 2006 2007 | 2008 | 2009 2011 [2012 [2013 2015 2017 2020 | 2021 | ©VALUELINE PUB. LLC|23-25
1199 | 1386 | 1414 1748 | 23.07| 21.24 21.01 19.84 | 19.07 | 1899 19‘57 2389 17‘03 1971 | 1958 | 18.96 | 19.10| 19.60 [Revenues per sh 2125
223 2.73 3.05 2.96 3.51 3.66 3.99 3.90 410 410 362 5.21 3.91 543 540 544 5.60 | 5.90 |“Cash Flow” per sh 7.00
101 119| 136 129 152| 151 162| 174| 165| 163 | 138 | 211 | 189 | 266 | 252| 268| 250 260 |Earnings persh B 3.00
.54 59 .67 82 1.00 1.04 112 117 1.21 1.25 1.30 143 155 1.65 1.75 1.86 1.97 |  2.08 |Div'd Decl'd per sh Cm 250
292 493 480 516| 534 579 589 591 568 532 600 797 513[ 78| 751 803 930 800 |CaplSpending per sh 6.75
1047 | 1176 | 1226 1672 | 18.00| 1857 | 1895 2053 | 20.84 | 22.39 | 2490 | 2863 | 32.32 | 31.77 | 3480 | 3649 | 37.86 | 39.20 |Book Value per sh P 43.75
95,53 | 103.20 | 104.09 15552 | 169.19 | 171.26 | 174.39 | 188.83 | 191.57 | 213.17 | 276.00 | 281.56 | 401.49 | 421.10 | 428.50 | 463.30 | 466.00 | 469.00 |Common Shs Outst'g E | 478.00
183 172 177 211 175[ 164 182[ 188[ 201 200| 243[ 10| 216 168 17.1[ 19.2| Bord figlres are [Avg Ann’I PE Ratio 225
81 92 96 112 1.05 1.09 1.16 1.18 128 1.12 1.28 91 113 84 92 1.03 Valuef Line Relative P/E Ratio 125
35% | 29%| 28% 30% | 38% | 42% | 38% | 36% | 36% | 38% | 39% | 38% | 38% | 37% | 41% | 36% | ™™= |avg Anm'l Divd Yield 3.7%
CAPITAL STRUCTURE as of 6/30/20 3664.0 | 3747.0 | 3654.0 | 4047.0 | 5401.0 | 6727.0 | 6838.0 | 8301.0 | 8390.0 | 8783.0 | 8900 | 9200 |Revenues (Smill) 10200
Total Debt $25002 mill. Due in 5 Yrs $5510 mill 3130 | 347.0 | 3620 | 390.0 | 3740 | 672.0 | 660.0 | 1174.0 | 1136.0 | 1238.0 | 1350 | 1405 |Net Profit ($mill) 1655
h‘z\%g;gfnsiﬁaémiltlg\ize:j:lreI:le;es' $950 mil. 17.2% | 183% | 141% | 74% | 146% | 21.3% | 16.9% | 25.8% | 134% | 125% | 14.0% | 14.0% [Income Tax Rate 14.0%
(LT interest earmed: 2 6x) : 42% | 55% | 50% | 59% | 7.2% | 74% | 10.0% | 95% | 84% | 92% | 9.0% | 8.0% |AFUDCS%toNetProfit | 7.0%
Leases, Uncapitalized Annual rentals $10 mill. 60.5% | 57.5% | 55.1% | 535% | 54.8% | 53.3% | 59.3% | 58.4% | 58.8% | 54.2% | 54.5% | 54.5% |Long-Term DebtRatio | 53.0%
335% | 36.9% | 35.1% | 37.0% | 35.7% | 38.1% | 36.2% | 37.1% | 37.2% | 41.8% | 41.5% | 41.5% |Common Equity Ratio | 43.5%
Pension Assets-12/19 $3208 mill. [ 9868.0 | 10513 | 11358 | 12892 | 19235 | 21151 | 35874 | 36108 | 40082 | 40445 | 42450 | 44075 |Total Capital ($mill) 48100
PId Stock $1623 mil. fd Divid $‘g§"{'g‘f3532 mil- | g762.0 | 9281.0 | 10249 | 12267 | 17816 | 19595 | 29337 | 29668 | 32654 | 33988 | 36875 | 39075 |Net Plant (Smill) 44500
’ ’ 50% | 50% | 48% | 46% | 34% | 45% | 2.8% | 45% | 41% | 44% | 45% | 4.5% |Return on Total Cap’l 4.5%
Common Stock 464,600,000 shs. 80% | 78% | 7.4% | 65% | 43% | 68% | 45% | 7.8% | 69% | 6.7% | 6.5% | 6.5% |Returnon Shr. Equity 7.0%
as of 7/29/20 86% | 82% | 7.9% | 7.0% | 45% | 74% | 45% | 83% | 72% | 69% | 6.5% | 6.5% |ReturnonCom Equity F| 7.0%
MARKET CAP: $24 billion (Large Cap) 28% | 43% | 37% | 32% | 1.7% | 45% | 21% | 52% | 41% | 40% | 3.0% | 3.0% |Retained to Com Eq 3.5%
ELECTRIC OPERATING STATISTICS % | 52% | 60% | 61% | 68% | 46% | 59% | 41% | 46% | 45% | 49% | 50% |All Div'ds to Net Prof & 51%
% Change Reta Sales (V1K) 20,\}Z 20,\12 0,\}2 BUSINE_SS: Fonis_ Inc.’s main focus is electricity, hydroelectri_c, and merc_ia\ real estate and hotel property assets in 2015. Acquired ITC
Avg. Indust. Use (MWH) NA NA NA | gas utility operations (both regulated and nonregulated) in the Holdings 10/16. Fuel costs: 29% of revenues. '19 reported deprec.
Avg. Indust. Revs. per KWH (¢) NA NA NA | United States, Canada, and the Caribbean. Has 2 mill. electric, 1.3 rate: 2.6%. Has 9,000 employees. Chairman: Douglas J. Haughey.
gggﬁm Eim&w “ﬁ ',:“ﬁ Nﬁ mill. gas customers. Owns UNS Energy (Arizona), Central Hudson ~ President & CEO: Barry V. Penry. Inc.: Canada. Address: Fortis
Annua\ Load Factor (4 NA NA NA | (New York), FortisBC Energy (British Columbia), FortisAlberta Place, Suite 1100, 5 Springdale St., PO Box 8837, St. John’s, NL,
% Change Customers eW -end) NA NA NA | (Central Alberta), and Eastern Canada (Newfoundland). Sold com-  Canada, A1B 3T2. Tel.: 709-737-2800. Internet: www.fortisinc.com.
Fied Chage Cov. (%) 231 208 204 | We estimate that Fortis’ earnings will proceeding is upcoming. Tucson Elec-

tric Power is seeking a hike of $99 million,
based on a return on equity of 10% and a
common-equity ratio of 53%. Originally,
the utility expected new tariffs to take ef-
fect in May of 2020, but coronavirus-
related disruptions have delayed the pro-
ceedings. Now, an order is expected by
yearend. Central Hudson plans to file a
rate application in New York.

We expect a dividend increase at the
board meeting later this month, paya-
ble in December. An announcement was
possible shortly after this report went to
press. We expect the directors to boost the
annual payout $0.11 a share (5.8%). Fortis’
goal for annual dividend growth is 6%
through 2024.

Timely Fortis stock has outperformed
most utility equities in 2020. The price
has declined just 3%. Investors like the
fact that Fortis has less exposure than
most utilities to the effects of the weak
economy. The dividend yield is about aver-
age for a utility. Total return potential is
more attractive for the 18-month span
than for the 3- to 5-year period.

Paul E. Debbas, CFA  September 11, 2020

(A) Also trades on NYSE under the symbol | don't sum due to chng. in shs. Next egs. report | mill. (F) Rates all'd on com. eq.: 8.3%-10.32%;
due late Oct. (C) Div'ds histor. paid in early | ear. on avg. com. eq., '19: 7.6%. Regul. Clim.:
FERC, Above Avg.; AZ, Avg.; NY, Below Avg.
(G) Excl. div'ds paid through reinvest. plan.

FTS. All data in Canadian $. (B) Dil. egs. Excl.
'14, 2¢; 15, | Mar., June, Sept., and Dec. = Div'd reinv. plan
48¢; '17, (35¢); "18, 7¢. 19, $1.12. 19 EPS | avail. (D) incl. intang. In "19: $35.01/sh. (E) In
© 2020 Value Line, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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18
% Chanﬂge Retail Sa\es 1KWH -9 +1.4 417
Avg. Indust, Use (M A NA NA
Avg. Indust. Revs, ’aer WH (¢) NA 640 6.39
Capacity at Peak ‘w A NA NA
Peak Load, Summer (Mw) NA NA NA
Annual Load Facor (%) NA NA NA
% Change Customers (yr-end) NA NA  +18
Fived Charge Cov. (%) 278 266 230

RECENT PIE Trailing: 38.3 ) | RELATIVE 39 DIVD 0/ VALUE
NEXTERA ENERGY NYSE-NEE PRICE 277.59 RATIO 29.7 Median: 18.0/ | PIE RATIO 1. YLD 2.1 (1 LINE
High: 60.6 56.3 61.2 722 89.8 | 110.8 | 112.6 | 132.0 | 159.4 | 184.2 | 245.0 | 285.6
TIMELINESS 3. ovecs 220 Low: | 415 490 | 586| 69.8| 84.0( 9371022 | 117.3 | 145.1 | 168.7 | 174.8 anrg:t Zgg: nggse
SAFETY 1 Raisea2io/ie LEGENDS
—— 0.87 x Dividends p sh 200
TECHNICAL 3 Lovered 81420 gvdedb Inerest Rate
- - Relative Price Strength .- 600
BETA .85 (1.00 = Market) Opions = 200
— haded area indicates recession ”
18-Month Target Price Range 2 400
Low-High  Midpoint (% to Mid) A zzoszozo=s 300
$189-5424  $307 (10%) TSR L 200
202525 PROJECTIONS I DY i L 150
otal ot
Price  Gain Return ' 100
o 338 “8% %% - 7
ow -5%, % ot + = o
Institutional Decisions lbudty | . . ™ ATOE:?”T;{,?&,
302019 402019 102020 [ pgcont ore et STOCK  INDEX |
toBuy 790 830 779 | shares - " lyr. 385 17 [
to Sell 616 666 841 | traded 1 N 1| TN 1 SRTONA 1) RTITY1| FPARTTIR A 11T 3yr.  107.0 99 [
Hid's(000) 382169 384664 379372 \ \ e ErA it Sy 2050 817
2004 [ 2005 [ 2006 | 2007 | 2008 [ 2009 | 2010 [2011 2012 [2013 [2014 [2015 [2016 [2017 2018 [2019 [2020 2021 | ©VALUELINE PUB. LLC[23-25
2827 | 3000| 3875 37.47| 4013 3782| 3639 | 3688 3362 | 3480 | 3842 | 37.93 | 3452 | 3651 | 3499 | 39.27 | 40.30 42.85 [Revenues per sh 49.50
560 6.18| 677| 685| 803| 875 962| 929 869 | 1054 | 1210 | 1292 | 1297 | 1211 | 1537 | 16.87 | 17.40 20.00 |“Cash Flow” per sh 2375
246| 232 323| 327| 407| 397| 474| 48 456 | 483 | 560 | 606 | 578 | 650 | 667| 7.76| 7.65  9.75 Eamings persh A 12.25
130 142| 150| 164 178| 189 200 220 240 | 264| 290 | 308 | 348 | 393 | 444| 500| 560 616 |DivdDecldpershBut| 8.20
375| 409 922| 1232| 1280| 1452| 1389 | 1593 2231 | 1536 | 1584 | 18.17 | 2059 | 2280 | 27.21 | 2515| 2640 26.55 |Cap'lSpendingpersh | 25.75
2025 | 21.52| 2449 2635 2857 3135| 3436 3592 37.90 | 4147 | 4496 | 4897 | 5201 | 59.89 | 7143 | 7567 | 77.60 81.25 |Book Value per sh © 98.75
372.24 | 394.85 | 405.40 | 407.35 | 408.92 | 41362 | 420.86 | 416.00 424.00 | 435.00 | 443.00 | 461.00 | 468.00 | 471.00 | 478.00 | 489.00 | 490.00 490.00 |Common Shs Outstg P | 505.00
136 179| 137| 189 145| 134| 108| 115 144 | 166| 17.3| 169 | 207 | 216 | 248| 268 | Boldfiguresare |AvgAnnlPJE Ratio 220
72 95| 74| 100 87| 89| 69| 72 9| 93| 91| 85| 109| 109 | 134 144| Vaeline |Relative P/E Ratio 1.20
39% | 34%| 34%| 27%| 30% | 35%| 39% | 40% 36% | 33% | 30% | 30% | 29% | 28% | 27% | 24%| "™ |ayg Anml Divd Yield 3.0%
CAPITAL STRUCTURE as of 6/30/20 | 15317 | 15341 14256 | 15136 | 17021 | 17486 | 16155 | 17195 | 16727 | 19204 | 19750 21000 |Revenues (Smill) 25000
Total Debt $46544 mill. Due in 5 Yrs $20425 mill. | 1957.0 | 2021.0 1911.0 | 2062.0 | 2465.0 | 2752.0 | 2693.0 | 3074.0 | 3200.0 | 3769.0 | 3765 4805 |Net Profit ($mill) 6270
LT Debt 842667 mil. LT Interest $1668 mill. 5140, 994% 26.6% | 26.9% | 32.% | 30.8% | 29.3% | 24.4% | 28.6% | 11.7% | 9.0%  9.0% |Income Tax Rate 9.0%
(LT interest earned: 3.5%) 44% | 44% 108% | 7.0% | 6.7% | 69% | 82% | 6.7% | 66% | 39% | 4.0% 3.0% |AFUDC %to NetProfit | 3.0%
55.5% | 58.2% 59.1% | 57.1% | 55.0% | 542% | 53.3% | 52.7% | 44.0% | 50.4% | 50.5% 51.0% |Long-Term DebtRatio | 49.5%
_ ) 44.5% | 41.8% 409% | 42.9% | 45.0% | 458% | 46.7% | 47.3% | 56.0% | 49.6% | 49.5% 49.0% |Common Equity Ratio | 50.5%
Pension Assets-12/19 $4800 mill. | 32474 ] 35753 39245 | 42009 | 44283 | 49255 | 52159 | 59671 | 60926 | 74548 | 77175 80850 |Total Capital (Smill) 98400
Pid Stock None Oblig $3363 mill | 39075 | 4490 49413 | 52720 | 55705 | 61386 | 66912 | 72416 | 70334 | 82010 | 90175 98200 |Net Plant (Smill 120800
74% | 70% 62% | 62% | 7.0% | 68% | 63% | 6.3% | 63% | 60% | 6.0% 7.0% |Return on Total Capl 7.5%
Common Stock 489,647,761 shs. 135% | 135% 11.9% | 11.4% | 124% | 122% [11.1% | 10.9% | 9.4% | 102% | 10.0% 12.0% |Returnon Shr.Equity | 12.5%
n 135% | 135% 11.9% | 11.4% | 124% | 122% | 11.1% | 10.9% | 9.4% | 10.2% | 10.0% 12.0% |Return on Com Equity E| 125%
MARKET CAP: $136 billion (Large Cap) 78% | 74% 56% | 52% | 60% | 61% | 44% | 44% | 32% | 3.7% | 25% 4.5% |Retainedto ComEq 4.5%
ELECTRIC OPERATING STATISTICS F 4% | 46% 53% | 54% | 51% | 50% | 60% | 60% | 66% | 64% | 73%  63% |All Div'ds to Net Prof 66%
2017 20

BUSINESS: NextEra Energy, Inc. (formerly FPL Group, Inc.) is a
holding company for Florida Power & Light Company (FPL) and
Gulf Power, which provide electricity to 5.5 million customers in
eastern, southern, & northwestern Florida. NextEra Energy Re-
sources is a nonregulated power generator with nuclear, gas, & re-
newable ownership. Has 60.8% stake in NextEra Energy Partners.

Rev. breakdown: residential, 55%; commercial, 35%; industrial &
other, 10%. Generating sources: gas, 73%; nuclear, 22%; other,
3%; purch., 2%. Fuel costs: 23% of revs. '19 reported depr. rate
(util.): 3.9%. Has 14,800 employees. Chairman, Pres. and CEO:
James L. Robo. Inc.: FL. Address: 700 Universe Blvd., Juno Beach,
FL 33408. Tel.: 561-694-4000. Internet: www.nexteraenergy.com.

ANNUAL RATES  Past

Past Est'd '17-'19

of change (persh) 10 Yrs. 5Yrs. 102325
Revenues -.5% 5% 5.0%
“Cash Flow” 6.5% 7.0% 8.0%
Earnings 6.5%  7.0% 10.0%
Dividends 95% 11.0% 10.5%
Book Value 9.0% 10.5% 6.0%
Cal- QUARTERLY REVENUES (5 mill Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 | 3972 4404 4808 4011 | 17195
2018 | 3857 4063 4416 4391 | 16727
2019 | 4075 4970 5572 4587 | 19204
2020 | 4613 4204 6000 4933 | 19750
2021 | 4800 4800 6300 5100 | 21000
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 | 190 168 179 113 [ 650
2018 | 206 164 210 88 | 6.67
2019 | 141 256 181 199 | 7.76
2020 86 259 245 1.75 | 7.65
2021 | 255 270 265 185 | 9.75

Cal- | QUARTERLY DIVIDENDSPAIDB =t | Fyil
endar |Mar31 Jun.30 Sep.30 Dec.31| Year
2016 | .87 87 87 87 348
2017 | 9825 9825 9825 .9825 | 3.93
2018 (111 111 111 A 4.44
2019 |125 125 1256 125 5.00
2020 |1.40 140

NextEra Energy stock is an outlier in
what has been a poor year for most
utility issues. The prices of most equities
in this industry have declined, and in
many cases by more than 10%. By con-
trast, NextEra’s quotation has surged
more than 15%. Investors like the compa-
ny’s combination of solid utility operations
that are earning healthy returns on equi-
ty, a growing nonutility subsidiary that is
focused on renewable energy, and strong
finances (Financial Strength: A+). Next-
Era’s acquisition of Gulf Power, in north-
ern Florida, is expected to add $0.15 and
$0.20 to share net this year and next,
respectively. Although we expect a modest
decline in share profits in 2020, this is be-
cause of first-quarter mark-to-market ac-
counting charges and losses on the nuclear
decommissioning trusts for NextEra’s non-
regulated nuclear units. We estimate
much-greater profits in 2021, in line with
management’s targeted range of $9.40-
$9.95 a share.

The weak economy hasn’t affected
NextEra much. The stay-at-home orders
boosted residential kilowatt-hour sales. On
the commercial side, even businesses that

were shut had to keep the air conditioning
on for building maintenance. And Florida
Power & Light has regulatory mechanisms
to offset the effects of any slump in
kilowatt-hour sales or increases in bad-
debt expense. Meanwhile, the coronavirus
has not hampered NextEra Energy Re-
sources’ renewable-energy efforts. In the
second quarter, this subsidiary added
1,730 megawatts to its backlog, which is
now 14,400 mw. This business now has
21,900 mw of generating capacity.
NextEra expects the Mountain Valley
Pipeline to be in service in early 2021.
The 31%-owned project has had significant
delays and cost increases due to litigation.
The company is now saying the total cost
is expected to be $5.4 billion-$5.7 billion,
up from $5.4 billion previously.

This top-quality stock is expensively
priced. The dividend yield is well below
the utility average, and not significantly
different from the median of all dividend-
paying issues under our coverage. With
the recent quotation within our 2023-2025
Target Price Range, total return potential
is low.

Paul E. Debbas, CFA August 14, 2020

(A) Diluted EPS. Excl. nonrecur. gains (losses):
11, (24¢); 13, (80¢); '16, 47¢; '17, 91¢; "18,

'13, 44¢."18 & '19 .
EPS don't sum due to rounding. Next earnings | vestment plan avail. (C) Incl. deferred charges.
© 2020 Value Line, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

$7.19; gain on disc. ops.:

report due late Oct. (B) Div'ds historically paid
in mid-Mar., mid-June, mid-Sept., & mid-Dec. = | split. (E) Rate allowed on com. eq. in '17 (FPL):
i 9.6%-11.6%; eamned on avg
10.6%. Regulatory Climate:

Divd reir

lan avail. in-

In "19: $18.26/sh. (D) In mill., adj. for stock

Company’s Financial Strength A+
Stock’s Price Stability 95
. com. eq., '19: Price Growth Persistence 100
Avg. (F) FPL only. | Earnings Predictability 75
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RECENT PEE Trailing: 14.2 ) | RELATIVE DIVD 0

OGE ENERGY CORP.nvseoce e 31,8630 15.0 (e ) i 0.701% 5.1% il |
TweLNess 3 s | IO | '63) 525| 05| 21| 29| B8 63| N3] %a| 82| B8 60 Target Price Range
SAFETY 2 Lowered 121815 | LEGENDS _

—— 0.76 x Dividends p sh
TECHNICAL 3 Lovered 51120 divide by Intre! e 160
.- .- Relative Price Strength / 120
BETA 105 (1.00 = Market) 2o spit 713 5 1%
18-Month Target Price Range | Shaded area indicates recession 80
Low-High  Midpoint (% to Mid) - - gg
$23-861  $42(30%) ¥ L — el | 40
2023-25 PROJECTIONS AL A el IR CCRRT vl 'll‘lu. %
) _ Ann'l Total T RAITYT
High Pélge ﬁf‘:rl/ B’ea}tgn Jl‘.l‘ll}l 2
o, o Sohte "o e,
Low__40 +25‘_’/°_l 10% r"%“h/ﬁ""l e — & — %TOT. RETURN8/20 |
Institutional Decisions LT s, S S e THS  VLARTHS
402019 102020 202020 | pgrcent 18 pest™ | by e ?;%Cr 'Ngi; .

NN Jawe o wera Tt o e T 1R T v 1 R sy o5 e [
Hids(000) 133273128589 129209 R TR R EEARDERER AR CRARRRR AR Sy 367 456
2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 2011 [2012 [2013 [2014 |2015 [2016 [2017 2018 [2019 [2020 | 2021 | ©VALUE LINE PUB. LLC|23-25

2737 | 3283 | 2196| 2068 | 21.77 | 1479| 19.04 1996 | 1858 | 1445 | 1230 | 11.00 | 1131 | 11.32 1137 | 11.15| 1050 | 171.50 |Revenues per sh 13.75

1.87 1.94 223 239 240 269 3.01 3.31 3.69 3.46 3.40 323 3.31 3.34 374 4.02 4.05 4.35 |“Cash Flow” per sh 5.00
89 92 123 132 125 133| 150 173 179 194 | 198 | 169 169 | 192 212 224| 210| 2.25|Earnings persh A 2.50
.67 67 .67 .68 .70 7 73 .76 .80 .85 .95 1.05 1.16 1.27 1.40 151 1.60 1.68 | Div'd Decl'd per shBm 1.95
151 165 267 304[ 401 437| 436 648 | 58 | 49| 286 | 274 | 331 413 287 318| 290| 3.65 |Cap’l Spending per sh 3.75
714 759| 879| 916 1014 | 1052| 1173 13.06| 14.00 | 1530 | 16.27 | 16.66 | 17.24 | 1928 20.06 | 20.69 | 18.25| 18.85 |Book Value per sh © 20.50
180.00 | 181.20 | 182.40 | 183.60 | 187.00 | 194.00 | 19520 196.20 | 197.60 | 198.50 | 199.40 | 199.70 | 199.70 | 199.70 199.70 | 200.10 | 200.00 | 200.00 |Common Shs Outst'g P | 200.00
141 149 137 138 124 108 133 144 15.2 177 183 177 177 183 165 19.0 | Bord figlres are |Avg Ann’l P/E Ratio 19.5
74 79 74 73 .75 72 .85 .90 97 .99 96 89 .93 92 89 1.02 Valuel Line Relative P/E Ratio 110
53%| 49%| 40%| 38% | 45% | 50% | 37% 3.4% | 29% | 25% | 26% | 35% | 39% | 36%  40% | 35% | UM | Ayg Anml Divid Yield 4.0%
CAPITAL STRUCTURE as of 6/30/20 3716.9 3915.9 | 3671.2 | 2867.7 | 2453.1 | 2196.9 | 2259.2 | 2261.1 2270.3 | 2231.6 | 2100 | 2300 |Revenues ($mill) 2750
Total Debt $3568.4 mill. Due in 5 Yrs $75.0 mill 2953 3429 | 3550 | 387.6 | 3958 | 3376 | 3382 | 3843 4255 | 4496 | 420| 450 |Net Profit (Smill) 505
:T_TT[’&';‘:S‘?;:E’;”‘"Z :-T Interest $154.4 mill 734 g5 30.7% | 26.0% | 26.9% | 30.4% | 29.2% | 305% | 325% 145% | 74% | 13.0% | 13.0% [Income Tax Rate 13.0%
! F 42K 57% 9.0% | 27% | 26% | 1.7% | 37% | 64% |150%  83% | 16% | 1.0%| 20% |AFUDC % to Net Profit 2.0%
Leases, Uncapitalized Annual rentals $6.2 mil. | 508% 516% | 50.0% | 43.1% | 46.0% | #4.3% | 41.1% | 41.7% 42.0% | 436% | 49.0% | 48.0% |Long-Term DebtRatio | 49.0%
49.2% 48.4% | 49.3% | 56.9% | 54.1% | 55.7% | 58.9% | 58.3% 58.0% | 56.4% | 51.0% | 52.0% |Common Equity Ratio 51.0%

Pension Assets-12/19 §530.3 mill. | 46525 53004 | 5615.8 | 5337.2 [ 5999.7 | 59716 | 5849.6 | 6600.7 69020 | 7334.7 | 7150 | 7265 |Total Capital (Smill) 8050

Ptd Stock None Oblig $616.9mill. | 64644 74740 | 83448 | 66728 | 6979.9 | 73224 | 76962 | 8330.9 86438 | 90446 | 9235 | 9545 |Net Plant (Smill 10325
78% 78% | 77% | 86% | 78% | 6.9% | 7.0% | 7.0% 73% | 71% | 7.0% | 7.0% |Return on Total Cap'l 7.5%
Common Stock 200,169,838 shs. 129% 134% | 12.8% | 128% | 122% | 102% | 9.8% | 10.0% 10.6% | 109% | 11.5% | 12.0% |ReturnonShr.Equity | 12.0%
12.9% 134% | 12.8% | 12.8% | 12.2% | 102% | 9.8% | 10.0% 10.6% | 10.9% | 11.5% | 12.0% |Return on Com Equity & | 12.0%

MARKET CAP: $6.4 billion (Large Cap) 6.7% 77% | 72% | 7.3% | 65% | 40% | 33% | 35% 38% | 36% | 3.0%| 3.0% |RetainedtoCom Eq 25%
ELECTRIC OPERATING STATISTICS 48% 43% 44% 43% 47% 61% 67% 64% 64% 67% 76% 74% |All Div'ds to Net Prof 78%
% Change Reta Sl (KWH) 2021-2’ ’i[gg "’Bﬂ? BUSINESS: OGE Energy Corp. is a holding company for Oklaho- ting sources: gas, 35%; coal, 15%; wind, 5%; purchased, 45%.
Avg. Indust. Use (MWH) NA NA NA | ma Gas and Electric Company (OG&E), which supplies electricity to ~ Fuel costs: 35% of revenues. '19 reported depreciation rate (utility):
Avg. Indust. Revs. per KWH (¢) 530 486 4.69 | 858,000 customers in Oklahoma (84% of electric revenues) and 2.7%. Has 2,400 employees. Chairman, President and Chief Exec-
Cgmm Zi?nkmev ‘WW) 6 4%6 68"%@ 68'\4/; western Arkansas (8%); wholesale is (8%). Owns 25.5% of Enable utive Officer: Sean Trauschke. Incorporated: Oklahoma. Address:
Annual Load Facior (4 NA NA NA Midstream Partners. Electric revenue breakdown: residential, 40%; 321 North Harvey, P.O. Box 321, Oklahoma City, Oklahoma 73101-

% Change Customers eyfeﬂdi +1.0 +9  +1.0 | commercial, 23%; industrial, 10%; oilfield, 9%; other, 18%. Genera-  0321. Telephone: 405-553-3000. Internet: www.oge.com.

Fied Chage Cov. (%) 315 292 335 | The price of Ena'ble Midstream Part- a decline in equity income from OGE’s
ANNUAL RATES Past past Estd’17-19] Pers stock continues to affect the st_a\ke in Enable. Oklahoma'Gas and Elec-
ofchange (persh)  10¥rs.  5Vrs.  to'2s’2s | Price of OGE Energy stock. OGE has a tric has held up well despite the corona-
Revenues 50% -55% 35% | 25.5% stake in the midstream natural gas virus problem. Oklahoma has a relatively
égir*:i':]':mw” ggz/; 128:? gg‘;/; master limited partnership. Enable has low unemployment rate, and OG&E re-
Divider?dss 70% 100% &0% | been hurt by reduced activity in the gas ceived permission to defer for future re-
Book Value 7.0%  5.5% 5% | and oil sector this year, so its units have covery its coronavirus-related costs in Ok-

lost nearly 50% of their value since the lahoma and Arkansas. A better economy

eﬁg:r QU‘;RTSELY HEVSESSE%(SB'ISL)N 5:;', start of 2020. The distributions that OGE ought to help earnings rebound in 2021.

2017 | 4560 5864 7168 5019 [22611| receives from Enable have been halved. In OG&E is awaiting a regulatory deci-

2018 | 4927 5670 6988 5118 |22703 | @ddition, OGE took a pretax charge of sion in Oklahoma. The utility is asking

2019 4900 5137 7554 4725 |29316 | $780 million in the first quarter to write the state regulators to approve an $810

2020 | 4313 5035 7152 450 |2100 | down the value of its stake in Enable. million grid modernization plan. The com-

2021 |500 550 750 500 |2300 | (There will be tax adjustments throughout pany wants to recover the costs through a

Cal- EARNINGS PER SHARE A Fall the remainder of 2020, and the company rider (surcharge) on customers’ bills. A
endar [Mar31 Jun30 Sep.30 Dec31| Year | €XPects the aftertax nonrecurring charge ruhpg'ls expgcted by ye:are.nd. X

2017 18 5 % 0 To0 fpr the full year to amount to $590 mil- A dividend increase is likely later this

2018 ‘7 55 102 27 | 2142| lion.) The price of OGE stock has fallen month, effective with the October

2019 | 24 50 125 95 | 204| 28% this year, making this one of the payment. We estimate a boost of $0.09 a

2020 23 51 113 .23 | 210| worst-performing equities in the electric share (5,8%) in the annual disbursement,

2021 25 55 120 25 | 225| utility industry. and project similar dividend growth over

N Bu We cut our 2020 earnings estimate by the 3- to 5-year period.

eﬁslar Mg:’:? TE]T;‘I_;I]VlosiNE%SOPAISe&31 VF:a"r $0.05 a share, to $2.10. June-quarter This stock has an attractive yield. This

2016 | 275 275 275 3095 | 143 profits were a bit below our estimate. Our is more than one percentage point above

2017 | 3025 3025 3025 3395 | 124 | revised estimate is near the low end of the utility average. Total return potential

2018 | 3325 3305 3325 365 135| OGE’s targeted range of $2.08-$2.18 a is strong for the 18-month period and re-

2019 | 365 365 365 3875 | 148| share, which is unchanged. Earnings are spectable for the pull to 2023-2025.

2020 | 3875 3875 .3875 likely to fall short of the 2019 tally due to Paul E. Debbas, CFA  September 11, 2020
(A) Diluted EPS. Excl. nonrecurring gain rounding. Next earnings report due early Nov. | mill., adj. for split. (E) Rate base: Net original Company’s Financial Strength A
(losses): 04, (3¢); 15, (33¢); '17, 21 18;'19, [ (B) Div'ds historically paid in late Jan., Apr., cost. Rate allowed on com. eq. in OK in "19: Stock’s Price Stability 80
(8¢); 20, ($2.95); gains on discont. ops.: '05, | July, & Oct. m Div'd reinvestment plan avail. (C) | 9.5%; in AR in '18: 9.5%; earmned on avg. com. | Price Growth Persistence 40

Incl. deferred charges. In '19: $1.53/sh. (D) In" | eq., '19: 11.0%. Regulatory Climate: Average. | Earnings Predictability 85
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ANNUAL RATES  Past

Past Est'd’17-19

exploring strategic alternatives for
the non-nuclear generating assets of
its PSEG Power nonutility subsidiary.
This includes more than 6,750 megawatts
of fossil-fueled (mainly gas) plants and a
467 mw solar portfolio. PSEG Power is ex-
pected to produce roughly 20% of corporate
profits this year. How much of this
amount comes from the non-nuclear plants
is unknown. A sale of these assets would
be appealing to management because this
would reduce the company’s business risk
and earnings volatility. PSEG expects the
process to be completed in 2021, and that
it would use the sale proceeds to retire
debt at PSEG Power. PSEG does not ex-
pect the move to affect its dividend policy.

Public Service Electric and Gas, the
regulated utility, has good prospects.
Although lockdowns and economic slump

have hurt kilowatt-hour sales, the utility
has cut costs to offset this. PSE&G is de-

of change (persh) 10 Yrs. 5Yrs. t0'23-'25
Revenues -3.0% -1.0% 2.5%
“Cash Flow” 2.0% 2.0% 4.5%
Earnings 1.0%  4.0% 5.0%
Dividends 35% 45%  4.0%
Book Value 6.0%  4.5% 5.0%
Cal- QUARTERLY REVENUES (§ mill Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 | 2647 2155 2263 2096 (9161.0
2018 | 2818 2016 2394 2468 [9696.0
2019 | 2980 2316 2302 2478 [10076
2020 | 2781 2050 2200 2369 | 9400
2021 | 2900 2100 2300 2500 | 9800
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2017 94 69 .78 42 | 2.82
2018 | 1.10 53 81 32 | 276
2019 | 1.38 86 .80 86 | 3.90
2020 .88 .89 .98 .65 | 340
2021 | 1.15 .80 1.00 .65 | 3.60

Cal- | QUARTERLY DIVIDENDS PAID Bt | Fup
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2016 | 41 4 4 4 1.64
2017 | 43 43 43 43 1.72
2018 | 45 45 45 45 1.80
2019 | 47 47 47 47 1.88
2020 | 49 49

ferring for future recovery coronavirus-
related expenses. Much of the utility’s cap-
ital expenditures are recoverable contem-
poraneously through regulatory mechan-

isms, instead of by filing a general rate

RECENT PE Trailing: 15.9') |RELATIVE 0 69 DIVD 3 0/
P.S. ENTERPR'SE GP. NYSE-PEG PRICE 54-47 RATIO 14.8 Median: 14.0/| PIE RATIO U YLD .7 0
High:| 34.1 349 355| 34.1| 37.0| 438| 444 | 474 | 533| 567 | 639 621 i
TMELNESS 3 oo | POV 380 388 3351 S45| %9 3| %s| 8| 83| %7 N5| B E%rggt ;3;: Ra(r)\gse
SAFETY 1 Resegttoane | LEGENDS
—— 0.72 x Dividends p sh 200
TECHNICAL 5 Lovered 1420 divided by Interest Rate -
-+ .. Relative Price Strength = 160
BETA .90 (1.00=Market) 2dort spit 2108 K
18-Month Target Price Range | Shaded area indicates recession .
Low-High  Midpoint (% to Mid) i
$39.982  $61(10%) YR i T
2023-25 PROJECTIONS ;T'H{ g |
X ~ Ann'l Total JSVRLLIN MALITIIIEY L 20
Price  Gain Return
s R % -
o5 o __2% A o % TOT. RETURN 7120
Institutional Decisions THIS VL ARITH®
302019 402019 102020 STOCK INDEX |
Doy G 415 35| e 20 - : \ owo s 89
0 Sel traded 10 —roitht Ly , T TIPSO , . . 9 [
Hd{o) 953397 351150 339220 | ' T A A R TRREFTRERA TR KR A O CTRR AL Sy 607 317
2004 | 2005 | 2006 2007 | 2008 | 2009 | 2010 | 2011 [2012 [2013 [2014 [2015 [2016 [2017 [2018 [2019 [2020 [2021 | ©VALUE LINE PUB. LLC|23-25
2309 | 2474 | 2407 2528 | 27.94| 2457 | 2331 | 2242 | 1933 | 1971 | 2152 | 20.61 | 1822 | 18.14 | 19.24 | 19.99 | 18.60 | 19.40 |Revenues per sh 22.00
3.02 342 391 4.36 468 4.98 527 5.36 487 517 5.82 6.15 5.07 5.30 544 6.76 6.35| 6.65 |“Cash Flow” per sh 7.50
152 179| 185 259| 290| 308| 307 311 244 | 245| 299 | 330 | 28| 282 276 | 390 | 340| 360 Earnings persh A 425
1.10 1.12 1.14 117 1.29 1.33 1.37 137 142 144 148 1.56 1.64 1.72 1.80 1.88 1.96 |  2.04 |Div'd Decl'd per sh B wt 230
264 2,04 2,01 265 350 355 427 412 5.09 5.56 5.58 765 8.32 8.30 7.76 6.28 5.65| 5.25 |Cap'l Spending per sh 525
1205 11.99| 1335 1435| 1536 | 17.37| 19.04 | 20.30 | 21.31 | 22.95 | 24.09 | 2586 | 26.01 | 27.42 | 2853 | 29.94 | 31.35| 32.90 Book Value per sh© 38.50
476.20 | 502.33 | 505.29 50852 | 506.02 | 505.99 | 505.97 | 505.95 | 505.89 | 505.86 | 505.84 | 505.28 | 504.87 | 505.00 | 504.00 | 504.00 | 505.00 | 505.00 |Common Shs Outst'g P | 505.00
143 165 178 165[ 136| 100[ 104 104 128| 135 126 124| 1563 | 163 187 [ 15.1 | Bold figlres are |Avg Ann’l PIE Ratio 14.0
.76 88 96 88 82 67 66 65 81 .76 66 62 80 82 1.01 81 Valuef Line Relative P/E Ratio .80
51% | 38%| 35% 27% | 33% | 43% | 43% | 42% | 46% | 44% | 39% | 38% | 38% | 37% | 35% | 32% | M |ayg Anml Divd Yield 3.8%
CAPITAL STRUCTUBE as of 6/30/20 ’ 11793 | 11343 | 9781.0 | 9968.0 | 10886 | 10415 | 9198.0 | 9161.0 | 9696.0 | 10076 | 9400 | 9800 |Revenues (Smill) 11150
Total Debt $16838 mill. Due in 5 Yrs $8233 mil. | 1557.0 | 1577.0 | 1239.0 | 1243.0 | 1518.0 | 1679.0 | 1436.0 | 1431.0 | 1399.0 | 1979.0 | 1730 | 1825 |Net Profit ($mill) 2145
:f#?;‘;‘g;f;‘r"g;{"s 1)(;-T Interest §505 mill. 405% | 404% | 362% | 395% | 38.2% | 87.4% | 31.7% | 37.8% | 223% | 159% | 14.5% | 14.5% |Income Tax Rate 9.0%
s 55% | 27% | 48% | 46% | 45% | 55% | 84% [106% | 9.8% | 55% | 8.0% | 7.0% |[AFUDC % to Net Profit 6.0%
Leases, Uncapitalized Annual rentals $44 mil. 44.8% | 42.1% | 38.3% | 40.4% | 40.4% | 40.3% | 453% | 46.6% | 47.8% | 47.7% | 48.0% | 48.5% |Long-Term DebtRatio | 50.0%
i ’ 55.2% | 57.9% | 61.7% | 59.6% | 59.6% | 59.7% | 54.7% | 534% | 52.2% | 52.3% | 52.0% | 51.5% |Common Equity Ratio 50.0%
Pension Assets-12/19 $5929 mill. | 17452 [ 17731 | 17467 | 19470 | 20446 | 21900 | 24025 | 25915 | 27545 | 28832 | 30475 | 32275 |Total Capital (Smill) 38700
Pid Stock None Oblig $6892 mil. | 16390 | 17849 | 19736 | 21645 | 23589 | 26539 | 29286 | 31707 | 34363 | 35844 | 37300 | 38475 | Net Plant (Smill 41700
104% | 102% | 8.1% | 7.5% | 84% | 86% | 6.8% | 64% | 6.0% | 7.8% | 6.5% | 6.5% |Returnon Total Cap’l 6.5%
Common Stock 505,755,584 shs. 16.2% | 154% | 11.5% | 10.7% | 125% | 12.9% | 109% [10.3% | 9.7% | 13.1% | 11.0% | 11.0% |Return on Shr.Equity | 11.0%
as of 7/21/20 - 16.2% | 15.4% | 11.5% | 10.7% | 12.5% | 12.9% | 10.9% | 10.3% | 9.7% | 13.1% | 11.0% | 11.0% |Return on Com Equity E | 11.0%
MARKET CAP: $28 billion (Large Cap) 90% | 86% | 4.8% | 44% | 63% | 68% | 46% | 41% | 34% | 68% | 4.5% | 50% |RetainedtoCom Eq 5.0%
ELECTRIC OPERATING STATISTICS 45% | 44% | 58% | 59% | 49% | 47% | 58% | 61% 65% | 48% | 57% | 56% |AllDiv'ds to Net Prof 54%
% Change Reta Sales (V1K) 20213 2,(0213 0218 BUSINESS: Public Service Enterprise Group Incorporated is a  The company no longer breaks out data on electric and gas operat-
Avg. Indust. Use (MWH) NA NA NA | holding company for Public Service Electric and Gas Company ing statistics. Fuel costs: 33% of revenues. 19 reported deprecia-
Avg. Indust. Revs. per KWH(¢) NA NA NA | (PSE&G), which serves 2.3 million electric and 1.8 million gas cus- tion rates (utility): 1.9%-2.5%. Has 13,000 employees. Chairman,
gapﬁw?z%kww}m 9569 99"% 97’\;'3 tomers in New Jersey, and PSEG Power LLC, a nonregulated President & Chief Executive Officer: Dr. Ralph Izzo. Inc.: New Jer-
Aﬁﬁua\u\ixéd #g‘c%?{im W) NA NA NA | power generator with nuclear, gas, and coal-fired plants in the sey. Address: 80 Park Plaza, P.O. Box 1171, Newark, New Jersey
% Change Customers eavg‘; NA NA NA | Northeast. PSEG Energy Holdings is involved in renewable energy.  07101-1171. Telephone: 973-430-7000. Internet: www.pseg.com.
Fied Chage Cov. (%) 503 413 361 | Public Service Enterprise Group is case. These stem from programs to harden

the electric and gas system and modernize
the gas operations. Increased spending on
electric transmission is also benefiting the
company’s earning power. Unrealized
gains on PSEG’s nuclear decommissioning
trusts made June-quarter results better
than we expected, so we raised our earn-
ings estimate by $0.20 a share, to $3.40.
We look for a 6% profit increase in 2021,
as continued growth at PSE&G should
outweigh the effects of difficult market
conditions at PSEG Power. Note that our
estimates include the assets that PSEG
wants to sell.

Finances are strong. The common-
equity ratio is healthy, and PSEG has no
need to issue equity over the 3- to 5-year
period. The fixed-charge coverage is well
above the norm for utilities. The compa-
ny’s Financial Strength rating is A++, our
highest.

This high-quality equity has a divi
dend yield that is average for a utili-
ty. Total return potential is about average
for the next 18 months, but unexciting for
the 3- to 5-year period.
Paul E. Debbas, CFA

August 14, 2020

(A) Diluted EPS. Excl. nonrecur. gains (losses): | ‘06, 12¢; '07, 3¢; 08, 40¢; '11, 13¢. "17 EPS | avail. (C) Incl. intang. In '19: $7.59/sh. (D) In
don’t sum due to rounding. Next egs. report | mill., adj. for split. (E) Rate base: Net orig. cost.

06, (35¢); ‘08, (96¢); ‘09, 6¢; 11, (34¢); '12,

7¢; 16, (30¢); 17, 28¢ (net); 18,

8¢; "1

(62¢); gains (loss) from disc. ops.: '05, (33¢);

© 2020 Value Line, Inc. All rights reserved. Factual

Mar., June, Sept.,, & Dec. = Div'd reinv. plan

9, [ due late Oct. (B) Divids histor. paid in late | Rate alld on com. eq. in '18: 9.6%; earned on
avg. com. eq., "19: 13.2%. Regul. Climate: Avg.
material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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RECENT PE Trailing: 17.9') |RELATIVE DIVD

SEMPRA ENERGY wvsesre |7 120.17 o 16.7 Gelizi)| it 0.81 %0 3.6% i |
menes T e | 19 7 ] el el 0l ] | ) Rl el Y| S Tagt £ e
SAFETY 2 Resed7296 | LEGENDS

—— 0.90 x Dividends p sh 640
TECHNICAL 3 aised 6520 divided by Inerest Fate
-+ Relative Price Strength = 480
BETA .95 (1.00 = Market) Options: Yes - 400
18-Month Target Price Range haded area indicates recession . 290
Low-High  Midpoint (% to Mid) v 2(4]8
$96-$219  $158 (30%) 'I , II .......... b
X — L™ e | | |TTTTTtTett 120
2023-25 PROJECTR':’ISTOMI ‘"{-I,-'. S S ||
Price  Gain  Return ST 80
8 G B e
o) 0 TS N T A o
Institutional Decisions @ I||| IILHL!:'—'IM I:!.. ..-""-"' O T et ATOIT';ETUT&’,?&_.
302019 402019 10200 o STOCK  INDEX

toBuy 0368 ﬂ424 l]331 Porcent 24— T iy 13 51
toSell 293 276 425 | yraded PV TPOTY Y O T PO | NP TR NSNS | 111 YOI PRI A 3yr. 150 68 [

HIF(000) 253080 248880 245315 T TR T PR R RO Sy 379 244
2004 | 2005 | 2006 2007 | 2008 | 2009 | 2010 | 2011 [2012 |2013 [2014 [2015 [2016 [2017 [2018 [ 2019 | 2020 [2021 | ©VALUELINE PUB. LLC|23-25

40.18 | 4564 | 4489 4379 | 4421 | 3288 | 3744 | 41.83 | 30.80 | 43.18 | 44.80 | 41.20 | 40.71 | 4459 | 4269 | 37.12 | 38.00 | 36.90 |Revenues per sh 41.25

6.58 5.96 6.74 6.93 7.40 7.94 7.76 8.58 8.92 8.87 941 | 10.32 950 [ 1057 | 11.07 | 11.14 | 12.65| 1295 |“Cash Flow” per sh 15.75
393 | 352| 423 426 443| 478| 402| 447| 435| 422| 463 | 523 | 424 | 463 548 | 597 7.20 | 7.75 |Earnings per sh A 9.50
1.00 1.16 1.20 124 137 1.56 1.56 1.92 240 252 264 2.80 3.02 329 3.58 3.87 4.18 4.50 |Div'd Decl'd pershBw 5.60
462 5.46 7.28 770 8.47 7.76 858 | 11.85| 1220 | 1052 | 1268 | 1271 [ 1685 | 1571 | 1382 | 1271 | 18.10| 16.00 |Cap’l Spending per sh 12.00
20.78 | 23.95| 2866 3187 | 32.75| 36.54| 37.54 | 41.00 | 42.42 | 4503 | 4598 | 4756 | 51.77 | 50.41 | 54.35| 60.58 | 72.40 | 77.00 |Book Value persh € 88.75
234.18 | 257.19 [ 262.01 261.21 | 243.32 | 246.51 | 240.45 | 239.93 | 242.37 | 244.46 | 246.33 | 248.30 | 250.15 | 251.36 | 273.77 | 291.71 | 300.00 | 325.00 |Common Shs Outst'g O | 340.00
86| 18| 115 140 118 101 126 118 149 197[ 219| 197 244| 243 204 | 225 | Bold fighres are |Avg Ann’l PIE Ratio 175
45 .63 62 74 il 67 80 74 95 i 1.15 99 128 122 1.10 121 Valuef Line Relative P/E Ratio 95
20% | 28%| 25% 21% | 26% | 32% | 31% | 36% | 37% | 30% | 26% | 27% | 29% | 29% | 32% | 29% | ™ |ayg Anm'l Divd Yield 3.4%

CAPITAL STRUCTURE as of 3/31/20 9003.0 | 10036 | 9647.0 | 10557 | 11035 | 10231 | 10183 | 11207 | 11687 | 10829 | 11400 | 12000 |Revenues (Smill) 14000
Total Debt $28019 mill. Due in 5 Yrs $12723 mill. | 1008.0 | 1088.0 | 1079.0 | 1060.0 | 1162.0 | 1314.0 | 1065.0 | 1169.0 | 1607.0 | 1825.0 | 2400 | 2590 | Net Profit ($mill) 3410
hﬂ";?;fg?;iﬁa i Imerest $798 mil. 265% | 25.3% | 18.2% | 265% | 19.7% | 19.2% | 144% | 245% | 20.1% | 17.9% | 18.0% | 18.0% |Income Tax Rate 18.0%
(LT interestcamon. 3300 11.3% | 15.2% | 17.2% | 11.2% | 144% | 153% | 22.2% | 219% | 126% | 100% | 80% | 7.0% |AFUDC %toNetProfit | 6.0%
Leases, Uncapitalized Annual rentals $75 mill 49.4% | 504% | 52.8% | 505% | 51.7% | 52.6% | 52.7% | 56.4% | 55.7% | 51.0% | 48.0% | 46.5% |Long-Term Debt Ratio | 43.5%
Pension Assets-12/19 $2662 mill. 49.6% | 49.2% | 46.7% | 49.4% | 48.2% | 47.3% | 47.3% | 43.5% | 38.4% | 43.4% | 47.0% | 51.5% |Common Equity Ratio 51.5%

’  Oblig $3768 mill. | {3186 | 20015 | 22002 | 22281 | 23513 | 24963 | 27400 | 29135 | 38769 | 40734 | 46175 | 48675 |Total Capital (Smill) 58500

Pfd Stock $2278 mill. Pfd Divid $142mill. 19876 | 23572 | 25191 | 25460 | 25002 | 28039 | 32931 | 36503 | 36796 | 36452 | 40200 | 43625 |Net Plant (Smill 49900
17.25 mill. shs. 6% mandatorily convertible pfd.; o o o = 5 B o B o 5 2 T
5.75 mil.sho. 6.75% mandatorly convertblepid; | 08% | 67% | 61% | 60% | 61% | 64% | 50% | 5.1% | 5.1%| 55% | 60% | 6.5% [RetumonTotalCapl | 7.0%
811,073 shs. 6% cum., $25 par. 10.9% | 109% | 104% | 96% | 10.2% | 11.1% | 82% | 92% | 94% | 9.1% | 9.5% | 10.0% |Returnon Shr.Equity | 10.5%
Common Stock 292,533,413 shs. as of 4/29/20 11.1% | 11.0% | 104% | 9.6% | 10.3% | 11.1% | 82% | 9.2% | 10.0% | 9.5% | 10.0% | 10.0% |Return on Com Equity & | 10.5%
MARKET CAP: $35 billion (Large Cap) 70% | 65% | 5.1% | 4.1% | 50% | 58% | 2.9% | 33% | 4.1% | 39% | 4.0% | 4.0% |RetainedtoCom Eq 45%
ELECTRIC OPERATING STATISTICS 37% 4% 52% 58% 52% 48% 65% 65% 62% 62% 61% 58% |All Div'ds to Net Prof 58%
% Change Retai Sales (KWH) 20-1; 2031g 2041% BUSINESS: Sempra Energy is a holding co. for San Diego Gas & chases most of its power; the rest is gas. Has nonutility subsidi-
Avg. Indust. Use (MWH) NA NA NA | Electric Company, which sells electricity & gas mainly in San Diego  aries, incl. IEnova (67% owned) in Mexico. Sold commodities bus-
Avg. Indust. Revs. per KWH (¢) NA NA NA | County, & Southern California Gas Company, which distributes gas  iness in '10. Power costs: 25% of revenues. '19 reported deprec.
gapﬁ‘wzf E%HMW}M NME NME Nm; to most of Southen California. Owns 80% of Oncor (acq'd 3/18), rates: 2.5%-6.6%. Has 14,000 employees. Chairman, President &
Aggua\u\ixéd#g‘c%sv[i/aWJ NME NME NME | Which distributes electricity in Texas. Customers: 5.2 million elec- CEO: Jeffrey W. Martin. Inc.. CA. Address: 488 8th Ave., San
% Change Customers Eyr-end) +8 +9 +.8 | tric, 6.9 million gas. Electric revenue breakdown not available. Pur-  Diego, CA 92101. Tel.: 619-696-2000. Internet: www.sempra.com.
Fied Chage Cov. (%) %64 186 181 | Sempra Energy has completed the T‘h‘e Cameron liquefied natl}ral gas fa-
ANNUAL RATES _Past Past Estd’17-19 sales of its South American utilities. cility on the Gulf Coast is close to
ofchange (persn)  10Y¥rs.  5¥rs. to'23'25 | For the past two years, the company has completion. The first two trains are up

Revenues 5%  -5% Nil | been selling assets in order to narrow its and running, and the third should begin
Eg?r?‘h Flow” g-g‘:ﬁv 1-8://0 12-3‘:? operational and geographic focus, concen- operating in the current quarter. This is
Dividlgrggs 100% 75% 754 | trating on the United States and Mexico. expected to provide net profit of $400
Book Value 50% 45% 85% | The divestitures of the utilities in Chile million-$450 million annually, beginning

- and Peru completed this process. The two in 2021. In this segment, Sempra does not
eﬁtal:r Maor%ﬁHTJEEhS%EVSEggg%(sB"elt)_m ;:;L sales raised $5.8 billion, which will be take commodity or volumetric risk, and

2017 | 3031 2533 2679 2964 |11207 used for debt reduction at the parent level has long-term contracts with creditworthy

2018 | 2060 2564 2940 3001 |11687 | @nd capital spending. The aftertax gain on counterparties. .

2019 | 2898 2230 2758 2943 |{08p9 | the sales is estimated at $1.7 billion-$1.8 Earnings will likely advance solidly

2020 | 3020 2371 2900 3100 |11400 | billion. This will be excluded from our this year and next. Sempra’s utilities in

2021 | 3200 2500 3050 3250 |12000 | earnings presentation as income from dis- California and Texas are benefiting from

Cal- EARNINGS PER SHARE A Full continued operations. The profits from rate relief. As mentioned above, the
endar |Mar31 Jun30 Sep.30 Dec.31| Year these utilities while Sempra still owned Cameron facility will make a significant

2017 | 175 120 0 146 | 463 them is also included in discontinued oper- contribution next year. Our 2021 earnings

2018 | 143 127 123 155 | s54g| ations, but the company is including this estimate of $7.75 a share is within the

2019 | 178 85 200 134 | 597|in its 2020 earnings guidance of $6.70- company’s targeted range of $7.50-$8.10.

2020 | 230 155 160 175 | 7.20| $7.50 a share. This will probably contrib- The share count will likely rise in 2021.

2021 | 225 175 180 1.95 | 775| ute $0.25 a share, give or take a few cents. This timely stock has a dividend yield

Ca- | QUARTERLYDVIDENDSPADB= | pyuy | Management is guiding Wall Street that is about average for a utility. The
endar |Mar31 Jun30 Sep.30 Dec.31| Year toward the upper end of the range. Note share price has fallen 21% this year, more

2016 | 70 755 755 755 | 2.07 that the weak economy does not have a than most utility issues. Total return po-

2017 | 755 8o05 eoo5  goo5 | 300 | Mmajor effect on Sempra’s results because tential is above average for the 18-month

2018 | 8225 895 895 895 | 351| utilities in California operate under a reg- span but unspectacular for the 3- to 5-year

2019 | 895 9675 9675 .9675| 3.80| ulatory mechansim that decouples sales period.

2020 | 9675 1.045 1.045 and volume. Paul E. Debbas, CFA July 24, 2020
(A) Diluted EPS. Excl. nonrec. gains (losses): | '06, $1.21;°07, (10¢); '19, 95¢; 20, $6.65. Next | (D) In mill. (E) Rate base: Net orig. cost. Rate | Company’s Financial Strength A
'09, (26¢); 10, ($1.05); 11, $1.15; '12, (98¢); | earnings report due early Aug. (B) Div'ds paid | all'd on com. eq.: SDG&E in '20: 10.2%; Stock’s Price Stability 85
13, (30¢); '15, 14¢; '16, $1.23; 17, (17¢); '18, | mid-Jan., Apr., July, Oct. = Div'd reinvestment | SoCalGas in '20: 10.05%; earned on avg. com. | Price Growth Persistence 75
($2.06); '19, 16¢; gain (losses) from disc. ops.: | plan avail. (C) Incl. intang. In "19: $13.37/sh. | eq., '19: 10.4%. Regulatory Climate: Average. | Earnings Predictability 70
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RECENT PE Trailing: 17.3) | RELATIVE DIVD
SOUTHERN COMPANY yseso 55" 54.01 o 17.2ek )| 0.80 %7 4.8% i |
meess 3 e | 1 9] o] B77 ] W11 03] 7] W3] B0 &2 93] 49 Tagt o Pae
SAFETY 2 Loweed22ité | LEGENDS .
—— 0.62 x Dividends p sh -1
TECHNICAL 4 Lowered 811420 divided by Interest Rate 7 160
e Be\anve rice Strength ’ 120
BETA .90 (1.00 = Market) Options: Yes ) 7 100
— haded area indicates recession 7
18-Month Target Price Range . 80
Low-High  Midpoint (% to Mid) . — -'IEI. """"" &
$40-692 966 (20%) g _ PPV PCTOEYLE T A ARG PTTL YT b
202325 PROJECTIONS_ MV U, st st T 0
Ann’l Total "' R
Price  Gain Return e, o e, > 20
Hah 70 (+30:A; 1% GBI T e T "
oW _ F.)O (-5./9. 3% s % TOT. RETURN 7/20 |~
Institutional Decisions o JHs - VLART:
302019 402019 102020
I I 1L R 3 v et e et i e et e et % w1 89 [
to Sel Il 4 T T Hh i Il Il wih iin T - . 8 L
Hson, 623889 6saas0_ezeeos | " & Iy e Sy. 528 317
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [2012 |2013 2014 [2015 [2016 [2017 [2018 | 2019 | 2020 [2021 | ©VALUELINE PUB.LLC|23-25
16.05| 1828 | 19.24| 20.12| 2204 | 19.21| 2070 | 2041 | 19.06 | 19.26 | 20.34 | 19.18 | 20.09 | 22.86 | 22.73 | 20.34 | 18.95| 19.80 |Revenues per sh 22.25
3.65 4.03 4.01 422 443 443 451 491 5.18 527 5.28 5.47 5.69 6.64 6.41 6.33 6.45 6.70 |“Cash Flow” per sh 7.75
206 213 210 228| 225| 232| 236| 255| 267 | 270 | 277| 284| 28| 321 300 317| 310| 325 Earnings persh A 3.75
142 148 154 1.60 1.66 1.73 1.80 1.87 1.94 2.01 2.08 215 222 2.30 2.38 2.46 254 2.62 |Div'd Decl'd pershBw 286
285 320 4.01 4.65 5.10 5.70 4.85 523 5.54 6.16 6.58 6.22 7.38 7.37 774 747 870 7.45 | Cap'l Spending per sh 6.50
13.86 | 1442 | 1524 | 1623 | 17.08 | 18.15| 19.21 | 20.32 | 21.09 | 2143 | 21.98 | 2259 | 25.00 | 2398 | 2392 | 26.11 | 26.45| 27.15 |Book Value per sh © 30.50
74150 | 741.45| 746.27 | 763.10 | 777.19 | 819.65 | 843.34 | 865.13 | 867.77 | 887.09 | 907.78 | 911.72 [ 990.39 | 1007.6 | 1033.8 | 1053.3 | 1060.0 | 1060.0 |Common Shs Outst'g © | 1090.0
147 15.9 16.2 16.0 16.1 135 149 158 170 162 160 168 | 178 | 155 15.1 17.6 | Bold figlres are |Avg Ann’l PIE Ratio 16.0
.78 .85 87 .85 97 90 .95 .99 1.08 91 84 .80 93 .78 82 95 Value|Line Relative P/E Ratio .90
47%| 44%| 45% | 44% | 46% | 55% | 51% | 46% | 43% | 46% | 47% | 48% | 44% | 46% | 53% | 44% | S| ayg Annl Divd Yield 4.7%
CAPITAL STRUCTURE as of 6/30/20 17456 | 17657 | 16537 | 17087 | 18467 | 17489 | 19896 | 23031 | 23495 | 21419 | 20100 | 21000 |Revenues ($mill) 24300
Total Debt $47919 mill. Due in 5 Yrs $12296 mill. | 2040.0 | 2268.0 | 2415.0 | 2439.0 | 2567.0 | 2647.0 | 2757.0 | 3269.0 | 3096.0 | 33540 | 3325 | 3485 |Net Prolfit (Smill) 4200
:-I:[rl‘);gtri‘f;;i"1“|53X:-T|meresl$1711m|||_ 33.5% | 35.0% | 35.6% | 34.8% | 33.8% | 33.4% | 28.5% |252% | 21.3% | 15.9% | 15.5% | 15.5% |Income Tax Rate 15.5%
Leases, Uncapitalized Annual rentals 5289 mill. | 137% | 102% | 04% | 116% | 130% | 182% | 119% | 76% | 68% | 60% | 80%| 60% |AFUDCS%toNetProfit | 50%
Pension Assets-12/19 $14057 mill. 512% | 500% | 49.9% | 515% | 49.5% | 52.8% | 615% | 64.5% | 62.0% | 60.1% | 61.0% | 61.5% |Long-Term Debt Ratio | 60.0%
Oblig $14788 mill. | 45.7% | 47.1% | 47.3% | 45.8% | 47.3% | 44.0% | 35.7% | 35.0% | 37.6% | 39.5% | 38.5% | 38.0% |Common Equity Ratio 39.5%
Pfd Stock 5291 mill. ~Pfd Divd $15 mill. 35438 | 37307 | 38653 | 41483 | 42142 | 46788 | 69350 | 68953 | 65750 | 69594 | 73075 | 75800 |Total Capital (Smill) 84000
[]’;ﬁte‘)f)g's"-f;};-sﬁ':i/"zf/ﬂg‘aﬁ'g'éffns 2?3‘?%’;100 42002 | 45010 | 48390 | 51208 | 54868 | 61114 | 78446 | 79872 | 80797 | 83080 | 88775 | 93025 |Net Plant (Smill) 103500
par). T B 70% | 72% | 73% | 68% | 7.1% | 66% | 49% | 59% | 59% | 6.0% | 55% | 6.0% |Returnon Total Cap’l 6.0%
11.8% | 12.2% | 125% | 12.1% | 12.1% | 12.0% | 10.3% | 13.3% | 12.4% | 12.1% | 11.5% | 12.0% |Return on Shr. Equity 12.5%
Common Stock 1,056,130,748 shs. 12.2% | 12.5% | 12.8% | 12.5% | 12.5% | 12.6% | 11.0% | 13.4% | 12.5% | 12.1% | 12.0% | 12.0% |Return on Com Equity E| 12.5%
MARKET CAP: $57 billion (Large Cap) 30% | 34% | 36% | 32% | 32% | 31% | 25% | 39% | 26% | 28% | 25% | 2.5% |RetainedtoComEq 3.0%
ELECTRIC OPERATING STATISTICS 7% 73% 73% 75% 75% 76% 78% 72% 79% 7% 81% | 80% |All Div'ds to Net Prof 75%
% Change Retal Sales (KWH) 2921_7 ":_0318 2%12 BUSINESS: The Southern Company, through its subs., supplies revs. by state: GA, 56%; AL, 38%; MS, 6%. Generating sources:
Avg. Indust. Use (MWH) 3016 3048 2947 | electricity to 4.3 mill. customers in GA, AL, and MS. Also has a gas, 47%; coal, 20%; nuclear, 15%; other, 9%; purchased, 9%.
Avg. Indust. Revs. per KWH (c) 6.18 6.04 6.03 | competitive generation business. Acq'd AGL Resources (renamed  Fuel costs: 34% of revs. 19 reported depr. rates (util.): 2.6%-3.7%.
gﬁpﬁtyzf‘geafe"dkmw% ggggg ggigg glggg Southern Company Gas, 4.3 mill. customers in GA, NJ, IL, VA, & Has 27,900 empls. Chairman, Pres. and CEO: Thomas A. Fanning.
Aol Lo et (o 614 “Bi> 603 | TN) 7/16. Sold Gulf Power 1/19. Electric rev. breakdown: residen- Inc.: DE. Address: 30 lvan Allen Jr. Bivd., N.W., Atlanta, GA 30308.
%ChangeCuslumerszywnd) +1.0  +1.0 -8.9 | fial, 37%; commercial, 30%; industrial, 19%; other, 14%. Retail ~Tel.: 404-506-0747. Internet: www.southerncompany.com.
Fied Crerge Cor 4 318 280 281 | Southern Company’s Georgia Power 2020. As for the effects of the coronavirus
ANNUAL RATES Past Past_Estd17-19| Subsidiary still bel}eves it can com- on kilowatt-hour sales, management still
ofchange (persn)  10V¥rs.  5¥rs. 102325 | Plete the construction of two nuclear expects a revenue loss of $250 million-
Revenues 5%  25% Ni | units to meet the regulatory schedule, $400 million, but expects to offset this
égfﬁi':] Fs|°W" ‘ég‘& gg‘:{; gg:; but costs have risen. The utility is add- through cost-cutting measures. Our esti-
AN 35% 35% 30% | Ing two units at the site of the Vogtle sta- mate is at the low end of the company’s
Book Value 35% 3.0% 35% tion, which are scheduled to come on line $3.10-$3.22 guidance, issued in February.
Cal- QUARTERLY REVENUES (mill) Fall by November of 2021 and 2022. However, We look for an earnings recovery in
endar |Mar31 Jun30 Sep.30 Dec3t| Year the coronavirus has disrupted construc- 2021. We figure that the economy will be
2017 | 571 5430 6201 5629 [23031 | tiom, so Georgia Power exceeded the con- in better shape. Georgia Power will also
2018 | 6372 5627 6159 5337 |23495 | tingency that was included in the budget. get $181 million of rate relief in the second
2019 | 5412 5098 5995 4914 |21419 | Because this will not be recoverable in phase of a three-year rate plan. Also . . .
2020 | 5018 4620 5500 4962 |20100 | rates, the company took an aftertax charge Two gas rate cases are pending. Vir-
2021 | 5200 4800 5800 5200 | 21000 | of $111 million ($0.10 a share) against ginia Natural Gas filed for $49.6 million,
Cal- EARNINGS PER SHARE A Fan | June-period results, which we excluded based on a 10.35% return on equity and a
endar |Mar31 Jun30 Sep.30 Dec31| Year | from our earnings presentation as a mon- 54% common-equity ratio. A ruling is ex-
2017 73 73 1.08 67 | 321 recurring item. All told, Georgia Power pected in the second period of 2021, retro-
2018 ‘99 FEERE 17 | 300 raised its estimate of the cost of its 45.7% active to this November. Atlanta Gas
2019 | 75 85 125 32 | 317| stake by $150 million, to $8.5 billion. Of Light sought $37.6 million. New tariffs are
2020 81 75 115 .39 | 310| this amount, about $2 billion remains. expected to take effect at the start of 2021.
2021 85 .75 125 .40 | 325| This excludes $3.0 billion of financing This stock’s dividend yield is a per-
Cal- | QUARTERLYDIVIDENDSPAIDE= | pgn | COSts, of which $2.4 billion has been spent. centage point above the utility aver-
endar |Mar31 Jun30 Sep.30 Dec3t| Year We think earnings in 2020 will fall a age. However, investors must be willing to
2016 | 5425 56 56 56 | 200 bit short of the 2019 tally. On the posi- accept the risks associated with the nucle-
2017 | 5 58 58 58 o030 | tive side, some of Southern Company’s ar construction project. Total return poten-
2018 | 58 60 60 .60 o438 | utilities are benefiting from rate relief. tial is attractive for the 18-month span,
2019 | 60 62 62 .62 246 | However, weather patterns were milder but not for the 3- to 5-year period.
2020 | 62 64 than normal in the first six months of Paul E. Debbas, CFA August 14, 2020

(A) Diluted EPS. Excl. nonrec. gain (los

(28¢); '17, (82.37); '18, (78¢); 19, $1.30; 20,
(17¢). Next earnings report due late Oct.

SS€s):

(B) Div'ds paid in early Mar., June, Sept., and
'09, (25¢); '13, (83¢); '14, (59¢); 15, (25¢); '16, | Dec. m Div'd reinvest. plan avail. (C) Incl. def'd
charges. In '19: $17.64/sh. (D) In mill. (E) Rate | Regulatory Climate: GA, AL Above Average;
base: AL, MS, fair value; FL, GA, orig. cost. Al-
© 2020 Value Line, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

lowed return on common equity (blended):
12.5%; earned on avg. com. eq., '19: 13.0%.

MS, FL Average. (F) Winter peak in '18.
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Price Growth Persistence 25
Earnings Predictability 85
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RECENT PE Trailing: 25.4 ) | RELATIVE DIVD [Jd VALUE
WEC ENERGY GROUP NYSE-Wec | PRICE 94.08 RATIO 24.6(Median: 180/ | PIE RATIO 1.15 YLD 2.8 /0 LINE
High:| 25.3[ 305] 354[ 415 450[ 554 580[ e€6.1] 701 755 982 109.5
TIMELINESS 3 Lovereo 1619 Low' | 182| 234| 270| 338| 370| 402| 448| 504 | 61| 585| 672| 680 'gaorgset Zgg: R;(')‘gse
SAFETY 1 Rased32912 | LEGENDS
—— 0.81 x Dividends p sh v
TECHNICAL 3 Loered 911120 o by IncrestFale _ 160
..+ Relative Price Strength . 120
BETA .80 (1.00 = Market) 2-for-1 split 3/11 g PR N N Uy, 100
- Options: Yes T
18-Month Target Price Range | Shaded area indicates recession e lh ----------- 80
Low-High  Midpoint (% to Mid) i SN e L @
$68-6153  $111 (15%) P ML LA 2
202525 PROJECTIONS _ " w 20
Price  Gain Retu?n g .., e, o R ) 2
1% gy s T i = .
ow %, % o -
Institutional Decisions /. ATOtT:ETUI?II:A%ﬁ‘
402019 102020 202020 STOCK INDEX |
I P O e i Boa s T
toSel traded 10 bt | I by m : g [
st 246085 204745 201308 | "°° T T sy 100 456
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [2011 2012 [2013 [2014 |2015 [2016 [2017 [2018 [2019 [2020 2021 | ©VALUE LINE PUB.LLC|23-25

1466 | 1631 17.08| 18.12| 1895| 17.65| 17.98 | 1946 1854 | 20.00 | 2216 | 18.77 | 2368 | 24.24 | 24.34 | 2385 | 2250 2345 |Revenues per sh 27.00
258 | 289 290 298| 295 311 330| 368 401 | 433 | 447 | 387 | 539 | 569 | 604| 653| 6.85  7.30|“Cash Flow” per sh 9.00
93| 128| 132| 142 152| 160 192| 218 235| 251 | 259 | 234| 296 | 314 | 334| 358| 375  3.95 Earnings persh A 475

42 44 46 .50 54 68 80| 104 120| 145| 156 174 | 198 | 208 | 221| 236| 253 270 |Div'd Decl'd persh Bm 320
285 340| 417 528 486 350 341 360 309| 304 326| 401 451 [ 621 671 717 995  9.85 [Cap'l Spending per sh 7.75
1065 | 1146 | 12.35| 1325| 1427 | 1526| 1626 | 17.20 18.05 | 18.73 | 19.60 | 27.42 | 28.29 | 20.98 | 31.02 | 3206 | 33.15 34.25 Book Value persh ¢ 38.00
233.97 | 233.96 | 233.94 | 233.89 | 233.84 | 233.82 | 233.77 | 230.49 229.04 | 225.96 | 225.52 | 315.68 | 315.62 | 315,57 [ 315.52 | 31543 | 31550 315.50 |Common Shs Outst'g P | 315.50

175 145 16.0 165 14.8 133 14.0 142 158 16.5 177 213 19.9 200 19.6 235 | Bold figures are |Avg Ann’l P/E Ratio 20.0
92 77 .86 .88 .89 89 89 89 1.01 .93 93 1.07 1.04 1.01 1.06 1.26 Valua Line Relative P/E Ratio 1.10
26% | 24%| 22%| 21%| 24% | 32%| 30% | 33% 32% | 35% | 34% | 35% | 34% | 33% | 34% | 28%| "™ |aygAnml Divd Yield 3.4%
CAPITAL STRUCTURE as of 6/30/20 4202.5 | 4486.4 42464 | 4519.0 | 4997.1 | 5926.1 | 7472.3 | 7648.5 | 7679.5 | 7523.1 7100 7400 |Revenues ($mill) 8500
Total Debt $12828 mill. Due in 5 Yrs $4369.2 mill. | 4556 | 5140 5475 | 5786 | 5805 | 640.3 | 9402 | 998.2 | 1060.5 | 11342 | 1190 1245 |Net Profit ($mill) 1485
:;]Tc‘f’;?;f%fi;)‘i‘g‘ize'aﬂg‘:e’:s‘ 85081 mill. 3545, | 33.9% 359% | 36.9% | 38.0% | 404% | 37.6% | 37.2% | 188% | 9.9% | 165% 165% [Income Tax Rate 16.5%
(LT interest eamec: 360 : 18.6% | 168%  94% | 45% | 13% | 45% | 38% | 16% | 21%| 18% | 20% 20% |AFUDC %toNetProfit | 20%
Leases, Uncapitalized Annual rentals $6.8 mill. 50.6% | 53.6% 51.7% | 50.6% | 48.5% | 51.2% | 50.5% |48.0% | 50.4% | 52.5% | 50.5% 53.0% |Long-Term Debt Ratio 52.0%
Pension Assets-12/19 $3007.0 mill. 49.0% | 46.0% 48.0% | 49.1% | 51.2% | 48.6% | 49.3% | 51.9% | 49.4% | 47.4% | 49.5% 47.0% |Common Equity Ratio 48.0%
. _Qb“Q $31?3-7 mill. [77764.5 | 8608.0 8619.3 | 8626.6 | 8636.5 | 17809 | 18118 | 18238 | 19813 | 21355 | 21700 23050 |Total Capital (Smill) 25000
i g},‘aﬂ‘g%-g&"-m JLZP&&?;L%”?E?- 96015 | 10160 10572 | 10907 | 11258 | 19190 | 19916 | 21347 | 22001 | 23620 | 25775 27825 |Net Plant ($mill) 31700
44,498 she. 6% $100 pa R 75% | 75% 7.9% | 81% | 8.1% | 45% | 6.3% | 66% | 65% | 65% | 7.0% 6.5% |RetumonTotalCapl | 7.0%
Common Stock 315, 434 531 shs. 11.9% | 12.9% 13.1% | 136% | 13.2% | 7.4% | 10.5% | 10.5% | 10.8% | 11.2% | 11.5% 11.5% |Return on Shr. Equity 12.5%
12.0% | 12.9% 132% | 13.6% | 13.3% | 7.4% | 10.5% | 10.5% | 10.8% | 11.2% | 11.5% 11.5% |Return on Com Equity E| 12.5%
MARKET CAP: $30 billion (Large Cap) 70% | 68% 65% | 59% | 53% | 21% | 35% | 36% | 3.7% | 38% | 35% 3.5% |Retainedto Com Eq 4.0%
ELECTRIC OPERATING STATISTICS MN% | 47%  51% | 57% | 60% | 71% | 67% | 66% 66% | 66% | 67%  68% |All Div'ds to Net Prof 68%
9% Chan eReIaHSa\es(KWH 20315 23212 20213 BUSINESS: WEC Energy Group, Inc. (formerly Wisconsin Energy) 21%; other, 12%. Generating sources: coal, 36%; gas, 29%; re-
Avg. I ug NA NA | is a holding company for utilities that provide electric, gas & steam newables, 4%; purchased, 31%. Fuel costs: 36% of revenues. '19
Avg Ly, C&\ Hevs er WH (c) 713 705 725 | service in WI & gas service in IL, MN, & MI. Customers: 1.6 mill. reported deprec. rates: 2.3%-3.2%. Has 7,500 employees. Chair-
g:gﬁ';yaztgea ( ‘w Nﬁ Nﬁ Nﬁ elec., 2.9 mill. gas. Acq'd Integrys Energy 6/15. Sold Point Beach man: Gale E. Klappa. President & CEO: Kevin Fletcher. Inc.: WI.
AnnualLoadE;nc'I%er[(/nw’ NA NA NA nuclear plant in '07. Electric revenue breakdown: residential, 35%; Address: 231 W. Michigan St., P.O. Box 1331, Milwaukee, WI

% Change Customers 2yy.end) +7 +7 +.6 | small commercial & industrial, 32%; large commercial & industrial, 53201. Tel.: 414-221-2345. Internet: www.wecenergygroup.com.
Fired CrargeCor. %) 422 323 300 | We est.imate that WEC Energy’s earn- projects that are coming on l,ir}e in 2020,
ANNUAL RATES _Past Past_Estd’17-19| IDES will advance 5% in 2020 and 2021. 2021, and 2022. The utilities’ investment
Ina. The company’s Peoples Gas subsidiary in is $130 million for each facility. A non-

ofchange (persh)  10¥rs.  5¥rs. 102325 € pany eop § y 1| -acl Aty 9
Revenues 3.0% 35% 20% | Chicago is replacing gas mains. For now, regulated subsidiary is investing in wind
Egéri:\?m Fs|°W" gg‘:/; 28? gg‘g’ the utility’s annual capital spending of projects. Three are already operating, and
D\vider?ds 148%  o5% 65% | $280 million-$300 million on this program three are under construction for some 705
Book Value 80% 105% 35% | is recovered contemporaneously through a mw at a cost of $1 billion. These will begin

. rider (surcharge) on customers’ bills, but operating in 2020 and 2021 and are ex-
eﬁgla-r MS%RTEEhYs%EstygE%mIr;gl:.:).m \f:ellr there is a risk that the law providing for pected to produce greater returns on in-
2017 | 2304 1631 1657 2055 | 76485 this mechanism will be amended. WEC vestment than the regulated utility busi-
2018 | 2286 1672 1643 2076 | 76795 Emergy has cut costs effectively to offset ness.

2019 | 2377 1500 1608 1947 | 75031| the effects of the decline in commercial The company has requested regula-
2020 | 2109 1549 1542 1900 | 7100 | and industrial volume stemming from the tory approval to build two liquefied
2021 | 2250 1600 1600 1950 | 7400 | weak economy. The company’s utilities mnatural gas facilities in Wisconsin. The
Cak EARNINGS PER SHARE A Fall have received permission from regulatory expected investment is $370 million. If the
endar |Mar31 Jun30 Sep.30 Dec31| Year commissions to defer for future recovery commission grants approval (an order is
2017 | 1.12 53 58 71 | 314 most of their coronavirus-related expenses. expected in late 2020 or early 2021), con-
2018 | 123 73 74 ‘65 | 334| Our 2020 earnings estimate is at the up- struction is expected to begin next sum-
2019 | 133 74 74 77 | 358| per end of WEC Energy’s typically narrow mer, with an in-service date in late 2023.

2020 | 143 76 76 .80 | 375| range of $3.71-$3.75 a share. We think a This high-quality stock has risen 2%
2021 | 150 .80 .80 .85 | 3.95| better economy points to higher profits in in price this year. This makes WEC En-

Bm 2021. The company’s goal for annual earn- ergy unusual among utility issues. The
eﬁf}';, MgE:?TﬁZI;V.;I]VI[;EeNEI.'.)goPAIgecm yF:a", ings growth is 5%-7%. dividend yield is below average for the
2016 | 495 495 495 495 | 198 The company is adding renewable group, and total return potential to 2023-
2017 | 5 50 5 5p 008 | generating capacity at the utility and 2025 is negligible. The equity offers above-
2018 | 5525 5505 5525 5505 | 001 | monutility level. Wisconsin Electric and average total return prospects for the next

2019 | 59 59 59 59 236 | Wisconsin Public Service have two-thirds 18 months, however.

2020 | 6325 6325 6325 stakes (100 megawatts each) in solar Paul E. Debbas, CFA  September 11, 2020
(A) Diluted EPS. Excl. gains on discont. ops.: | in early Mar., June, Sept. & Dec. m Div'd reinv- | Wl in '15: 10.0%-10.3%; in IL in '15: 9.05%; in [ Company’s Financial Strength A+
'04, 77¢; '11, 6¢; nonrecurring gain: '17, 65¢. | est. plan avail. (C) Incl. intang. In '19: MN in "19: 9.7%; in Ml in "16: 9.9%; eamed on | Stock’s Price Stability 85
'18 EPS don’t sum due to rounding. Next $20.80/sh. (D) In mill,, adj. for split. (E) Rate | avg. com. eq., '19: 11.4%. Regulatory Climate: | Price Growth Persistence 90
earnings report due early Nov. (B) Div'ds paid | base: Net orig. cost. Rates all'd on com. eq. in | WI, Above Avg.; IL, Below Avg.; MN & MI, Avg. | Earnings Predictability 95
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RECENT PE Trailing: 24.8 | RELATIVE DIVD [Jd VALUE
XCEL ENERGY NDQ-XEL PRICE 64-17 RATIO 23.3 (Mediar?: 16.0/ | PIE RATIO 1.13 YLD 2-8 /0 LINE
TMELNESS 3 wowesomns | {07 | 533 512 555 205| 27| 18| 32| doo| 15| 4v7| 46e Target Price Range
SAFETY 1 Raseasiins LEGENDS _
—— 0.68 x Dividends p sh
TECHNICAL 1 aised 72420 divided by Ineres! Rate = 160
BETA 75 (1.00 = Markel) ot -+ Rel a\lve rice Strength - 120
- ghaded area indicates recession - 100
18-Month Target Price Range 80
Low-High  Midpoint (% to Mid) it Sroormneece sg
$47-999  $73(15%) [ T L [T "
2023-25 PROJECTIONS et 30
'l Total v T
Wah oa G“'.G.. Re‘;‘i/m "'ﬂhmfl gt g o o 2
g i 3 T, SR ISR
Low 35 __(15%) NI = — %TOT. RETURN G20 |
Institutional Decisions THIS VL ARITH:
0019 402019 102020 | porent 30 STOCK  INDEX |
bl 4 3% 3| shees 20— [ Y
Hds00) 407757 409339 407479 | " AR H\HHHH MG \HHHHH [T Sy 1270 244
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 2012 [2013 [2014 2016 |2017 2019 [2020 2021 | ©VALUE LINE PUB. LLC|23-25
2084 | 2386 | 24.16| 23.40( 24.69 | 21.08| 21.38 | 2190 2076 | 21.92 | 23.11 21,72 21.90 | 22.46 22,44 21.98 | 19.10  20.30 [Revenues per sh 22.75
327 3.28 3.61 345 3.50 3.48 351 3.79 4.00 4.10 428 4.56 5.04 5.47 5.92 6.25 6.50 7.05 |“Cash Flow” per sh 8.50
127 120 135| 1.35 1.46 149| 156 172 1.8 191 203 | 210 | 221 2.30 247| 264 | 275  2.90 |Earnings persh A 3.50
81 85 .88 91 94 97 1.00 1.03 1.07 1.1 1.20 1.28 1.36 144 1.52 1.62 1.72 1.82 | Div'd Decl'd per shBm 215
319 325 400 489 466| 391 460 | 453 527 | 682 633 726 642 | 654 770 805| 6.70  7.05|Cap’l Spending per sh 8.50
1299 | 1337 14.28| 1470| 1535| 1592| 16.76 | 17.44 1819 | 19.21 | 2020 | 20.89 | 21.73 | 22.56 | 23.78 | 2524 | 27.20  28.45 |Book Value per sh © 32.25
400.46 | 403.39 | 407.30 | 428.78 | 453.79 | 457.51 | 482.33 | 486.49 487.96 | 497.97 | 505.73 | 507.54 | 507.22 | 507.76 | 514.04 | 524.54 | 539.00 542.00 |Common Shs Outst'g P | 548.00
136 15.4 148 16.7 137 127 141 142 148 15.0 154 16.5 185 202 189 22.3 | Bold figures are |Avg Ann’l P/E Ratio 17.0
2 82 .80 .89 82 85 .90 89 94 84 81 83 97 1.02 1.02 121 Valua Line Relative P/E Ratio 95
47% | 46%| 44% | 40%| 47% | 51% | 45% | 42% 3.9% | 39% | 38% | 37% | 33% | 31% | 38% | 27%| "™ |ayg Anml Divd Yield 3.6%
CAPITAL STRUCTURE as of 3/31/20 10311 | 10655 10128 | 10915 | 11686 | 11024 | 11107 | 11404 | 11537 | 11529 | 10300 11000 |Revenues ($mill) 12500
Total Debt $19877 mill. Due in 5 Yrs $4990 mill 7270 | 8414 9052 | 9482 | 1021.3 | 10636 | 11234 | 1171.0 | 1261.0 | 13720 | 1445 1570 |Net Profit ($mill) 1865
:;]Tc‘f’;';;ﬂiﬂoggpwgl'i-ze LT Interest 8721 mil. 375% | 8% 332% | 338% | 33.9% | 35.8% | 34.1% | 307% | 126% | 85%| NI Nil [Income Tax Rate Ni
(LT interest samec: 2.9¢) 11.7% | 94% 108% | 134% | 125% | 7.7% | 78% | 94% | 124% | 83% | 10.0%  80% |AFUDC %toNetProfit | 8.0%
53.1% | 51.1% 53.3% | 53.3% | 53.0% | 54.1% | 56.3% | 55.9% | 56.4% | 56.8% | 57.0% 57.0% |Long-Term Debt Ratio 57.5%
Leases, Uncapitalized Annual rentals $262 mill. 46.3% | 48.9% 46.7% | 46.7% | 47.0% | 45.9% | 43.7% | 44.1% | 43.6% | 43.2% | 43.0% 43.0% |Common Equity Ratio 42.5%
Pension Assets-12/19 3184 mill. | 17452 | 17331 19018 | 20477 | 21714 | 23092 | 25216 | 25975 | 28025 | 30646 | 34175 35950 |Total Capital (Smill) 41700
Pid Stock None Oblig 83701 mill | 50663 | 20353 23800 | 26122 | 28757 | 31206 | 32842 | 34320 | 36944 | 39483 | 41025 42600 |Net Plant (Smill) 48300
57% | 65% 61% | 6.0% | 6.0% | 58% | 57% | 5.8% 57% | 56% | 55%  55% |Return on Total Cap’l 5.5%
Common Stock 525,170,820 shs. 89% | 9.9% 102% | 9.9% | 10.0% | 10.0% | 10.2% | 10.2% | 10.3% | 10.4% | 10.0% 10.0% |Return on Shr. Equity 10.5%
as of 4/30/20 89% | 99% 102% | 9.9% [ 10.0% | 10.0% | 10.2% | 10.2% | 10.3% | 10.4% | 10.0% 10.0% |Return on Com Equity & | 10.5%
MARKET CAP: $34 billion (Large Cap) 36% | 43% 47% | 45% | 45% | 43% | 40% | 39% | 43% | 44% | 35% 4.0% |Retainedto Com Eq 4.0%
ELECTRIC OPERATING STATISTICS 59% | 56%  54% | 54% | 55% | 57% | 61% | 62% 58% | 58% | 63%  63% |All Div'ds to Net Prof 63%
% Change Reta Sles (KWH) 201-7’ 2&12 0112 BUSINESS: Xcel Energy Inc. is the parent of Northern States 2.1 mill. gas. Elec. rev. breakdown: res'l, 31%; sm. comm’l & ind’l,
Large C'& | Use (MWH, 22642 23004 NA | Power, which supplies electricity to Minnesota, Wisconsin, North  36%; Ig. comm’l & ind'l, 18%; other, 15%. Generating sources not
Large C & | Revs. ber WH (¢) 6.36 591 596 | Dakota, South Dakota & Michigan & gas to Minnesota, Wisconsin, avail. Fuel costs: 39% of revs. '19 reported depr. rate: 3.3%. Has
g:gﬁ'zvagtgiﬁmkmla ‘M 1009, 202’;‘)@ 201'\“12 North Dakota & Michigan; P.S. of Colorado, which supplies electri- 11,300 empls. Chairman & CEO: Ben Fowke. President & COO:
Annual Loag Factor (% NA NA NA | city & gas to Colorado; & Southwestern Public Service, which sup-  Bob Frenzel. Inc.: MN. Address: 414 Nicollet Mall, Minneapolis, MN
% Change Customers 2yyend) +9  +11 +1.0 | plies electricity to Texas & New Mexico. Customers: 3.7 mill. elec., 55401. Tel.: 612-330-5500. Internet: www.xcelenergy.com.
Fired CrargeCor. %) 330 281 o72 | Xcel Energy’s utilit?es have reached its earnings guidance of '$2.73—$2.83 a
ANNUAL RATES _Past Past_Estd'17-19 settlements on pending rate cases. The share for this year. Our estimate of $2.75
ofchange (persh)  10¥rs.  5Vrs.  to'2s”25 | New Mexico commission approved a settle- a share is unchanged. We have also stuck
Revenues -5% 5% 5% ment calling for a $31 million electric in- with our 2021 estimate of $2.90 a share.
égirﬁ?fbw” gg‘:/; gg‘:{; gg‘g’ crease for Southwestern Public Service, This would produce profit growth of 5%,
D\videggs 50% 65% 60% | based on a 9.45% return on equity and a which is within the company’s annual goal
Book Value 45% 45%  50% | 54.8% common-equity ratio. New tariffs of 5%-7%.
took effect on May 28th. In Texas, SPS At least one rate case is upcoming.
eﬁgla-r MglgﬁﬂT&ShV%EstzlgES(SggL) \f:ellr reached a “black box” agreement calling P.S. of Colorado plans to put forth an elec-
2017 | 2946 2645 3017 2796 |11404 for an $88 million hike without specifying tric application later this summer. North-
2018 | 2051 2658 3048 2880 |11537 | @n allowed ROE or common-equity ratio. A ern States Power is considering filing for
2019 | 3141 2577 3013 2798 |11509 | ruling from the state regulators is expect- new electric and gas tariffs in Minnesota
2020 | 2811 2189 2700 2600 |10300 | ed in the current quarter, with the in- in November, but might well postpone its
2021 | 3000 2400 2850 2750 |11000 | crease retroactive to September of 2019. case if it can reach an agreement with the
Cak EARNINGS PER SHARE A Fall Public Service of Colorado, the state com- commission that compensates the utility
endar |Mar31 Jun30 Sep.30 Dec31| Year mission’s staff, and intervenors have for ‘the <‘ieclme in volume.
2017 7 5 97 D | 230 reached a settlement calling for a gas rate This high-quality stock' has been one
2018 57 ‘52 % ‘4o | 247| increase of $76.9 million, based on a 9.2% of the top performers in the electric
2019 | 6 46 101 56 | 264| ROE and a 55.6% common-equity ratio. If wutility industry in 2020. While the
2020 56 54 110 .55 | 275| the regulators approve the agreement, prices of most electric equities have fallen
2021 65 .55 115 .55 | 2.90| new tariffs will be implemented on April 1, more than 10%, Xcel is almost unchanged
Cal- | QUARTERLY DIVIDENDS PAID & = Full 2021, retr.oactivg to November of 2020. from yearend 2019, thanks in part to its
endar |Mar31 Jun30 Sep30 Decst| Year Xcel believes it can reduce expenses maintaining profit guidance. The dividend
2016 | 32 24 34 % 134 enough to offset the effects of the yield is a percentage point below the in-
2017 | 34 26 36 26 140 | recession on kilowatt-hour sales. Cost dustry average, and with the recent quota-
2018 | 36 38 38 38 150 | cuts should enable operating and mainte- tion near the top of our 2023-2025 Target
2019 | 38 405 405 405 | 160| nance expenses to decline 4%-5% in 2020. Price Range, total return potential is low.
2020 | 405 43 43 Accordingly, management did not adjust Paul E. Debbas, CFA July 24, 2020

(A) Diluted EPS. Excl. nonrecurring gain

(losses):

(losses) on discontinued ops.: ‘04, (30¢); ‘05,

10, 5¢; '15, (16¢); 17, (5¢); gains

(
3¢; '06, 1¢; '09, (1¢); 10, 1¢."17 EPS don't

sum due to rounding. Next earnings report due | (D) In mill. (E) Rate base: Varies. Rate allowed
late July. (B) Div'ds historically paid mid-Jan.,
Apr., July,

available. (C) Incl. intangibles. In '19: $5.60/sh. | Average.
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and Oct. = Divd reinvestment plan | com. eq.,

on com. eq. (blended): 9.6%; earned on avg.
'19: 10.8%. Regulatory Climate:

Company’s Financial Strength A+
Stock’s Price Stability 95
Price Growth Persistence 60
Earnings Predictability 100
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