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Forward-thinking utilities leverage Lucasys cloud software and technology 

enabled services to enhance their ability to tackle challenges related to a 

changing workforce, complex regulatory environment, and dynamic

compliance requirements. Lucasys solutions include:

Accounting and tax

Data management Digital transformation

Resource augmentation

Business analytics

Finance automation

Process optimization

Financial systems

www.lucasys.com

empowering modern finance

Empowering the Modern Finance Organization

Thank you to the following EEI Associate Member  

for sponsoring the 2019 Financial Review.
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2019
FINANCIAL REVIEW
ANNUAL REPORT

OF THE U.S. INVESTOR-OWNED

 ELECTRIC UTILITY INDUSTRY

About EEI and the Financial Review
The Edison Electric Institute (EEI) is the association that 

represents all U.S. investor-owned electric companies. Our 

U.S. members provide electricity for 220 million Americans 

and operate in all 50 states and the District of Columbia. As 

a whole, the electric power industry supports more than 7 

million jobs in communities across the U.S. and contributes 

5 percent to the nation’s GDP. The 2019 Financial Review is 

a comprehensive source for critical financial data covering 40 

investor-owned electric companies whose stocks are publicly 

traded on major U.S. stock exchanges. The report also includes 

data on five additional companies that provide regulated 

electric service in the United States but are not listed on 

U.S. stock exchanges for one of the following reasons—they 

are subsidiaries of an independent power producer; they are 

subsidiaries of foreign-owned companies; or they were acquired 

by other investment firms. These 45 companies are referred to 

throughout the publication as the U.S. Investor-Owned Electric 

Utilities. Please refer to page 76 for a list of these companies.
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AFUDC Allowance for Funds Used During 
Construction

BTU British Thermal Unit

CFTC  Commodity Futures Trading 
Commission

CPI Consumer Price Index

DOE  Department of Energy

DOJ Department of Justice

DPS Dividends per share

EEI Edison Electric Institute

EIA Energy Information Administration

EITF Emerging Issues Task Force

EPA Environmental Protection Agency

EPS Earnings per share

FASB Financial Accounting Standards Board

FERC Federal Energy Regulatory Commission

GDP Gross Domestic Product

GW Gigawatt

GWh Gigawatt-hour

IPP Independent Power Producer

IRS Internal Revenue Service

ISO Independent System Operator

ITC Independent Transmission Company

kWh Kilowatt-hour

M&A Mergers & Acquisitions

MW Megawatt

MWh Megawatt-hour

NARUC National Association of Regulatory Utility 
Commissioners

NERC North American Electric Reliability 
 Corporation

NOx Nitrogen Oxides

NOAA National Oceanic & Atmospheric  
Administration

NRC Nuclear Regulatory Commission

O&M Operations and Maintenance

PSC Public Service Commission

PUC Public Utility Commission

PUHCA Public Utility Holding Company Act

PURPA Public Utility Regulatory Policies Act

ROE Return on Equity

RTO Regional Transmission Organization

SEC Securities and Exchange Commission

SO
2
 Sulfur Dioxide

T&D Transmission & Distribution

Abbreviations and Acronyms

Highlights of 2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Note: Percent changes may reflect rounding.r = revised

FINANCIAL ($ Millions) 2019 2018r % Change

Total Operating Revenues  364,895   364,383  0.1% 

Utility Plant (Net)  1,244,443   1,147,970  8.4% 

Total Capitalization  1,128,491   1,022,415  10.4% 

Earnings Excluding Non-Recurring and   

 Extraordinary Items  51,461   47,644  8.0% 

Dividends Paid, Common Stock  27,938   25,726  8.6% 
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Company Categories

Two categories are used throughout this publication that group companies on their percentage of
total assets that are regulated. These categories are used to provide an informative framework for
tracking financial trends:

Regulated: 80% or more of total assets are regulated.

Mostly Regulated: Less than 80% of total assets are regulated.

Note: In prior editions of the Financial Review, a “Diversified” category was included for companies with less than 50% of total assets that 

are regulated. Some tables with historical data therefore include a “Diversified” category.  

 EEI 2019 FINANCIAL REVIEW v
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President’s Letter

2019 Financial Review

As I write this, the Edison Electric 

Institute’s (EEI’s) member compa-

nies—America’s investor-owned 

electric companies—are addressing 

the unprecedented crisis caused 

by the COVID-19 pandemic with 

courage and commitment. We 

are determined to meet the new 

challenges that confront us, as we 

continue to deliver the safe, reli-

able, affordable, and clean energy 

our customers need and expect. 

Through our industry’s efforts and 

dedication, we will play an instru-

mental role in our nation’s recovery, 

and we will light the way forward to 

a brighter future.

At the same time, EEI’s member 

companies continue to lead a pro-

found transformation of America’s 

energy. This long-term transforma-

tion already is delivering positive 

dividends for customers, commu-

nities, employees, and investors. 

Our dramatic reductions in carbon 

emissions; our broad deployment 

of renewables and of smarter energy 

infrastructure; the physical and 

cybersecurity protections we are 

implementing—these are three 

unmistakable examples of the enor-

mous strides EEI’s members have 

made just over the past decade.

We are proud that we stand on a 

strong foundation, and we look 

forward to our continued work 

together to deliver value to our cus-

tomers, to our investors, and to all 

industry stakeholders. Our goal is to 

give our customers an energy future 

that is cleaner, smarter, stronger, 

and more secure than any they have 

known before.

Across the industry, there is strong 

evidence of our commitment to get 

as clean as we can, as fast as we can, 

while keeping customer reliability 

and affordability front and center 

as always. Over the past eight years, 

more than half of new electricity 

generation capacity was wind and 

solar. Today, nearly 40 percent of 

all U.S. power generation comes 

from carbon-free sources, including 

nuclear energy and hydropower and 

other renewables. Overall, emissions 

from the electric power sector are 

at their lowest level since 1987 and 

are down by a third (32.9 percent to 

be exact) compared to 2005 levels. 

Among EEI’s member companies, 

emissions have been reduced even 

more and were 45 percent below 

2005 levels as of year-end 2019.

Our industry long has been the na-

tion’s most capital-intensive indus-

try, and, over the past decade, we 

have sustained a record-high level 

of capital expenditures. Since 2010, 

EEI’s member companies have 

invested nearly $1 trillion to build 

smarter energy infrastructure and to 

integrate new generation.

EEI and our member compa-

nies also are working constantly 

to improve energy grid security, 

reliability, and resiliency, and we 

will continue to strengthen cy-

ber and physical defenses and to 

elevate preparedness. Our strong 

industry-government partnership, 

coordinated through the CEO-led 

Electricity Subsector Coordinating 

Council, will continue to be critical 

to accomplishing our shared goal of 

protecting the energy grid against 

all threats.

We know that our stakeholders 

need a clear and consistent way to 

measure our progress on delivering 

the clean energy future. That is why 

EEI, working with our member 

companies and the investment com-

munity, created the first-of-its-kind, 

industry-wide environmental, social, 

governance, and sustainability (ESG/

sustainability) reporting template. 

Launched in 2018, the template 

helps member companies provide 

investors, Wall Street analysts, and 

other key stakeholders with more 

consistent and uniform ESG/sus-

tainability data and information. 

We expanded the template in 2019 

to include a qualitative disclosure 
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while its dividend payout ratio was 

64.1 percent for calendar year 2019. 

Among the primary U.S. business 

sectors, those results only trailed the 

energy sector. As of December 31, 

2019, 39 of the 40 companies in the 

EEI Index were paying a common 

stock dividend.

I know that the COVID-19 pan-

demic has impacted all Americans. 

I also know that EEI’s member 

companies have a strong track 

record of coming together to help 

their customers and communities 

during times of need. We will be 

there every step of the way as our 

nation forges a path to recovery. 

And, we will build upon our long-

term record of service, resilience, 

and success.

EEI and our member compa-

nies are demonstrating Power by 

Association, and we are commit-

ted to delivering a cleaner, smarter, 

stronger energy future.

We truly value the partnership  

that we share with the financial 

community.

Thomas R. Kuhn 

President 

Edison Electric Institute

on cybersecurity governance and to 

formally integrate the American Gas 

Association’s (AGA’s) members.

Building on the work of the ESG/

sustainability template and rec-

ognizing the important role that 

natural gas has—and will continue 

to have—in our clean energy future, 

EEI and AGA now are focused 

on the Natural Gas Sustainability 

Initiative (NGSI). The NGSI is an 

overarching framework that enables 

the natural gas industry to measure, 

disclose, and recognize individual 

company and industry-wide prog-

ress and innovation on key sustain-

ability metrics. The NGSI frame-

work initially is focused on methane 

emissions and will incorporate 

additional ESG topics over time.

As you will see in this year’s 

Financial Review, EEI’s member 

companies continue to build upon 

a strong financial foundation. The 

industry’s average credit rating was 

BBB+ for the sixth straight year in 

2019, after increasing from the BBB 

average that previously had held 

since 2004. This improved credit 

quality greatly supports the contin-

ued level of elevated capital expen-

ditures, which set another record 

high of $124.1 billion in 2019.

The EEI Index gained 25.8 percent 

in 2019, and our industry extended 

its long-term trend of widespread 

dividend increases. A total of 37 

companies, or 93 percent of the 

industry, increased their dividend 

in 2019, matching the record-high 

percentage set in 2018. The indus-

try’s average dividend yield at the 

end of 2019 stood at 3.0 percent, 
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Comparison of the EEI Index, S&P 500,
and DJIA Total Return    1/1/15–12/31/19

REFLECTS REINVESTED DIVIDENDS

All returns are annual.
Note: Assumes $100 invested at closing prices December 31, 2014.

Source: EEI Finance Department and S&P Global Market Intelligence.
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Capital Markets
Stock Performance

The EEI Index trailed a surging 

stock market throughout 2019’s fi-

nal quarter, returning 0.4% versus 

the Dow Jones Industrial Average’s 

6.7%, the S&P 500 Index’s 9.1% and 

the tech-heavy Nasdaq Composite’s 

12.2% gain. The market’s multi-year 

rally resumed as growth fears ebbed 

with improving economic data, eas-

ing trade war tensions and another 

U.S. Federal Reserve rate cut — the 

third in 2019. Some market watch-

ers also cited the Fed’s aggressive in-

tervention in the repo market late in 

the year as a trigger for liquidity-in-

duced market gains. Otherwise, the 

10-year Treasury yield pushed higher 

in Q4 after a year-long decline; this 

likely pressured utility shares relative 

to sectors that are more sensitive to 

economic conditions.

The EEI Index returned nearly 

26% for full-year 2019, its strongest 

annual performance since 2014’s 

28.9%. But the broad market per-

formance was even stronger. The 

Dow returned 25.3% for the year, 

the S&P 500 Index returned 31.5% 

and the Nasdaq climbed 35.2%. 

Beginning and ending dates power-

fully shape relative return compari-

sons. The broad market’s 15% fall in 

2019 Index Comparison 

* Price gain/(loss) only.  Other indices show total return.

Source: EEI Finance Department and S&P Global 
Market Intelligence.

EEI Index 25.8

Dow Jones Industrials  25.3

S&P 500  31.5

Nasdaq Composite Index* 35.2
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Q4 2018 — when utility shares were  

flat — created a favorable 2019 start-

ing point. Adding 2018’s Q4 to 2019 

results raises utility returns for the 

15-month period well above those of 

the major averages.

 

Index Q1 Q2 Q3 Q4

EEI Index 11.1 4.1 8.2 0.4

Dow Jones Industrial Average 11.8 3.2 1.8 6.7

S&P 500 13.7 4.3 1.7 9.1

Nasdaq Composite* 16.5 3.6 (0.1) 12.2

Category  Q1 Q2 Q3 Q4

All Companies 10.6 4.9 6.5 (0.4)

Regulated 10.6 5.9 6.5 (0.1)

Mostly Regulated 10.5 1.3 6.6 (1.2)

2019 Returns By Quarter

* Price gain/loss only. Other indices show total return.
For the Category comparison, straight, equal-weight averages are used (i.e., not market-cap-weighted).

Source: EEI Finance Department, S&P Global Market Intelligence.

Sector Comparison 2019 Total Shareholder Return

 

Sector Total Return %

Technology 47.5%

Industrials 32.8%

Financials 32.6%

Consumer Goods 28.7%

Telecommunications 27.9%

Consumer Services 26.9%

EEI Index 25.8%

Utilities 24.9%

Healthcare 21.3%

Basic Materials 19.8%

Oil & Gas 10.4%

Source:  EEI Finance Dept., Dow Jones & Company, Yahoo! Finance.

Slow Growth but No Recession

Utilities’ short-term relative per-

formance as a group typically re-

sults from shifting macroeconomic 

sentiment rather than changes in 

the industry’s fundamental outlook. 

Indeed, Q4 2019 simply reversed 

Q3’s pattern, when trade-war fears 

and worrisome economic data kept 

the broad averages flat while safe-

haven utilities gained 8%.

U.S. real gross domestic product 

(GDP) growth slowed to a 2.0% rate 

in Q2 and 2.1% in Q3 from 3.1% in 

Q1. S&P 500 company profits (ag-

gregate rather than per share) were 

about flat year-to-year in Q2 and 

Q3 with revenue up 4% each quar-

ter, according to Zack’s Investment 

Research data. Zack’s pegs Q4 reve-

nue up 3.5% and income down 2%. 

The Trump Administration’s eco-

nomic stimulus and tax cuts made 

2018 corporate after-tax profits soar, 

somewhat distorting 2019’s year-

to-year comparison. And analysts 

expected revenue and profit growth 

to strengthen again in 2020. That 

bullish outlook contributed to Q4’s 

market rally.

Falling interest rates through 

much of 2019 supported utilities’ 

strong absolute return as well as 

the broad market’s rise. The U.S. 

Federal Reserve cut short-term rates 

twice during Q3 citing continued 

low inflation and the spillover ef-

fect from slowing growth overseas, 

and again in late October. The Fed 

Funds target fell from a 2.25% to 

2.50% range in early July to a 1.50% 

to 1.75% range after the October 

rate cut. The 10-year Treasury 

bond yield fell from a recent peak 

of 3.2% in late 2018 to 1.5% in 

early September before edging up 

to 1.9% as the year ended.
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Comparative Category Total Annual Returns 2015–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES, 
VALUE OF $100 INVESTED AT CLOSE ON 12/31/2014

EEI Index

Regulated

Mostly Regulated

Diversified

(Dollars)

- For the Category Comparison, straight, equal-weight averages are used (i.e., not market-cap-weighted).

- Cumulative Return assumes $100 invested at closing prices on December 31, 2014.

Source:  EEI Finance Dept., S&P Global Market Intelligence.

   2015  2016  2017  2018  2019 

EEI Index Annual Return (%)       (2.05)  22.21   11.56   4.28  23.06 

EEI Index Cumulative Return ($)      97.95   119.70   133.54   139.25   171.36 

Regulated EEI Index Annual Return    (0.67)  21.16   11.66   4.55   24.56 

Regulated EEI Index Cumulative Return      99.33   120.34   134.37   140.48   174.99 

Mostly Regulated EEI Index Annual Return    (3.67)  24.57   11.32   3.62   17.87 

Mostly Regulated EEI Index Cumulative Return      96.33   119.99   133.58   138.41   163.15 

Diversified EEI Index Annual Return     (14.43)  25.59   –  –  – 

Diversified EEI Index Cumulative Return     85.57   107.47  –  –  – 
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 2019 Category Comparison 

Category

EEI Index 23.1 
Regulated 24.6 
Mostly Regulated 17.9 

Return (%)

* Returns shown here are unweighted averages of 
constituent company returns. The EEI Index return shown 
in the 2019 Index Comparison table is cap-weighted.

Source: EEI Finance Department, S&P Global Market 
Intelligence, and company annual reports.

U.S. Electric Output Declines

The multi-year flattening in 

electric power demand persisted in 

2019. Full-year demand fell 1.7% 

from 2018’s level and annual na-

tionwide generation is largely un-

changed from its level in 2007. 

U.S. electric output declined 0.6% 

year-to-year in Q3 and 4.4% in Q2. 

Part of the shortfall in both quar-

ters was weather-related. Cooling 

degree days fell 11.2% year-to-year 

nationwide in Q2 and 2.1% in Q3. 

Cooling degree days were off 4.9% 

for the year as a whole while heat-

ing degree days were flat. Analysts 

cited the impact of trade tariffs on 

U.S. industrial demand as well as 

years of energy efficiency initiatives 

nationwide as other reasons for the 

demand weakness.

Growth Outlook Remains Healthy

Despite the lackluster demand 

trend, there was little change in the 

industry’s stable business funda-

mentals in 2019. Most stakeholders 

across the political spectrum support 

investments that advance renewable 

energy goals, decarbonization, reli-

ability, job creation and the enlarged 

tax base that comes with it. Utility 

investment programs include new 

renewables generation, new gas-fired 

generation, transmission and distri-

bution modernization and expan-

sion, smart-grid deployment, and 

reliability-related network hardening 

among other projects.

Analysts seem to view state regu-

latory relations as generally fair, bal-

ancing the interests of ratepayers, 

utilities and other stakeholders. Some 

utilities have successfully advocated 

for changes to rate design — such as 

forward test years, rate mechanisms 

and adjustment clauses — that allow 

timely recovery of costs associated 

with big-ticket capital investment 

programs and offer some protection 

from lethargic demand.

The prospect of electric vehicle 

(EV) adoption gained some ana-

lytical traction in 2019 as a poten-

tial longer-term source of demand 

growth that also supports decarbon-

ization when powered by emission-

free generation. While technological 

evolution is notoriously difficult to 

accurately predict, some estimates 

suggested widespread EV adoption 

could boost load by 1% annually 

over the next few decades.

Favorable Cost Trends

Another favorable trend for 

regulated utilities is low fuel costs. 

Coal prices have declined steadily 

since 2011, natural gas prices have 

changed little in recent years and 
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the growing amounts of wind and 

solar generation added to the grid 

have zero fuel cost. The low level of 

interest rates is also beneficial. Since 

regulated utilities pass fuel and in-

terest expense through to customers 

(and fuel can account for 40% or 

more of the customer’s bill), cost 

stability in these key areas helps 

keep bill inflation down and makes 

it easier to gain regulatory approv-

al for large investment programs. 

Despite years of capex growth, the 

average nationwide cost of electric-

ity for residential customers has 

risen from $0.1151/kilowatt hour 

(kWh) in 2009 to $0.1289/kWh in 

2018, which was unchanged from 

2017 and only marginally higher 

than 2014’s $0.1252, according to 

EIA data.

Top EEI Index Gainers

Several utilities gained 30% to 

40% in 2019, in some cases re-

bounding from previous weakness. 

Southern Company gained 51.3% 

as investor gained confidence in the 

outlook for completion and com-

mercial operation of its new Vogtle 

nuclear units and it completed a 

Georgia rate case near year-end. 

Entergy (+44.0%) gained on its re-

duced exposure to wholesale opera-

tions and transition back to a regu-

lated utility with several regulatory 

outcomes that support its invest-

ment plans. FirstEnergy (+33.9%) 

exited its formerly large competitive 

generation operations and is focused 

on earnings growth from regulated 

transmission and distribution in-

vestments. Sempra (+43.9%) has 

also divested non-core assets and 

is focused on high-growth U.S. re-

NYMEX Natural Gas Futures  
February 2020 through December 2024

Source: S&P Global Market Intelligence.
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 Market Capitalization at December 31, 2019 (in $MM)

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Company Name Ticker Market Cap. % of Total 

NextEra Energy, Inc. NEE 116,697  12.89%

Dominion Energy, Inc. D 67,333  7.44%

Southern Company SO 66,758  7.38%

Duke Energy Corporation DUK 66,492  7.35%

American Electric Power Company, Inc. AEP 46,673  5.16%

Exelon Corporation EXC 44,359  4.90%

Sempra Energy SRE 42,014  4.64%

Xcel Energy Inc. XEL 32,951  3.64%

Consolidated Edison, Inc. ED 30,054  3.32%

Public Service Enterprise Group Inc. PEG 29,761  3.29%

WEC Energy Group, Inc. WEC 29,089  3.21%

Eversource Energy ES 27,566  3.05%

Edison International EIX 26,167  2.89%

FirstEnergy Corp. FE 26,147  2.89%

PPL Corporation PPL 25,915  2.86%

Entergy Corporation ETR 23,832  2.63%

DTE Energy Company DTE 23,766  2.63%

Ameren Corporation AEE 18,885  2.09%

CMS Energy Corporation CMS 17,784  1.97%

AVANGRID, Inc. AGR 15,834  1.75%

Evergy, Inc. EVRG 15,270  1.69%

Company Name Ticker Market Cap. % of Total 

CenterPoint Energy, Inc. CNP 13,696  1.51%

Alliant Energy Corporation LNT 13,084  1.45%

NiSource Inc. NI 10,415  1.15%

Pinnacle West Capital Corporation PNW 10,114  1.12%

OGE Energy Corp. OGE 8,903  0.98%

MDU Resources Group, Inc. MDU 5,922  0.65%

PG&E Corporation PCG 5,750  0.64%

IDACORP, Inc. IDA 5,393  0.60%

Hawaiian Electric Industries, Inc. HE 5,106  0.56%

Portland General Electric Company POR 4,986  0.55%

Black Hills Corporation BKH 4,789  0.53%

ALLETE, Inc. ALE 4,196  0.46%

PNM Resources, Inc. PNM 4,057  0.45%

NorthWestern Corporation NWE 3,615  0.40%

Avista Corporation AVA 3,187  0.35%

El Paso Electric Company EE 2,757  0.30%

MGE Energy, Inc. MGEE 2,733  0.30%

Otter Tail Corporation OTTR 2,037  0.23%

Unitil Corporation UTL 921  0.10%

   

 Total Industry 905,009 100%

Source: EEI Finance Department and S&P Global Market Intelligence.

EEI Index Top 10 Performers
Twelve-month period ending 12/31/2019

Company Total Return % Category

Southern Company 51.3 R

Entergy Corporation 44.0 R

Sempra Energy 43.9 R

NextEra Energy, Inc. 42.6 MR

El Paso Electric Company 38.6 R

Edison International 37.6 R

WEC Energy Group, Inc. 36.8 R

Eversource Energy 34.4 R

MGE Energy, Inc. 33.9 R

FirstEnergy Corp. 33.9 R

Note: Return figures include capital gains and dividends.  

Source: EEI Finance Department.
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gions; in addition, it was impacted 

less than other California utilities 

by the devastating wildfires in 2017 

and 2018. NextEra (+42.6%) con-

tinues to produce strong earnings 

and dividend growth from its large 

renewables portfolio and regulated 

electric/gas pipeline operations in 

the southeastern U.S.

Elevated Valuations

At year-end, Wall Street analysts 

generally viewed utility stock valu-

ations as high when measured by 

price/earnings (PE) ratios relative 

to the S&P 500 and to history. One 

reason for high PEs is the very low 

level of interest rates both in the 

U.S. and overseas. The U.S. 10-year 

Treasury yield was about 6% in the 

late 1990s, more than triple today’s 

level, while bond markets in Europe 

and Japan sport widespread negative 

yields that drive global investors into 

relatively safe positive-yielding in-

vestments like utilities. Another rea-

son is the strong fundamentals that 

underpin prospects for total returns 

in excess of 8% (5% from earnings 

growth and 3% from the dividend). 

While PEs seem high, utilities may 

offer enough value to lift multi-

ples higher still if global economic 

growth turns down and interest rates 

fall to new lows.

Other Risks

A sharp rise in interest rates is 

widely seen as the biggest mac-

ro threat facing utility investors. 

Although that has been said for years 

and interest rates just seem to fall. 

Inflation held near 2% throughout 

2018 even as the economy roared 

and didn’t move in 2019 either. The 

main risk to the very long-lived eco-
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Source: U.S. Federal Reserve.
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nomic expansion seems to be weak-

ness rather than red-hot growth.

A second, less discussed risk is 

pushback on rate increases needed 

to fund capex programs. Stable fuel 

costs and low interest rates have kept 

bill pressures muted. Industry ana-

lysts expect that trend will continue. 

But if the economy enters recession 

and consumer incomes fall, manag-

ing regulatory risk and financing 

needed capex through customer 

rates may become more challenging 

than it has been in recent years.
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Source: EEI Finance Department.

2019 Dividend Patterns

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

No Change
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93%

Not Paying
2%

Source: EEI Finance Department.

2018 Dividend Patterns

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

No Change
2%

Raised
93%

Lowered
2%

Not Paying
2%

Dividends

The investor-owned electric util-

ity industry continued its long-term 

trend of widespread dividend in-

creases in 2019. A total of 37 com-

panies increased or reinstated their 

dividend compared to 39 in 2018, 

38 in 2017, 40 in 2016 and 36 to 

40 companies annually from 2012 

through 2015.

The percentage of companies that 

raised or reinstated their dividend 

in 2019 was 93%, matching 2018’s 

record high. This exceeded 2017’s 

88% and the previous record of 91% 

in 2016, the next two highest histor-

ical results. These followed results of 

85% in 2015 and a range of 73% to 

79% back to 2012. Only 27 of the 

65 utilities tracked by EEI increased 

their dividend in 2003, just prior 

to the passage of legislation that re-

duced dividend tax rates. The record 

high of 93% in both 2018 and 2019 

is based on data beginning in 1988. 

(Note: M&A activity reduced the 

number of publicly traded utilities 

tracked by EEI from 65 in 2003 to 

40 at year-end 2019).

As shown in the Dividend 

Patterns table, 39 of the 40 publicly 

traded utilities in the EEI Index were 

paying a common stock dividend as 

of December 31, 2019. Each com-

pany is limited to one action per 

year in the table. For example, if a 

company raised its dividend twice 

during a year, that counts as one 

in the Raised column. Companies 

generally use the same quarter each 

year for dividend changes, with the 

first being the most common for 

electric utilities.
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1995–Dividend Patterns   2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

 

 

 

 

  * Omitted in current year. This number is not included in the Not Paying column.   

** * Prior to 2000: Total industry dividends/total industry earnings. Starting in 2000: Average of all companies paying dividend.

*** Excludes companies that omitted or reinstated dividends. 

 2019 current year figures reflect dividend changes (raised, lowered, etc.) through 12/31/2019 and earnings and dividends through 12/31/2019 
 (payout ratio). 

 Source: S&P Global Market Intelligence and EEI Finance Department

**

    

       Dividend
 Raised No Change Lowered Omitted* Reinstated Not Paying Total Payout Ratio
       

 52 40 3 – – 3 98 75.3%
 48 44 2 1 1 2 98 70.7%
 40 45 6 2 – 3 96 84.2%
 40 37 7 – – 5 89 82.1%
 29 45 4 – 3 2 83 74.9%
 26 39 3 1 – 2 71 63.9%
 21 40 3 2 – 3 69 64.1%
 26 27 6 3 – 3 65 67.5%
 26 24 7 2 1 5 65 63.7%
 35 22 1 – – 7 65 67.9%
 34 22 1 1 2 5 65 66.5%
 41 17 – – – 6 64 63.5%
 40 15 – – 3 3 61 62.1%
 36 20 1 – 1 1 59 66.8%
 31 23 3 – – 1 58 69.6%
 34 22 – – – 1 57 62.0%
 31 22 – 1 1 – 55 62.8%
 36 14 – – 1 – 51 64.2%
 36 12 1 – – – 49 61.5%
 38 9 1 – – – 48 60.4%
 39 7 – – – – 46 67.0%
 40 4 – – – – 44 62.9%
 38 4 – 1 – – 43 64.0%
 39 1 1 – – 1 42 63.9%
 37 2 – – – 1 40 62.6%

 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Average of the 

Increased Dividend Actions *** 8.2%   6.8% 7.2% 5.3% 5.7% 5.8% 5.6% 5.6% 5.7% 5.1%

Average of the 
Declining Dividend Actions *** NA (100.0%)   NA (41.0%)   (34.5%)   NA NA NA (79.8%)  NA 

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2019 Increases Average 5.1%

The average dividend increase 

in 2019 was 5.1%, with a range of 

0.6% to 12.6% and a median in-

crease of 4.9%. NextEra (+12.6% 

in Q1), Dominion (+9.9% in Q1), 

Sempra (+8.1% in Q1) and DTE 

(+7.1% in Q4) posted the largest 

percentage increases.

NextEra Energy, headquartered in 

Juno Beach, Florida, raised its quar-

terly dividend from $1.11 to $1.25 

per share in Q1. The increase is 

consistent with its plan, announced 

in 2018, to target 12% to 14% an-

nual growth in dividends per share 

through at least 2020, off a 2017 

base. NextEra recorded the indus-

try’s second-highest percentage in-

crease in 2018 (+13.0%) and the 

largest percentage increases in both 

2017 (+12.9%) and 2016 (+13.0%, 

along with Edison International and 

DTE Energy).

Dominion Energy, based in 

Richmond, Virginia, increased its 

quarterly dividend from $0.835 to 
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$0.9175 per share in Q1. As a result, 

2019 marked the 16th consecutive 

year in which Dominion increased 

its dividend.

Sempra Energy, based in San 

Diego, California, announced in 

Q1 a quarterly increase from $0.895 

to $0.9675 per share; 2019 was the 

ninth consecutive year that Sempra 

increased its dividend, which has 

grown by more than 47 percent 

since 2014.

DTE Energy, headquartered in 

Detroit, Michigan, raised its quar-

terly dividend from $0.945 to 

$1.0125 per share during Q4. DTE 

has issued a cash dividend for more 

than 100 years.

The industry’s average and me-

dian increases have been relatively 

consistent in recent years. The aver-

age increase was 5.7% in 2018 and 

5.6% in both 2017 and 2016. The 

median was 5.5% in 2018 and 2017 

and 5.1% in 2016.

Payout Ratio and Dividend Yield

The industry’s dividend pay-

out ratio was 64.1% for the twelve 

months ended December 31, 2019, 

trailing only the Energy sector’s 

80.0% among U.S. business sec-

tors. The industry’s payout ratio 

was 62.6% when measured as an 

un-weighted average of individual 

company ratios; 64.1% represents 

an aggregate figure. From 2000 

through 2019, the industry’s annu-

al payout ratio ranged from 60.4%  

to 69.6%.

While the industry’s net income 

has fluctuated from year to year, its 

payout ratio has remained relatively 

consistent after eliminating non-

recurring and extraordinary items 

from earnings. We use the following 

approach when calculating the in-

dustry’s dividend payout ratio:

1.  Non-recurring and extraordi-

nary items are eliminated  

from earnings.

2.  Companies with negative ad-

justed earnings are eliminated.

3.  Companies with a payout  

ratio in excess of 200% are 

eliminated.

The industry’s average dividend 

yield was 3.0% on December 31, 

2019, trailing only the Energy sec-

tor’s 3.8% and the broader Utilities 

sector’s 3.1%. The year-end yield 

was 3.4% in each of the three pre-

vious years. In 2019, the industry’s 

strong dividend activity was more 

than offset by stock price gains, re-

sulting in the lower average yield. 

The market cap-weighted EEI Index 

increased by 25.8% in 2019.

 Sector Comparison
Dividend Payout Ratio

For 12-month period ending 12/31/19

 

* For this table, EEI (1) sums dividends and (2) sums earnings of all index
   companies and then (3) divides to determine the comparable DPR.

Assumptions:  
1. EEI Index Companies payout ratio based on LTM common dividends paid 
and income before nonrecurring and extraordinary items.

2. S&P sector payout ratios based on 2019E dividends and earnings per 
share (estimates as of 12/31/2019). 
 
For more information on constituents of each S&P sector, 
see http://www.sectorspdr.com/. 
 
Source: AltaVista Research, S&P Global Market Intelligence, 
and EEI Finance Department.

 Sector Payout Ratio (%)

EEI Index Companies* 64.1%

Energy 80.0%

Utilities 63.6%

Consumer Staples 55.9%

Materials 42.1%

Industrial 36.1%

Consumer Discretionary 32.7%

Technology 29.9%

Health Care 28.6%

Financial 28.0%
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We calculate the industry’s ag-

gregate dividend yield using an un-

weighted average of the yields of EEI 

Index companies paying a dividend. 

The strong yields prevalent among 

most electric utilities have helped sup-

port their share prices over the past 

decade, particularly given the period’s 

historically low interest rates. The Tax 

Cuts and Jobs Act, signed into law 

in December 2017, maintained pre-

existing tax rates for dividends and 

capital gains. This is crucial to avoid a 

capital raising disadvantage for high-

dividend companies.

 Sector Comparison, Dividend Yield
As of December 31, 2019

Assumptions:  
1. EEI Index Companies' yield based on last announced, annualized dividend rates 
(as of 12/31/2019); S&P sector yields based on 2019E cash dividends (estimates 
as of 12/31/2019).
  
For more information on constituents of each S&P sector, 
see http://www.sectorspdr.com/.  

Source:  AltaVista Research, S&P Global Market Intelligence 
and EEI Finance Department.

Sector  Dividend Yield (%)

EEI Index Companies 3.0%

Energy 3.8%

Utilities 3.1%

Consumer Staples 2.6%

Financial 2.0%

Materials 2.0%

Industrial 1.9%

Health Care 1.6%

Consumer Discretionary 1.4%

Technology 1.3%

Business Category Comparison

The Regulated category’s dividend 

payout ratio was 62.1% for the 12 

months ended December 31, 2019 

compared to 64.1% for the Mostly 

Regulated category. The Regulated 

group produced the highest annual 

payout ratio in 2017, 2015, 2011, 

2010 and in each year from 2003 

through 2008. It was exceeded by 

the Mostly Regulated group in 

2018, 2016, 2014, 2013, 2012 and 

2009; weaker earnings from compet-

itive power likely contributed to the 

higher payout ratio for the Mostly 

Regulated group in those years.

The Regulated and Mostly 

Regulated groups’ average dividend 

yields were 3.0% and 3.1%, respec-

tively, on December 31, 2019. Both 

had a 3.4% average dividend yield 

at year-ends 2018 and 2017. The 

yields for the Regulated and Mostly 

Regulated categories were 3.4% and 

3.5%, respectively, on December 

31, 2016.
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  Category Comparison, Dividend Payout Ratio
 

Regulated: 80% or more of total assets are regulated
Mostly Regulated: Less than 80% of total assets are regulated
Diversified: Prior to 2017, less than 50% of total assets are regulated

Source: S&P Global Market Intelligence, company reports, and EEI Finance Department

Category 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019  

EEI Index 62.0 62.8 64.2 61.5 60.4 67.0 62.9 64.0 63.9 62.6
Regulated 64.1 63.4 62.1 60.5 59.4 68.7 61.1 68.7 60.1 62.1
Mostly Regulated 60.7 63.1 69.7 64.7 63.8 62.6 68.0 53.3 72.8 64.1
Diversified 49.7 54.7 53.4 44.7 56.4 64.9 64.6 – – –

 Category Comparison, Dividend Yield
As of December 31, 2019

Regulated: 80% or more of total assets are regulated

Mostly Regulated: Less than 80% of total assets are regulated

Source: S&P Global Market Intelligence, company reports and 
EEI Finance Department

Category Dividend Yield 

EEI Index 3.0%

Regulated 3.0%

Mostly Regulated 3.1%
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Dividend Summary
As of December 31, 2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

ALLETE, Inc. ALE MR  $2.35  75.0% 2.9% Raised  $2.35   $2.24  2019 Q1

Alliant Energy Corporation LNT R  $1.42  59.5% 2.6% Raised  $1.42   $1.34  2019 Q1

Ameren Corporation AEE R  $1.98  56.6% 2.6% Raised  $1.98   $1.90  2019 Q4

American Electric Power Company, Inc. AEP R  $2.80  65.0% 3.0% Raised  $2.80   $2.68  2019 Q4

AVANGRID, Inc. AGR MR  $1.76  102.1% 3.4% Raised  $1.76   $1.73  2018 Q3

Avista Corporation AVA R  $1.55  90.6% 3.2% Raised  $1.55   $1.49  2019 Q1

Black Hills Corporation BKH R  $2.14  53.5% 2.7% Raised  $2.14   $2.02  2019 Q4

CenterPoint Energy, Inc. CNP MR  $1.15  56.3% 4.2% Raised  $1.15   $1.11  2018 Q4

CMS Energy Corporation CMS R  $1.53  63.9% 2.4% Raised  $1.53   $1.43  2019 Q1

Consolidated Edison, Inc. ED R  $2.96  64.2% 3.3% Raised  $2.96   $2.86  2019 Q1

Dominion Energy, Inc. D R  $3.67  73.0% 4.4% Raised  $3.67   $3.34  2019 Q1

DTE Energy Company DTE MR  $4.05  58.3% 3.1% Raised  $4.05   $3.78  2019 Q4

Duke Energy Corporation DUK R  $3.78  74.7% 4.1% Raised  $3.78   $3.71  2019 Q3

Edison International EIX R  $2.55  40.6% 3.4% Raised  $2.55   $2.45  2019 Q4

El Paso Electric Company EE R  $1.54  45.7% 2.3% Raised  $1.54   $1.44  2019 Q2

Entergy Corporation ETR R  $3.72  46.0% 3.1% Raised  $3.72   $3.64  2019 Q4

Evergy, Inc. EVRG R  $2.02  64.5% 3.1% Raised  $2.02   $1.90  2019 Q4

Eversource Energy ES R  $2.14  57.4% 2.5% Raised  $2.14   $2.02  2019 Q1

Exelon Corporation EXC MR  $1.45  44.4% 3.2% Raised  $1.45   $1.38  2019 Q1

FirstEnergy Corp. FE R  $1.56  90.0% 3.2% Raised  $1.56   $1.52  2019 Q4

Hawaiian Electric Industries, Inc. HE MR  $1.28  66.7% 2.7% Raised  $1.28   $1.24  2019 Q1

IDACORP, Inc. IDA R  $2.68  55.6% 2.5% Raised  $2.68   $2.52  2019 Q4

MDU Resources Group, Inc. MDU MR  $0.83  47.8% 2.8% Raised  $0.83   $0.81  2019 Q4

MGE Energy, Inc. MGEE R  $1.41  55.1% 1.8% Raised  $1.41   $1.35  2019 Q3

NextEra Energy, Inc. NEE MR  $5.00  81.0% 2.1% Raised  $5.00   $4.44  2019 Q1

NiSource Inc. NI R  $0.80  37.4% 2.9% Raised  $0.80   $0.78  2019 Q1

NorthWestern Corporation NWE R  $2.30  57.0% 3.2% Raised  $2.30   $2.20  2019 Q1

OGE Energy Corp. OGE R  $1.55  69.0% 3.5% Raised  $1.55   $1.46  2019 Q3

Otter Tail Corporation OTTR R  $1.40  64.2% 2.7% Raised  $1.40   $1.34  2019 Q1

PG&E Corporation PCG R  $-    0.0% 0.0% Lowered  $-     $2.12  2017 Q4

Pinnacle West Capital Corporation PNW R  $3.13  59.1% 3.5% Raised  $3.13   $2.95  2019 Q4

PNM Resources, Inc. PNM R  $1.23  38.0% 2.4% Raised  $1.23   $1.16  2019 Q4

Portland General Electric Company POR R  $1.54  62.6% 2.8% Raised  $1.54   $1.45  2019 Q2

PPL Corporation PPL R  $1.65  68.3% 4.6% Raised  $1.65   $1.64  2019 Q1

Public Service Enterprise Group Incorporated PEG MR  $1.88  45.3% 3.2% Raised  $1.88   $1.80  2019 Q1

Sempra Energy SRE R  $3.87  50.2% 2.6% Raised  $3.87   $3.58  2019 Q1

Southern Company SO R  $2.48  106.6% 3.9% Raised  $2.48   $2.40  2019 Q2

Unitil Corporation UTL R  $1.48  71.8% 2.4% Raised  $1.48   $1.46  2019 Q1

WEC Energy Group, Inc. WEC R  $2.36  65.6% 2.6% Raised  $2.36   $2.21  2019 Q1

Xcel Energy Inc. XEL R  $1.62  57.7% 2.6% Raised  $1.62   $1.52  2019 Q1 
Industry Average    62.6% 3.0%    

  Company Annualized Payout Yield Last   Date
Company Name Stock Category Dividends Ratio (%) Action To From Announced

NOTES

Business Segmentation: Assets as of 12/31/2018

R = Regulated:  80% or more of total assets are regulated. MR = Mostly Regulated:  Less than 80% of total assets are regulated.

Dividend Per Share:  Per share amounts are annualized declared fi gures as of 12/31/2019.

Dividend Payout Ratio: Dividends paid for 12 months ended 12/31/2019 divided by net income before nonrecurring and extraordinary items for 12 months 

ended 12/31/2019. While net income is after-tax, nonrecurring and extraordinary items are pre-tax, as there is no consistent method of gathering these 

items on a tax adjusted basis under current reporting guidelines. On an individual company basis, the Payout Ratio in the table could differ slightly from 

what is reported directly by the company.

“NM” applies to companies with negative earnings or payout ratios greater than 200%.

Dividend Yield: Annualized Dividends Per Share at 12/31/2019 divided by stock price at market close on 12/31/2019.

By Business Segment: Average of Dividend Payout Ratios and Dividend Yields for companies within these business segments.

Source: EEI Finance Department and S&P Global Market Intelligence.

Exhibit No. AMF-4 
Page 24 of 383



CAPITAL MARKETS

 EEI 2019 FINANCIAL REVIEW 15

Credit Ratings

The industry’s average credit rat-

ing remained at BBB+ for a sixth 

straight year in 2019, although five 

parent-level downgrades versus one 

upgrade produced a slight weaken-

ing in holding-company credit qual-

ity after years of steady gains.

There were 90 total actions across 

all holding companies and under-

lying subsidiaries, above the 72 

average of the previous ten years. 

Upgrades were 61.1% of the total. 

The five-year period 2013 through 

2017 produced the five-highest up-

grade percentages in our historical 

data. Over the past ten years, up-

grades outnumbered downgrades in 

seven years with an annual average 

upgrade percentage of 64.4%.

EEI captures upgrades and 

downgrades at both the parent and 

subsidiary levels. Multiple actions 

within a parent holding company 

are included in the upgrade/down-

grade totals. However, the indus-

try’s average credit rating and out-

look are based on the unweighted 

average of all Standard & Poor’s 

(S&P) parent holding company rat-

ings and outlooks.

On December 31, 2019, 79.5% 

of holding company ratings out-

looks were “stable” and 2.3% were 

Total Actions Upgrade %

Direction of Rating Actions

Source: Fitch Ratings, Moody’s, and Standard & Poor’s.

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

2016 20172010 2011 2012 2013 2014 2015

66

76 80

50 52

9093
106

80

73.1% 73.1%

67

20192018

59.1%

75.0%

97.2%

70%

48.7%

61.1%

44.1%

36.3%

Exhibit No. AMF-4 
Page 25 of 383



CAPITAL MARKETS

16 EEI 2019 FINANCIAL REVIEW

Note: Data presents the number of occurrences and includes each event, even if multiple actions occurred for a single company.

Source: Fitch Ratings, Moody’s, and Standard & Poor’s.

Credit Rating Agency Upgrades and Downgrades  2015 Q1–2019 Q4
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Note: Chart depicts the number of occurrences and includes each event, even if multiple downgrades occurred for a single company. 

Source: Fitch Ratings, Moody’s, and Standard & Poor’s. 

 2015 2016 2017 2018 2019
 Total Total Total Total Total Total Total Total Total Total
 Upgrades Downgrades Upgrades Downgrades Upgrades Downgrades Upgrades Downgrades Upgrades Downgrades
Fitch          
Q1 0 0  5 (1) 2 0  1  (5) 3 (7)
Q2 4 (5) 4 (2) 1 0  2  (3) 7 0 
Q3 0 0  3 0  5 (4) 1  (11) 3 0 
Q4  2 0  1 0  3 0  8  (2) 13 (3)

Total 6 (5) 13 (3) 11 (4) 12  (21) 26 (10)

Moody's          
Q1 2 0  2 (2) 4 0  0  (4) 2 (6)
Q2 4 (1) 2 0  3 0  2  0  2 (2)
Q3 1 (1) 1 (5) 3 (2) 0  (9) 5 (1)
Q4  2 (1) 0 (1) 0 0  1  (7) 0 (2)

Total 9 (3) 5 (8) 10 (2) 3  (20) 9 (11)

S&P          
Q1 0 0  6 (2) 7 (4) 5  (2) 9 (8)
Q2 18 (1) 6 (1) 3 (1) 2  (4) 1 0 
Q3 0 (5) 19 (3) 0 (3) 16  (3) 4 (4)
Q4 2 (1) 0 (1) 7 0  3  (2) 6 (2)

Total 20 (7) 31 (7) 17 (8) 26  (11) 20 (14)

Credit Rating Agency Upgrades and Downgrades 2015 Q1–2019 Q4 
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“positive” or “watch-positive”. Only 

18.2% were “negative” or “watch-

negative”, down from 23.4% at year-

end 2018.

Credit Actions at Parent Level

Total ratings actions at the parent 

holding company level in 2019 in-

cluded one upgrade and five down-

grades compared to six upgrades 

and two downgrades in 2018. Over 

the past ten years, aggregate parent-

level credit quality has experienced 

a steady strengthening, having de-

clined in only two calendar years 

(2019 and 2012). Our universe of 

45 U.S. parent company electric 

utilities at December 31, 2019 in-

cluded 40 publicly-traded utilities 

and five that are either a subsidiary 

of an independent power producer, a 

subsidiary of a foreign-owned com-

pany, or that have been acquired by 

an investment firm.

CenterPoint Energy

On February 1, S&P down-

graded CenterPoint Energy, citing 

its recently completed merger with 

Vectren, lowering the combined 

company CenterPoint’s rating to 

BBB+ from A-. S&P said Vectren’s 

construction business increased the 

risk profile of CenterPoint’s non-

utility operations; in particular, the 

acquisition debt would increase le-

verage and weaken financial mea-

sures over the next several years. 

S&P also lowered the ratings of 

subsidiaries CenterPoint Energy 

Houston Electric and CenterPoint 

Energy Resources to BBB+ from 

A-. Likewise, S&P downgraded 

Vectren and its subsidiaries Vectren 

Utility Holdings, Indiana Gas, and 

Southern Indiana Gas and Electric 

to BB+ from A- to align the ratings 

of Vectren and its subsidiaries with 

CenterPoint’s group credit profile.

DPL Inc.

On November 26, S&P down-

graded DPL Inc. and subsidiary 

Dayton Power and Light (DP&L) 

to BB from BBB-, a two-notch de-

crease, after Ohio regulators ordered 

DP&L to terminate its distribution 

modernization rider. The Public 

Utilities Commission of Ohio’s 

(PUCO) decision was in response to 

a June 19 decision by the Supreme 

Court of Ohio that found PUCO’s 

approval of an annual distribution 

charge by FirstEnergy’s Ohio utili-

ties was “unlawful and unreason-

able” and must be removed for their 

electric security plans.

Eversource Energy

On July 25, S&P lowered 

Eversource Energy’s rating to A- 

from A+, a two-notch decrease, due 

to the company’s decision to pursue 

growth through riskier contracted 

renewable assets. The action fol-

lowed a win in New York’s offshore 

wind solicitation by Sunrise Wind, 

Eversource’s 880-MW offshore wind 

venture with Danish power com-

pany Orsted. S&P views contract-

ed offshore wind as considerably 

riskier than the rest of Eversource’s 

low-risk transmission and distribu-

tion portfolio. Even with the down-

grade, Eversource remains among 

the top-rated parent companies in 

the industry at A-; only Berkshire 

Energy Holdings had a higher A 

rating at year-end 2019. S&P also 

lowered the ratings of subsidiar-

ies Yankee Gas Services, NSTAR 

Gas, and Aquarian by two notches, 

to A- from A+, while subsidiaries 

NSTAR Electric, Connecticut Power 

& Light and Public Service Co. of 

New Hampshire received one-notch 

downgrades, to A from A+.

Exelon

On March 1, S&P upgraded 

Exelon’s issuer credit rating to BBB+ 

from BBB, citing the successful ex-

ecution of its utility-focused growth 

strategy. S&P noted that Exelon 

has reduced its business risk by im-

plementing zero-emission credits 

(ZECs) in New York and Illinois 

and said it expects Exelon will im-

plement ZECs in New Jersey later 

in 2019. S&P also cited the con-

tinuous growth of Exelon’s lower-

risk regulated businesses, relative to 

other segments, as a reason for the 

upgrade. S&P expects Exelon’s util-

ity operations and ZECs will con-

sistently account for about 75% 

of its consolidated EBITDA. S&P 

also upgraded subsidiaries Exelon 

Generation, Commonwealth Edison 

and PECO Energy to BBB+ from 

BBB; Pepco Holdings, Atlantic City 

Electric, Delmarva Power & Light 

and Potomac Electric Power to A- 

from BBB+; and Baltimore Gas and 

Electric to A from A-.

PG&E

In January 2019, S&P lowered 

the issuer credit rating for PG&E 

Corporation and subsidiary Pacific 

Gas and Electric in three actions re-

lated to the devastating California 

wildfires in 2017 and 2018. On 

January 7, S&P cited an eroding po-

litical and regulatory environment 

in its downgrade to B from BBB-

. On January 14, the ratings were 

lowered to CC from B after PG&E 
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announced plans to seek Chapter 

11 bankruptcy protection related to 

billions of dollars of potential liabili-

ties. On January 29, S&P lowered 

ratings for PG&E and Pacific Gas 

and Electric to D from CC when 

PG&E made its voluntary Chapter 

11 bankruptcy filing.

Other California Utilities

On January 21, S&P downgraded 

Edison International and its sub-

sidiary Southern California Edison 

(along with Sempra Energy subsid-

iary San Diego Gas & Electric), stat-

ing the companies remain at high 

risk from catastrophic wildfires due 

to climate change and lack sufficient 

regulatory protection because of 

California’s common law applica-

tion of the legal doctrine of inverse 

condemnation. Edison International 

and Southern California Edison’s 

ratings were lowered to BBB from 

BBB+, while San Diego Gas & 

Electric’s rating was downgraded to 

BBB+ from A-.

FirstEnergy

Although FirstEnergy’s parent-lev-

el rating with S&P remained at BBB 

throughout the year, 23 total actions 

(all upgrades) at the operating utility 

level were the industry’s most, by far, 

for any single holding company.

On March 21, Moody’s upgraded 

subsidiaries American Transmission 

Systems and Mid-Atlantic Interstate 

Transmission to A3 from Baa1, citing 

robust capital investment programs 

supported by the Federal Energy 

Regulatory Commission (FERC) 

regulatory framework. On July 23, 

Moody’s upgraded subsidiaries Ohio 

Edison and Pennsylvania Power to 

A3 from Baa1, Toledo Edison to 

Bond Ratings December 31, 2019
as rated by Standard & Poor’s

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Below BBB- 
4%

 BBB-
7%

BBB
18%

BBB+
40%

A- 
27%

A or higher 
4%

Bond Ratings December 31, 2018
as rated by Standard & Poor’s

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

A or higher
6%

 BBB-
11%

BBB
17%

BBB+
38%

A- 
28%

Baa1 from Baa3, and Cleveland 

Electric Illuminating to Baa2 from 

Baa3, stating that FirstEnergy’s Ohio 

utilities benefit from a constructive 

regulatory environment for rate base 

growth over the next several years. On 

April 18, Fitch upgraded FirstEnergy 

subsidiaries Monongahela Power, 

Allegheny Generating, Potomac 

Edison and Jersey Central Power 

& Light to BBB from BBB- stating 

that First Energy’s core utility and 

transmission operations benefit from 

relatively low business risk and pre-

dictable earnings and cash flows. On 

November 8, Fitch upgraded parent 

company FirstEnergy to BBB from 

BBB-, along with upgrades for 12 

of its subsidiaries; these included its 

Ohio, Pennsylvania and New Jersey 

operating utility distribution subsid-

iaries and FirstEnergy Transmission, 

along with its operating transmission 

utility subsidiaries.
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Bond Ratings December 31, 2017
as rated by Standard & Poor’s

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

A or higher
6%

Below BBB-
2%  BBB-

10%

BBB
18%

BBB+
35%

A- 
29%

Bond Ratings December 31, 2001
as rated by Standard & Poor’s

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

A or higher
25%

Below BBB-
8%

 BBB-
10%

BBB
14%

A- 
17%

BBB+
26%

Upgrades Outnumber Downgrades

The industry’s 55 upgrades out-

numbered its 35 downgrades in 2019. 

The 61.1% upgrade percentage is up 

from 45.3% in 2018, the only year 

since 2013 that upgrades did not out-

number downgrades. The five-year 

period 2013 through 2017 produced 

the five-highest upgrade percentages 

in our historical data.

Over the past ten years, up-

grades outnumbered downgrades 

in seven years, with an annual aver-

age upgrade percentage of 64.4%. 

In 2019, FirstEnergy (23 upgrades) 

and Exelon (14 upgrades) accounted 

for 37, or two-thirds, of the indus-

try’s upgrades; these were spread 

across the three ratings agencies and 

throughout all four quarters.

A comparison of activity by all 

three ratings agencies is shown in the 

Rating Agency Activity table, with 

the following breakdown in 2019:

 ■ Fitch (26 upgrades,  

10 downgrades)

 ■ Moody’s (9 upgrades,  

11 downgrades)

 ■ Standard & Poor’s (20 upgrades, 

14 downgrades)

Source: Fitch Ratings, Moody’s, Standard & Poor’s, S&P Global Market Intelligence, and EEI Finance Department.

Total Ratings Changes  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Fitch  24 25 26 23 14 11 16 15 33 36
Moody's   20 11 20 17 85 12 13 12 23 20
Standard & Poor's  36 30 30 40 7 27 38 25 37 34

Total   80 66 76 80 106 50 67 52 93 90

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Rating Agency Activity
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Primary reasons for upgrades 

were favorable regulatory/rate activ-

ity, increased regulated focus across 

business models, and improved fi-

nancial metrics. Primary reasons 

for downgrades were the California 

wildfire crisis, M&A activity, unfa-

vorable regulatory/rate activity, and 

decreased percentage of regulated 

operations.

S&P Utility Credit Ratings Distribution by Company Category
U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Note: Totals may not equal 100.0% due to rounding. 

Refer to page v for category descriptions. 

Source: Standard & Poor's, S&P Global Market Intelligence, and EEI Finance Department. 

 

 2015  2016  2017  2018  2019 

 # % # % # % # % # %

Regulated

A or higher 1 3% 2 6% 2 6% 1 3% 1 3%

A- 8 22% 10 28% 12 34% 11 32% 11 31%

BBB+ 12 33% 13 36% 10 29% 11 32% 11 31%

BBB 12 33% 8 22% 7 20% 7 21% 8 23%

BBB- 1 3% 3 8% 4 11% 4 12% 2 6%

Below BBB- 2 6% 0 0% 0 0% 0 0% 2 6%

Total 36 100% 36 100% 35 100% 34 100% 35 100%

Mostly Regulated

A or higher 1 8% 1 8% 1 7% 2 15% 1 10%

A- 5 38% 2 17% 2 14% 2 15% 1 10%

BBB+ 5 38% 7 58% 7 50% 7 54% 7 70%

BBB 1 8% 0 0% 2 14% 1 8% 0 0%

BBB- 1 8% 1 8% 1 7% 1 8% 1 10%

Below BBB-0 0 0% 1 8% 1 7% 0 0% 0 0%

Total 13 100% 12 100% 14 100% 13 100% 10 100%

Diversified *removed this category after 2016

A or higher 0 0% 0 0%

A- 0 0% 0 0%

BBB+ 1 50% 0 0%

BBB 0 0% 1 50%

BBB- 1 50% 1 50%

Below BBB- 0 0% 0 0%

Total 2 100% 2 100%

Ratings by Company Category

The table S&P Utility Credit 

Rating Distribution by Company 

Category presents the distribution 

of credit ratings over time by com-

pany category (Regulated, Mostly 

Regulated and Diversified) for the 

investor-owned electric utilities. 

The Diversified category was elimi-

nated in 2017 due to its dwindling 

number of companies. Ratings are 

based on S&P’s long-term issuer 

ratings at the holding company lev-

el, with only one rating assigned per 

company. At December 31, 2019, 

the average rating for both the 

Regulated and Mostly Regulated 

categories was BBB+.
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Long-Term Credit Rating Scales

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Investment 
Grade 

Moody’s Standard & Poor’s Fitch

Aaa

Aa1
Aa2
Aa3

A1
A2
A3

Baa1
Baa2
Baa3

Ba1
Ba2
Ba3

B1
B2
B3

Caa1
Caa2
Caa3

Ca

C

C

Source: Fitch Ratings, Moody’s, and Standard & Poor’s.

Speculative
 Grade 

Default

AAA

AA+
AA
AA-

A+
A
A-

BBB+
BBB
BBB-

BB+
BB
BB-

B+
B
B-

CCC+
CCC
CCC-

CC

C

D

AAA

AA+
AA
AA-

A+
A
A-

BBB+
BBB
BBB-

BB+
BB
BB-

B+
B
B-

CCC+
CCC
CCC-

CC

C

D

Moody’s Standard & Poor’s Fitch

Moody’s Standard & Poor’s Fitch
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Business Strategies

Business Segmentation

The industry’s regulated busi-

ness segments — regulated electric 

and natural gas distribution — grew 

their combined assets by $112.7 

billion, or 8.2%, in 2019, extend-

ing a multi-year trend and driving 

a $132.0 billion, or 8.1%, increase 

in total industry assets. Regulated 

assets remained at about 81.7% of 

the industry total, essentially match-

ing their share at year-end 2018. 

The Regulated Electric segment’s 

share of total industry assets edged 

down from 69.0% at year-end 2018 

to 68.7% at year-end 2019, despite 

rising $89.3 billion, or 7.7%, in ab-

solute terms as the industry’s three 

other primary business segments 

experienced even higher percent-

age growth. Competitive Energy as-

sets rose by $16.8 billion, or 9.5%, 

driven largely by growth in merchant 

renewable generation while the in-

dustry’s natural gas operations also 

saw strong asset growth. A record-

high $124.1 billion of capital expen-

ditures and generally constructive 

regulatory relations supported the 

growth in regulated assets — both 

electric and natural gas-related.

The Regulated Electric business 

segment’s revenue fell by $1.3 bil-

lion, or 0.5%, as power demand 

was almost 2% lower in 2019 than 

in 2018. Competitive Energy rev-

enue declined by $2.8 billion, or 

5.1%. Natural Gas Distribution 

was the only primary business seg-

ment with higher revenue, growing 

by $2.0 billion, or 4.4%. As a result, 

total industry revenue was nearly 

unchanged versus 2018, falling by 

$1.1 billion, or 0.3%. The Natural 

Gas Distribution segment has led 

the industry in revenue growth over 

the last four years, partly a result of 

several major gas acquisitions that 

closed during 2016.

2019 Revenue by Segment

Regulated Electric revenue de-

creased slightly in 2019, falling by 

$1.3 billion, or 0.5%, to $253.5 bil-

lion from $254.8 billion in 2018. 

The segment’s share of total industry 

revenue was unchanged at 67.5%, 

remaining well above its level near 

the beginning of the industry’s mi-

gration back to a regulated focus (its 

share was 51.9% in 2005).

Natural Gas Distribution rev-

enue rose by $2.0 billion, or 4.4%, 

to $47.4 billion from $45.3 billion 

in 2018. This followed annual in-

creases of 3.0% in 2018, 17.6% in 

2017 and 8.9% in 2016, gains due 

in part to the completion in 2016 of 

four large acquisitions of natural gas 

distribution businesses.

Total regulated revenue — the sum 

of the Regulated Electric and Natural 

Gas Distribution segments — in-

creased by $685 million, or 0.2%, to 

$300.9 billion in 2019. The indus-

try’s focus on regulated operations has 

driven a steady growth in these two 

business segments’ share of industry 

revenue. Regulated revenue in total 

accounted for 80.1% of industry rev-

enue in 2019, up from 79.5% in 2018 

and well above 2005’s 65.3% share.

Eliminations and reconciling 

items were added back to total rev-

enue to arrive at the denominator 

for the segment percentage calcula-

tions shown in the graphs Revenue 

Breakdown 2019 and 2018.

2019 Assets by Segment

Regulated Electric assets increased 

by $89.3 billion, or 7.7%, during 

2019. However, the segment’s share 

of total industry assets declined to 

68.7% at year-end from 69.0% at 

year-end 2018 as the industry’s other 

primary business segments experi-

enced even higher percentage growth. 

Competitive Energy assets increased 

by $16.8 billion, or 9.5%. Natural 

Gas Distribution assets showed the 

highest percentage growth among 

the industry’s three largest segments 

for the fourth consecutive year, gain-

ing $23.3 billion, or 11.0%. Natural 

Gas Pipeline assets experienced an in-

crease of $5.0 billion, or 19.3%.
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Business Segmentation—Revenues

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

($ Millions) 2019  2018r  Difference % Change

Regulated Electric   253,505   254,836   (1,331) -0.5%

Competitive Energy  51,400   54,154   (2,754) -5.1%

Natural Gas Distribution  47,356   45,340   2,016  4.4%

Natural Gas Pipeline  5,292   5,415   (123) -2.3%

Other  18,174   17,692   482  2.7%

Discontinued Operations  —   —   —  0.0%

Eliminations/Reconciling Items  (10,832)  (11,463)  631  -5.5%

Total Revenues  364,895   365,975   (1,079) -0.3%

r = revised

Note: Difference and percent change columns may reflect rounding. Totals may reflect rounding.

Total regulated assets (Regulated 

Electric and Natural Gas Distribution) 

grew by $112.7 billion, or 8.2%, in 

2019, maintaining the same share of 

total industry assets as last year, at just 

under 81.7%. This aggregate measure 

has risen steadily from 61.6% at year-

end 2002, underscoring the signifi-

cant regulated rate base growth and 

widespread divestitures of non-core 

businesses over the 17-year period. 

Two-thirds of companies (30 of 45) 

either increased regulated assets as a 

percent of total assets or maintained 

a 100% regulated structure in 2019.

($ Millions) 12/31/2019  12/31/2018r  Difference  % Change 

Regulated Electric   1,244,310   1,155,008   89,302  7.7%

Competitive Energy  194,521   177,719   16,803  9.5%

Natural Gas Distribution  235,592   212,243   23,349  11.0%

Natural Gas Pipeline  30,999   25,986   5,012  19.3%

Other  106,755   103,717   3,038  2.9%

Discontinued Operations  3,960   3   3,957  NM

Eliminations/Reconciling Items  (59,200)  (49,706)  (9,494) 19.1%

    

Total Assets  1,756,936   1,624,969   131,967  8.1%

Business Segmentation—Assets

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

r = revised

Note: Difference and percent change columns may reflect rounding. Totals may reflect rounding.
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Regulated Electric

Regulated Electric segment op-

erations include the generation, 

transmission and distribution of 

electricity under state regulation for 

residential, commercial and indus-

trial customers. Regulated Electric 

revenues were slightly lower in 2019, 

falling by $1.3 billion, or 0.5%. 

Twenty-four companies, or 53% of 

the industry, had lower Regulated 

Electric revenue versus the prior 

year. Regulated Electric revenue was 

unchanged in 2018, grew 0.8% in 

2017 and declined slightly in 2016 

(-0.1%) and in 2015 (-2.6%).

Annual electric output decreased 

by 1.7% in 2019 and has risen in only 

six of the last 12 years. Previously, 

a year-to-year output decline was a 

rare event in an industry that typi-

cally experienced low-single-digit 

percent demand growth. Energy 

efficiency initiatives, demand-side 

management programs and the 

off-shoring of formerly U.S.-based 

manufacturing and heavy industry 

continue to constrain growth in 

electricity demand.

Regulated Electric assets in-

creased by $89.3 billion, or 7.7%, 

in 2019, showing the largest asset 

growth in dollar terms of all business 

segments. A record-high $124.1 

billion of capital expenditures in 

2019 and generally constructive 

regulatory relations supported the 

increase in regulated assets. The 

2019 capital expenditures represent 

the eighth consecutive annual re-

cord high, with this expansion well 

represented across the four primary 

business segments. Asset growth is 

also evident in the industry’s prop-

erty, plant and equipment in service, 

which rose 7.3% from year-end 

2018 and 26.4% over the level at 

year-end 2015. Such strong growth 

in assets reflects the magnitude of 

the industry’s build-out of new re-

newable and clean generation, new 

transmission, reliability-related in-

frastructure and other capital proj-

ects in recent years.

Competitive Energy

Competitive Energy assets in-

creased by $16.8 billion, or 9.5%, to 

$194.5 billion in 2019 from $177.7 

billion in 2018 due largely to new 

renewable generation. However, 

weaker pricing drove the segment’s 

revenue down by $2.8 billion, or 

5.1%, from $54.2 billion in 2018 

to $51.4 billion in 2019, its lowest 

annual total in data going back to 

2000. Despite the segment’s 2019 

asset growth, its total assets remain 

below their overall level of about a 

decade ago; the segment’s year-end 

Source: EEI Finance Department and company annual reports.

Revenue Breakdown  2018r
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Source: EEI Finance Department and company annual reports.

Revenue Breakdown  2019
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2007 assets were $206.0 billion and 

its annual revenue peaked at $113.2 

billion in 2008. Competitive Energy 

covers the generation and/or sale of 

electricity in competitive markets, 

including both wholesale and re-

tail transactions. Wholesale buyers 

are typically regional power pools, 

large industrial customers and elec-

tric utilities seeking to supplement 

generation capacity. Competitive 

Energy also includes the trading 

and marketing of natural gas. Of 

the 21 companies that maintain 

Competitive Energy operations, 15 

(71%) grew these assets during 2019 

and 57% had revenue gains from 

this segment.

NextEra Energy (NEE), a world 

leader in renewable generation, 

produced the largest Competitive 

Energy segment asset growth among 

all companies, increasing its NextEra 

Energy Resources assets (which in-

cludes its wholesale power genera-

tion and energy-related services busi-

ness) by $7.0 billion, or 15.7%. The 

NEE parent also grew Regulated 

Electric segment assets by $9.5 bil-

lion, or 17.8%, which balanced 

NEE’s overall asset growth of $14.0 

billion, or 13.5%, in 2019. The 

growth in NEE’s Regulated Electric 

segment was due to the acquisition 

of regulated utility Gulf Power from 

Southern Company in January 2019 

and growth at FPL, NEE’s primary 

rate-regulated utility.

AVANGRID had the sec-

ond-highest asset growth in the 

Competitive Energy segment, grow-

ing its renewables business by $2.5 

billion, or 23.0%, in 2019. This 

business line includes mainly wind 

energy generation and related renew-

able energy trading activities.

Another notable expansion of 

Competitive Energy assets occurred 

at Cleco, which added Cleco Cajun 

as a new business segment with as-

sets of $1.0 billion at year-end 2019. 

Cleco Cajun owns eight generating 

assets with a rated capacity of 3,555 

MW and supplies wholesale power 

and capacity in Arkansas, Louisiana 

and Texas.

The largest decrease in 

Competitive Energy assets came 

from Sempra Energy, at $2.3 bil-

lion, an approximate 50% decline. 

Sempra completed the sale of its 

U.S. renewables business in 2019. 

As of year-end 2019, it had also 

announced the sale of its Sempra 

South American Utilities business, 

completing that divestiture in April 

2020. Both sales support Sempra’s 

focus on growth opportunities at its 

California and Texas utilities.

Asset Breakdown
As of December 31, 2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES
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Asset Breakdown
As of December 31, 2018r
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Natural Gas

Natural Gas Distribution rev-

enue rose by $2.0 billion, or 4.4%, 

the only primary business segment 

with revenue growth in 2019. This 

followed revenue growth of 3.0% 

in 2018, 7.6% in 2017 and 8.9% 

in 2016. The large gas acquisitions 

that were completed in 2016 — 

Southern Company’s purchase of 

AGL Resources, Dominion’s pur-

chase of Questar, Duke Energy’s 

acquisition of Piedmont Natural 

Gas and Black Hills’ acquisition of 

SourceGas Holdings — set a foun-

dation for the segment’s revenue 

growth in 2016, 2017, 2018 and 

2019. Total gas distribution rev-

enue for these four acquiring com-

panies increased more than six-fold 

over the last four years, rising to 

$8.50 billion in 2019 from $1.26 

billion in 2015. Overall, 19 of the 

27 companies (70%) that report gas 

distribution revenue showed a year-

to-year increase in 2019. This fol-

lowed increases at 86% and 93%, 

respectively, of reporting companies 

in 2018 and 2017.

Natural Gas Distribution in-

cludes the delivery of natural gas 

to homes, businesses and industrial 

customers throughout the United 

States. The Natural Gas Pipeline 

business concentrates on the trans-

mission and storage of natural gas 

for local distribution companies, 

marketers and traders, electric pow-

er generators and natural gas pro-

ducers. Added together, the Natural 

Gas Distribution and Natural Gas 

Pipeline segments increased assets 

by $28.4 billion, or 11.9%, in 2019 

and produced revenue of $52.6 bil-

lion, up from $50.8 billion in 2018. 

In percentage terms, the contribu-

tion to total industry revenue from 

these two natural gas activities in-

creased to 14.0% in 2019 from 

13.4% in 2018.

Elimination of the Natural Gas 
and Oil Exploration & Production 
Business Segment

The Natural Gas and Oil 

Exploration & Production busi-

ness segment has steadily declined 

in size over the past decade. No 

companies had revenue there in 

2019, and only one still carries a 

small asset amount for the segment. 

Therefore, we have eliminated this 

segment from our reporting and 

shifted its small remaining asset 

amount to the Other segment.

2019 Year-End List of Companies 
by Category

Early each calendar year, EEI 

updates our list of investor-owned 

electric utility holding companies 

organized by business category. The 

list is based on previous year-end 

business segmentation data pre-

sented in 10-Ks and supplemented 

by discussions with parent compa-

nies. Our categories are as follows: 

Regulated (80% or more of holding 

company assets are regulated) and 

Mostly Regulated (less than 80% 

of holding company assets are regu-

lated). As of January 1, 2017, the 

Diversified category, which repre-

sented companies whose regulated 

assets were less than 50% of total 

assets, was eliminated due to its 

dwindling number of members.

We use assets rather than revenue 

for determining category member-

ship because we believe assets provide 

a clearer picture of strategic trends. 

During the previous decade, for ex-

ample, fluctuating natural gas and 

power prices impacted revenue so 

greatly that a company’s strategic ap-

proach to business segmentation was 

distorted by reliance on revenue data 

alone. Comparing the list of compa-

nies from year to year reveals com-

pany migrations between categories 

and indicates the general trend in in-

dustry business models. We also base 

our quarterly category financial data 

during the year on this list.

There was minimal movement 

between categories in 2019. The 

Regulated category decreased from 

37 to 35 companies as a result of 

one addition and three deletions, 

two of which were merger-related. 

CenterPoint Energy was added as 

its regulated asset percentage rose 

above 80% while Vectren was re-

moved due to its acquisition by 

CenterPoint. SCANA was removed 

due to its acquisition by Dominion 

Energy, and Sempra Energy migrat-

ed to the Mostly Regulated category 

as its regulated asset percentage fell 

below 80%. Sempra’s exit from its 

Sempra South American Utilities 

business, which had been part of 

the Regulated Electric segment, 

outweighed the sale of its U.S. re-

newables business, which was clas-

sified as Competitive Energy, thus 

driving the overall lower regulated 

percentage.

The Mostly Regulated category 

remained at ten companies based on 

the addition of Sempra Energy and 

the loss of CenterPoint Energy.

The total number of parent com-

panies in the EEI universe fell from 

47 at year-end 2018 to 45 at year-end 
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List of Companies by Category at December 31, 2019

Alliant Energy Corporation

Ameren Corporation

American Electric Power 

Company, Inc.

Avista Corporation

Black Hills Corporation

CenterPoint Energy, Inc.

Cleco Corporation*

CMS Energy Corporation

Consolidated Edison, Inc.

Dominion Energy, Inc.

DPL Inc.*

Duke Energy Corporation

Edison International

El Paso Electric Company

Entergy Corporation

Evergy, Inc.

Eversource Energy

FirstEnergy Corp.

IDACORP, Inc.

IPALCO Enterprises, Inc.*

NiSource Inc.

NorthWestern Corporation

MGE Energy, Inc.

OGE Energy Corp.

Otter Tail Corporation

PG&E Corporation

Pinnacle West Capital 

Corporation

PNM Resources, Inc.

Portland General Electric 

Company

PPL Corporation

Puget Energy, Inc.*

Southern Company

Unitil Corporation

WEC Energy Group, Inc. 

Xcel Energy Inc.

Regulated (35)

ALLETE, Inc.

AVANGRID, Inc.

Berkshire Hathaway Energy*

DTE Energy Company

Exelon Corporation

Hawaiian Electric Industries, Inc.

MDU Resources Group, Inc.

NextEra Energy, Inc.

Public Service Enterprise 

Group Incorporated

Sempra Energy

Mostly Regulated (10)

Note: * Non-publicly traded companies.

2019, a result of the CenterPoint/

Vectren and Dominion/SCANA 

mergers. In January 2019, Dominion 

Energy completed its merger 

with SCANA and in February 

CenterPoint Energy completed its 

merger with Vectren. At year-end 

2019, the EEI universe included 35 

Regulated and 10 Mostly Regulated 

utility holding companies. (see List of 

Companies by Category at December 

31, 2019).
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Mergers and Acquisitions

M&A activity — when de-

fined as mergers or acquisitions of 

whole operating companies with a 

regulated service territory — pro-

duced only two announced transac-

tions in 2019: the proposed sale of 

Emera Maine to Canadian utility 

ENMAX and a J.P. Morgan-advised 

infrastructure fund’s bid for El 

Paso Electric. Note that the charts 

and tables in this section are based 

on changes that affect the U.S. 

Investor-Owned Electric Utilities, 

as defined on the cover page of this 

document, and therefore only one 

announcement (El Paso Electric) is 

included in those figures. The pre-

vious six years — 2013 through 

2018 — saw 27 mergers proposed 

and 20 completed. Utilities spent 

2019 in a consolidation phase and 

successfully closed five of the merg-

ers announced in 2018, so it is not 

surprising that 2019 was the quiet-

est year for announced deals since 

2012, when only one merger was 

announced.

M&A is now being constrained by 

the industry’s steady consolidation. 

There were 40 investor-owned utili-

ties at year-end 2019, down from 58 

ten years earlier and more than 70 at 

the turn of the century. And the com-

petitive power side of the business 

has largely completed its wave of di-

vestitures and restructurings. Analysts 

commentary also suggested the need 

for M&A to achieve the earnings 

growth investors demand is perhaps 

lower than it was several years ago. 

Most utilities are now focused on in-

ternal growth through regulated capex 

programs. And the price demanded 

by targets rose in 2019 as utility price-

earnings (PE) multiples climbed high-

er. A 20% buyout premium added to 

PEs in the high teens and low twenties 

can make deal arithmetic difficult for 

many buyers. But high PEs are pro-

duced in part by very low interest rates 

and those continued to drive financial 

buyers to look hard at regulated as-
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Status of Mergers & Acquisitions 1995–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES
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Completed (119 total)
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Withdrawn (32 total)
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sets as a way of generating income. A 

third announced deal in 2019 saw a 

Canadian pension plan bid for renew-

able power producer Pattern Energy, 

based in San Francisco, CA, while 

other Canadian pension investors 

boosted their stake in Puget Sound in 

one of the year’s completed deals.

State regulators blocked one deal 

in 2019, Avista and Canadian utility 

Hydro One’s plan to merge, the sev-

enth withdrawn deal of the past eight 

years. The large number of completed 

deals in recent years shows mergers 

can get done if they can show rate-

payer benefits, respect the acquired 

utility’s local presence and offer invest-

ment programs that support clean en-

ergy and economic development. But 

many of those completed deals weren’t 

easy to close and analysts noted that 

deal politics is always a potential head-

wind to any proposed utility M&A.

Announced Transactions

Canadian utility ENMAX Seeks to 

Buy Emera Maine

On March 25, two Canadian utili-

ties — Calgary-based ENMAX and 

Nova Scotia’s Emera — announced 

a plan for ENMAX to buy Emera 

Maine, Emera’s regulated electric 

transmission and distribution sub-

sidiary in Maine, for $959 million 

USD or $1,286 million Canadian 

(CAD). Including assumed debt, the 

deal would have an aggregate enter-

prise value of $1.3 billion USD ($1.8 

billion CAD) on closing. ENMAX, 

with $5.6 billion CAD in assets and 

revenue of $2.4 billion CAD, pro-

vides electricity, natural gas, renew-

able energy and other services to 

approximately 670,000 residential 

and commercial customers across 

Alberta, Canada. The company is 

wholly owned by the City of Calgary, 

Alberta. Nova Scotia-based Emera 

serves 2.5 million customers in 

Canada, the U.S. and the Caribbean 

with more than $32 billion CAD in 

assets and approximately $6.5 billion 

in revenue. Its U.S. subsidiaries in-

clude Tampa Electric, TECO People’s 

Gas and New Mexico Gas in addi-

tion to Emera Maine, which provides 

transmission and distribution services 

to 154,000 residential, commercial 

and industrial customers in Maine.

Emera said the proposed sale sup-

ports its three-year plan to raise $2.1 

billion CAD in equity proceeds, 

reduce corporate debt, optimize 

its asset portfolio and fund its $6.5 

billion CAD regulated capex pro-

gram. In March 2019, Emera sold 

its 1,100 MW New England gas 

generation portfolio, composed of 

three gas-fired electricity generating 

facilities, to Revere Power, an affili-

ate of The Carlyle Group, for $590 

million USD ($792 million CAD). 

ENMAX said the proposed purchase 

supports its plan to grow through ex-

 Status of Announced Mergers & Acquisitions
1995–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Source: EEI Finance Department.

Year 

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Totals

 2
 1
 13
 9
 10
 23
 6
 5
 1
 1
 1
 3
 6
 6
 1
 2
 2
 4
 2
 4
 2
 9
 1
 2
 3

 119

Completed

 8
 13
 11
 10
 26
 9
 5
 2
 2
 3
 3
 7
 4
 6
 –
 4
 5
 1
 4
 6
 5
 6
 3
 3
 1

 147

Announced

 3
 3
 3
 –
 2
 1
 4
 3
 1
 1
 –
 2
 1
 2
 –
 –
 1
 –
 –
 1
 –
 1
 2
 –
 1

 32

Withdrawn
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pansion of its regulated utility busi-

ness in North America and would 

add approximately $900 million 

CAD in regulated rate base assets to 

ENMAX’s portfolio, a 50% increase. 

ENMAX would derive 70% of fu-

ture cash flow from regulated and 

non-commodity sources. ENMAX 

said the purchase would be funded 

with debt and immediately accretive 

to earnings and cash flow.

While the deal is relatively small 

by industry standards, it showcases 

the political and regulatory chal-

lenges often attendant with utility 

M&A. According to news reports, 

local politicians and stakeholders in 

Calgary criticized the planned $1.8 

billion expenditure and assump-

tion of new debt by a city-owned 

entity when city budgets are being 

cut and local commercial property 

prices are in steep decline. Others 

questioned why a city-owned utility 

should expand far outside its local 

jurisdiction and suggested the city 

should instead raise funds through 

a sale of the utility to private own-

ership, which could better accom-

modate any growth ambitions. In 

early October, S&P cut ENMAX’s 

issuer credit rating to ‘BBB’ from 

‘BBB+’ and placed the company on 

CreditWatch Negative, in part as a 

result of the acquisition’s proposed 

debt financing.

In Maine, local politicians and 

stakeholders worried about poten-

tial rate hikes and job cuts. The 

Maine Public Utility Commission 

said it was concerned that debt 

service costs might force cuts to 

operating budgets and about the 

potential influence Calgary’s city 

government could have over Emera 

Maine’s management. In June, 

Maine passed a law subjecting util-

ity M&A to a net benefit standard 

for approval rather than simply no 

net harm. Maine regulators rejected 

the deal in early March 2020, but 

gave it their blessing a few weeks 

later when ENMAX agreed to a ne-

gotiated settlement that offers direct 

benefits to Emera Maine custom-

ers; these include holding customer 

distribution rates at current levels 

until October 2021, implement-

ing customer service quality and 

reliability performance standards, 

offering customer rate credits, and 

increasing levels of community in-

vestment. The deal closed success-

fully on March 24.

Infrastructure Fund to Buy  

El Paso Electric

Financial buyers made an appear-

ance in 2019 M&A action in the 

form of a buyout offer for west Texas 

and southern New Mexico regulated 

utility El Paso Electric. On June 3, 

the utility announced it had agreed 

to be purchased by Infrastructure 

Investments Fund (IIF), an in-

frastructure fund advised by J.P. 

Morgan Investment Management, 

for $68.25 per share, a cash deal val-

ued at $4.3 billion including debt. 

The purchase price was a 17% pre-

mium to El Paso’s closing price be-

fore the announcement, represent-

ing a PE multiple of nearly 29 times 

12-month earnings through March 

31. El Paso said IIF’s renewable en-

ergy expertise makes it an ideal part-

ner to help the Texas utility navigate 

a rapidly changing industry that re-

quires significant long-term invest-

ments in renewable energy and sus-

tainability. New Mexico has said it 

wants its power carbon-free by 2045. 

El Paso Electric said the agreement 

would leave it independently operat-

ed with headquarters in El Paso and 

commitments that its management 

and workforce would remain in 

place. The announcement said EPE 

and IIF would offer $21 million in 

rate credits over 36 months and in-

vest $100 million over 20 years in a 

community economic sustainability 

fund for El Paso’s service area. IIF, 

which calls itself a long-term owner 

of utilities, said El Paso would be 

its flagship investment in the U.S. 

Analysts cited the strong customer 

growth and need for investment in 

El Paso’s service territory as points of 

attraction for IIF.

El Paso Electric provides genera-

tion, transmission and distribution 

service to approximately 428,000 

retail and wholesale customers across 

the Rio Grande Valley in west Texas 

and southern New Mexico. IIF’s 19 

portfolio companies are located pri-

marily in the United States, Western 

Europe and Australia, and include 

11 energy, utility and electric genera-

tion companies. IIF also has signifi-

cant experience developing renew-

able energy sources, with $3 billion 

in renewable power generation assets 

that collectively provide 3.4 GW of 

renewable capacity.

The companies hope to close 

the deal, which requires approval 

from state regulators in Texas and 

New Mexico, along with the FERC, 

and in the first half of 2020. Texas 

state regulators approved the deal in 

January 2020.
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Merger Impacts 1995–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Number of Companies Declined by 59% since Dec.’95

Source: EEI Finance Department.

Note: Based on completed mergers in the EEI Index group
of electric utilities. 

 Date No. of Utilities Change

12/31/95 98 –      

12/31/96 98 –      

12/31/97 91 (7.14%)

12/31/98 86 (5.49%)

12/31/99 83 (8.79%)

12/31/00 71 (14.46%)

12/31/01 69 (2.82%)

12/31/02 65 (5.80%)

12/31/03 65 –      

12/31/04 65 –      

12/31/05 65 –      

12/31/06 64 (1.54%)

12/31/07 61 (4.69%)

12/31/08 59 (3.28%)

12/31/09 58 (1.69%)

12/31/10 56 (3.45%)

12/31/11 55 (1.79%)

12/31/12 51 (7.27%)

12/31/13 49 (3.92%)

12/31/14 48 (2.04%)

12/31/15 47 (2.08%)

12/31/16 44 (6.38%)

12/31/17 43 (2.27%)

12/31/18 42 (2.33%)

12/31/19 40 (4.76%)

Exhibit No. AMF-4 
Page 41 of 383



Mergers & Acquisitions Announcements    Updated through December 31, 2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Ann’cd Buyer Seller/Acquired/Merged Status New Company Completed 
Date 

Months 
to 

complete

Bus. Terms Est. Trans 
Value 
($MM)

6/3/19 JP Morgan Investment 

Management

El Paso Electric PN JPMorgan pays $68.25/share in cash for each share of El Paso Electric Co. 

common stock

4,285.7

5/21/2018 NextEra Energy, Inc. Gulf Power Company C 1/1/2019 7 EE NEE to pay $4.35 billion in cash to acquire Gulf Power Company from 

Southern Company

4,350.0

4/23/2018 CenterPoint Energy Vectren Corporation C 2/1/2019 10 EG CNP pays $72.00/share in cash for each share of Vectren common stock 6,000.0

1/3/2018 Dominion Energy, Inc. SCANA Corporation C 1/1/2019 12 EE $6.7B debt + $7.9 stock (per share value of $55.35, roughly 31% premium) 14,600.0

8/21/2017 Sempra Energy Oncor Electric Delivery Company C 3/8/2018 6 EE $9.5B cash 9,450.0

7/19/2017 Hydro One Limited Avista Corporation W 1/23/2019 $5.3B cash (per share value of $53.00, roughly 24% premium) 5,300.0

7/7/2017 Berkshire Hathaway Energy Oncor Electric Delivery Company W 8/21/2017 $9.0B cash 9,000.0

9/28/2016 DTE Energy Appalachia Gathering System / Stonewall 

Gas Gathering

C 10/20/2016 1 EG Undisclosed 1,300.0

7/29/2016 NextEra Energy Oncor Electric Delivery Company W 10/31/2017 $9.5B debt + additional cash and common stock 11,178.0

5/31/2016 Great Plains Energy Westar Resources C Evergy, Inc. 6/5/2018 24 EE $3.6B debt + $8.6 stock and cash (per share value of $60.00) 12,200.0

2/9/2016 Fortis Inc. ITC Holdings Corp. C 10/14/2016 8 EE $4.4B debt + $6.9B common shares and cash (per share value of $44.90, 

roughly 33% premium)

11,300.0

2/9/2016 Algonquin Power & Utilities Empire District Electric Company C 1/1/2017 11 EE $1.6B debt + additional debt and equity (per share value of $34.00, roughly 

21% premium)

2,400.0

2/1/2016 Dominion Resources Questar Corporation C 9/16/2016 8 EG $1.5B debt + $2.4B cash + $500M equity (per share value of $25.00, 

roughly 30% premium)

4,400.0

10/26/2015 Duke Energy Piedmont Natural Gas C 10/3/2016 12 EG $3.3B debt + $1.0B cash + $625M equity (per share value of $60.00, 

roughly 40% premium)

4,900.0

9/4/2015 Emera TECO Energy, Inc. C 7/1/2016 10 EE $6.5B debt + $3.9B equity (per share value of $27.55, roughly 48% 

premium)

10,400.0

8/24/2015 Southern Company AGL Resources C 7/1/2016 10 EG $4.1B debt + $8.0B equity (per share value of $66.00, roughly 36% 

premium)

12,060.4

7/12/2015 Black Hills Corporation SourceGas Holdings C 2/12/2016 10 GG $760M debt + $1.13B cash 1,890.0

2/25/2015 Iberdrola USA UIL C AVANGRID, Inc. 12/16/2015 10 EE $1.8B debt + $0.6B cash + $2.4B equity (per share value of $52.75, 

roughly 25% premium, of which $10.50 will be cash)

4,756.0

12/3/2014 NextEra Energy Hawaiian Electric W 7/18/2016 NEE to acquire HE for $2.6B equity + $1.4B debt (fi xed exchange ratio of 

0.2413 NEE shares)

3,963.0

10/20/2014 Macquarie-led Consortium Cleco C 4/13/2016 18 EE $3.4B equity (all Cleco shares at $55.37 / share in cash (~15% premium)) 

+ $1.3 debt

4,700.0

6/23/2014 Winsconsin Energy Integrys C WEC Energy 

Group, Inc.

6/30/2015 12 EE WEC to acquire TEG for $5.758B equity + $3.374B debt (fi xed exchange 

ratio of 1.128 WEC shares + $18.58)

9,100.0

5/1/2014 Berkshire Hathaway Energy AltaLink (Canadian) C 12/1/2014 7 ET BHE to acquire AL for $3.2B cash + $2.7B debt 5,927.0

4/30/2014 Exelon Pepco C 3/23/2016 24 EE EXC to acquire POM for $6.8B in cash ($27.25 per POM share) 12,337.0

3/3/2014 UIL Holdings Philadelphia Gas Works W 12/4/2014 UIL to acquire assets & liabilities of PGW from city of Philadelphia for $1.86 

billion in cash

1,860.0

12/12/2013 Fortis Inc. UNS Energy C 8/15/2014 8 EE Fortis pays $60.25 / share (31% premium to announcement day’s close) + 

$1.8B in debt 

4,578.1

11/4/2013 Avista Alaska Energy & Resources Company C 7/1/2014 8 EE AVA to acquire Alaska Energy & Resources Company for $145MM equity + 

$24.5MM debt

169.5

5/29/2013 MidAmerican Energy Holdings Co. NV Energy C Berkshire 

Hathaway Energy

12/19/2013 7 EE MidAmerican pays $23.75 / share + assume $4.8 billion debt 10,494.3

5/25/2013 TECO Energy, Inc. New Mexico Gas Intermediate, Inc. C 9/2/2014 EE TECO will pay $950 million, including assume $200 million debt to 

Continental Energy Systems LLC

950.0

2/20/2012 Fortis Inc. CH Energy Group C 6/27/2013 16 EE Fortis pays $65.00/share cash & assumes approx. $687.37 MM debt. 1,609.7

5/27/2011 Fortis Inc. Central Vermont Public Service Corp W 7/11/2011 EE Fortis pays approx. $35.10/share cash & assumes approx. $226.4 mill in 

debt.

701.6

1/8/2011 Duke Energy Progress Energy C 7/3/2012 18 EE 0.87083 Duke shares (after 1-3 reverse split) for each Progress share + 

assume $12.1 billion net debt.

32,000.0

7/11/2011 Gaz Metro LP Central Vermont Public Service Corp C 6/27/2012 12 GE Gaz Métro pays $35.25/share for each CVPS share & assumes $226 

million debt.

704.2
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C  = Completed

W  = Withdrawn

PN = Pending

E  = Electric

G  = Gas

O = Oil

IPP = Independent 

           Power Producer

P =  Privatized

1 TXU (now Energy Future Holdings Corp.) was acquired by the Texas Energy Future Holdings 
Limited Partnership (TEF) on 10/10/2007.
TEF was formed by a group of investors led by Kohlberg Kravis Roberts and Texas Pacifi c 
Group to facilitate the merger.

2 Aquila was divided with Black Hills Corp. acquiring the electric utility in Colorado and NG 
utilities in CO, IA, KS, and NE. Great Plains Energy Inc. acquired the MI electric utility, stock, 
and other corporate assets.

3 Ameren purchased Illinois Power from Dynegy Corporation. Dynegy Corp acquired Illinois 
Power in February 2000.

4 Ameren purchased CILCORP from AES Corporation.  AES Corp acquired CILCORP in October 
1999.

5 PNM purchased Western Resources’ electric operations including generation, transmission, 
and distribution.

6 NorthWestern Corporation purchased Montana Power’s electric and natural gas transmission 
and distribution assets.

Source: EEI Finance Department, S&P Global Market Intelligence.

10/16/2010 Northeast Utilities NSTAR C 4/10/2012 18 EE 1.312 NU shares for each NSTAR shr, plus $3.36 bill assume debt 7,566.7

4/28/2011 Exelon Corp. Constellation Energy Group Inc. C 3/12/2012 11 EE CEG receive 0.93 shares of EXC for each CEG share. EXC assumes approx. 

$2.9 bill net debt

10,623.2

4/19/2011 AES Corporation DPL Inc. C 11/28/2011 7 EE AES pays 30.00/share cash & assumes approx $1.1 billion of net debt 4,613.2

4/28/2010 PPL Corp. E.ON U.S. C 11/1/2010 6 EE $6.83 billion cash + $764.0 million in assumed debt 7,625.0

3/12/2010 Emera Inc Maine & Maritimes C 12/21/2010 9 EE $76 mm cash + $28.6 mm debt + $13.8mm postretirement benefi ts 117.4

2/10/2010 FirstEnergy Allegheny Energy C 2/25/2011 12 EE $4.3 billion in equity + $4.7 billion in assumed debt 9,273.2

9/17/2008 Berkshire Hathaway Constellation Energy Group Inc. W 12/17/2008 PE $4.7 bill cash + $4.4 bill net debt and adjustments 9,152.5

7/25/2008 Sempra Energy EnergySouth Inc. C 10/1/2008 3 EG $499 million cash + 283 million debt 771.9

7/1/2008 MDU Resources Group, Inc. Intermountain Gas Co. C 10/1/2008 3 EG $245 million cash + $82 million debt 327.0

6/25/2008 Duke Energy Catamount Energy Corp. C 9/15/2008 3 EP $240 million cash + $80 million assumed debt 320.0

2/15/2008 Unitil Corp. Northen Utilities / Granite State Gas 

Transmission

C 12/1/2008 10 EG $160 million cash 160.0

1/12/2008 PNM Resources, Inc. Cap Rock Holding Corp. W 7/22/2008 EE $202.5 million 202.5

10/26/2007 Macquarie Consortium Puget Energy C 2/6/2009 16 EE $3.5 billion cash + $3.02 billion net debt 6,520.2

6/25/2007 Iberdrola S.A. Energy East Corp. C 9/16/2008 15 EE $4.5 billion cash + $4.1 billion net debt 8,600.0

2/26/2007 KKR & Texas Pacifi c Group TXU Corp.1 C Energy Future 

Holdings Corp.

10/10/2007 8 PE $31.8 billion cash + $12.1 billion net debt 43,882.0

2/7/2007 Black Hills Corp. / Great Plains 

Energy Inc.2

Aquila Inc. (CO elec. util. + CO, KS, NE, IA 

gas utils. )

C 7/14/2008 17 EG $940 million cash +working capital and other adjustments 940.0

7/8/2006 MDU Resources Group, Inc. Cascade Natural Gas Corporation C 7/2/2007 12 EG $305.2mm in cash + ($173.6 in debt - $13.0 in cash equivalents) 465.8

7/8/2006 WPS Resources Corporation Peoples Energy Corporation C Integrys Energy 

Group

2/21/2007 7 EG $2.47 billion 2,472.4

7/5/2006 Macquarie Consortium Duquesne Light Holdings C 5/31/2007 10 EE $1.59 billion cash + $1.09 billion total debt 2,674.4

6/22/2006 Gaz Metro LP Green Mountain Power Corp. C 4/12/2007 10 EE $187 million in cash + ($100.8 debt - $9.1mm in cash equivalents) 279.5

5/11/2006 ITC Holdings Corp Michigan Electric Transmission Co. C 10/10/2006 5 EE $485.6mm cash + $70mm common stock + $311mm assumed debt 866.6

4/25/2006 Babcock and Brown Infrastructure NorthWestern Corp. W 7/24/2007 EE $2.2 billion cash 2,200.0

2/27/2006 National Grid KeySpan Corp. C 8/24/2007 18 EE $7.4 billion cash + $4.5 billion long-term debt 11,877.5

12/19/2005 FPL Group Inc. Constellation Energy Inc. W 10/25/2006 EE $11.3 billion equity + $4.1 billion net debt and pension liabilities 15,311.5

5/24/2005 MidAmerican Energy Holdings Co. Pacifi corp C 3/21/2006 10 EE $5.1 billion cash + $4.3 billion in net debt and preferred stock 9,300.0

5/9/2005 Duke Energy Corp. Cinergy Corp. C 4/3/2006 11 EE $9.1 billion equity + $5.5 billion net debt and pension liabilities 14,600.0

12/20/2004 Exelon Corp. Public Service Enterprise Group W 9/14/2006 EE $12.3 billion in equity + $13.4 billion in net debt and pension liabilities 25,700.0

7/25/2004 PNM Resources TNP Enterprises C 6/6/2005 12 EE $189 million in stock and cash and $835 million in debt 1,024.0

2/3/2004 Ameren Corp Illinois Power3 C 10/1/2004 8 EE $1.9 billion in debt, pref stock, & other liab + $400 million in cash 2,300.0

11/24/2003 Saguaro Utility Group L.P. UniSource Energy W 12/30/2004 PE $850 million cash + $2 billion in debt 2,850.0

11/3/2003 Exelon Corp. Illinois Power W 11/22/2003 EE $275 million cash + $1.8 billion in debt + $150 million promissory note  2,225.0

4/30/2002 Aquila Inc Cogentrix Energy Inc W 8/2/2002 EIPP $415 million cash + $1.125 billion in assumed debt 1,540.0

4/29/2002 Ameren Corp CILCORP4 C 1/31/2003 9 EE $541 million cash + $781 in assumed debt + $41 million in pref stock 1,400.0

10/8/2001 Northwest Natural Gas Portland General W 5/16/2002 GE $1.55 billion cash + $250mm in stock 1,800.0

9/20/2001 Duke Energy Westcoast Energy C 3/14/2002 6 EG Equity + cash valued at $27.90 per Westcoast share 8,500.0

9/10/2001 Dominion Resources Louis Dreyfus Natural Gas C 11/1/2001 2 EG $890mm cash + $900mm stock +$505mm debt 2,295.0

2/20/2001 Energy East RGS Energy C 6/28/2002 16 EE $1.4 bill. cash & equity + $1.0 bill. net debt 2,400.0

2/12/2001 PEPCO Conectiv C 8/1/2002 18 EE $2.2 bill cash & equity + $2.8 bill. net debt 5,000.0

11/9/2000 PNM Western Resources5 W 1/8/2002 EE Stock transfer 4,442.0

10/2/2000 NorthWestern Montana Power6 C 2/15/2002 16 EE $1.1 billion in cash 1,100.0

9/5/2000 National Grid Group Niagara Mohawk C 1/31/2002 16 EE $19 per share 8,900.0

8/8/2000 FirstEnergy GPU Inc. C 11/7/2001 15 EE $35.60 per share 12,000.0

7/31/2000 FPL Group Entergy W 4/2/2001 EE 1/1 - FPL, 0.585/1 - ETR 27,000.0

7/17/2000 AES Corporation IPALCO C 3/27/2001 8 IPPE $25 per share  3,040.0 

6/30/2000 NS Power Bangor Hydro C Emera 10/10/2001 16 EE $26.50 per share 206.0
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Withdrawn Transaction

Avista and Hydro One Terminate 

Merger Plans

While technically a 2019 with-

drawn deal, the events that caused 

the merger to be abandoned largely 

occurred during 2018. On January 

23, 2019, Washington State utility 

Avista and Canadian utility Hydro 

One jointly terminated their plan 

for Hydro One to acquire Avista. 

The deal, announced on July 19, 

2017, called for Hydro One to pay 

$53 in cash per common share, a 

24% premium to Avista’s closing 

price the previous day. Hydro One 

said the acquisition offered geo-

graphic and regulatory diversifica-

tion while adding complementary 

and growing natural gas distribu-

tion operations as well as exposure 

to regulated and predominantly 

clean generation. Avista said com-

bining with Hydro One would 

enable it to define and control its 

future in a consolidating industry 

through greater scale and financial 

flexibility. Avista planned to main-

tain its management team, employ-

ees, Spokane headquarters and its 

own board of directors and said no 

workforce reductions would result 

from the merger. However, both 

Washington and Idaho state regula-

tors vetoed the merger in late 2018 

citing concern about the province 

of Ontario’s political influence over 

Hydro One. Ontario owns 47% 

of the Canadian utility. In July 

2018, the newly elected premier of 

Ontario forced changes to Hydro 

One’s senior management and 

board of directors. In December 

2018, the Washington commis-

sion found that the proposed deal 

was not in the public interest since 

decisions affecting Hydro One’s 

business operations and financial 

integrity were subject to overrule by 

Canadian politicians. Idaho denied 

the merger on January 3, 2019.

Completed Transactions

Five deals announced in 2018 

were completed in 2019.

NextEra Acquires Gulf Power

On January 1, 2019 NextEra 

completed its acquisition of Gulf 

Power. On May 21, 2018 NextEra 

Energy and Southern Company 

announced that NextEra would 

purchase Gulf Power, Florida City 

Gas and Southern Company’s in-

terest in two natural gas generat-

ing plants in Florida in transactions 

valued at $6.475 billion, including 

the assumption of approximately 

$1.4 billion of Gulf Power debt. 

NextEra said the acquisition com-

plements its existing operations in 

Florida and that it would employ 

its long-term strategy of advancing 

affordable, reliable and clean en-

ergy through smart infrastructure 

investments at both acquired utili-

ties. Analysts noted Gulf Power’s 

generation fleet is mostly coal-fired, 

potentially offering NextEra the 

chance to grow regulated rate-base 

through conversion to gas and re-

newable generation along with en-

ergy storage. Southern said it would 

use the proceeds to pay down debt 

and strengthen its balance sheet. 

NextEra announced the completion 

of the Florida Gas acquisition on 

July 30, 2018.

Dominion Buys SCANA

Dominion Energy closed its ac-

quisition of SCANA (2018’s big-

gest announced deal) on January 

2, 2019. On January 3, 2018, 

Virginia’s Dominion Energy and 

South Carolina-based SCANA said 

they hope to merge in a stock-for-

stock transaction that represented 

an approximate 31 percent premi-

um for SCANA shareholders, who 

would own 13 percent of the com-

bined company.

Dominion called the merg-

er a strategic combination and 

termed SCANA a natural fit, not-

ing Dominion’s presence in the 

Carolinas — through its Dominion 

Energy Carolina Gas Transmission, 

electric utility Dominion Energy 

North Carolina, and Atlantic Coast 

Pipeline operations — complements 

those of SCANA’s South Carolina 

regulated electric and gas subsid-

iary SCE&G and North Carolina 

gas utility PSNC Energy. Dominion 

said the deal supports new expansion 

opportunities in the southeast U.S. 

and can boost its earnings growth 

rate through 2020 to eight percent 

or higher.

The companies said a key  

benefit for SCANA is Dominion’s 

ability — given its larger size and 

financial strength — to fully resolve 

the July 2017 decision to cease con-

struction of two new nuclear units 

at the V.C. Summer Nuclear Station 

in Jenkinsville, South Carolina. 

SCANA was part owner of the proj-

ect, which it deemed prohibitively 

expensive to complete following the 

bankruptcy of the nuclear plants’ 

contractor (Westinghouse) and a 

venture partner’s move to abandon 
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the project. SCANA said a merger 

with Dominion Energy would 

strengthen the company and enable 

it to focus on core operations.

CenterPoint Acquires Vectren

CenterPoint completed its ac-

quisition of Vectren on February 1, 

approximately nine months after 

the April 23, 2018 announcement. 

The companies said the deal was 

motivated by opportunities for syn-

ergistic growth in their natural gas 

utility businesses rather than cost-

saving synergies. Both companies are 

targeting growth through regulated 

gas infrastructure in their service 

territories. CenterPoint is reducing 

its exposure to the midstream en-

ergy business while Vectren has said 

it wants to transition its generation 

away from coal to reduce emissions 

and adapt to changing customer 

preferences and regulations. The 

companies said the merger would 

leverage best practices for service, 

reliability and deployment of new 

technologies across a larger U.S. 

footprint. At the time of announce-

ment, CenterPoint had natural gas 

operations in Arkansas, Louisiana, 

Minnesota, Mississippi, Oklahoma 

and Texas that served more than 3.4 

million customers. The company 

also delivered electricity to more 

than 2.4 million customers in the 

greater Houston area. CenterPoint 

Energy’s competitive natural gas 

sales and services business served 

more than 100,000 customers in 

33 states. Evansville, Indiana-based 

Vectren provided natural gas to more 

than 1 million customers in Indiana 

and Ohio, and electricity to 145,000 

customers in Indiana. The combined 

company retained the CenterPoint 

Energy name and Houston corpo-

rate headquarters.

Canadian Pensions Buy  

Macquarie’s Puget Sound Stake

On April 29, 2019, global in-

frastructure investor Macquarie 

closed the sale of its stake in Puget 

Energy to a group of Canadian pen-

sion funds. In August 2018, Puget 

Sound Energy (PSE) announced 

that long-time private equity in-

vestor Macquarie Infrastructure 

Partners would sell its 44% posi-

tion in the company to a group of 

Canadian pension funds, includ-

ing two who raised their ownership 

stake in the Washington state utili-

ty. Alberta Investment Management 

Corporation (AIMCo) and the 

British Columbia Investment 

Management Corporation (BCI) 

increased positions they’ve held 

since 2009 by six percent and four 

percent to 13.6 percent and 20.9 

percent, respectively. Two new in-

vestors, OMERS (the defined ben-

efit pension plan for municipal 

employees in Ontario, Canada) 

and Dutch pension fund manager 

PGGM will have 23.9 percent and 

10 percent positions. The Canada 

Pension Plan Investment Board 

(CPPIB), an investor since 2009, 

continues its 31.6 percent posi-

tion. The Macquarie infrastructure 

funds, which invested in PSE in 

2009, are reaching the end of their 

terms and the sale was widely ex-

pected. Puget Sound Energy pro-

vides regulated electric service to 

1.1 million customers and natural 

gas distribution services to about 

790,000 customers in the Puget 

Sound region of Washington state.

BCI called the Puget equity stake 

a strong fit with the long-term in-

vestment objectives of its pension 

plan clients. OMERS said owning 

Puget aligns with its principles as a 

patient, long-term investor in high-

quality infrastructure assets. Dutch 

investor PGGM said the purchase is 

consistent with its policy of invest-

ing long-term pension capital in 

companies actively involved in the 

transition to a low-carbon energy 

future. Analysts noted that pension 

funds have a very long-term invest-

ment horizon and don’t require an 

exit strategy to accommodate the 

ten-year life cycle common in pri-

vate equity funds. Canadian pen-

sions have been active buyers of 

contracted power and renewable  

assets in recent years in the U.S. and 

globally.

Sempra/Oncor Buys InfraREIT

In a complex deal announced 

October 18, 2018, Sempra and its 

80% owned Texas-based regulated 

transmission and distribution util-

ity Oncor said they agreed to acquire 

New York Stock Exchange publicly 

traded InfraREIT for $1.275 billion 

or $21 per share. InfraREIT, struc-

tured as a real estate investment trust 

(REIT), owns and leases rate-regu-

lated electricity delivery infrastruc-

ture assets to Sharyland Utilities, a 

Texas-based regulated electric utility. 

Sempra said it will also acquire a 50 

percent limited-partnership inter-

est in a holding company that will 

own Sharyland Utilities for approxi-

mately $98 million. Sempra/Oncor 

said the transaction enlarges its regu-

lated utility platform in the growing 

Texas market, calling InfraREIT’s 

assets highly desirable beneficiaries 
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of Texas’ strong economic growth, 

attractive demographic trends 

and increased demand for electric  

transmission. In summer 2018, 

Sempra said it would sell its entire 

portfolio of U.S. wind and solar 

assets as part of a portfolio optimi-

zation initiative to focus the com-

pany’s strategy on earnings growth 

from regulated assets. Sempra said 

it would use the proceeds to fund 

its share of the InfraREIT purchase. 

The companies completed the deal 

on May 16, 2019.

Deal Talk: Santee Cooper and JEA

The scarcity of announced deals 

during the year focused more at-

tention than usual on potential but 

not actual deals. News reports and 

analysis centered on two large gov-

ernment-owned utilities as buyout  

candidates — South Carolina’s 

Santee Cooper and Florida’s 

northeast regional utility JEA, 

based in and owned by the city of 

Jacksonville. Both narratives show-

case familiar themes coloring utility 

M&A in recent years.

South Carolina’s state-owned elec-

tric and water utility Santee Cooper 

was created during the 1930s New 

Deal as a rural electrification and 

public works project. It has been in 

the news since 2017 as a potential 

sale candidate after abandoning the 

V.C. Summers nuclear expansion 

project in July of that year, which 

was planned to come online in 

2016-2017 and left the utility with 

45% of the project’s roughly $10 bil-

lion in debt. In late 2018, the state 

hired a consulting firm to evaluate 

buyout proposals. News reports in 

2019 said Santee Cooper received 

four offers ranging from $7.9 billion 

to $9.2 billion, including bids by 

neighboring investor-owned utilities 

Duke and NextEra, although with 

no details about the handling of 

Santee Cooper’s debt. The state said 

bidders will need to outline plans for 

rates and capital investment for 20 

years and any plans for job cuts over 

five years. The state’s governor and 

legislature are also considering a plan 

for another neighboring investor-

owned utility, Dominion Energy, to 

run Santee Cooper while the state re-

tains ownership (New Jersey-based, 

investor-owned utility Public Service 

Enterprise Groups operates New 

York State-owned Long Island Power 

Authority’s transmission system un-

der a long-term contract). A third 

possibility is continued state owner-

ship with a reform plane executed by 

current Santee Cooper management. 

The state’s legislators are expected to 

choose a path forward in 2020.

News surrounding JEA’s potential 

for privatization also began in 2017, 

when a consultant hired to explore 

the company’s options valued the 

utility in a range of $7.5 billion to 

$11 billion. But the utility report-

edly ended privatization talks in 

May of 2018 following opposition 

to privatization from Jacksonville’s 

mayor. JEA executives reawakened 

the concept in May 2019 with warn-

ings the utility could face a cash gap 

of $2 billion by 2030, requiring se-

vere staffing cuts and 40% to 50% 

rate hikes if there is no significant 

change to its business approach. In 

late July 2019, JEA’s board autho-

rized management to again solicit 

interest in new ownership struc-

tures. News reports said the board 

and management team leaders were 

concerned JEA’s status as a govern-

ment-owned utility severely limits 

its ability to make investments that 

respond to the technological disrup-

tions impacting the industry, such as 

growth in renewable generation, in-

creasing use of rooftop solar power, 

the need for grid modernization, 

smart-grid deployment and operat-

ing and maintenance cost reduction. 

JEA reportedly opened solicitation 

in August with the requirement 

that buyout offers exceed $3 billion 

and offer at least $400 million in 

customer benefits. Investor-owned 

utilities Duke, NextEra and Emera 

reportedly were among nine bidders 

that also included water utilities and 

global infrastructure investors. But 

political differences with the City 

of Jacksonville again surfaced, with 

the city’s mayor, city councilors and 

other stakeholders objecting that 

JEA favored privatization over other 

potential ownership structures. In 

February 2020, JEAs board rescind-

ed its July directive, terminated the 

JEA CEO who oversaw the process 

and board members suggested that 

any decision on JEAs future would 

be up to the mayor and Jacksonville 

city administration.

Utility M&A, even in the best 

circumstances, must carefully re-

spect the standards imposed by state 

commissions and the sensibilities of 

wary stakeholders, whose opposition 

can scuttle the best-formed plans. 

The Santee Cooper and JEA stories 

suggest privatizing a government-

owned utility may require even more 

political skill and the sensitivity to 

clearly and plainly spell out the ad-

vantages of any proposed deal to all 

concerned parties.
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Construction

The electric utility industry 

brought 25,643 MW of new capac-

ity online in 2019, a 25% decrease 

from the 34,838 MW total of 2018, 

which was the largest since 2012’s 

31,503 MW. Capacity added by 

new plants fell 21% versus last year 

while capacity from plant expansions 

declined 34%. Wind power led new 

capacity additions and accounted 

for 9,441 MW or 37% of the to-

tal. Natural gas was second at 9,301 

MW, or 36%, while solar generation 

contributed 6,188 MW or 24%.

The nation’s aggressive build-out 

of renewable energy is evident in 

wind and solar energy’s 60% share 

of 2019’s new capacity and the 18% 

growth in each fuel’s total capac-

ity added versus their total in 2018. 

The year-to-year decline in total new 

capacity was driven primarily by 

natural gas. Gas capacity installed 

in 2019 was down 54% after a re-

cord year in 2018 that resulted from 

new gas plants in the PJM region. 

Approximately 78% of 2019’s new 

gas capacity is combined-cycle while 

17% is combustion turbine.

New plants accounted for 3,696 

MW, or 40%, of the total new gas 

capacity online in 2019 while 4,260 

MW or 46%, resulted from expan-

sions at existing facilities and 14% 

(MW)
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Note: Includes all new capacity placed on the grid by investor-owned utilities, independent power producers, municipals, 
co-ops, government authorities and corporations. Totals may reflect rounding.

Source:  Velocity Suite, ABB Enterprise Software; EEI Finance Department, March 2020
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were re-rates. A re-rate at Alabama’s 

Brown’s Ferry nuclear plant, a 

Tennessee Valley Authority (TVA) 

facility, added 155 MW of new nu-

clear capacity.

Investor-owned utilities that 

brought the most renewable ca-

pacity online, either as new plants 

or expansions at existing facilities, 

were NextEra Energy (681MW so-

lar and 1,293 MW wind), Berkshire 

Hathaway Energy (741 MW, nearly 

all wind power), Xcel Energy (12 

MW solar and 640 MW wind), 

Duke Energy (247 MW solar and 

202 MW wind), WEC Energy (300 

MW of wind) and TECO Energy 

(259 MW of solar). NextEra also 
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(MW)

New Capacity Online by Fuel Type 2015–2019
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Note: Includes all new capacity placed on the grid by investor-owned utilities, independent power producers, 
municipals, co-ops, government authorities and corporations. Other includes biomass, diesel/fuel oil, 
fuel cells, geothermal, landfill gas, pet coke, waste heat, water, wood, and energy storage. Totals may 
reflect rounding.

Source:  Velocity Suite, ABB Enterprise Software; EEI Finance Department, March 2020

Fuel Type 2015 2016 2017 2018 2019

Coal 3 45  45   10 62 

Natural Gas 5,971 9,282  12,530   20,033 9,301 

Wind 8,179 8,045  7,456   8,031 9,441 

Solar 6,316 9,287  6,222   5,246 6,188 

Nuclear 0 1,291  102   350 155 

Other 556 672  861   456 496 

Total 21,025 28,622 27,216 34,126 25,643 

OtherWind Solar NuclearNatural Gas Coal

led natural gas additions, with 2,451 

MW of new combined-cycle capac-

ity. Entergy was next, at 914 MW, 

also combined-cycle. Pinnacle West 

added 809 MW of combustion tur-

bine capacity and PSEG added 592 

MW of new combined-cycle power.

New Capacity Online by Region

The Texas Reliability Entity 

(TRE) saw the biggest year-to-year 

growth in capacity additions, at 

80% over 2018’s level, boosted by 

4,101 MW of new wind capacity, 

3,524 MW of gas and 768 MW 

of solar. Hawaii (HCC) saw 38% 

growth from 2018’s level, driven by 

180 MW of new solar capacity. The 

Reliability First Corporation (RFC) 

saw the largest decline in added ca-

pacity, down 67% from 2018’s total, 

as gas capacity added there dropped 

from 10,431 MW in 2018 to 2,552 

MW in 2019. Capacity added in the 

Southwest Power Pool (SPP) region 

was down 45% versus 2018, largely 
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Actual and Expected Capacity Additions 2015–2024

Notes: Data includes new plants and expansions of existing plants, including nuclear uprates.  Data includes projects with an expected online date through 2024.

Other includes biomass, diesel/fuel oil, fuel cells, geothermal, landfill gas, pet coke, waste heat, water, wood, and energy storage.  Totals may reflect rounding.

2015-2019 is actual plants brought online.  2020-2024 data is from announced projects as of March 2020.  

Source: Velocity Suite, ABB Enterprise Software EEI Finance Department

Actual Expected

Actual Expected

 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Coal 3  45  45 10 62  —  —  —   —  — 

Natural Gas 5,971  9,282  12,530 20,033 9,301  —   1,435   1,749  —  — 

Wind 8,179  8,045  6,222 5,246 9,441  4,366   4,366   1,027   1,098  3,580

Solar 6,316  9,287  7,456 8,031 6,188  8,821   9,501   5,876   5,363  1,850

Nuclear 0  1,291  102 350 155  20  —  —   —  —

Other 556  (734) 861 456 496  66   15   20    6  14

Total 21,025 27,216  27,216 34,126 25,643 13,272  15,317 8,672   6,468  5,444

(MW)
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New Capacity Online by Region (MW) 2019

Note: Data includes new plants and expansions of existing plants, 
including nuclear uprates. Totals may reflect rounding.

Source: Velocity Suite, ABB Enterprise Software; 
 EEI Finance Department, March 2020

Region Online Online Online Online
 2016 2017 2018 2019

ASCC 156 111 1 25

FRCC 1,815 2,408 2,532 See SERC

HCC 34 48 136 187

MRO 2,473 1,998 3,116 3,257

NPCC 868 529 2,948 1,704

RFC 3,927 5,358 10,606 3,475

SERC 4,763 3,720 6,428 6,966

SPP 3,702 3,411 1,947 1,072

TRE 2,958 6,522 2,882 5,189

WECC 7,926 3,111 3,530 3,768

Total 28,622 27,216 34,126 25,643

because new wind additions declined 

to 954 MW in 2019 from 1,856 

MW in 2018. The Northeast Power 

Coordinating Council (NPCC) re-

gion also saw new capacity additions 

fall, dropping 42% versus 2018’s 

total, mostly because of a decline in 

new natural gas-powered capacity 

from 2,535 MW in 2018 to 1,122 

MW in 2019. Note that the Florida 

Reliability Coordinating Council 

(FRCC) region was incorporated 

into the SERC region in 2019.
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Announcements by Region and 
Fuel Type

Announced new capacity totaled 

52,688 MW in 2019, down 22% 

from 2018’s 68,003 MW. Renewable 

generation accounted for more than 

90% of 2019’s announcements, with 

solar contributing 60%, wind 31% 

and natural gas 9% of the total. 

Only 10 MW of new coal capacity 

was announced, and this was due to 

rerates and fuel conversions.

Solar power once again account-

ed for all of Hawaii’s announced 

new capacity. The Northeast Power 

Coordinating Council (NPCC) pro-

duced the highest total announced 

new capacity in 2019, at 12,091 

MW, nearly all renewable with ap-

proximately 61% of the total so-

lar and 38% wind. Last year, the 

Western Electricity Coordinating 

Council (WECC) region domi-

nated announcements, with 16,045 

MW, also largely solar and wind 

generation. In 2019, WECC took 

second place with 10,209 MW of 

announced capacity, 77% of which 

was solar power.

Announced natural gas capac-

ity was 55% lower in 2019 versus 

2018, in part because 2018 was a 

record year. About 20 MW of nu-

clear capacity was announced, all 

due to repowers/rerates in Alabama, 

Michigan, North Carolina and 

Pennsylvania.

Announced New Capacity by Region and Fuel Type in 2019 (MW)

Fuel Type Electric Hawaiian Midwest Northeast Power Reliability SERC Southeast Western Total
 Reliability Coordinating Reliability Coordinating First Reliability Power Electricity 
 Council Council Organization Council  Corp Pool Inc. Coordinating 
 of Texas       Council 

Coal       10     10 

Natural Gas  1,897    49   65   1,107   1,333   8   304   4,762 

Nuclear       20     20 

Wind  1,267    2,461   4,641   1,739   350   3,789   1,934   16,181 

Solar  2,007   283   1,156   7,342   4,469   7,651   590   7,911   31,411 

Hydro  10    2   13   14   57    15   110 

Other    4   31   15   59    45   154 

Total 5,182 283 3,671 12,091 7,345 9,480 4,387 10,209 52,648

Fuel Type Electric Hawaiian Midwest Northeast Power Reliability SERC Southeast Western Total
 Reliability Coordinating Reliability Coordinating First Reliability Power Electricity 
 Council Council Organization Council  Corp Pool Inc. Coordinating 
 of Texas       Council 

Coal       10     10 

Natural Gas  1,897    49   65   1,107   1,333   8   304   4,762 

Nuclear       20     20 

Wind  1,267    2,461   4,641   1,739   350   3,789   1,934   16,181 

Solar  2,007   283   1,156   7,342   4,469   7,651   590   7,911   31,411 

Hydro  10    2   13   14   57    15   110 

Other    4   31   15   59    45   154 

Total 5,182 283 3,671 12,091 7,345 9,480 4,387 10,209 52,648

Notes: Data includes new plants and expansions of existing plants announced, including nuclear uprates in 2019 for years 2020–2025.  
Other includes biomass, diesel/fuel oil, fuel cells, geothermal, landfill gas, pet coke, waste heat, water, wood, and energy storage.
Totals may reflect rounding.      

Source: Velocity Suite, ABB Enterprise Software; EEI Finance Department, March 2020     

Stage of Announced Capacity Additions (MW) 2020–2024

Notes: Other includes biomass, diesel/fuel oil, fuel cells, geothermal, landfill gas, pet coke, waste heat, water, wood, and energy storage.
 Totals may reflect rounding. Data includes new plants and expansions of existing plants, including nuclear uprates. Data includes 
 projects with an expected online date up to 2024.

Source:  Velocity Suite, ABB Enterprise Software; EEI Finance Department, March 2020

 

   Application   Under

Fuel Proposed Feasibility Pending Permitted Site Prep Construction Testing Total

Coal — — — — — — — 0

Natural Gas    13,289  713  14,658  16,438  8  11,060  3,615  59,780

Nuclear —  1,900 — — —   2,200 —   4,100

Wind    54,780  1,745  20,673  10,80  543  16,447  390  105,382

Solar    69,067  247  24,554  11,41  223  10,578  49  116,583

Other   4,175  10,691  1,183  2,146 —  334  13  18,542

Total    141,310  15,296  61,068  40,807  773  40,619  4,514  304,387
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Expected Capacity Additions

Based on projections at year-end 

2019, capacity additions expected 

to come online through 2024 to-

taled 49,172 MW, with the bulk of 

that (28,589 MW) scheduled for 

2020 or 2021. Solar accounts for 

64% of the 49 GW total and most 

of that, at 18,322 MW, is also set to 

come online in 2020 or 2021. The 

amount of projected natural gas ca-

pacity is notably lower than in re-

cent years, accounting for only 6% 

of total projected capacity additions 

through 2024.

No new natural gas capacity is 

set to come online in 2020 and only 

1,435 MW is expected in 2021, 

with only slightly more, at 1,749 

MW, in 2022. A projected 20 MW 

of nuclear capacity in 2020 results 

from a rerate at FPL’s Turkey Point 

facility. In NPCC, 6,320 MW 

of offshore wind was announced 

with plans to come online by 2024  

or 2025.

A total of 304,387 MW of new 

capacity were in various stages of 

planning at year-end 2019. Slightly 

less than half of this, at 46%, was 

in the proposal stage. Of that 46%, 

88% is either wind or solar genera-

tion and only 9% is natural gas. Out 

of the grand total 304 GW, 38% is 

solar and 35% is wind. Natural gas 

accounts for just under 20% of the 

304 GW at all stages of planning, 

28% of the total that is in the per-

mitted stage and just under 19% of 

the total under construction.

Retirements

At year-end 2019, 84 GW of ca-

pacity was scheduled to retire at some 

point from 2020 through 2024. 

While annual coal retirements taper 

off from their near-14 MW level in 

2018 and 2019, they still dominate 

at 36% of total planned retirements 

through 2024, followed by gas at 

35% and fuel oil at 20%. Gas retire-

ments are expected to peak in 2021 at 

10,715 MW, the fuel’s highest annual 

level during the 2015-2024 period.

Wind and solar retirements re-

main minimal given their recent 

buildout; no solar is slated for re-

tirement while wind retirements, 

at a mere 0.3% of the total, result 

from two plants that started op-

eration in 2008 and 2011 in Texas 

and Illinois, respectively. Hydro re-

tirements are also minimal, at only 

0.1% of the total, and are largely as-

sociated with the Logan hydroelec-

tric plant in Utah and the Cornell 

plant in Wisconsin.

Heating oil capacity retirements 

are expected to total 7,708 MW in 

2021, the highest level reached by this 

fuel during the 2015-2024 period, 

following little retirement activity in 

2019 and 2020. Annual oil capacity 

retirements are expected to run be-

tween roughly 2,000 MW and 4,000 

MW from 2022 through 2024.

2019 New Capacity 
Announcements by Fuel Type

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Notes: Data includes new plants and expansions of existing plants announced, 
including nuclear uprates in 2019 for years 2020-2025. Other includes biomass, 
diesel/fuel oil, fuel cells, geothermal, landfill gas, pet coke, waste heat, water, 
wood, and energy storage.  Totals may reflect rounding.   

Source: Velocity Suite, ABB Enterprise Software; EEI Finance Department, 
March 2020

Natural Gas
4,762 MW

Solar
31,411 MW

Hydro
110 MW

Wind
16,181 MW

Nuclear
20 MW

Coal
10 MW

Other
154 MW
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Transmission

According to EEI’s 2019 

Transmission Capital Investment 

Survey, investor-owned electric utili-

ties and stand-alone transmission 

companies invested $22.2 billion in 

transmission assets in 2018, a 1.4% 

increase versus the $21.9 billion in-

vested in 2017. The increase reflects 

the industry’s efforts to meet chang-

ing customer expectations while 

providing low-cost, reliable service. 

EEI members continue to invest in 

the transmission system in order to 

provide access to clean energy; to 

increase the reliability, security and 

resiliency of the energy grid; and 

to reduce congestion so that lower-

priced resources can meet customer 

needs now and in the future.

(MW)
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Actual and Planned Retirements 2015–2024

Notes:  Other includes biomass, diesel/fuel oil, fuel cells, geothermal, landfill gas, pet coke, waste heat, water, wood, and energy storage. Totals may reflect rounding. 

2015-2019 is actual plants retired. 2020-2024 data is from announced retirements as of March 2020.  

Source:  ABB Inc., The Velocity Suite; EEI Finance Department, March 2020

 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Total

Coal   16,002  8,946  8,529  13,876  13,797  10,236  2,996  8,160  7,567 1,129  30,086

Gas   6,883  7,811  5,887  8,270  2,936  3,502  10,715  5,276  4,746 5,352  29,590

Nuclear  —  577  —  550  1,641  2,031  3,097  823  — 1,159  7,111

Oil   1,311  1,652  854  2,424  444  86  7,708  4,206  1,866 2,621  16,486

Solar  14  35 —  1 — — — — — — —

Wind  359  8   60  80  88  249 — — — —  249 

Hydro  147  127  125  54  142  1  6 —  37 6  50

Other  303  619  204  352  462  93  139  37  76 —  344

Total  25,019  19,854  15,658  25,606  19,508  16,200  24,660  18,500  14,292  10,266   83,917

Actual Planned

PlannedActual

Nuclear Oil Solar Wind Hydro OtherNatural GasCoal
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Actual & Projected Transmission Investment* 2013–2022

r =  revised

*Investment of investor-owned electric companies and stand-alone transmission companies. Actual Investment 
figures were obtained from the EEI Property & Plant Capital Investment Survey supplemented with FERC Form 1 
data. Projected investment figures were obtained from the EEI Transmission Capital Budget & Forecast Survey 
supplemented with data obtained from company 10-k reports and investor presentations.

Source: EEI Business Analytics.

Updated November 2019.
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Fuel Sources

Three primary trends that have 

impacted fuel use over the last de-

cade persisted in 2019: natural gas 

prices drifted further down from 

already very low levels, renewable 

generation capacity continued to 

grow, and electricity demand re-

mained lethargic, dropping 1.4% 

from its 2018 level partly due to 

milder weather in 2019.

Natural gas maintained its posi-

tion, established in 2016, as the na-

tion’s primary generation fuel. Its 

share of total generation increased 

3.2 percentage points, to 38.4% in 

2019 from 35.2% in 2018. Coal’s 

share fell 4.0 percentage points, to 

23.5%, extending a relatively steady 

long-term decline since the late 

1990s. In 1998, coal plants pro-

duced over half the nation’s electric-

ity. Nuclear generation continued 

its stable long-term contribution, 

Fuel Sources for Net Electric Generation 

U.S. ELECTRIC UTILITY AND NON-UTILITY

Note: Totals may not equal 100% due to rounding.

U.S. Electric Utility: Owns and/or operates facilities within the 
United States, its territories, or Puerto Rico for the generation, 
transmission, distribution, or sale of electric energy primarily for 
use by the public. This includes investor-owned utilities, public 
power, and cooperatives.

Non-Utility Power Producer: Non-utility power producers include 
qualifying cogenerators, qualifying small power producers, and 
other non-utility generators (including independent power 
producers) without a designated franchised service area.

Source: U.S. Department of Energy, Energy Information
 Administration (EIA). March 2020.

  2018 2019

Coal 27.5% 23.5%

Gas 35.2% 38.4%

Nuclear 19.3% 19.7%

Oil  0.6% 0.5%

Hydro 7.0% 6.7%

Renewables 9.9% 10.9%

   Biomass 1.5% 1.4%

   Geothermal 0.4% 0.4%

   Solar 1.8% 1.8%

   Wind 6.5% 7.3%

Other fuels 0.5% 0.5%

Total 100% 100%

Fuel Sources as a Percentage 
of Total Electric Generation 2011–2019

U.S. ELECTRIC UTILITY AND NON-UTILITY

U.S. Electric Utility: Owns and/or operates facilities within the United States, 
its territories, or Puerto Rico for the generation, transmission, distribution, or sale of 
electric energy primarily for use by the public. This includes investor-owned utilities, 
public power, and cooperatives.

Non-Utility Power Producer: Non-utility power producers include qualifying cogenerators, 
qualifying small power producers, and other non-utility generators (including 
independent power producers) without a designated franchised service area.

Source: U.S. Department of Energy, Energy Information Administration (EIA),
March 2020.
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accounting for 19.7% of the na-

tion’s power in 2019, up margin-

ally from its 19.3% share in 2018. 

Nuclear power has supplied be-

tween 19% to 20% of the nation’s 

electricity for two decades. Hydro’s 

share of generation edged down to 

6.7% in 2019 from the record-high 

7.0% in 2018 caused by high pre-

cipitation levels that year. Other re-

newables — wind, solar, geothermal 

and biomass — saw their collective 

share continue to rise. Together, 

they accounted for 10.9% of total 

generation in 2019 up from 9.9% 

in 2018.

The nation’s fuel mix has changed 

markedly over the past decade 

and EEI member companies have 

been leaders in implementing this 

change. As a result, the power sec-

tor has reduced its carbon emissions 

significantly and renewable genera-

tion has achieved strong, ongoing 

growth. Approximately 40% of the 

nation’s electricity now comes from 

carbon-free sources (including nu-

clear energy, hydropower and other 

renewables).

Zero-carbon generation produced 

37.2% of the nation’s electric power 

in 2019. The electric power indus-

try’s 2019 carbon dioxide emissions 

were down 8% from 2018’s total, 

33% below the level in 2005 and at 

their lowest point over the past three 

decades (since 1987). Other bench-

marks of progress include:

 ■ EEI member companies’ 2019 

carbon emissions were approxi-

mately 45% below 2005 levels 

(Source: 2019 EPA, CEMS data; 

2020 ABB Energy Velocity).

 ■ 40 EEI members that account 

for approximately 90% of EEI-

member generation have set 

near- and long-term greenhouse 

gas (GHG) reduction goals, 

with many aiming for reduc-

tions of 80% or more by 2050.

 ■ Almost half of those goals in-

clude a net-zero by 2050 or ear-

lier target date.

Roughly two-thirds of the emis-

sions reductions achieved to date 

are a result of switching from coal 

to natural gas generation; since 

2005, coal use has been cut by more 

than half. This shift has allowed 

EEI member companies to take ad-

vantage of the lower cost, around-

the-clock reliability and easier 

dispatchability of natural gas to 

achieve deeper and faster emissions 

reductions. At the same time, EEI’s 

member companies have aggres-

sively increased their deployment 

and use of renewables. The amount 

of energy they have generated from 

non-hydro renewable sources has 

risen four-fold since 2005.

U.S. Power Sector Carbon Dioxide Emissions 
(2005-2019)
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Source: U.S. Energy Information Administration, Monthly Energy Review, 

March 2020. 
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Coal

Coal fueled 23.5% of U.S. gen-

eration in 2019, down four percent-

age points from its 27.5% share in 

2018. Coal’s once-dominant posi-

tion as the nation’s primary gen-

eration fuel has been eroded by the 

abundant supply of low-cost natural 

gas from the shale revolution, low 

wholesale market prices for natural 

gas and stricter environmental regu-

lations. As a result of fuel switching 

and retirements, New York will have 

no coal-fired generation once the 

686 MW Somerset plant is retired in 

the first half of 2020. Connecticut’s 

385 MW Bridgeport station coal-

fired plant is scheduled for retire-

ment in 2021; this will leave New 

England with only four operational 

coal-fired power plants — the 439 

MW Merrimack and 138 MW 

Schiller plants in New Hampshire 

and Maine’s 85 MW Rumford 

Cogeneration plant and 56 MW 

S.D. Warren Westbrook plant.

Electric utilities paid an average 

$2.08 per million British Thermal 

Units (MMBtu) for coal in 2019, 

three cents less than in 2018 and 

35 cents (or 14%) less than 2012’s 

$2.43/MMBtu, which was the high-

est level in a decade. The average cost 

of producing electricity from coal in 

2019 remained the highest of all fuel 

types, at $32.05/MWh, although 

the fuel component of this total cost 

was $22.38/MWh, down 7% from 

$24.03/MWh in 2015.

Natural Gas

Natural gas maintained its lead 

over coal as the primary fuel used 

for electricity generation in the U.S. 

The share of total generation fueled 

Electric Companies with 100 Percent
Net Zero Emissions Goals

 

Source: EEI, March 2020

EEI Member Climate/Carbon Goal

AVANGRID 100% carbon neutral by 2035

Avista 100% clean electricity by 2045

CMS Energy Net-zero CO2 emissions by 2050 

DTE Energy Net-zero carbon emissions by 2050*

Dominion Energy Net-zero CO2 and methane emissions by 2050

Duke Energy Attain net-zero CO2 emissions by 2050

Eversource Energy Carbon neutral by 2030

Green Mountain Power 100% carbon-free electricity by 2025, 

 100% renewable energy by 2030

Hawaiian Electric 100% renewable energy by 2045

Idaho Power Provide 100% clean energy by 2045

Madison Gas & Electric Net-zero carbon electricity by 2050

National Grid Net zero emissions by 2050

Pinnacle West (APS) 100% carbon-free electricity by 2050

PNM Resources 100% carbon-free electricity by 2040

PSEG Net-zero carbon emissions by 2050*

Puget Sound Energy 100% clean electricity by 2045

Southern California Edison Carbon neutrality by 2045

Southern Company Low- to no-carbon operations by 2050 

Xcel Energy Carbon-free electricity by 2050

EEI Member Climate/Carbon Goal

AVANGRID 100% carbon neutral by 2035

Avista 100% clean electricity by 2045

CMS Energy Net-zero CO2 emissions by 2050 

DTE Energy Net-zero carbon emissions by 2050*

Dominion Energy Net-zero CO2 and methane emissions by 2050

Duke Energy Attain net-zero CO2 emissions by 2050

Eversource Energy Carbon neutral by 2030

Green Mountain Power 100% carbon-free electricity by 2025, 

 100% renewable energy by 2030

Hawaiian Electric 100% renewable energy by 2045

Idaho Power Provide 100% clean energy by 2045

Madison Gas & Electric Net-zero carbon electricity by 2050

National Grid Net zero emissions by 2050

Pinnacle West (APS) 100% carbon-free electricity by 2050

PNM Resources 100% carbon-free electricity by 2040

PSEG Net-zero carbon emissions by 2050*

Puget Sound Energy 100% clean electricity by 2045

Southern California Edison Carbon neutrality by 2045

Southern Company Low- to no-carbon operations by 2050 

Xcel Energy Carbon-free electricity by 2050
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Average Cost to Produce Electricity 2015–2019

U.S. Electric Utility: Owns and/or operates facilities within the United States, its territories, or 
Puerto Rico for the generation, transmission, distribution, or sale of electric energy primarily 
for use by the public. This includes investor-owned utilities, public power, and cooperatives.

Non-Utility Power Producer: Non-utility power producers include qualifying cogenerators, 
qualifying small power producers, and other non-utility generators (including independent 
power producers) without a designated franchised service area.

*2019 results are preliminary. All years based on modeled data from Velocity Suite, ABB 
Enterprise Software March 2020
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Average Cost of Fossil Fuels 2010–2019

($/mmBTU)

U.S. ELECTRIC UTILITIES
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U.S. Electric Utility: Owns and/or operates facilities within the United States, its 

territories, or Puerto Rico for the generation, transmission, distribution, or sale 

of electric energy primarily for use by the public. This includes investor-owned 

utilities, public power, and cooperatives.

Source: U.S. Department of Energy, Energy Information Administration (EIA), 

March 2020.
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by natural gas rose to 38.4% in 

2019 from 35.2% in 2018, driven 

largely by natural gas-fired capacity 

additions.

Natural gas production surged 

10% year-to-year, to 36,188 bil-

lion cubic feet (Bcf ) in 2019, while 

a mild winter caused consumption 

to increase only 3%, or 31,014 Bcf. 

Demand for natural gas from the 

industrial and residential sectors 

barely changed, increasing only 

0.12% and 0.08%, respectively ver-

sus 2018 levels. The electric power 

sector is the nation’s single-largest 

user of natural gas; the sector’s total 

gas consumption rose 7% in 2019 

and its share among all sectors in-

creased more than one percentage 

point, to 36.4%. The industrial 

sector, the second-largest user, saw 

its share decrease slightly, from 

27.8% to 27.0%. The residential 

sector accounted for 16% of total 

consumption.

The average Henry Hub (HH) 

spot price — a widely watched bench-

mark — averaged $2.56 per MMBtu 

in 2019, down 19% from the prior 

year. This led to a 17% drop in the 

average cost to produce electricity 

from natural gas, to $27.32/MWh, 

which made the fuel cost component 

of coal and natural gas generation 

about equal. Operations and mainte-

nance costs for natural gas generation 

also declined, by about 7% versus 

their 2018 level.

Nuclear

Nuclear power has fueled be-

tween 17.8% and 20.6% of total 

U.S. electric generation since 1988. 

In 2019, it accounted for 19.7% 

of the electricity used in the U.S., 

up less than one percentage point 

from 2018 and nearly matching the 

19.6% annual average for data go-

ing back to 2001. High construc-

tion costs and lengthy permitting 

and building processes have made 

new nuclear plants largely uneco-

nomical. Year-to-year changes in 

nuclear generation are driven pri-

marily by the duration of downtime 

at existing plants that result from 

refueling, maintenance and uprates.

Since 1977, the Nuclear 

Regulatory Commission (NRC) has 

uprated 164 units, totaling 7, 921 

MW of capacity, representing the 

equivalent of approximately seven 

new reactors. Almost all U.S. reac-

tors have been uprated; that is, they 

have received NRC-approved ex-

pansions of original capacity. This 

includes a 2012 approval to add two 

new units, scheduled for comple-

tion in 2021 and 2022, to the two 

existing pressurized water reactors 

at Southern Company’s Vogtle facil-

ity in Georgia, which will augment 

nameplate capacity by 2,320 MW. 

These two new nuclear units will 

be the first nuclear generation built 

in the U.S. in the last three decades 

and will also be the first to use the 

Westinghouse AP1000 advanced 

pressurized water reactor technolo-

gy, considered to be the safest, most 

economical nuclear power plant 

technology in the world. It allows 

nuclear cores to be cooled in the ab-

sence of operator interventions or 

mechanical assistance.

In 2020, three plants are ex-

pected to have their uprate applica-

tions approved, totaling 46.7 MW. 

The NRC has approved the initial 

license renewal applications for 

93 out of 96 operating reactors it 

oversees, and only six of these have 

ceased operation (Fort Calhoun, 

Kewaunee, Oyster Creek, Pilgrim, 

Three Mile Island and Vermont 

Yankee).

Many nuclear plants are now 

pursuing a second license renewal 

filing that would extend their oper-

ating life another 20 years, to a to-

tal of about 80 years. In 2019, the 

Nuclear Regulatory Commission 

(NRC) approved an extension for 

Florida’s Turkey Point nuclear plant 

Units 3 and 4 until 2052 and 2053, 

respectively. In March 2020, the 

NRC extended the licenses of Peach 

Bottom’s Atomic Power Station 

Units 2 and 3 until 2053 and 2054, 

respectively. Dominion is anticipat-

ing the NRC’s extension in June 

2020 of Dominion’s Surry Power 

Station in Virginia; this would al-

low operations of Units 1 and 2 

to continue to 2052 and 2053, re-

spectively. Dominion is expected 

to file a second license application 

in late 2020 for its North Anna 

Units 1 and 2, while Duke Energy 

Carolinas is expected to file a sec-

ond license application in 2021 for 

its Oconee Units 1,2 and 3. Duke 

has also announced intentions 

to file for renewal of its Catawba 

Nuclear Station Units 1 and 2, and 

McGuire Nuclear Station Units 1 

and 2. Duke Energy Progress an-

nounced intentions to extend the 

life of the Brunswick Steam Electric 

Plant Units 1 and 2, Shearon Harris 

Nuclear Power Plant Unit 1, and 

the H.B. Robinson Steam Electric 

Plant Unit 2.
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Renewable Electricity Portfolio Standards
and Clean Energy Standards in the U.S.

RPS

Clean Energy Standard

RPS and 100% Clean Energy Target

**

*
***

****

Updated March 2020.

Abbreviations: EE - Energy Effi ciency; RE - Renewable Energy.

Notes: An RPS requires a percent of an electric provider’s energy sales (MWh) or installed capacity (MW) to come from renewable 
resources. Most specify sales (MWh). Map percents are fi nal years’ targets. * TVA’s goal is not state policy; it calls for 60% clean 
energy by 2030. ** Nebraska’s two largest public power districts have renewable goals. *** Plan introduced by Gov.  Cooper (D), 
requires approval from General Assembly. **** Renewable & carbon free - 14% by 2021, 100% by 2045 for Dominion Energy Inc., 
Virginia Electric and Power Co.; and 6% by 2021, and 100% by 2050 for American Electric Power Co. Inc. subsidiary Appalachian 
Power Co., and any retail provider in these territory.

Source: Database of State Incentives for Renewables and Effi ciency, http://www.dsireusa.org.

AZ:  15% by 2025; 4.5% DG

CA:   50% by 2026, 60% by 2030, 
100% by 2045

CO:   30% by 2020 (10% co-ops, munis), 
3% DG and 1.5% customer sited. 
100% by 2050

CT:  40% by 2030

DC:  100% by 2032, 10% solar by 2041

DE:   25% by 2026, 3.5% PV. Triple credit 
for PV

HI:   30% by 2020, 70% by 2040, 
100% by 2045

IA:  105 MW; 1 GW wind goal by 2010

IL:   25% by 2026; wind 75%, 1.5% PV and 
0.25% DG

IN:  10% by 2025 (goal)

KS:  20% by 2020

MA:  35% by 2030 (new resources); 1% each 
year thereafter

MD:  25% by 2020, 2.5% solar by 2020, 
50% by 2030

ME: 8 GW wind goal by 2030, 100% by 2050

MI:  15% by 2021. 3.2 multiplier for 
solar electric

MN:  26.5% by 2025 (IOUs), 1.5% solar and 
0.15% PV DG by 2020.

MO: 15% by 2021, 0.3% solar

MT:  15% by 2015

NC:  12.5% by 2021, 0.2% solar by 2018. 
(10% by 2018 co-ops, munis)

ND: 10% by 2015 (goal)

NH:  0.3% solar electric by 2014, 25.2% 
by 2025

NJ:  50% by 2030

NM:  80% by 2040, 100% by 2045 (IOUs) 

NV:   50% by 2030, 1.5% solar by 2025. 
2.4 multiplier for PV, 100% by 2050

NY:   50% by 2030, 0.58% customer sited 
by 2015

OH:  12.5% by 2026, 0.5% solar by 2027

OK:  15% by 2015 (goal)

OR:   50% by 2040 (5-10% - smaller utilities). 
20 MW PV by 2025. Double credit for PV

PA:  18% by 2021, 0.5% PV by 2021

RI:  38.5% by end 2035

SC:  2% by 2021. 0.25 % DG by 2021 (goal).

SD:  10% by 2015 (goal)

TX:   5,880 MW by 2015, 500 MW non-wind 
goal, double credit for non wind

UT:   20% by 2025, 2.4 multiplier for solar 
electric (goal)

VA:   100% by 2045 for Dominion Energy Inc, 
and by 2050 for APCO)

VT:   55% in 2017, 75% 2032

WA:   15% by 2020, double credit for DG, 
2 MW DG

WI:  10% by 2015
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Renewables

Renewable capacity growth con-

tinued to break records in 2019. 

Collectively, renewables (including 

hydro) accounted for a record-high 

17.5%, or 720,435 million MWh, 

of total U.S. electric generation 

in 2019, nearly 70% more than in 

2010 when renewables generated 

427,367 million MWh. Non-hydro 

renewables also reached a record-

high 10.9% of total generation in 

2019, up one percentage point from 

2018. Solar generation continued to 

grow at a faster rate than wind, but 

its growth rate slowed to 13% year-

to-year in 2019 from a record-high 

138% in 2012. Solar’s share of total 

nationwide output remains small, at 

just under 2%, yet it accounted for 

16% of total non-hydro renewable 

generation in 2019, the same level as 

in 2018.

Wind generation remained the 

leading renewable generation source, 

at 67% of 2019’s total non-hydro 

renewable generation. Total MWh 

supplied by wind rose 10% relative 

to 2018. The total electricity gener-

ated from wind turbines overtook 

the total generated by hydro for the 

first time in 2019. Wind supplied 

300,071,000 MWh, or 7.3% of the 

nation’s total generation in 2019, 

versus hydroelectric’s 273,707,000, 

or 6.7% share. Biomass and geother-

mal’s contribution to nationwide 

electric generation remained stable 

in 2019, powering 1.8% of U.S. 

electric load.

Driven by the increase in renew-

able capacity, coal retirements and 

seasonal factors, monthly electric 

generation from renewables exceed-

ed coal generation by 3% in April 

2019, with renewables providing 

23% of total electric generation for 

the month.

Oil

Oil supplied only 0.45% of U.S. 

electric output in 2019, down from 

0.6% in 2018 as a result of retire-

ments of oil-fueled electricity gen-

eration. Located away from U.S. 

railroad infrastructure, Hawaii and 

Alaska (the country’s two non-con-

tiguous states) account for more 

than 60% of the nation’s oil-fueled 

generation. Hawaii, which accounts 

for about half of all oil used for 

power generation, plans to produce 

100% of its electricity from renew-

able sources by 2045 and is actively 

retiring oil generation. Florida and 

New England also have oil-fueled 

capacity; this is mostly in the form 

of dual-fuel power plants built years 

ago to hedge the region’s lack of 

natural gas infrastructure. 
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 ■ The industry’s attention to cost  

controls and productivity from 

smart-grid investments held 

Operations and Maintenance 

(O&M) expense inflation to  

just 1.0%.

 ■ Depreciation & Amortization 

(D&A) expenses rose 6.3%, re-

flecting the industry’s ongoing 

investments in new clean genera-

tion and grid modernization.

 ■ Operating Income rose 8.3%, 

largely a result of lower electrical 

generation costs and the industry’s 

overall cost management efforts.

 ■ Interest Expense climbed 8.2% due 

to the increased short and long-

term debt required to finance the 

industry’s investment programs.

Industry Financial
Performance

Income Statement

 ■ Energy Operating Revenue 

grew just 0.1% versus last year. 

Nationwide electricity demand 

fell 1.7% due to cooler summer 

weather and the impact of trade 

tariffs on industrial load, which 

declined almost 5%. The average 

retail price of electricity nation-

wide rose less than 1%, according 

to EIA data.

 ■ Energy Operating Expenses fell 

6.7% as Electric Generation and 

Gas Costs declined. The aver-

age cost of natural gas was al-

most 20% lower for the year and 

coal costs were marginally lower 

too. Because reduced hydro gen-

eration offset growing solar and 

wind, the share of total genera-

tion from zero-fuel-cost power 

rose only half a percentage point, 

resulting in little impact on the 

industry-wide generation cost de-

cline in 2019.

 ■ Pre-tax Net Income increased 

24.5% and Net Income rose 

17.4%, yet much of these gains 

came from declines in Non-

Recurring Expenses resulting 

from company-specific actions, 

rather than broad business funda-

mentals impacting the industry as 

a whole.

 ■ The industry’s aggregate declared 

Common Dividends rose 8.6% 

versus 2018; these offer a wel-

come source of income for sav-

ings-oriented investors given the 

meager bond yields throughout 

the year.
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Consolidated Income Statement 
U.S. INVESTOR-OWNED ELECTRIC UTILITIES

12 Months Ended

($ Millions) 12/31/2019  12/31/2018r  % Change

Energy Operating Revenues  $364,895   $364,383  0.1% 

   

Energy Operating Expenses   

Total Electrical Generation Cost    89,452   96,195  (7.0%)

Gas Cost   18,758   19,761  (5.1%)

Total Energy Operating Expenses    108,210   115,956  (6.7%)

   

Revenues less energy operating expenses     256,685   248,426  3.3% 

   

Other Operating Expenses   

Operations & Maintenance   93,921   92,948  1.0% 

Depreciation & Amortization   53,468   50,278  6.3% 

Taxes (not income) - Total  20,086   19,381  3.6% 

Other Operating Expenses  16,525   18,731  (11.8%)

Total Operating Expenses     292,210   297,295  (1.7%)

   

Operating Income     72,685   67,088  8.3% 

   

Other Recurring Revenue   

Partnership Income  1,781   1,949  (8.7%)

Allowance for Equity Funds Used for Construction   1,797   1,900  (5.4%)

Other Revenue   5,166   3,222  60.3% 

Total Other Recurring Revenue      8,744   7,072  23.6% 

   

Non-Recurring Revenue   

Gain on Sale of Assets  2,899   5,272  (45.0%)

Other Non-Recurring Revenue  117   131  (10.4%)

Total Non-Recurring Revenue   3,016   5,403  (44.2%)

   

Interest Expense   26,962   24,918  8.2% 

Other Expenses  159   859  (81.5%)

Asset Writedowns   3,517   4,121  (14.6%)

Other Non-Recurring Expenses   14,174   17,841  (20.6%)

Total Non-Recurring Expenses    17,691   21,962  (19.4%)

Net Income Before Taxes     39,633   31,824  24.5% 

   

Provision for Taxes   2,848   738  285.8% 

Dividends on Preferred Stock of Subsidiary  -   -  NM 

Other Minority Interest Expense  -   -  NM 

Minority Interest Expense  -   -  NM 

Trust Preferred Security Payments  -   -  NM 

Other After-tax Items  -   -  NM 

Total Minority Interest and Other After-tax Items  -   -  NM 

Net Income Before Extraordinary Items    36,786   31,086  18.3% 

   

Discontinued Operations   424   602  (29.6%)

Change in Accounting Principles  -   -  NM 

Early Retirement of Debt  -   -  NM 

Other Extraordinary Items  -   -  NM 

Total Extraordinary Items   424   602  (29.6%)

Net Income     37,209   31,688  17.4% 

   

Preferred Dividends Declared   359   542  (33.7%)

Other Preferred Dividends after Net Income   2   2  0.0% 

Other Changes to Net Income  (1)  (2) (39.0%)

Net Income Attributable to Noncontrolling Interests   60   (300) NA  

Net Income Available to Common     36,786   31,442  17.0% 

Common Dividends    27,938   25,726  8.6% 

r = revised  NM = not meaningful

Source: S&P Global Market Intelligence and EEI Finance Department.
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14.7

19.6

18.4

Quarterly Net Operating Income
U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Source: S&P Global Market Intelligence and EEI Finance Department.
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Individual Non-Recurring and Extraordinary Items 2010–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

r = revised  Note: Figures represent net industry totals. Totals may reflect rounding.

Source: S&P Global Market Intelligence and EEI Finance Department.

($ Millions) 

Net Gain (Loss) on Sale of Assets
Other Non-Recurring Revenue

Total Non-Recurring Revenue

Asset Writedowns
Other Non-Recurring Charges

Total Non-Recurring Charges

Discontinued Operations
Change in Accounting Principles
Early Retirement of Debt
Other Extraordinary Items

Total Extraordinary Items

Total Non-Recurring 
and Extraordinary Items

   2010  2011  2012  2013  2014  2015  2016 2017 2018r  2019  
   
 3,410  891  311  414  996  789  767  1,012 5,272  2,899  
 2,065  946  264  78  296  (4) 888  493 131  117  

 5,475  1,837  576  492  1,292  785  1,655  1,505  5,403  3,016  

 (8,805) (2,743) (5,646) (4,276) (8,762) (5,189) (17,487) (4,166) (4,121) (3,517) 
 (545) (851) (3,136) (3,510) (2,675) (1,764) (3,109) (5,630) (17,841) (14,174) 

 (9,350) (3,594) (8,783) (7,786) (11,437) (6,953) (20,596) (9,796) (21,962) (17,691) 

 (476) (1,011) (4,317) (88) 295  (1,148) (732) (1,554) 602  424  
  –  –  –  –  –  –   –   –   –  –  
  –  –  –  –  –  –  –   –   –  –  
 10  960  –  –  –  –  –   –   –  –  

 (466) (51) (4,317) (88) 295  (1,148)  (732) (1,554) 602  424  

 (4,341) (1,808) (12,524) (7,381) (9,850) (7,316) (19,674)  (9,844) (15,957) (14,251)

Top Net Non-Recurring and
Extraordinary Gains (Losses) 2019

($ Millions)

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Source: S&P Global Market Intelligence and EEI Finance Department. 

Company Gains Losses Net Total 

PG&E Corp  –   11,781    11,781 

Dominion Energy  162   2,870    2,708 

Southern Company  2,569   192    2,377 

Edison International  –   591    591 

NiSource  –   415    415 

Public Service Enterprise Group  (402) –    402 

NextEra Energy  461   103    358 

Entergy  –   290    290 

Berkshire Hathaway Energy  –   288    288 

Eversource Energy  0   240    239 

Company Gains Losses Net Total 

PG&E Corp  –   11,781    11,781 

Dominion Energy  162   2,870    2,708 

Southern Company  2,569   192    2,377 

Edison International  –   591    591 

NiSource  –   415    415 

Public Service Enterprise Group  (402) –    402 

NextEra Energy  461   103    358 

Entergy  –   290    290 

Berkshire Hathaway Energy  –   288    288 

Eversource Energy  0   240    239 
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Aggregate Non-Recurring
and Extraordinary Items 2010–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Gains
Losses

Total 

 

 2010  2011  2012  2013  2014  2015  2016   2017  2018r 2019  Total 
 5.7  1.8  0.6  0.5  1.3  0.8  1.7  1.5  5.4  3.0  22.2 
 10.0  3.6  8.8  6.6  11.4  7.0  20.6  9.8  22.0  17.7  117.5 

  (4.3) (1.8) (8.2) (6.2) (10.1) (6.2) (18.9) (8.3) (16.6) (14.7) (95.2) 

($ Billions)
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r = revised   Note: Totals may reflect rounding.

Source: S&P Global Market Intelligence and EEI Finance Department.
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Source: S&P Global Market Intelligence and EEI Finance Department.
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Note: Represents all power placed on grid for distribution to end customers; 
does not include Alaska or Hawaii.

Source: EEI Business Analytics.

U.S. Electric Output (GWh)
Periods Ending December 31

Region 2019 2018 % Change

New England  117,133   122,211  (4.2%)

Mid-Atlantic  428,514   440,401  (2.7%)

Central Industrial   660,478   684,580  (3.5%)

West Central   329,870   337,891  (2.4%)

Southeast   1,027,445   1,051,898  (2.3%)

South Central   769,886   762,943  0.9% 

Rocky Mountain   283,888   281,198  1.0% 

Pacific Northwest   157,502   155,948  1.0% 

Pacific Southwest   268,153   276,654  (3.1%)

Total United States  4,042,869   4,113,724  (1.7%)

Source: EEI Business Analytics.

EEI U.S. Electric Output – Regions

PACIFIC
NORTHWEST

PACIFIC
SOUTHWEST
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CENTRAL
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A mean daily temperature (average of the daily maximum and minimum temperatures) 
of 65 degrees Fahrenheit is the base for both heating and cooling degree day computations. 
National averages are population weighted.

Source: National Oceanic and Atmospheric Administration, National Weather Service, 
Climate Prediction Center.

 Total Dev from %  Dev from  % 
  Norm Change Last Year Change

Cooling Degree Days     

New England 562  145  35%  (178) (24%)

Mid-Atlantic 827  171  26%  (164) (17%)

East North Central 839  131  19%  (174) (17%)

West North Central 1,006  78  8%  (175) (15%)

South Atlantic 2,505  541  28%  61  2% 

East South Central 1,945  397  26%  (24) (1%)

West South Central 2,836  387  16%  75  3% 

Mountain 1,371  128  10%  (87) (6%)

Pacific 792  88  13%  (101) (11%)

United States 1,463  247  20%  (75) (5%)

      

Heating Degree Days     

New England 6,491  (120) (2%) 101  2% 

Mid-Atlantic 5,598  (313) (5%) (96) (2%)

East North Central 6,332  (165) (3%) 11  0% 

West North Central 6,977  227  3%  68  1% 

South Atlantic 2,433  (420) (15%) (236) (9%)

East South Central 3,145  (459) (13%) (287) (8%)

West South Central 2,177  (110) (5%) (95) (4%)

Mountain 5,083  (126) (2%) 303  6% 

Pacific 3,175  (53) (2%) 321  11% 

United States 4,327  (197) (4%) (4) (0%)

U.S. Weather
January – December 2019
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2019 Weather Compared to 2018

AS MEASURED BY DEVIATIONS BETWEEN THE TWO YEARS

Cooling
Deviation
From Last

Year

Heating
Deviation
From Last

Year

Jan  

Feb 

Mar

Apr

May 

Jun

Jul 

Aug 

Sep 

Oct 

Nov 

Dec

Total 

Source: National Oceanic and Atmospheric Administration and National Weather Service.
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Cooling Deviation from Last Year

  Heating Deviation from Last Year

 Jan Feb Mar Apr May Jun Jul  Aug Sep Oct Nov Dec

(30)

99 

34 

(137)

58 

8 

(1)

3 

(10)

(9)

(7)

(12)

(4)

  1 

(3)

0 

16 

(19)

(45)

2 

(23)

1 

(5)

(2)

2 

(75)

COOLING DEGREE DAYS PERCENTAGE CHANGEHEATING DEGREE DAYS

Jan 5  (4) 1  867  (50) (30) (44.4%) 25.0%  (5.5%) (3.3%)

Feb 14  6  (3) 726  (6) 99  75.0%  (17.6%) (0.8%) 15.8% 

Mar 15  (3) 0  642  49  34  (16.7%) 0.0%  8.3%  5.6% 

First Quarter 34  (1) (2) 2,235  (7) 103  (2.9%) (5.6%) (0.3%) 4.8% 

Apr 38  8  16  293  (52) (137) 26.7%  72.7%  (15.1%) (31.9%)

May 122  25  (19) 153  (6) 58  25.8%  (13.5%) (3.8%) 61.1% 

Jun 220  7  (45) 30  (9) 8  3.3%  (17.0%) (23.1%) 36.4% 

Second Quarter 380  40  (48) 476  (67) (71) 11.8%  (11.2%) (12.3%) (13.0%)

Jul 378  57  2  3  (6) (1) 17.8%  0.5%  (66.7%) (25.0%)

Aug 331  41  (23) 8  (7) 3  14.1%  (6.5%) (46.7%) 60.0% 

Sep 237  82  1  36  (41) (10) 52.9%  0.4%  (53.2%) (21.7%)

Third Quarter 946  180  (20) 47  (54) (8) 23.5%  (2.1%) (53.5%) (14.5%)

Oct 79  26  (5) 262  (20) (9) 49.1%  (6.0%) (7.1%) (3.3%)

Nov 14  (1) (2) 591  52  (7) (6.7%) (12.5%) 9.6%  (1.2%)

Dec 10  3  2  716  (101) (12) 42.9%  25.0%  (12.4%) (1.6%)

Fourth Quarter 103  28  (5) 1,569  (69) (28) 37.3%  (4.6%) (4.2%) (1.8%)

Full Year 1,463  247  (75) 4,327  (197) (4) 20.3%  (4.9%) (4.4%) (0.1%)

Heating Degree Days Percentage Change from Historical Norm

Cooling Degree Days Percentage Change from Historical Norm

A mean daily temperature (average of the daily maximum and minimum temperatures) of 65°F is the base for both heating and cooling 

degree day computations. National averages are population weighted. 

Source: National Oceanic and Atmospheric Administration and National Weather Service.

 2010  2011  2012  2013  2014  2015  2016  2017  2018  2019   

 (1.7) (4.5) (16.6) (0.6) 1.1  (9.1) (14.8) (14.2) (4.2)  (4.4%)

 19.9  21.5  22.4  10.9  5.8  19.2  29.4  16.0  26.4      20.3%  

 Cooling     Cooling Heating Heating 
 Degree     Degree Degree Degree 
Total Deviation  Deviation Total Deviation Deviation Change     Change Change Change
 From From  From From From     From From From
 Norm Last Yr  Norm Last Yr Norm     Last Yr Norm Last Yr

Heating and Cooling Degree Days and Percent Changes    
January–December 2019
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Balance Sheet

 ■ The industry’s financial condi-

tion remained strong in 2019. 

Aggregate balance sheet leverage 

increased slightly as the industry 

extended its multi-year trend to-

ward a regulated focus with lever-

age appropriate for a lower risk 

profile. However, balance sheet 

structures show wide differen-

tiation across the industry; aggre-

gate figures are only suggestive of 

broad trends.

 ■ Total debt rose as utilities took 

advantage of low interest rates 

and strong demand from inves-

tors to fund regulated invest-

ment programs, while manag-

ing balance sheet ratios and cash 

flows to maintain investment-

grade credit ratings.

 ■ Common Equity issuance was 

strong for a second straight year. 

Last year’s issuance addressed the 

impact of tax reform. In 2019, 

utilities took advantage of high 

price-earnings ratios and welcom-

ing capital markets to fund capex, 

offset debt issuance and strength-

en balance sheets.

 ■ U.S. economic growth slowed in 

2019 with quarterly real GDP 

gains at just 2.0% from Q2 

through Q4 after rising 3.1% in 

Q1. Inflation pressures remained 

muted and interest rates declined 

from already low levels. The 10-

year U.S. Treasury yield ended the 

year under 2.0% from a high near 

2.8% in January. Global growth 

also stalled and widespread nega-

tive interest rates persisted in 

Europe and Japan. As a result, 

utility debt and equity remained 

attractive for investors’ searching 

for yield with relatively low busi-

ness risk exposure.

 ■ Property, Plant and Equipment in 

service (PPE in Service) rose 7.3% 

from year-end 2018 and 26.4% 

over the level at year-end 2015. 

This strong growth indicates the 

magnitude of the industry’s build-

out of new renewable and clean 

generation, new transmission, re-

liability-related infrastructure and 

other capital projects.

 ■ Debt-to-cap ratios by category 

show the dominance of regulated 

operations in the industry and a 

tendency, at the aggregate indus-

try level, toward slightly higher 

leverage versus 2018. The disper-

sion of moves across individual 

companies, with some companies 

showing higher, some lower and 

others no change in leverage, in-

dicates why individual company 

strategies are as meaningful as ag-

gregate totals when assessing in-

dustry trends.

 ■ Regulated companies as a group 

continued to report higher bal-

ance sheet leverage then their 

Mostly Regulated peers. This is 

to be expected given their lower 

business risk profile.
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Consolidated Balance Sheet
U.S. INVESTOR-OWNED ELECTRIC UTILITIES

($ Millions) 12/31/2019  12/31/2018r  % Change  $ Change  

PP&E in service, gross    1,591,259   1,490,766  6.7%  100,493  

Accumulated depreciation      455,800   432,602  5.4%  23,198  

 PP&E in service, net      1,135,459   1,058,164  7.3%  77,295  

Construction work in progress      76,266   72,540  5.1%  3,727  

Net nuclear fuel     15,573   15,534  0.3%  40  

Other property   17,144   1,732  890.0%  15,412  

 PP&E, net    1,244,443   1,147,970  8.4%  96,473  

    

Cash & cash equivalents   11,741   16,139  (27.3%) (4,398)

Accounts receivable    41,832   43,038  (2.8%) (1,206)

Inventories   23,299   22,210  4.9%  1,089 

Other current assets     45,082   43,922  2.6%  1,160 

 Total current assets      121,955   125,309  (2.7%) (3,354)

    

Total investments    120,548   106,116  13.6%  14,431 

Other assets   269,991   245,542  10.0%  24,449 

    

Total Assets     1,756,936   1,624,937  8.1%  131,999 

    

Common equity     464,217   437,843  6.0%  26,374 

Preferred equity   9,262   4,949  87.1%  4,313 

Noncontrolling interests   20,512   18,214  12.6%  2,297 

 Total equity    493,990   461,006  7.2%  32,984 

    

Short-term debt    36,275   44,674  (18.8%) (8,400)

Current portion of long-term debt   41,788   50,605  (17.4%) (8,816)

 Short-term and current long-term debt   78,063   95,279  (18.1%) (17,216)

    

Accounts payable   70,441   68,870  2.3%  1,571 

Other current liabilities   42,929   54,148  (20.7%) (11,220)

 Current liabilities       191,433   218,297  (12.3%) (26,864)

Deferred taxes    106,533   98,919  7.7%  7,614 

Non-current portion of long-term debt   592,712   510,805  16.0%  81,907 

Other liabilities    370,961   334,622  10.9%  36,339 

 Total liabilities   1,261,639   1,162,643  8.5%  98,996 

    

Subsidiary preferred   712   712  0.0%  0 

Other mezzanine   596   577  3.3%  19 

Total mezzanine level    1,307   1,289  1.5%  19 

    

Total Liabilities and Owner's Equity  1,756,936   1,624,937  8.1%  131,999 

r = revised 

Source: S&P Global Market Intelligence and EEI Finance Department.
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($ Billions)

r = revised

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Proceeds from Issuance 
of Common Equity 2010–2019

Source: S&P Global Market Intelligence and 
EEI Finance Department.
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U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Capitalization Structure 12/31/2019 12/31/2018r 12/31/2017r

Common Equity   464,217   437,843   424,276  

Preferred Equity & 
Noncontrolling Interests   29,774   23,163   13,486  

Long-term Debt 
(current & non-current)*   634,500   561,409   548,813  

Total   1,128,491   1,022,415   986,574  

Common Equity % 41.1% 42.8% 43.0%

Preferred Equity % 2.6% 2.3% 1.4%

Long-term Debt % 56.2% 54.9% 55.6%

Total 100.0% 100.0% 100.0%

* Long-term debt not adjusted for (i.e., includes) securitization bonds.

r = revised

Source: S&P Global Market Intelligence and EEI Finance Department.
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Source: S&P Global Market Intelligence and 
EEI Finance Department.

($ Billions)

Source: S&P Global Market Intelligence and 
EEI Finance Department.

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

Long-term Debt 2010–2019

r = revised
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Debt-to-Cap Ratio by Category  2019 vs. 2018r

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

*No change defined as less than 1.0%

Note: December 31, 2019 vs. December 31, 2018. Refer to page v for category descriptions.

Source: S&P Global Market Intelligence and EEI Finance Department.

 Regulated Mostly Regulated Total Industry
 Number % Number % Number %
Lower 4 11.4%  0 0.0%  4 8.9% 
No Change* 13 37.1%  5 50.0%  18 40.0% 
Higher 18 51.4%  5 50.0%  23 51.1% 

Total 35 100.0%  10 100.0%  45 100.0% 
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  Regulated Mostly Regulated

  2019    2018r    Change    2019    2018r    Change   

Common Equity      306,562     290,444     16,118      157,654     147,399     10,256   

Total Preferred Equity      20,584     14,939     5,645      9,190     8,224     966   
Long-term Debt
(current & non-current)*  454,743     411,103     43,641      179,757     150,306     29,451   

Total Capitalization       781,890     716,486     65,404      346,601     305,929     40,672   

Common Equity %  39.2% 40.5% -1.3% 45.5% 48.2% -2.7%

Preferred Equity % 2.6% 2.1% 0.5% 2.7% 2.7% 0.0%

Long-term Debt % 58.2% 57.4% 0.8% 51.9% 49.1% 2.7%

Total 100.0% 100.0% —    100.0%    100.0% —   

Capitalization Structure by Category  2019 vs. 2018r

U.S. INVESTOR-OWNED ELECTRIC UTILITIES

r = revised

Note: Long-term debt not adjusted for (i.e., includes) securitization bonds.

Source: S&P Global Market Intelligence and EEI Finance Department.

    

   

Date PP&E in Service, Net ($Mil) % Change from

12/31/2015

  

  

  

  

  

12/31/2019

 

$1,135,459

 

26.4%

  

  

  

  

12/31/2017r

12/31/2018r

12/31/2016

12/31/2015

$1,015,100

$1,058,164

$969,838

$898,152

13.0%

17.8%

8.0%

Source: S&P Global Market Intelligence and EEI Finance Department.

Exhibit No. AMF-4 
Page 74 of 383



INDUSTRY FINANCIAL PERFORMANCE

 EEI 2019 FINANCIAL REVIEW 65

Cash Flow Statement

 ■ Net Cash Provided by Operating 

Activities decreased by $4.6 bil-

lion or 4.6%. An increase in cash 

supplied by net income, deprecia-

tion and amortization was offset 

by a reduction in cash sourced to 

changes in working capital.

 ■ Cash provided by Deferred Taxes 

& Investment Credits has lev-

eled off over the last two years, at 

about $3.0 billion per year, com-

pared to much higher amounts 

previously. Deferred taxes had 

been at historically high levels 

due to elevated capex and use of 

bonus depreciation. The Tax Cuts 

& Jobs Act (TCJA), passed in late 

2017, significantly reduced de-

ferred taxes due to the reduction 

in the corporate income tax rate 

from 35% to 21% and the elimi-

nation of bonus depreciation.

 ■ Net Cash Used in Investing 

Activities increased by $13.7 bil-

lion or 11.0%. The industry’s 

capital spending — by far the 

largest component of this met-

ric — totaled $124.1 billion in 

2019, up $4.9 billion, or 4.1% 

from 2018. Industry capex has 

reached a new record high in each 

of the past eight years.

 ■ Infrastructure investment in the 

form of Asset Purchases also in-

creased, rising 12.0% to $25.5 

billion. Activity was concen-

trated in a few large utilities. 

CenterPoint and NextEra each 

spent more than $5 billion, ac-

counting for nearly half the in-

dustry total. AEP, Dominion, 

 $ Millions  12 Months Ended 

  12/31/2019  12/31/2018r  % Change

Net Income    $37,209   $31,688  17.4% 

Depreciation and Amortization   56,437   53,123  6.2% 

Deferred Taxes and Investment Credits    3,004   2,986  0.6% 

Operating Changes in AFUDC  (1,281)  (1,440) (11.1%)

Change in Working Capital   (2,601)  12,363  NM 

Other Operating Changes in Cash   2,777   1,403  97.9% 

Net Cash Provided by Operating Activities    95,545   100,123  (4.6%)

   

Capital Expenditures   (124,140)  (119,248) 4.1% 

Asset Sales   16,710   21,186  (21.1%)

Asset Purchases    (25,533)  (22,800) 12.0% 

Net Non-Operating Asset Sales and Purchases   (8,823)  (1,614) 446.7% 

Change in Nuclear Decommissioning Trust   (371)  (620) (40.1%)

Investing Changes in AFUDC  144   123  17.7% 

Other Investing Changes in Cash  (5,560)  (3,688) 50.8% 

Net Cash Used in Investing Activities     (138,750)  (125,047) 11.0% 

   

Net Change in Short-term Debt   (4,815)  7,861  NM  

Net Change in Long-term Debt   45,822   27,453  66.9% 

Proceeds from Issuance of Preferred Equity   2,786   6,567  (57.6%)

Preferred Share Repurchases   (50)  (87) (42.4%)

 Net Change in Prefered Issues   2,736   6,480  (57.8%)

Proceeds from Issuance of Common Equity   19,171   15,319  25.1% 

Common Share Repurchases    (2,137)  (1,297) 64.7% 

 Net Change in Common Issues   17,035   14,022  21.5% 

Dividends Paid to Common Shareholders   (27,938)  (25,616) 9.1% 

Dividends Paid to Preferred Shareholders   (362)  (210) 72.2% 

Other Dividends  –   –  NM 

 Dividends Paid to Shareholders    (28,300)  (25,827) 9.6% 

Other Financing Changes in Cash   2,736   2,684  2.0% 

Net Cash (Used in) Provided by Financing Activities   35,215   32,674  7.8% 

   

Other Changes in Cash   33   (45) NM  

   

Net increase (decrease) in cash and cash equivalents    $(7,957)  $7,706  NM  

Cash and cash equivalents at beginning of period   $19,698   $8,433  133.6% 

Cash and cash equivalents at end of period   $11,741   $16,139  (27.3%)

r = revised     NM = not meaningful

Source: S&P Global Market Intelligence and EEI Finance Department.

Statement of Cash Flows
U.S. INVESTOR-OWNED ELECTRIC UTILITIES

and Sempra were other primary 

contributors.

 ■ Cash provided by Asset Sales de-

creased 21.1%, to $16.7 billion. 

Again, activity was driven by a few 

utilities. Southern Company’s sale 

of Gulf Power to NextEra (recog-

nized by NextEra as a purchase) 

accounted for nearly one-third of 

the 2019 total. Dominion, AEP 

and NextEra were other primary 

contributors to the industry total.

 ■ Net Cash Provided by Financing 

Activities increased by $2.5 bil-

lion or 7.8%. Increased issuance 

of long-term debt and common 

equity produced 66.9% and 

25.1% respective gains, versus 

2018, in the cash provided by 

these capital sources. Issuance of 

short-term debt declined as long-

term debt issuance was strong.

 ■ Dividends Paid to Common 

Shareholders rose 9.1%, to 

$27.9 billion.
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Capital Expenditures 2010–2019

($ Billions)

r = revised

Source: S&P Global Market Intelligence, company reports, and EEI Finance Department.
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r = revised

Note: Based on data from industry’s consolidated balance sheet.

Source: S&P Global Market Intelligence and EEI Finance Department.
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Free Cash Flow (FCF) 2010–2019

U.S. INVESTOR-OWNED ELECTRIC UTILITIES 
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r = revised

Note: Totals may not equal sum of components due to rounding.

Source: S&P Global Market Intelligence and EEI Finance Department.
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($ Billions) 2010 2011    2012   2013   2014   2015  2016r 2017 2018r 2019 

Net Cash Provided by Operating Activities 77.7  84.4  84.0   87.1  89.0  101.6  98.3  101.2  100.1 95.5   

Capital Expenditures (74.2) (78.6) (90.3) (90.3) (96.1) (104.0) (112.5) (113.1) (119.2) (124.1)

Dividends Paid to Common Shareholders (18.0) (19.3) (20.5) (20.8) (21.1) (22.5) (23.8) (25.5) (25.6) (27.9)

Free Cash Flow (14.4) (13.5) (26.8) (24.0) (28.2) (24.8) (38.1) (37.5) (44.7) (56.5)
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Rate Review Summary Charts

Number of Rate Reviews Filed  1995–2019 

Source: S&P Global Market Intelligence/Regulatory Research Assoc. and 
EEI Finance Department.
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Average Requested ROE  1995–2019  
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Source: U.S. Federal Reserve.
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Average Regulatory Lag  1995–2019
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Finance, Accounting, 
and Investor Relations

The Finance, Accounting, and 

Investor Relations teams are part of 

EEI’s Business Operations Group. 

This division provides the leadership 

and management for advocating in-

dustry policies, technical research, 

and enhancing the capabilities of 

individual members through educa-

tion and information sharing. The 

division’s leadership is used in areas 

that affect the financial health of the 

investor-owned electric utility in-

dustry, such as finance, accounting, 

taxation, internal auditing, investor 

relations, risk management, and bud-

geting and financial forecasting. If 

you need research information about 

these issue areas, please contact an 

EEI Finance, Accounting, or Investor 

Relations staff member (listed in 

this section). Under the direction of 

both the Finance and the Accounting 

Executive Advisory Committees, the 

division provides staff representatives 

to work with issue area committees. 

These committees give member com-

pany personnel a forum for informa-

tion exchange and training and an 

opportunity to comment on legisla-

tive and regulatory proposals.

Publications

Quarterly Financial Updates

A series of financial reports on the 

investor-owned segment of the electric 

utility industry. Quarterly Financial 

Update (QFU) reports include stock 

performance, dividends, credit rat-

ings, and rate review summary.

Financial Review

An annual report that provides a 

review of the financial performance 

of the investor-owned electric utility 

industry including the QFU topics 

mentioned above as well as the indus-

try’s consolidated financial statements. 

The report also includes an analysis in 

the areas of business segmentation, 

mergers & acquisitions, construction 

and fuel sources at electric utilities.

EEI Index

Quarterly stock performance of 

the U.S. investor-owned electric 

utilities. The index, which measures 

total return and provides company 

rankings for one- and five-year pe-

riods, is widely used in company 

proxy statements and for overall in-

dustry benchmarking.

Executive Accounting News Flash

Published quarterly and distribut-

ed to members of accounting com-

mittees, this update provides current 

information about the impact on 

our companies of evolving account-

ing and financial reporting issues. 

The News Flash is prepared jointly 

with AGA by the Utility Industry 

Accounting Fellow in coordination 

with our accounting staff in order 

to keep members informed on pro-

posed and newly effective require-

ments from key accounting stan-

dard-setters.

Introduction to Depreciation for 
Utilities and Other Industries

Updated in 2013, the latest edi-

tion of this book serves as a primer 

on the concepts of depreciation ac-

counting including fundamental 

principles, life analysis techniques, 

salvage and cost of removal analy-

sis methods and depreciation rate 

calculation formulas and examples. 

The 2013 edition features updat-

ed chapters on Tax Depreciation, 

Accounting for Asset Retirement 

Obligations (AROs) and includes a 

new chapter on Depreciation in an 

IFRS Environment.

Industry directories published 
by the Business Services and 
Finance Division:

 ■  Electric Utility Investor Relations 

Executives Directory

 ■  Accounting and Internal  

Audit Directory

For more information, please visit 

the EEI website at: www.eei.org.
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Conference Highlights

Financial Conference

This three-day conference is the 

premier annual fall gathering of util-

ities and the financial community; 

it is attended by more than 1,000 

senior executives, including utility 

CEOs, CFOs, treasurers, investor 

relations executives, and Wall Street 

investment analysts, portfolio man-

agers, commercial and investment 

bankers and the rating agencies. 

The General Sessions cover topics 

of strategic interest to the industry 

and financial community. Contact 

Devin James or Aaron Cope for 

more information.

Chief Financial Officers’ Forum

This forum is held once a year in 

the fall in conjunction with the EEI 

Financial Conference. The forum 

provides an opportunity for chief 

financial officers to identify and 

discuss critical issues and challenges 

impacting the financial health of 

the electric utility industry. The fo-

rum is open to member company 

chief financial officers only. Contact 

Devin James or Aaron Cope for 

more information.

Finance Committee Meeting

This day and a half meeting is 

held in the spring or summer. The 

meeting covers current and emerging 

industry issues critical to the electric 

power industry. It also provides an 

opportunity for utility financial of-

ficers to identify best practices and 

share management skills that con-

tribute to financial performance. 

Contact Devin James or Aaron Cope 

for more information.

Investor Relations Meeting

This one-day meeting is held in 

the spring. Executives gain insight on 

current and evolving industry issues, 

analysts’ perspectives on the industry 

and have an opportunity to identify 

and share IR best practice concepts 

within and outside the electric util-

ity industry. Contact Devin James or 

Aaron Cope for more information.

Treasury Group Meeting

Half day meetings are held in 

the spring and the fall annually. 

Discussion is focused on pension 

funding, capital markets and eco-

nomic and regulatory impacts on 

debt and equity issuances. Members 

are provided an opportunity to share 

and identify best practices beneficial 

to the well-being of the industry. 

Contact Devin James or Aaron Cope 

for more information.

Accounting Leadership 
Conference

This annual meeting, held jointly 

with the Chief Audit Executives and 

their counterparts from AGA, covers 

current accounting, finance, busi-

ness, and management issues for the 

Chief Accounting Officers and key 

accounting leadership of EEI mem-

ber companies. Contact Randall 

Hartman for more information.

Chief Audit Executives 
Conference

This annual conference provides a 

forum for EEI and AGA Chief Audit 

Executives to discuss issues and chal-

lenges and exchange ideas on utility-

specific internal auditing topics. The 

conference is open to members of 

the Internal Auditing Committee 

and other employees of EEI/ AGA 

member companies designated by 

the CAE. Contact Dave Dougher for 

more information.

EEI Accounting Standards 
Committee

Provides a forum for technical  

accounting, accounting research, 

financial reporting, and other inter-

ested member-company accounting 

leaders and staff, to update their 

knowledge on emerging account-

ing standards, implementation is-

sues associated with newly issued 

standards, and other technical and  

business issues. This Committee 

meets in conjunction with the 

Spring Accounting Conference. 

Contact Randall Hartman for more 

information.

Spring and Fall Accounting 
Conferences

Hosted by the EEI Corporate 

Accounting Committee, the Property 

Accounting & Valuation Committee, 

the Accounting Standards Commit-

tee, the Budgeting & Financial 

Forecast Committee and the AGA 

Accounting Services Committee, 

the conference provides a forum for 

members to discuss current issues and 

challenges and exchange ideas in the 

electric and natural gas utility indus-

tries. The spring meeting is intended 

for all aforementioned committees, 

while the fall meeting is designed for 

the Corporate Accounting Commit-

tee and the Property Accounting & 

Valuation Committee. The meetings 

are open to members of the Commit-

tees and other employees of EEI/

AGA member companies. Contact 

Dave Dougher for more information.
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Tax School

Provides utility tax professionals 

with a forum to discuss developing 

tax issues impacting our member 

companies. This two and half day 

training is held every other year in 

the spring and is targeted for inter-

mediate-level personnel. Contact 

Mark Agnew for more information.

Accounting Courses

Introduction to Public Utility 
Accounting

This 4-day program, offered 

jointly with AGA, concentrates on 

the fundamentals of public utility 

accounting. It focuses on providing 

basic knowledge and a forum for un-

derstanding the elements of the util-

ity business. It is intended primarily 

for recently hired electric and gas 

utility staff in the areas of account-

ing, auditing, and finance. Contact 

Randall Hartman or Dave Dougher 

for more information.

Advanced Public Utility 
Accounting

This intensive, 4-day course, 

jointly sponsored with AGA, focuses 

on complex and specific advanced 

accounting and industry topics. It 

addresses current accounting issues 

including those related to deregula-

tion and competition, as they affect 

regulated companies in the chang-

ing and increasingly competitive 

environment of the electric and gas 

utility industries. Contact Randall 

Hartman or Dave Dougher for more 

information.

Property Accounting & 
Depreciation Training Seminar

This is a one and a half day semi-

nar offered jointly with AGA that 

provides an introduction to property 

accounting and depreciation in the 

electric and natural gas utility in-

dustries. Contact Dave Dougher for 

more information.

Utility Internal Auditor’s Training

Provides utility staff auditors, 

managers, and directors with the 

fundamentals of public utility au-

diting and specific utility audit/ac-

counting issues including advanced 

internal auditing topics and is pre-

sented jointly by EEI and AGA – 

convenes for two and one-half days. 

Contact Randall Hartman or Dave 

Dougher for more information.

Additional Training Opportunities

Provides additional training op-

portunities as appropriate, such as 

Accounting for Energy Derivatives 

and FERC Accounting. Contact 

Randall Hartman or Dave Dougher 

for more information.

The EEI Business Services 
and Finance Division Staff

Richard McMahon 

Senior Vice President, Energy 

Supply and Finance 

(202) 508-5571 

rmcmahon@eei.org

Irene Ybadlit 

Senior Coordinator, Energy Supply 

and Finance 

(202) 508-5502 

iybadlit@eei.org

Financial Analysis and Business 
Analytics Staff

Mark Agnew 

Senior Director, Financial Analysis 

(202) 508-5049 

magnew@eei.org

Michael Buckley  

Senior Manager, Financial Analysis  

(202) 508-5614 

mbuckley@eei.org

Bill Pfister  

Senior Director, Business Analytics 

202-508-5531 

bpfister@eei.org

Steve Frauenheim  

Senior Manager, Business Analytics  

202-508-5580 

sfrauenheim@eei.org

Wenni Zhang  

Senior Financial and  

Business Analyst  

202-508-5142  

wzhang@eei.org
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Accounting and Investor  
Relations Staff

Randall Hartman  

Director, Accounting  

(202) 508-5494 

rhartman@eei.org

Dave Dougher  

Manager, Accounting  

(202) 508-5570 

ddougher@eei.org

Devin James 

Senior Manager, Investor Relations 

and ESG 

(202) 508-5057 

djames@eei.org

Aaron Cope  

Investor Relations Specialist 

(202) 508-5127 

acope@eei.org

Kim King  

Administrative Assistant  

(202) 508-5493 

kking@eei.org

Edison Electric Institute 
Schedule of Upcoming 

Meetings

To assist in planning your sched-

ule, here are upcoming meetings re-

lated to finance and accounting that 

may be of interest to you. For further 

details, please contact Devin James 

at (202) 508-5057, Aaron Cope at 

(202) 508-5127, Randall Hartman 

(202) 508-5494, or Dave Dougher 

(202) 508-5570.

August 24–27, 2020

Introduction/Advanced Public 
Utility Accounting and Internal 
Auditor’s Training Courses

Loews Atlanta 

Atlanta, Georgia

November 8–10, 2020

EEI Financial Conference 

JW Marriott Desert Ridge  

   Resort & Spa 

Phoenix, Arizona

November 8, 2020

EEI Treasury Group Meeting

(Closed meeting, admittance  

by invitation only)  

JW Marriott Desert Ridge  

   Resort & Spa 

Phoenix, Arizona

November 8, 2020

Chief Financial Officers Forum

(Closed meeting, admittance  

by invitation only)  

JW Marriott Desert Ridge  

   Resort & Spa 

Phoenix, Arizona

November 15–19, 2020

Fall Accounting Conference 
and Property Accounting & 
Depreciation Training 

Disney’s Grand Floridian 

Lake Bueno Vista, Florida

December 3, 2020

Investor Relations Planning  
Group Meeting

(Closed meeting, admittance  

by invitation only)  

Hyatt Centric Times Square  

   New York 

New York, New York

December 4, 2020

Wall Street Advisory  
Group Meeting

(Closed meeting, admittance  

by invitation only)  

Hyatt Centric Times Square  

   New York  

New York, New York
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($ Millions)

Earnings  Twelve Months Ending December 31

U.S. INVESTOR-OWNED ELECTRIC UTILITIES 

Earnings Excluding Non-Recurring 
and Extraordinary Items 51,461  47,644  
  
Non-Recurring Items (pre-tax)  
Gain on Sale of Assets  2,899   5,272 
Other Non-Recurring Revenues  117   131 
Asset Write-downs  (3,517)  (4,121)
Other Non-Recurring Expenses  (14,174)  (17,841)

Total Non-Recurring Items (14,675) (16,559)
  
  
Extraordinary Items (net of taxes)  
Discontinued Operations   424   602 
Change in Accounting Principles  —     —  
Early Retirement of Debt   —     —  
Other Extraordinary Items  —   —  
 
Total Extraordinary Items  424   602 
  
Net Income  37,209  31,688 
  
Total Non-Recurring and Extraordinary Items (14,251) (15,957)

2019 2018r

r = revised    Note: Totals may reflect rounding.    

Source: S&P Global Market Intelligence and EEI Finance Department.
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U.S. Investor-Owned 
Electric Utilities
ALLETE, Inc.

Alliant Energy Corporation

Ameren Corporation

American Electric Power 
 Company, Inc.

AVANGRID, Inc.

Avista Corporation

Berkshire Hathaway Energy *

Black Hills Corporation

CenterPoint Energy, Inc.

Cleco Corporation *

CMS Energy Corporation

Consolidated Edison, Inc.

Dominion Energy, Inc.

DPL Inc. *

DTE Energy Company

Duke Energy Corporation

Edison International

El Paso Electric Company

Entergy Corporation

Evergy, Inc.

Eversource Energy

Exelon Corporation

FirstEnergy Corp.

Hawaiian Electric Industries, Inc.

IDACORP, Inc.

IPALCO Enterprises, Inc. *

MDU Resources Group, Inc.

MGE Energy, Inc.

NextEra Energy, Inc.

NiSource Inc.

NorthWestern Corporation

OGE Energy Corp.

Otter Tail Corporation

PG&E Corporation

Pinnacle West Capital Corporation

PNM Resources, Inc.

Portland General Electric Company

PPL Corporation

Public Service Enterprise Group 
 Incorporated

Puget Energy, Inc. *

Sempra Energy

Southern Company

Unitil Corporation

WEC Energy Group, Inc.

Xcel Energy Inc.

Note: Includes the 40 publicly 
traded electric utility holding 
companies plus an additional fi ve 
electric utilities (shown in italics) 
that are not listed on U.S. stock 
exchanges for one of the following 
reasons—they are subsidiaries of an 
independent power producer; they 
are subsidiaries of foreign-owned 
companies; or they were acquired 
by other investment fi rms.

(At 12/31/2019)
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The Edison Electric Institute (EEI) is the association  

that represents all U.S. investor-owned electric 

companies. Our U.S. members provide electricity  

for 220 million Americans and operate in all 50 states 

and the District of Columbia. EEI also has dozens 

of international electric companies as International 

Members, and hundreds of industry suppliers and 

related organizations as Associate Members.

 

energy enhances the lives of all Americans and  

powers the economy. As a whole, the electric  

power industry supports more than 7 million jobs  

in communities across the United States and 

contributes 5 percent to the nation’s GDP.

Organized in 1933, EEI provides public policy 

leadership, strategic business intelligence, and 

essential conferences and forums.

For more information, visit our Web site at www.eei.org.

Edison Electric Institute
701 Pennsylvania Avenue, NW
Washington, DC 20004-2696
202-508-5000 | www.eei.org
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FINANCIAL FOCUS

Utility electric T&D capex on upward trend; forecast nears 
$54B in 2020
 

Monday, June 15, 2020 6:28 AM CT 
 

By Jason Lehmann 
Market Intelligence

 

Estimated capital expenditures for electric transmission and distribution (T&D) infrastructure for U.S. electric and multi-
utility holding companies in the RRA universe are projected to reach $53.6 billion in 2020 and to rise approximately 5% in 
2021 to $56.4 billion. T&D spending in 2022-2023 is expected to remain robust at more than $50 billion in each year, 
before tapering to $35.5 billion in 2024. These conclusions flow from the June 8 Financial Focus report, "US energy utility 
capex undeterred by coronavirus to date, slated to reach $141B." 

By business category, T&D spending is forecast to comprise more than half of overall utility capex between 2020 and 
2022, on par with levels observed in recent years and representing a substantial contribution to utility earnings growth in 
the years ahead. These investments also form an important component of many utilities' environmental, social and 
governance, or ESG, strategies, amid a broader utility sector transition toward decarbonization through electric grid 
modernization and renewable energy expansion. The increase in number of renewable generation sources, which are 
often great distances from load centers, will continue to drive new transmission line projects.  

 

Despite challenges to the rate of return levels authorized by the Federal Energy Regulatory Commission, the average 
return on equity allowed on transmission investments remains above the average equity return authorized by state 
commissions in traditional rate proceedings. Additionally, aging infrastructure within utility service territories across the U.S. 
and the growing scale of the nation's electric grid should drive considerable electric distribution investment in the coming 
years. 
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Although our data indicates that T&D capex in the industry will drop off in 2024, our observations in recent years indicate 
that actual investment generally continues to rise, or remains high, despite the industry’s projected spending decline. 
Utilities have a lower federal income tax rate under the tax overhaul but are being required to pass on the benefit of those 
lower taxes to ratepayers in the form of lower rates. We believe utilities will have more "headroom" in proceedings seeking 
added capital investment before state regulators as customer rates decline nationwide, all else equal, due to the lower 
corporate tax rate. 

In terms of projected energy industry profitability, S&P Global Market Intelligence consensus EPS projections, excluding 
outlier PG&E Corp. call for electric utility EPS to grow 1.2% in 2020 for companies in the RRA utility universe, with 6.6% 
expansion forecast in 2021 and 5.9% in 2022. Multi-utility EPS, excluding outlier CenterPoint Energy Inc., is forecast to 
grow 1.5% in 2020 and 7.7% and 5.7% in 2021 and 2022, respectively. 

Notable T&D spenders 

 

Duke Energy 

Powered by S&P Global | Page 2 of 5
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As one of the largest electric T&D operators in the U.S. with more than 310,000 miles of line and approximately 7.8 million 
retail electric customers in the Midwest and Southeast, grid modernization and other transmission and distribution projects 
comprise a substantial portion of Duke Energy Corp. capital expenditure forecast over the next several years. The 
company's electric T&D capex are estimated at $30.75 billion between 2020 and 2024, with approximately two-thirds 
weighted toward electric distribution expenditures. By comparison, Duke's 2019-2023 estimated T&D forecast stood at 
about $24.86 billion.  

Projects include battery storage and electric vehicle infrastructure, distribution line undergrounding, distribution hardening 
and resiliency, communication network upgrades and general transmission improvements. The company expects these 
investments will provide a number of tangible customer benefits, including improved reliability, enabling of distributed 
generation and cyber and physical security improvements. In addition, these investments are expected to support Duke's 
stated 4% to 6% EPS growth target through 2024.  

In addition to retail electric distribution operations, Duke owns a 50% interest in Duke-American Transmission Co., a 
partnership with American Transmission Company LLC, formed to design, build and operate transmission infrastructure. 
DATC owns 72% of the transmission service rights to Path 15, an 84-mile transmission line in central California. Duke also 
holds a 50% interest in Pioneer Transmission LLC, which builds, owns and operates electric transmission facilities in North 
America. 

FirstEnergy 

FirstEnergy Corp.'s forecast electric T&D capex continues to account for the highest proportion of overall capex among 
electric and multi-utilities as the company executes on the expansion of its fully regulated utility operations to largely 
support projected 6% to 8% EPS growth through 2021 and 5% to 7% growth thereafter. The company's approximately $12 
billion 2020-2023 construction program is expected to drive regulated distribution rate base growth of 4% annually and 
transmission formula rate base growth of 10% annually. The company owns 10 regulated retail electric utilities serving 
more than 6 million customers in six states, with approximately $5.18 billion of electric distribution capex forecast through 
2023. Management notes its distribution business continues to explore additional growth avenues including electric system 
improvement and modernization investments intended to improve reliability and service to customers. FirstEnergy also 
indicates it is "exploring opportunities in customer engagement that focus on the electrification of customers’ homes and 
businesses by providing a full range of products and services." 

FirstEnergy also owns three standalone transmission operating companies, Mid-Atlantic Interstate Transmission, Trans-
Allegheny Interstate Line Co. and American Transmission Systems Inc., and a transmission system that spans 
approximately 25,000 miles. Regulated transmission investments, including the company's Energizing the Future initiative, 
form the cornerstone of FirstEnergy’s growth strategy, with $6.80 billion forecast to be invested through 2023. 
Approximately 90% of transmission segment capex is projected to be recoverable through formula rate mechanisms, 
minimizing regulatory lag. FirstEnergy believes there are meaningful investment opportunities for its existing transmission 
infrastructure beyond those identified through 2023, including grid strengthening initiatives, cybersecurity and resiliency 
investments. 
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Public Service Enterprise Group 

Among multi-utilities, Public Service Enterprise Group Inc.'s planned T&D capex account for a relatively high proportion of 
overall planned capex, comprising 71%, or $5.71 billion, of the company's $8.00 billion budget between 2020 and 2022. 
PSEG's Public Service Electric and Gas Co. continues to focus on T&D system reliability and resiliency enhancements 
through several ongoing initiatives, including its $842 million Energy Strong II program to harden, modernize and improve 
the resiliency of its electric and gas distribution systems. The utility indicates it expects to recover the majority of program 
costs through periodic rate recovery filings, with the balance to be recovered in its next distribution rate case. PSE&G 
expects to complete its Energy Strong II program by the end of 2023. The utility also has filings pending with New Jersey 
regulators to expand energy efficiency, electric vehicle infrastructure and energy storage.  

PSE&G expects to invest $2.8 billion on transmission infrastructure between 2020 and 2022, focused on the maintenance 
and enhancement of system integrity and grid reliability, security and safety; accommodating new electric demand; the 
replacement and upgrade of aging infrastructure; technology enhancements to improve system operations; reducing 
transmission constraints; and to meet environmental regulations and requirements.  
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This report is designed to identify capital expenditure trends in the U.S. utility sector using a range of sources of 
information. While S&P Global Market Intelligence takes all due care to ensure the data represented is accurate and 
represents our best interpretation of industry trends, the varying nature of the available sources of information in terms of 
depth, quality, availability and timeliness means this report should only be used as outlined. Those looking for company-
specific capital expenditure information should use data filed with the U.S. Securities and Exchange Commission. 

Regulatory Research Associates is a group within S&P Global Market Intelligence. 

For a complete, searchable listing of RRA's in-depth research and analysis, please go to the S&P Global Market 
Intelligence Energy Research Library. 

 

This article was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately 
managed division of S&P Global.
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Regulatory Research Associates, a group within S&P Global Market Intelligence 
©2020 S&P Global Market Intelligence

RRA Financial Focus
Utility Capital Expenditures Update
Capex plans undeterred thus far by virus-related hurdles
• Projected 2020 capital expenditures for the 48 energy utilities in the Regulatory 

Research Associates’, a group with S&P Global Market Intelligence, universe 
currently stands at roughly $140.9 billion, well above 2019’s $121.3 billion in 
capital investment.

• 2019’s energy capital expenditures 
were a record high, and 5% above 
the $115.1 billion posted in 2018. If 
current projections hold, 2020 will 
be yet another record year, although 
there is reasonable uncertainty 
regarding the impacts of the 
coronavirus pandemic on supply 
chains. In addition, local and state 
government office closures may 
impede the permitting process, and 
mandatory social distancing — if 
implemented — at construction sites 
could slow construction progress. 

• Although 2021 and 2022 forecasts 
show a decline in capital 
expenditures, we anticipate both 
will rise as companies’ plans for 
future projects solidify and new 
opportunities arise — which has 
been the case over the last several 
years. Considerable motivations exist for spending to remain elevated, 
including pent-up demand to replace and modernize aging infrastructure.

• Across the small investor-owned water utility sector, total capex grew 7% year 
over year to $2.9 billion in 2019. American Water, which represents over 55% 
of the sector’s capex, experienced a year-over-year growth in capex spending 
of 4%. Total-sector capex is expected to increase 16.5% in 2020, including the 
additional investment Essential Utilities Inc. will make in the recently acquired 
People’s Natural Gas.

The nation’s electric and gas utilities are investing in infrastructure to upgrade 
aging transmission and distribution systems, build new natural gas, solar and 
wind generation, and implement new technologies, including smart meter 
deployment, smart grid systems, cybersecurity measures and battery storage. 
We expect considerable levels of spending to serve as the basis for solid profit 
expansion for the foreseeable future.

June 8, 2020
spglobal.com/marketintelligence

Charlotte Cox and 
Jason Lehmann 
Research Analysts 
 
Sales & subscriptions  
Sales_NorthAm@spglobal.com

Enquiries  
support.mi@spglobal.com

For Detailed Data

Click here to see supporting 

data tables.

Energy utility actual and estimated capital expenditures ($B)
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Spending on renewables is expected to total over $13 billion across our coverage universe in 2020. A number of factors 
will provide the impetus for ongoing electric utility renewable energy development, including falling technology costs, 
state policy and renewable portfolio standards, customer demand, and 
environmental, social and governance considerations, amid a broader 
trend toward utility sector decarbonization.

The increase in number of renewable generation sources, which are often 
great distances from load centers, will continue to drive new transmission 
line projects. Additionally, despite challenges to the rate of return levels 
authorized by the Federal Energy Regulatory Commission, the average 
return on equity allowed on transmission investments remains above the 
average equity return authorized by state commissions in traditional rate 
proceedings.

From a natural gas perspective, many utilities are participating in the 
sizable and ongoing expansion of the nation’s gas midstream network. 
In addition, replacement of mature gas distribution infrastructure has 
gained widespread momentum and is likely to continue at material levels 
for many years, considering state and federal mandates to address safety.

The federal tax code changes that took effect in 2018 preserved a 
provision strongly supported by the industry to encourage investment: 
the deductibility of interest expense for regulated utilities. Being among 
the most capital-intensive industries, utilities would have had a higher 
cost of capital absent this provision, which would have impacted capital 
investment planning and likely led to higher utility bills.

Individual company capex changes from fall 2019 forecast 
For a third consecutive report, ALLETE Inc.’s capex growth forecast has topped the energy utility group. The addition 
of the company’s Caddo wind project drove the 48% increase in its capital spending forecast through 2021, compared 
to the forecast collected for our fall 2019 report. The 303-MW wind farm, located in Caddo County, Okla., is slated to 
come online in late 2021. Two power purchase agreements for the project’s output have been arranged, while a third 
and final agreement is pending. In addition to the known capital projects included in the forecast, ALLETE is exploring 
additional possibilities for renewable capex, including acquisition of existing renewable facilities and building, owning 
and transferring renewables to others.

Northwest Natural Holding increased its 2020-2021 planned capex by 43% compared to our previous report, with 
the increase largely driven by higher safety and reliability investment in the company’s gas utility business, as well 
as water utility capex that was not previously gathered in our report. Northwest Natural is rapidly growing its water 
utility business, with $110 million in water utility acquisition investment already spent, and $30 million to $40 million 
in investment planned for the 2020-2024 period.

Sempra Energy increased its 2020-2021 capital forecast substantially since our last report with the addition of a range 
of roughly $1.2 billion to $1.4 billion in planned investment in its Sempra LNG segment.

Train 3 in the company’s Cameron LNG project is projected to begin commercial operations in the third quarter of 
2020, and the Cameron LNG Phase 2 project, which would add Trains 4 and 5 and one LNG storage tank, is progressing 
to advanced development. Additionally, the capex slated for the company’s U.S. utilities increased to a range of $8.1 
billion to $8.9 billion from the previous range of $5.7 billion to $7.0 billion for the 2020-2021 period. On the company’s 
first quarter 2020 earnings call, management affirmed Sempra’s 2020 and 2021 adjusted earnings guidance ranges — 
the company projects adjusted earnings growth of 11.9% through 2021 from a 2018 base.

CapEx by business category, 
2020E-2022E

Generation
12%

Electric trans.
17%

Electric 
distr.
33%

Gas*
20%

Environ.
2%

Renew.
10%

Other
6%

Compiled May 27, 2020.
* Gas includes pipeline, storage, distribution and 
other gas infrastructure.
Source: S&P Global Market Intelligence
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MGE Energy’s capex plans grew meaningfully with the 
addition of the company’s $65 million plan to acquire a 
second 50-MW share of the Badger Hollow solar project 
in Wisconsin through its utility subsidiary Madison 
Gas and Electric. On Feb. 20, Madison Gas and Electric 
received preliminary approval from the Wisconsin Public 
Service Commission to acquire the additional capacity, 
which is slated to commence commercial operations in 
late 2021. MGE Energy also plants to invest $64 million 
in various additional local solar projects, including 
installations to support the company’s renewable 
energy rider and community solar programs.

The rate case front
The decline in the magnitude and number of base rate increases since 2010 is partly attributable to the increased use 
of riders and single-issue proceedings. In the first quarter of 2020, $683.8 million in electric base rate increases were 
authorized in 21 cases, compared to $1.7 billion in 61 cases during full-year 2019. The average ROE authorized electric 
utilities in the first quarter of 2020 was 9.58%, below the 9.65% average for 2019. Excluding limited-issue rider cases, 
the average authorized electric ROE was 9.45% for the first quarter of 2020 and 9.64% for full-year 2019.

In the gas segment, despite substantial pipeline replacement underway nationwide, investment levels and rate case 
activity have been considerably lower compared to the electric sector. Gas base rate increases for the first quarter of 
2020 were $124.4 million in 11 cases, compared to $1.5 billion in 63 cases for 2019. The average ROE authorized for gas 
utilities was 9.35% for the first three months of 2020, compared to 9.71% for full-year 2019. For additional detail, see 
the full report: Major Rate Case Decisions: January – March 2020 .

Selected companies' CapEx forecast changes
 Change from 

H2'19 (%) 2020-2021 forecast ($M)

Companies 2020 2021 H2'19 H1'20 Chg. (%)

ALLETE Inc. 14.7 135.3 935 1,380 47.6

Northwest Natural Holding Co. 63.2 31.4 315 464 47.3

Sempra Energy 28.2 63.0 10,305 14,763 43.3

MGE Energy Inc. 43.3 41.1 317 451 42.2

MDU Resources Group Inc. 21.8 33.4 1,134 1,450 27.9

Compiled May 27, 2020.
Source: S&P Global Market Intelligence
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Capex versus depreciation and amortization
When utility capital expenditures outpace depreciation, the general 
implication is that the utility is growing its rate base. From 2003 
through 2019, the ratio of electric utility capex to depreciation and 
amortization, or D&A, for the average company in the group fluctuated 
significantly from a low of 1.4x in 2003. The ratio ramped up to 2.9x in 
2008, as utilities invested in generation assets to replace retiring coal 
units and continued to spend on environmental retrofits for coal units 
that would continue to operate. Post 2008 and the economic downturn, 
as utility spending moderated somewhat for a time, the ratio fell and 
ultimately settled at 2.2x-2.3x for 2015 through 2019.

The gas utility capex/D&A ratio showed modest variability from 2003 
through 2009, ranging from 1.7x to 2.2x. However, after 2010, the 
ratio grew somewhat unevenly to ultimately reach 3.6x on average in 
2019, likely as accelerated infrastructure replacement programs were 
implemented across the country. A series of high-profile gas leaks have 
spurred public and regulatory support for programs that incentivize 
pipeline replacement, such as riders that allow utilities to recover their 
investment outside of a general rate case.

Multi-utilities — those with both electric and significant gas utility 
operations — have perhaps held the steadiest path among energy utilities with regards to the capex/D&A ratio. 
Between 2003 and 2019, the sector reached a low capex/D&A ratio of 1.7x in 2005 and a high of 2.5x in 2015. In 2018 
and 2019, the ratio was 2.3x.

The historical capex to depreciation rate has been more volatile for the small investor-owned water utility sector. Just 
over half of the water sector’s capex is invested by American Water, the largest water utility. Consequently, the more 
diminutive companies in the group are prone to larger percentage swings in their capex budgets, as large projects can 
have a meaningful impact for a few years. Spikes in 2004, 2006 and 2008 in the accompanying capex/D&A ratio chart 
are all related to large projects undertaken by the two smallest water utilities, Artesian Resources and York Water. 
Excluding these smallest stocks, the water utility capex/D&A ratio ranged from 2.6x to 3.1x from 2002 to 2010, still well 
above the ratio of electric and gas utilities. The ratio was 3.1x in 2019.

Capex versus operating cash flow
Comparing capex to operating cash flows, or OCF, can provide a window 
into how companies may fund their investments. As a company’s 
capex/OCF ratio rises above 1.0, the implication is that the company 
is increasingly likely to require new external financing. For electric 
utilities, this ratio has largely followed the capex/D&A ratio, with a low 
of 0.7x in 2003 before a steep rise to 1.6x in 2008. Between 2009 and 
2017, the electric utility ratio leveled off around 1.0x-1.1x. For 2018, 
the ratio ticked a hint upward to 1.2x, and in 2019, the ratio jumped 
meaningfully to 1.6x.

For gas utilities, the capex/OCF ratio has fluctuated far more 
substantially than for electric utilities. Gas utilities saw large swings 
in the ratio from 2003 through 2012, with a peak at 1.4x in 2008, a low 
of 0.5x in 2009, and another peak at 1.5x in 2012. The ratio shifted 
between 1.1x and 1.3x from 2013 to 2017, before moving up to 1.4x in 
2018 and 2.0x in 2019.
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As they did with the capex/D&A ratio, multi-utilities have held a relatively steady path with regard to their average capex/
OCF ratio. Aside from a peak of 1.6x in 2008, multi-utilities vacillated between 0.9x and 1.2x between 2002 and 2019.

The relationship between capex and operating cash flow is a bit more complex than that of capex and depreciation and 
amortization, which is largely driven by fluctuations in capex. Operating cash flow can be meaningfully impacted by a 
variety of factors, including prepayments and other one-time events, and therefore should not be considered by itself 
as an indicator of the need for external funding. 

For water utilities, the capex-to-operating cash flow ratio has fluctuated for similar reasons as the capex/D&A ratio, 
driven by spending changes by the smaller utilities. Between 2011 and 2015, the capex/OCF ratio for water utilities was 
in a narrow band of 0.87x to 0.93x. Recent expansion in the ratio is attributable to capex budget expansion. The ratio 
increased to 1.59x in 2019, up from 1.32x in 2018 and 1.22x in 2017.

© 2020 S&P Global Market Intelligence. All rights reserved. Regulatory Research Associates is a group within S&P Global Market Intelligence, a divi-
sion of S&P Global (NYSE:SPGI). Confidential Subject Matter. WARNING! This report contains copyrighted subject matter and confidential information 
owned solely by S&P Global Market Intelligence (SPGMI). Reproduction, distribution or use of this report in violation of this license constitutes copyright 
infringement in violation of federal and state law. SPGMI hereby provides consent to use the “email this story” feature to redistribute articles within 
the subscriber’s company. Although the information in this report has been obtained from sources that SPGMI believes to be reliable, SPGMI does not 
guarantee its accuracy.

This report is designed to identify capital expenditure trends in the U.S. utility sector using a range of sources of 
information. While S&P Global Market Intelligence takes all due care to ensure the data represented is accurate 
and represents our best interpretation of industry trends, the varying nature of the available sources of information 
in terms of depth, quality, availability and timeliness means this report should only be used as outlined. Though 
underlying data is included in this report, those looking for company-specific capital expenditure information should 
use data filed with the U.S. Securities and Exchange Commission.
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Topical Special Report October 27, 2016 

CAPITAL EXPENDITURE UPDATE 

~ 2016 to represent high water mark for projected capital spending by utilities ~ 
 

Capital expenditures throughout the U.S. power and gas sectors in calendar-2016 are projected to be at an all-time 

high. The nation's largest electric and gas utilities are investing in infrastructure to comply with sweeping environmental 

regulations, implement new technologies, build new natural gas, solar and wind generation and upgrade aging transmission 

and distribution systems. Moreover, their near-term capital spending forecasts continue to escalate. Since our previous 

review of industry CapEx estimates, the utilities in the RRA Index have added about $11 billion of projects to their to-do lists 

for 2016-2018, according to our review of spending plans detailed in investor presentations. While most companies raised 

their forecasts or left them unchanged, a handful did reduce CapEx plans through 2018 (see below for individual examples.) 

Total CapEx in 2016 for the companies in the RRA Index is projected to be almost $117 billion. 

 

 
 

We expect considerable levels of spending to serve as the basis for solid 

profit expansion for the foreseeable future, although our data indicates that 

CapEx in the industry may fall modestly in 2017 and 2018. However, considering 

our observations of recent years, actual investment will likely continue to rise 

despite the industry's projected near-term spending declines. Considerable 

motivations exist for spending to remain elevated, including pent-up demand to 

replace and modernize aging infrastructure resulting from decades of under-

investment in the electric transmission grid. The increase in renewable 

generation sources, which are often great distances from load centers, will 

continue to drive new transmission line projects. Additionally, despite challenges 

to the rate of return levels authorized by the FERC, the average ROE allowed on 

transmission investments remains above the average equity return authorized 

by state commissions in traditional rate proceedings.  

 

From a natural gas perspective, many utilities are participating in the 

sizable and ongoing expansion of the nation's gas midstream network. In 

addition, replacement of mature gas distribution infrastructure has gained 

widespread momentum and is likely to continue at material levels for many 

years, considering state and federal mandates to address safety. 

 

 

 

Source: RRA and SNL Energy, offerings of S&P 

Global Market Intelligence
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Largest CapEx Forecast Changes 

 

Southern Company's capital spending forecast for 2016 grew nearly 44% since early this year as it continues to 

execute its "all the above strategy" by significantly increasing its investment in renewables. The company's spending plans for 

2017 and 2018 remain unchanged. Southern Company expects "tremendous growth" at subsidiary Southern Power through 

continued investments in renewables. It expects 2016 to be a "high water" mark for spending by the wholesale energy unit, 

with $1.4 billion earmarked for wind projects and $2.5 billion for solar projects. Overall projected spending this year by 

subsidiary Southern Power, including maintenance, is estimated at $4.5 billion, up from a February 2016 forecast of 

$2.4 billion. Southern Company's total CapEx for 2016 is projected at $10.5 billion. 

 

 

Exelon Corp.'s capital spending through 2018 is projected to be almost 21% above the company's forecast earlier 

this year, as it puts considerable new investment into critical infrastructure, smart grid technology and other reliability 

improvements, and expands upon its recent acquisition of Pepco Holdings. More than $25 billion is now being invested 

through 2020 with additional investment being set aside for the company's electric transmission and distribution network. 

About $7 billion is tagged for reliability improvements at Pepco, $10 billion for Commonwealth Edison, about $4.5 billion for 

Baltimore Gas and Electric and about $750 million annually over the next five years at PECO Energy for electric transmission 

and smart grid upgrades, as well as electric or gas distribution reliability improvements. 

 

Global power company AES Corp. earmarked additional spending in its latest CapEx plan to build a new coal plant in 

the Philippines and a new gas plant in Panama. AES set aside $740 million for expansion of the Masinloc 2 supercritical 

thermal coal plant in the Philippines, expected to come online in 2019. AES also is in the advanced development stage of its 

380-MW combined-cycle Colon gas plant and related LNG facility in Panama. The combined-cycle gas turbine is expected to 

begin operation in 2018 followed by the LNG facility in 2019. Together the two projects boosted AES' five-year CapEx forecast 

to $8.52 billion from $6.85 billion,  

 

PPL Corp. has budgeted more than $15 billion over the next five years to improve reliability and efficiency at its 

regulated utility business and make environmental improvements at Kentucky operations. But near-term spending 

expectations have fallen slightly. PPL's latest CapEx estimate for the three years 2016-2018 is $9.27 billion, 6% below the 

company's forecast from earlier this year. Spending on generation and environmental mitigation projects remains the same; 

however, spending on electric transmission and distribution systems was reduced in the latest forecast. Analysts have 

suggested that PPL could make further investments into transmission projects in the future if its currency hedges on the 

British pound are monetized. 

 

MDU Resources Group Inc. expects to spend about $2.3 billion over the next five years, primarily at its regulated gas 

and electric utilities, including a 160-mile transmission line serving MISO. MDU's latest capital spending expectation for 2016 

is higher than  MDU had forecast in its most recent 10-K. Higher spending on electric generation projects and improvements 

to its electric transmission and distribution systems accounts for the changes. The company plans to fund its 2016 CapEx 

without issuing equity. Overall CapEx estimates for the years 2016 through 2018 is about 5.7% below the company's earlier 

forecast. 

 

In June 2016, Entergy Corp. updated its CapEx guidance, suggesting softer spending over the next few years than 

had been earlier forecast. The utility, whose capital plan is driven by the need to modernize aging infrastructure and maintain 

reliability, is now expected to spend about $11.3 billion from 2016 through 2018, compared with $11.9 billion forecasted in 

February. Lower spending on generation projects is the main source of the decline. Entergy has indicated that its in-house 

Companies with largest change in 2016-2018 CapEx forecast since H1'16

Companies 2016 2017 2018 H2'16 H1'16 Change (%)

Exelon Corp. 22.3 18.1 21.4 23,875 19,800 20.6

Southern Co. 43.8 0.0 0.0 21,200 18,000 17.8

AES Corp. -3.1 0.0 38.0 6,754 5,827 15.9

Entergy Corp. -7.1 -4.2 -3.4 11,305 11,900 -5.0

MDU Resources Group 12.8 -13.7 -9.5 1,327 1,407 -5.7

PPL Corp. -6.8 -5.5 -5.9 9,270 9,870 -6.1

Source: RRA and SNL Energy, offerings of S&P Global Market Intelligence

Change from H1'16 (%) 2016-2018 forecast ($M)
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generation is projected to be adequate to meet MISO reserve requirements over the next several years, but that over the 

longer term, additional supply resources will be required. A substantial part of the generation investment will be in new-build 

infrastructure. Subsidiary Entergy Louisiana plans to construct an $869 million, 980-MW gas-fired combined-cycle plant in St. 

Charles Parish, La., with a targeted in-service date in June 2019. 

 

CapEx Growth Rates 

 

Spire Inc.'s capital expenditure levels grew faster than any other RRA covered utility, surging almost 40% annually 

over the past five years. Spire has been able to execute its capital investment program with minimal regulatory lag, and 

timely recovery of its investments should continue; over the years 2016-2020, the company plans to invest $1.8 billion, 60% 

of which is expected to be recovered with minimal lag. The rate of CapEx growth in the future will pale in comparison to the 

2010-2015 period, an acquisitive time for Spire when it was pouring money into its distribution infrastructure and replacing 

pipeline. In 2013, the company made the largest acquisition in its history, buying Missouri Gas Energy and expanding service 

to Kansas City, Joplin and St. Joseph, Mo. In 2014, Spire bought Alabama Gas Corp., the largest natural gas provider in 

Alabama. 

 

OGE Energy Corp.'s capital expenditures fell nearly 10% annually, on average, during the past five years. Over the 

past three years, OGE's average annual capital spending dropped 22% on average, more than any other utility in the RRA 

Index. The utility had ratcheted up spending in the early part of the decade to complete a transmission reliability expansion, 

including construction of two 345-kV transmission projects in Oklahoma to support its new wind farms and population 

growth in its territories. But spending on such projects has slowed. The company's latest five-year plan calls for spending 

$2.8 billion on a range of transmission, distribution and generation projects in addition to installing dry scrubbers at its plants 

and making other environmental upgrades to comply with new U.S. EPA regulations. Spending is expected to increase in 2017 

and then steadily decline. 

 

 

 

Largest 3-year utility CapEx CAGRs (%)

Through fiscal 2015.

Source: SNL Energy, an offering of S&P Global Market Intelligence.
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The Rate Case Front 

 

 Despite slow customer growth, increased costs associated with emissions compliance, generation and delivery 

infrastructure upgrades and expansion, and renewable generation mandates, among other factors, should drive an active 

rate case agenda over the next few years. When the Federal Reserve begins to gradually raise the federal funds rate in 

earnest, utilities would be facing higher capital costs and would need to reflect the higher capital costs in their rate case 

filings. 

 

 Since 2010, and despite continued strong spending throughout the electric sector, base rate increases have slowed 

in both magnitude of increases as well as in the number of cases. The decline is partly attributable to the increased use of 

riders and single-issue type increases. A total of $928 million in electric base rate increases (34 cases) was authorized during 

the first three quarters of 2016, down from $1.4 billion in the same time period in 2015 (33 cases). Electric base rate 

increases for the full-year 2015 were $1.9 billion (52 cases). The average ROE authorized for electric utilities was 9.91% in rate 

cases decided in the first three quarters of 2016, compared to 9.85% in calendar-2015 cases. Excluding limited issue rider 

cases, the average authorized electric ROE was 9.64% in rate cases decided in the first nine months of 2016 versus 9.6% in 

2015.  

 

In the gas sector, despite substantial pipeline replacement under way nationwide, investment levels and rate case 

activity have been considerably lower compared to the electric sector. Gas base rate increases during the first three quarters 

of 2016 have totaled $503 million (35 cases), up from $308 million (25 decisions) in the same period in 2015. Gas base rate 

increases for the full-year 2015 were $494 million (40 cases).The average ROE authorized for gas utilities was 9.45% in the 

first three quarters of 2016 versus 9.6% in all of 2015. For additional detail, see the full report: Major Rate Case Decisions, 

January-September 2016. 

 

CapEx vs. depreciation, operating cash flow 

  

When utility capital expenditures outpace depreciation, the 

general implication is that the utility is growing its rate base. From 2000 

through 2015, the ratio of electric utility CapEx to depreciation and 

amortization for the average company in the group fluctuated 

significantly, reaching a low of 1.4x in 2003 and 2004 before ramping up 

to 2.8x in 2008, as utilities invested in generation assets to replace 

retiring coal units and environmental retrofits for coal units that would 

continue to operate. Post-2008 and the economic downturn, the ratio 

fell, ultimately settling at 2.4x for 2015. (See Table 2 for additional detail). 

 

As generation and emission control spending by utilities wound 

down, transmission investment took center stage. In 2005, the Energy 

Policy Act directed the FERC to entice investment in the largely neglected, 

aging transmission system. FERC's final rule, issued in 2006, called for  

Utility CapEx/D&A ratio, 2000-2015 (x)

Source: SNL Energy, an offering of S&P Global 

Market Intelligence
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incentive ROEs for new investment and other constructive rate treatments. Subsequently, FERC orders involving transmission 

incentives spiked to a peak of 37 orders in 2008 from five in 2006 — stakeholders even began referring to the incentives as 

"FERC candy." Intensive transmission spending would be delayed by a few years from the time of the FERC orders and 

therefore was likely not linked to the CapEx run-up to 2008; however, transmission investment has dominated utility capital 

expenditures in recent years. 

 

In 2011, FERC announced it would reexamine its transmission incentives policies, and in 2012 the commission 

indicated that transmission incentive applicants should mitigate the risks of a project before seeking an incentive ROE. 

Additionally, beginning in 2011, state regulators and consumer advocates filed a series of complaints arguing that FERC-

authorized transmission ROEs were unreasonably high. A September 2016 FERC decision lowered MISO base transmission 

ROEs to 10.32% from 12.38%, and in April 2016, an administrative law judge recommended that FERC lower ISO-New England 

base ROEs to 10.9%. Despite the decreases, FERC-authorized transmission ROEs are still generally higher than state 

commission-authorized ROEs, and therefore transmission projects continue to attract investors. 

 

Conversely, the ratio of gas utility CapEx to depreciation and amortization was largely flat from 2000 through 2010, 

ranging from 1.6x to 2.0x. However, after 2010, the ratio grew fairly steadily to reach 2.6x, on average, in 2015, likely as 

accelerated infrastructure replacement programs were implemented across the country. A series of high-profile gas leaks 

have spurred public and regulatory support for programs that incentivize pipeline replacement, such as riders that allow 

utilities to recover their investment without having to wait for a general rate case. 

 

Comparing CapEx to operating cash flows can provide a window 

into how companies may fund their investments. As a company's CapEx-

to-operating cash flow ratio rises above 1.0, the implication is that the 

company is increasingly likely to require new external financing. For 

electric utilities, this ratio has largely tracked the CapEx-to-depreciation 

and amortization ratio, with an average low of 0.8x in 2003 and 2004, 

before a steep rise to 1.6x in 2008. Since 2008, the electric utility ratio has 

leveled off around 1.0x.  

 

For gas utilities, the CapEx-to-operating cash flow ratio has 

fluctuated far more substantially than for electric utilities. Gas utilities 

saw large swings in the ratio from 2000 through 2012, with a peak of 1.6x 

in 2000 and a low of 0.7 in 2009. Since reaching 1.2x in 2012, the ratio 

appears to have stabilized somewhat, although 2015 was slightly lower at 

1.0x. 

 

The relationship between CapEx and operating cash flow is a bit 

more complex than that of CapEx and depreciation and amortization, which is largely driven by fluctuations in CapEx. Operating 

cash flow can be meaningfully impacted by a variety of factors, including prepayments and other one-time events, and 

therefore should not be considered by itself as an indicator of the need for external funding.  

 

Across the small water utility sector, year-to-date CapEx is trending well above last year's levels. Those familiar with 

the niche-water utility sector have heard the frequent-cited estimations of $385 billion to $1.3 trillion, which are needed to 

upgrade, replace, and expand the nation's water & wastewater infrastructure over the next 20 years range. RRA expects this 

trend of accelerated CapEx spending to continue for some time.   

 

After peaking in 2004-2005, the water sector's CapEx to depreciation and amortization has trended downward, and 

in the past five years spending levels have settled around 2.5x to 2.7x. The average CapEx to operating cash flow stood as 

high as 2.1x in 2002, and has been below 1.0x every year since 2010. (Please see the RRA water utility CapEx report for more 

details.) 

 

Utility CapEx/OCF ratio, 2000-2015 (x)

Source: SNL Energy, an offering of S&P Global 
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Xcel Energy provides a good example of the relationship 

between these two ratios. As Xcel increased its capital expenditures to 

nearly $3.7 billion in 2015 from just under $1 billion in 2003, the 

company's depreciation and amortization grew at a markedly slower 

pace, and so the CapEx-to-depreciation and amortization ratio more 

than doubled, reaching 3.2x in 2015 from 1.2x in 2003, and significantly 

surpassing the 2015 electric utility average of 2.4x. 

 

Meanwhile, Xcel Energy's CapEx-to-operating cash flow ratio 

remained fairly steady, ranging from 0.8x to 1.3x since 2005. A brief 

uptick to 1.6x in 2004 was driven by a drop in Xcel's operating cash flow 

related to the company's 2003 spin-off of NRG Energy. The company has 

historically relied primarily on cash from operations for its investments 

with supplemental debt issuances. 

 

Dan Lowrey 
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Contributor: Heike Doerr 
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Most data in this report has been updated to include revisions to capital expenditure plans through mid-October 2016. Details for the 

individual 43 companies are shown in Tables 1 and 3. Table 3 provides a detailed analysis of industry spending, segregated into: 

Generation; Electric Transmission and Distribution; Environmental; Renewables; Gas Pipeline/Storage and Distribution; and, 

Corporate/Other. 

 

Category identification and disclosure continue to improve since we began issuing this study in 2008. However, due to an absence of 

uniformity in forecasting methods and details among companies in the group, coupled with limitations caused by some incomplete or 

limited updates, a detailed breakdown by spending category for all companies was not possible, and we have included such 

companies as “below the line” in Table 3.  

 

Additionally, coincident with the absence of uniformity with respect to spending forecasts, we note that some companies employ 

“accrual” accounting for forecasting purposes, which may result in a timing disconnect between projections and historical data 

(derived from cash flow statements and therefore done on a “cash” basis). Not all companies distinguish regulated generation from 

competitive generation in formal forecasts; however, the vast majority of generation spending plans under way for the universe of 

companies in this study are allocated to the regulated sphere. Regarding natural gas operations, we found that the majority of 

companies do not provide a clear breakdown of planned spending for utility, pipeline, storage, and distribution; we therefore group 

all planned gas spending into a combined gas category in Table 3. 
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Table 1                       

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 3-year 5-year 10-year 2016E 2017E 2018E

ELECTRIC

1      AES CORP. 826          1,460       2,425       2,850       2,520       2,310       2,430       2,108       1,988       2,016       2,308       3.1 0.0 10.8 2,073       1,074       3,607       16.0

2      ALLIANT ENERGY 538          399          542          879          1,203       867          673          1,158       798          903          1,034       -3.7 3.6 6.8 1,165       1,330       1,275       7.2

3      AMEREN 935          992          1,381       1,896       1,710       1,042       881          1,063       1,379       1,785       1,917       21.7 13.0 7.4 2,155       2,234       2,234       5.2

4      AMERICAN ELECTRIC POWER 2,404       3,528       3,556       3,800       2,792       2,345       2,669       3,025       3,624       4,130       4,508       14.2 14.0 6.5 5,062       5,001       5,000       3.5

5      AVANGRID INC. 331          408          444          516          324          593          822          1,789       944          1,030       1,082       -15.4 12.8 12.6 1,900       1,900       1,900       20.6

6      CMS ENERGY 593          670          1,263       792          818          821          882          1,227       1,325       1,577       1,564       8.4 13.8 10.2 1,700       1,700       1,700       2.8

7      CONSOLIDATED EDISON 1,636       1,853       1,934       2,326       2,193       2,029       1,967       2,069       2,538       2,419       3,054       13.9 8.5 6.4 5,281       3,686       3,682       6.4

8      DOMINION RESOURCES 3,358       4,052       3,972       3,554       3,837       3,422       3,652       4,145       4,065       5,345       5,575       10.4 10.3 5.2 6,910       4,852       4,253       -8.6

9      DTE ENERGY 1,065       1,403       1,299       1,373       1,035       1,099       1,484       1,820       1,876       2,049       2,020       3.5 12.9 6.6 2,085       1,876       1,868       -2.6

10    DUKE ENERGY 2,413       3,470       3,216       4,533       4,433       4,855       4,413       5,507       5,607       5,474       7,029       8.5 7.7 11.3 9,220       8,775       8,300       5.7

11    EDISON INTERNATIONAL 1,868       2,536       2,826       2,824       3,282       4,543       4,122       4,149       3,599       3,906       4,225       0.6 -1.4 8.5 3,700       4,400       5,000       5.8

12    EL PASO ELECTRIC CO. 88            103          145          199          210          170          178          202          237          277          281          11.6 10.6 12.3 234          156          182          -13.5

13    ENTERGY 1,458       1,633       1,578       2,212       1,931       1,974       2,040       2,675       2,288       2,119       2,501       -2.2 4.8 5.5 4,021       3,617       3,667       13.6

14    EVERSOURCE ENERGY 775          872          1,115       1,255       908          954          1,077       1,472       1,457       1,604       1,724       5.4 12.6 8.3 2,084       2,546       2,529       13.6

15    EXELON CORP. 2,165       2,418       2,674       3,117       3,273       3,326       4,042       5,789       5,395       6,077       7,624       9.6 18.0 13.4 8,650       8,000       7,225       -1.8

16    FIRSTENERGY 1,208       1,315       1,633       2,888       2,203       1,780       2,129       2,678       2,638       3,312       2,704       0.3 8.7 8.4 2,977       2,799       2,554       -1.9

17    NEXTERA ENERGY 2,546       3,739       5,019       5,236       6,006       5,846       6,628       9,461       6,682       7,017       8,377       -4.0 7.5 12.6 9,145       4,510       3,745       -23.5

18    GREAT PLAINS ENERGY 327          476          512          1,024       841          618          457          610          669          774          677          3.5 1.8 7.5 680          581          541          -7.2

19    IDACORP INC. 193          222          287          244          252          338          338          240          247          274          294          7.0 -2.8 4.3 305          280          297          0.3

20    HAWAIIAN ELECTRIC INDUSTRIES 224          211          218          282          305          182          235          371          389          365          364          -0.6 14.8 5.0 450          480          500          11.2

21    NORTHWESTERN CORP. 81            101          117          125          189          228          189          219          230          270          284          9.0 4.4 13.4 308          324          365          8.8

22    OGE ENERGY 297          487          558          1,185       848          880          1,270       1,151       991          569          548          -21.9 -9.0 6.3 665          900          540          -0.5

23    PG&E CORP. 1,804       2,402       2,769       3,628       3,958       3,802       4,038       4,624       5,207       4,833       5,173       3.8 6.4 11.1 5,569       5,950       5,950       4.8

24    PINNACLE WEST CAPITAL 661          738          960          936          765          748          884          890          1,016       911          1,076       6.6 7.5 5.0 1,205       1,307       1,124       1.5

25    PNM RESOURCES 211          321          456          345          288          281          327          309          348          461          559          21.8 14.7 10.2 568          415          398          -10.7

26    PORTLAND GENERAL ELECTRIC 255          371          455          383          696          450          300          303          656          1,007       598          25.4 5.9 8.9 648          402          318          -19.0

27    PPL CORP. 811          1,394       1,657       1,418       1,225       1,597       2,487       3,105       4,212       3,674       3,533       4.4 17.2 15.9 3,160       3,070       3,040       -4.9

28    PUBLIC SRV. ENT. GROUP 1,053       1,015       1,348       1,771       1,794       2,160       2,083       2,574       2,811       2,820       3,863       14.5 12.3 13.9 4,380       4,100       3,852       -0.1

29    SOUTHERN COMPANY 2,370       2,994       3,546       3,961       4,670       4,086       4,525       4,809       5,331       5,246       5,674       5.7 6.8 9.1 10,500    5,200       5,500       -1.0

30    WESTAR ENERGY 213          345          748          937          556          540          697          810          780          852          700          -4.7 5.3 12.6 1,102       704          703          0.1

31    WEC ENERGY GROUP 745          929          1,212       1,136       815          798          831          707          687          761          1,266       21.4 9.7 5.4 1,974       2,349       2,046       17.3

32    XCEL ENERGY 1,311       1,628       2,097       2,114       1,778       2,216       2,206       2,570       3,395       3,200       3,683       12.7 10.7 10.9 3,060       2,975       3,120       -5.4

Total Electric ($M) 34,765    44,484    51,961    59,737    57,656    56,902    60,956    73,629    73,410    77,056    85,820    5.2 8.6 9.5 102,936  87,495    87,014    0.5

GAS

33    ATMOS ENERGY CORP. 333          425          392          472          509          543          623          733          845          835          975          10.0 12.4 11.3 1,100       1,100       1,200       7.2

34    CENTERPOINT ENERGY 693          1,007       1,114       1,020       1,160       1,509       1,303       1,212       1,286       1,372       1,584       9.3 1.0 8.6 1,318       1,256       1,170       -9.6

35    MDU RESOURCES GROUP INC. 378          480          558          746          449          449          497          873          909          608          625          -10.5 6.8 5.2 386          471          470          -9.1

36    NISOURCE 590          627          787          1,300       777          801          1,123       1,499       1,880       1,283       1,361       -3.2 11.2 8.7 1,506       1,387       1,387       0.6

37    ONE Gas 
#

NA NA NA NA NA NA NA 272          292          297          294          2.7 NA NA 305          310          315          2.3

38    SCANA CORP. 385          527          725          904          914          876          884          1,077       1,106       1,092       1,153       2.3 5.6 11.6 1,656       2,097       1,659       12.9

39    SEMPRA ENERGY 1,377       1,907       2,011       2,061       1,912       2,062       2,844       2,956       2,572       3,123       3,156       2.2 8.9 8.6 5,620       2,645       2,645       -5.7

40    SOUTHWEST GAS 294          345          341          300          217          215          381          396          364          397          488          7.2 17.8 5.2 460          500          540          3.4

41    SPIRE INC. 60            63            59            57            52            57            68            109          131          171          290          38.6 38.4 17.0 310          365          370          8.5

42    VECTREN CORP. 232          281          335          391          432          277          321          366          393          448          477          9.2 11.5 7.5 510          490          430          -3.4

43    WGL HOLDINGS 113          160          165          135          139          130          202          251          312          395          464          22.7 29.0 15.2 725          810          710          15.2

Total Gas ($M) 4,455       5,823       6,486       7,386       6,562       6,920       8,245       9,743       10,091    10,021    10,868    3.7 9.4 9.3 13,895    11,431    10,896    0.1

Total ($M) 39,220    50,307    58,447    67,124    64,218    63,822    69,201    83,372    83,502    87,077    96,687    5.1 8.7 9.4 116,832  98,925    97,910    0.4

# 
 Became public in 2014

   Source: SNL Energy, company surveys, and RRA adjustments

Historical capital expenditures ($M) CAGR (%) Forecast CapEx ($M) 3-year 

CAGR (%)

Utility historical and forecast CapEx
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Table 2

ELECTRIC

1      AES CORP. 1,144         2,308         2,134         2.0       1.1       1,178         2,310         3,465         2.0       0.7       864            826            2,232         1.0       0.4       

2      ALLIANT ENERGY 414            1,034         871            2.5       1.2       344            867            985            2.5       0.9       390            538            565            1.4       1.0       

3      AMEREN 777            1,917         2,017         2.5       1.0       746            1,042         1,823         1.4       0.6       656            935            1,251         1.4       0.7       

4      AMERICAN ELECTRIC POWER 2,010         4,508         4,819         2.2       0.9       1,641         2,345         2,662         1.4       0.9       1,348         2,404         1,877         1.8       1.3       

5      AVANGRID INC. 709            1,082         1,361         1.5       0.8       284            593            696            2.1       0.9       383            331            505            0.9       0.7       

6      CMS ENERGY 750            1,564         1,640         2.1       1.0       576            821            959            1.4       0.9       525            593            598            1.1       1.0       

7      CONSOLIDATED EDISON 1,130         3,054         3,277         2.7       0.9       840            2,029         2,381         2.4       0.9       584            1,636         790            2.8       2.1       

8      DOMINION RESOURCES 1,669         5,575         4,475         3.3       1.2       1,258         3,422         1,825         2.7       1.9       1,538         3,358         2,623         2.2       1.3       

9      DTE ENERGY 852            2,020         1,911         2.4       1.1       1,027         1,099         1,825         1.1       0.6       872            1,065         1,001         1.2       1.1       

10    DUKE ENERGY 3,613         7,029         6,676         1.9       1.1       1,994         4,855         4,511         2.4       1.1       1,884         2,413         2,818         1.3       0.9       

11    EDISON INTERNATIONAL 2,005         4,225         4,509         2.1       0.9       1,522         4,543         3,477         3.0       1.3       1,061         1,868         2,247         1.8       0.8       

12    EL PASO ELECTRIC CO. 90              281            247            3.1       1.1       81              170            239            2.1       0.7       82              88              107            1.1       0.8       

13    ENTERGY 2,117         2,501         3,291         1.2       0.8       1,705         1,974         3,926         1.2       0.5       1,002         1,458         1,468         1.5       1.0       

14    EVERSOURCE ENERGY 666            1,724         1,424         2.6       1.2       301            954            1,093         3.2       0.9       440            775            441            1.8       1.8       

15    EXELON CORP. 2,281         7,624         7,616         3.3       1.0       1,144         3,326         5,244         2.9       0.6       1,582         2,165         2,147         1.4       1.0       

16    FIRSTENERGY 1,282         2,704         3,447         2.1       0.8       750            1,780         3,076         2.4       0.6       588            1,208         2,220         2.1       0.5       

17    NEXTERA ENERGY 2,831         8,377         6,116         3.0       1.4       1,788         5,846         3,834         3.3       1.5       1,397         2,546         1,547         1.8       1.6       

18    GREAT PLAINS ENERGY 378            677            753            1.8       0.9       327            618            552            1.9       1.1       164            327            417            2.0       0.8       

19    IDACORP INC. 143            294            353            2.1       0.8       122            338            305            2.8       1.1       124            193            161            1.6       1.2       

20    HAWAIIAN ELECTRIC INDUSTRIES 196            364            356            1.9       1.0       159            182            341            1.1       0.5       142            224            220            1.6       1.0       

21    NORTHWESTERN CORP. 145            284            340            2.0       0.8       92              228            219            2.5       1.0       74              81              147            1.1       0.6       

22    OGE ENERGY 308            548            865            1.8       0.6       291            880            783            3.0       1.1       183            297            438            1.6       0.7       

23    PG&E CORP. 2,612         5,173         3,753         2.0       1.4       1,905         3,802         3,206         2.0       1.2       1,698         1,804         2,409         1.1       0.7       

24    PINNACLE WEST CAPITAL 572            1,076         1,094         1.9       1.0       473            748            750            1.6       1.0       389            661            760            1.7       0.9       

25    PNM RESOURCES 223            559            387            2.5       1.4       186            281            287            1.5       1.0       158            211            210            1.3       1.0       

26    PORTLAND GENERAL ELECTRIC 305            598            517            2.0       1.2       238            450            391            1.9       1.2       233            255            372            1.1       0.7       

27    PPL CORP. 942            3,533         2,615         3.8       1.4       780            1,597         2,033         2.0       0.8       423            811            1,388         1.9       0.6       

28    PUBLIC SRV. ENT. GROUP 1,214         3,863         3,919         3.2       1.0       974            2,160         2,164         2.2       1.0       767            1,053         970            1.4       1.1       

29    SOUTHERN COMPANY 2,395         5,674         6,274         2.4       0.9       1,831         4,086         3,991         2.2       1.0       1,398         2,370         2,530         1.7       0.9       

30    WESTAR ENERGY 311            700            715            2.3       1.0       272            540            608            2.0       0.9       151            213            354            1.4       0.6       

31    WEC ENERGY GROUP 584            1,266         1,294         2.2       1.0       317            798            810            2.5       1.0       350            745            579            2.1       1.3       

32    XCEL ENERGY 1,143         3,683         3,026         3.2       1.2       872            2,216         1,894         2.5       1.2       782            1,311         1,184         1.7       1.1       

Total Electric ($M) 2.4       1.0       2.2       0.9       1.5       1.0       

GAS

33    ATMOS ENERGY CORP. 276            975            837            3.5       1.2       217            543            726            2.5       0.7       179            333            387            1.9       0.9       

34    CENTERPOINT ENERGY 970            1,584         1,865         1.6       0.8       864            1,509         1,386         1.7       1.1       541            693            63              1.3       11.0     

35    MDU RESOURCES GROUP INC. 228            625            641            2.7       1.0       329            449            552            1.4       0.8       219            378            484            1.7       0.8       

36    NISOURCE 524            1,361         1,457         2.6       0.9       595            801            725            1.3       1.1       544            590            712            1.1       0.8       

37    ONE Gas 
#

133            294            394            2.2       0.7       NA NA NA NA NA NA NA NA NA NA

38    SCANA CORP. 368            1,153         1,059         3.1       1.1       341            876            811            2.6       1.1       518            385            467            0.7       0.8       

39    SEMPRA ENERGY 1,250         3,156         2,905         2.5       1.1       866            2,062         2,154         2.4       1.0       626            1,377         534            2.2       2.6       

40    SOUTHWEST GAS 270            488            547            1.8       0.9       190            215            371            1.1       0.6       156            294            238            1.9       1.2       

41    SPIRE INC. 131            290            322            2.2       0.9       38              57              107            1.5       0.5       27              60              103            2.3       0.6       

42    VECTREN CORP. 256            477            505            1.9       0.9       229            277            385            1.2       0.7       158            232            268            1.5       0.9       

43    WGL HOLDINGS 122            464            504            3.8       0.9       94              130            291            1.4       0.4       90              113            232            1.3       0.5       

Total Gas ($M) 2.6       1.0       1.7       0.8       1.6       2.0       

Total ($M) 2.4       1.0       2.1       0.9       1.6       1.2       
# 

 Became public in 2014

   Source: SNL Energy, company surveys, and RRA adjustments
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Table 3                                                                                                                                                        

% % Environmental % Renewables % % %

3 Year 

Total***

(Amount $M) Note 2016 2017 2018 2019 2020

'16-'18 

Total 2016 2017 2018 2019 2020

'16-'18 

Total 2016 2017 2018 2019 2020

'16-'18 

Total 2016 2017 2018 2019 2020

'16-'18 

Total 2016 2017 2018 2019 2020

'16-'18 

Total 2016 2017 2018 2019 2020

'16-'18 

Total 2016 2017 2018 2019 2020 '16-'18

Electric

AES CORP. 4 1,508 850 2,580 740 454 224 111 1027 1027 2,073 1,074 3,607 1,767 6,754

ALLIANT ENERGY 4 470 435 350 275 33% 300 425 515 565 33% 110 75 55 15 6% 200 225 195 160 16% 85 170 160 200 11% 1,165 1,330 1,275 1,215 3,770

AMERICAN ELECTRIC POWER 4 502 502 502 10% 3,705 3,705 3,705 74% 353 292 291 6% 0% 502 502 502 10% 5,062 5,001 5,000 15,063

AVANGRID INC. 4,5 1,005 1,005 1,005 1,005 1,005 560 560 560 560 560 281 281 281 281 281 15% 54 54 54 54 54 3% 1,900 1,900 1,900 1,900 1,900 5,700

CMS ENERGY 4,5 100 100 0% 914 914 914 914 914 54% 157 157 157 157 157 9% 629 629 629 629 629 37% 1,700 1,700 1,700 1,800 1,800 5,100

CONSOLIDATED EDISON 2,176 2,139 2,109 51% 1,870 1,147 1,173 33% 1,235 400 400 16% 5,281 3,686 3,682 12,649

DOMINION RESOURCES 4 2,507 1,384 1,229 32% 1,586 1,500 1,524 29% 232 161 70 300 300 300 300 2,540 1,766 1,391 600 600 36% 45 41 39 300 300 1% 6,910 4,852 4,253 16,015

DTE ENERGY 4,7,9 155 73 210 336 464 8% 611 674 630 599 624 33% 0% 430 375 265 265 265 18% 889 754 763 845 714 41% 2,085 1,876 1,868 2,045 2,067 5,829

DUKE ENERGY 3,4 1,975 1,550 1,325 1,625 1,525 18% 3,270 3,588 3,650 4,075 3,788 40% 775 725 525 300 325 8% 1000 500 500 500 500 8% 1,875 2,188 2,100 1,425 1,388 23% 325 225 200 200 200 3% 9,220 8,775 8,300 8,125 7,725 26,295

EDISON INTERNATIONAL 4,6 200 200 200 200 200 5% 3,500 4,200 4,800 4,900 4,700 95% 0% 3,700 4,400 5,000 13,100

ENTERGY 1,2 2,286 1,687 1,927 52% 1,455 1,730 1,565 42% 280 200 175 6% 4,021 3,617 3,667 11,305

EL PASO ELECTRIC CO. 7 110 41 81 120 179 41% 78 91 79 94 86 43% 45 24 22 17 17 16% 234 156 182 232 283 572

EVERSOURCE ENERGY 4 20 0% 1675 2140 2108 1888 83% 284 318 339 357 357 13% 105 88 82 87 4% 2,084 2,546 2,529 2,332 7,159

EXELON CORP. 3,025 2,575 1,950 32% 5,050 4,825 4,650 4,150 4,050 61% 100 100 100 1% 475 500 525 525 550 6% 8,650 8,000 7,225 23,875

GREAT PLAINS ENERGY 2 252 238 230 201 243 40% 229 197 192 217 204 34% 100 46 21 99 152 9% 0% 100 100 99 57 69 17% 680 581 541 573 668 1,802

HAWAIIAN ELECTRIC INDUSTRIES 4 124 132 138 28% 265 283 294 59% 61 65 68 0% 0% 450 480 500 1,430

IDACORP INC. 4,5 33 33 33 33 33 11% 125 125 125 125 125 43% 23 0 15 15 15 4% 33 15 15 15 15 7% 0% 93 108 109 109 109 35% 305 280 297 297 297 882

NEXTERA ENERGY 2,4 2,175 1,370 950 1,000 1,025 26% 1,930 1,990 1,985 2,485 2,335 34% 3280 85 30 25 25 20% 1,020 740 465 35 15 13% 740 325 315 235 250 8% 9,145 4,510 3,745 3,780 3,650 17,400

NORTHWESTERN CORP. 4 20 65 88 14 9% 255 249 237 242 176 74% 0% 53 56 64 59 81 17% 308 324 365 389 270 998

OGE ENERGY 4 200 235 100 75 75 25% 300 385 245 225 225 44% 105 200 130 50 21% 0% 60 80 65 25 25 10% 665 900 540 375 325 2,105

PG&E CORP. 4,5 699 742 747 747 747 3,223 3,249 3,443 3,443 3,443 1,647 1,741 1,760 1,760 1,760 5,569 5,950 5,950 5,950 5,950 17,469

PNM RESOURCES 293 163 168 94 45% 238 233 216 244 50% 0% 0% 37 19 14 15 15 5% 568 415 398 353 15 1,381

PINNACLE WEST CAPITAL 297 459 402 32% 481 563 537 43% 227 201 103 15% 107 1 1 3% 0% 93 83 81 7% 1,205 1,307 1,124 3,636

PORTLAND GENERAL ELECTRIC 4 398 179 142 127 135 53% 238 219 174 155 166 46% 12 4 2 1 15 1% 0% 648 402 318 283 316 1,368

PPL CORP. 2 550 590 550 580 670 18% 2,210 2,130 2,050 2,000 2,080 69% 400 350 440 400 350 13% 0% 0% 3,160 3,070 3,040 2,980 3,100 9,270

PUBLIC SRV. ENT. GROUP 4 1253 974 656 303 347 23% 2,777 2,712 2,702 2506 2492 66% 41 50 59 62 41 1% 63 42 35 28 0 1% 240 305 315 7% 6 18 85 6 0 1% 4,380 4,100 3,852 12,332

SOUTHERN COMPANY 2 3,300 2,700 2,900 42% 1,400 1,600 1,600 22% 700 500 600 8% 3900 800 4% 400 400 400 6% 10,500 5,200 5,500 21,200

WESTAR ENERGY 2 190 225 210 25% 364 377 405 46% 85 27 15 5% 399 1 1 0% 64 75 72 8% 1,102 704 703 2,509

WEC ENERGY GROUP 8 304 368 438 358 277 17% 741 849 675 463 456 36% 843 1,071 837 858 866 43% 86 61 96 97 99 4% 1,974 2,349 2,046 1,776 1,698 6,369

XCEL ENERGY 2 955 630 625 615 550 24% 1,345 1,600 1,665 1,770 1,810 50% 120 250 110 390 335 395 390 400 12% 370 290 185 185 180 9% 3,060 2,975 3,120 3,070 2,940 9,155

Total - Electric ($M) 23,780 18,354 18,706 41,447 43,697 43,801 3,761 3,007 2,480 9,625 1,493 2,588 13,577 11,676 10,734 5,613 4,016 3,917 97,804 82,461 82,226 262,491

Gas

ATMOS ENERGY CORP. 5 1,050 1,100 1,200 1,300 1,400 99% 1,100 1,100 1,200 1,300 1,400 3,400

CENTERPOINT ENERGY 833 786 735 685 686 63% 485 470 435 430 430 37% 1,318 1,256 1,170 1,115 1,116 3,744

MDU RESOURCES GROUP INC. 4 72 91 92 95 95 19% 60 66 66 66 66 14% 15 4 3 2% 172 218 218 218 218 46% 67 92 91 92 91 19% 386 471 470 471 470 1,327

NISOURCE 4,6 400 368 368 27% 1,100 1,013 1,013 73% 6 6 6 0% 1,506 1,387 1,387 4,279

ONE Gas 
#

5 305 310 315 320 325 100% 305 310 315 320 325 930

SCANA CORP. 2 1,163 1,551 1,160 72% 192 163 187 10% 259 342 272 16% 42 41 40 2% 1,656 2,097 1,659 5,412

SEMPRA ENERGY 4,5 710 508 508 508 508 16% 950 103 103 103 103 11% 3,960 2,034 2,034 2,034 2,034 74% 5,620 2,645 2,645 2,645 2,645 10,910

SOUTHWEST GAS 5 460 500 540 100% 460 500 540 1,500

SPIRE INC. 310 365 370 435 335 100% 310 365 370 435 335 1,045

VECTREN CORP. 4 95 95 115 100 90 21% 375 365 275 275 275 71% 40 30 40 70 50 8% 510 490 430 445 415 1,430

WGL HOLDINGS 165 100 100 100 100 16% 547 710 610 414 435 83% 12 0 0 0 0 1% 725 810 710 514 536 2,245

Total - Gas ($M) 1,235 1,642 1,252 2,290 1,986 1,979 1,359 1,350 15 4 3 1,115 203 203 203 203 9,023 7,426 7,282 5,426 5,452 167 169 177 162 141 13,895 11,431 10,896 36,222

Companies without Segment Breakdown ("Below the line")*

AMEREN 5 2,155 2,234 2,234 2,234 2,234 6,624

FIRSTENERGY 6 2,977 2,799 2,554 8,330

Total - ($M) 5,132 5,034 4,788 14,954

Grand total ($M) 116,832 98,925 97,910 313,667

Source: SNL Energy, company surveys, and RRA adjustments.

Notes to Table 3:

1 Entergy Wholesale Commodities included as part of generation spending

2 Nuclear spending included in generation

3 Includes potential capital expenditures that may not be realized

4 Capital expenditures calculated, apportioned, and/or estimated per RRA adjustments

5 Average shown for any range provided by the company

6 CapIQ median consensus estimates for years in which company has not provided data

7 Capital expenditure estimates determined by RRA through the use of digitized, X-Y located company disclosed charts and graphs

8 Electric T&D includes capital contributions to American Transmission Company projects averaging $317 million per year 2016-2018

9 Generation spending reflects new generation projects only. Corp./Other includes maintenance,  other expansion, and other investments within electric that were not separately disclosed

*     Classification by business type unavailable for some or all years, resulting in "below the line" listing

**    Electric T&D includes Smart Metering/AMI

***   Percentages of three-year total shown next to each category
#      Became public in 2014

Corporate / Other

Utility forecast CapEx by category

Companies with Segment Breakdown 

("Above the line") Generation Electric T&D**

Gas Pipeline/Storage/Distribution/ and 

other Total 
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Key Takeaways 

– Ratings Outlook: Rating trends across regulated electric, gas, and water utilities in 
North America remain mostly stable, reflecting generally supportive regulatory 
oversight. However, the industry’s financial measures weakened in 2018 as a result 
of U.S. tax reform, robust capital spending, and flat to slightly negative load growth. 
In general, those utilities most affected by these developments were those who 
strategically operate with a minimal financial cushion at their current rating.  

– Forecasts: We expect only modest financial improvement in 2019, reflecting 
somewhat improving margins partially offset by rising debt. Margin improvement 
will reflect productivity improvements from technological investments, favorable 
fuel cost trends, and higher revenues from robust capital investments and 
acquisitions. 

– Assumptions: We expect overall capital spending to remain elevated through 2020, 
primarily due to rising infrastructure spending needs. Sales growth will generally 
remain flat to slightly negative, reflecting customer growth offset by conservation. 

– Risks and Opportunities: To grow, utilities are merging and acquiring higher-risk 
businesses outside of the industry. The transformation of fossil generation to 
renewables provides utilities with an opportunity to grow while reducing their 
environmental risks. Also, increasing electric vehicles sales will lead to higher load 
growth, partially offsetting the negative effects of conservation. 

– Industry Trends: The North America utility industry is mostly stable with some 
downside ratings exposure. Weaker credit measures from tax reform will likely 
persist in 2019, reflecting tax-related rate reductions carryovers. However, we 
expect that some utilities will offset this reduced revenue with further equity 
infusions or asset sales. Other developing trends include rising interest rates, 
inflation, technology, climate change, and regulatory lag, which could further stress 
the industry’s credit quality. 
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Ratings trends and outlook 
North America Regulated Utilities
Chart 1 

Ratings distribution 

Chart 2 

Ratings outlooks 

As of Oct. 2017 As of Oct. 2018 

Chart 3 

Ratings upgrades and downgrades 

Source: S&P Global Ratings. Ratings data as of October 15, 2018 
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Industry credit metrics 
North America Regulated Utilities 
Chart 4 Chart 5 

Debt / EBITDA (median, adjusted) FFO / Debt (median, adjusted)

Chart 6 Chart 7 

Cash flow and primary uses Equity Issuance

Chart 8  

Total U.S. megawatt hours sold

Source: S&P Global Ratings, S&P Global Market Intelligence, EIA U.S. sales growth 1990-2016. FFO--Funds from operations. 
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Chart 9  

Generation Mix By Energy Source 
2007 

 
2017

Source: S&P Global Ratings, S&P Global Market Intelligence 

 

Chart 10 

Correlation Of U.S. GDP and Electricity Sales 

 
Source: S&P Global Ratings 
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Industry outlook 
Key assumptions 

1. Conservation has reduced demand tied to economic growth 

Historically, a strong correlation existed between economic growth and the demand for 
electricity. Since 2011, conservation has significantly curtailed sales growth, leading to a 
very weak correlation between utility sales and economic growth. Our base case 
incorporates flat to slightly negative sales growth over the next three years, reflecting 
new customer growth offset by conservation. To achieve growth, we expect that utilities 
will pursue mergers with other utilities as well as acquisitions of slightly higher-risk 
businesses outside of the direct utility industry. 

2. Regulation and public policy support earnings and cash flow 

We expect that regulators will continue to provide utilities with constructive frameworks 
that support credit quality. For most regulators, the requirement that utilities provide 
safe, reliable, and affordable utility services remains a priority. This regulatory 
perspective is balanced against an increasing awareness that the utility infrastructure in 
North America is aging, and that utilities may have to invest necessary capital to maintain 
and improve the infrastructure apparatus for electric, gas, and water systems. Such 
regulated infrastructure capital spending most often translates to low-risk rate base 
growth. In addition, regulatory support ensuring timely recovery of costs generally 
remains favorable for utilities’ credit quality. Numerous cost recovery riders, trackers, 
and forward mechanisms provide more timely recovery of utility costs and reduce the 
regulatory lag. As such, we expect low-risk rate base growth to drive utilities’ earnings 
and cash flows despite flat to slightly negative sales growth. From a public policy 
perspective, we also expect utilities will be given sufficient time to adapt to various public 
policy initiatives, including those relating to renewable energy, grid resilience, reduced 
emissions, improved technology, and higher safety standards. 

3. Elevated capital spending to meet infrastructure needs 

We assume that capital spending for North America’s regulated electric, gas and water 
utilities will remain robust for 2019 and 2020 at about $140 billion annually. In general, 
we expect that the industry will invest in smaller scale infrastructure projects that 
improve safety and reliability and boost productivity. Capital spending can provide margin 
growth when sales are diminished by recovering investments made on a growing rate 
base and by reducing cost through technology investments. Furthermore, capital 
spending is often welcomed by policymakers that appreciate the economic stimulus and 
the benefits of a safer and more reliable service. The speed with which the regulatory 
process turns the new spending into higher rates to begin to pay for the capital 
investment is an important factor in our assumptions and forecast. Any extended lag 
between spending and recovery can exacerbate the negative effect on credit metrics and 
therefore ratings. Investments in new generation with reduced emissions will drive higher 
capital spending. These types of investments would focus on renewable and natural gas-
fired generation. Other areas of investment would include smart grids, electric vehicle 
charging stations, batteries, mergers within the industry, and acquisitions outside of the 
utility industry. 

4. Generally flat operating and maintenance expense 

We expect utilities to continue to lower operating and maintenance expenses through 
productivity initiatives and technological improvements. Because utilities earn on their 
capital investments, each dollar saved in operating expense provides headroom in the 
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customer bill for increased capital investments, boosting a utility’s financial performance 
without excessively increasing the customer bill. The deployment of technology such as 
digital meters can increase efficiency of operations while also securing the integrity of a 
utility’s operations. Furthermore, investing in solar generation not only reduces operating 
and environmental risks, compared to fossil fuel generation, but also lowers a utility’s 
operating and maintenance expenses. A solar generation installation requires very few 
people to operate, which reduces maintenance expenses, and it does not require any 
fossil fuel to generate electricity. As a comparison, coal generation burns fossil fuel to 
generate electricity and a nuclear generating facility could require thousands of 
employees to safely operate and maintain the facility. 

5. Equity, hybrids, and asset sales to support credit quality 

In2018, North America regulated utilities took steps to preserve credit quality, by issuing 
common equity and hybrid securities, and by selling assets to support their financial 
measures. In particular, the industry utilities issued about $35 billion of common equity 
in 2018, compared to about $10 billion in 2017 and about $15 billion in 2016. Driving this 
trend were weaker financial measures because of U.S. tax reform, robust capital 
spending, and M&A. For 2019, we expect equity issuance to temper to about $15 billion. 
Credit quality remains important to the utility industry and the large 2018 equity 
issuances demonstrates that utilities will take the necessary steps to protect credit 
quality when facing financial challenges. 

 

Key risks and opportunities 

1. Mergers and acquisitions 

In order to respond to sector challenges and disruption, we expect continued M&A 
activity despite rising interest rates. Due to conservation and sluggish load growth, two 
primary M&A strategies have developed within the industry. The first is to grow the 
absolute size of the utility business across multiple states and regulatory jurisdictions. 
This strategy attempts to reduce costs by identifying synergies and implements best 
practices across utilities. Canadian and U.S. utilities have also been focusing on growing 
by diversifying their utility portfolio (gas utilities buying electric utilities and vice versa, 
and even an electric/gas utility holding company acquiring water utilities) or cross-border 
combinations (mostly Canadian holding companies acquiring U.S. utilities). The second 
strategy is to grow through the acquisition of slightly higher-risk businesses (contracted 
assets) outside of the utility industry. Low interest rates by historical standards, strong 
stock prices, and plentiful leverage have justified paying large multiples of late. We’ve 
also seen holding companies once again thinking about rationalizing their portfolios with 
selective sales and purchases of smaller, less strategic utilities to gain scale within a 
jurisdiction or exit if scale is not feasible. Cost of capital has been slowly rising but is still 
well below the historical average. As a result, 2019 could bring more transactions before 
higher interest rates start to dissuade purchasers. 

2. Generation transformation and disruption 

Regulated electric utilities have been modifying their generation fleets to reduce 
emissions from power plants, electing to close aging coal plants and build low or zero 
emissions generation. Utilities have been shifting away from building bigger baseload 
generating stations, particularly coal and nuclear, to more modular construction that can 
be scaled up at an existing site on an as-needed basis. Improved economics associated 
with renewable generation support this trend, and utilities are able to benefit from 
efficiencies of scale. 
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These scale efficiencies along with a reduction in costs will support increased 
investments in utility-scale renewable generation. Electricity generated from renewables 
and natural gas has increased in recent years due to economics and regulation. During 
the past decade, electricity generated from coal has decreased to about 30% from about 
50%. We believe this trend will continue as utility management teams proactively work to 
reduce greenhouse gas emitting power plants and add generation sources with low or 
zero emissions. 

While renewable generation is being added to the electric grid, renewable sources can be 
intermittent and may not create electricity when needed. Sunshine, wind, and water flow 
are not constant and therefore electricity storage capacity is needed to offset this 
intermittency when consumption exceeds supply. As battery costs have declined, utilities 
have begun to install batteries as a way to store the unused electricity generated so it will 
be available when demand outstrips generation. The combination of renewable 
generation and batteries for storage will present new growth opportunities for electric 
utilities. Although this is in its infancy, we expect that as battery prices continue to 
decrease, utilities will capitalize on the growing need for energy storage. 

3. Grid transformation and energy storage 

In the U.S., a complete transformation of electric generation is underway. Natural gas 
now generates the largest percentage of the U.S.’s electricity at about 35% and 
renewable energy is trending toward 20%. A decade ago, electricity from natural gas was 
only at about 20% and renewable energy approximated 10%. While these material 
changes are significant to an industry that had barely changed over the prior 50 years, we 
believe this is just the beginning of the overhaul. Over the next decade, we expect that 
renewable energy will account for an ever greater share of all U.S. electricity and we 
expect that a rising percentage of renewable energy will include distributed generation on 
customer premises, especially in states with above-average sun strength. A key reason 
for our projection is the continued decrease in energy storage costs combined with 
increased efficiencies. 

To adapt to these changes, utilities will have to remain focused on modernizing the 
electric grid by transforming it to a smart grid with smart meters. These upgrades will 
allow for the two-way flow of electricity, incorporating distributed generation and 
customer battery storage as key components of a newly modernized grid. While U.S. 
distributed generation penetration is only about 2% today, we expect that as energy 
storage costs continue to decrease and efficiencies increase, distributed generation will 
account for a much greater market share over the next decade. The utility industry will 
have the operational responsibility to seamlessly incorporate all of these new forms of 
generation, while preserving the appearance of a single uniformed electric grid. 

4. Credit cycle exposure 

Our base-case outlook for credit quality reflects our view that North American utilities 
will remain mostly stable despite a confluence of intensifying headwinds. In some cases, 
the lingering effects of tax reform and debt-financed M&A deals have eroded the cushion 
that existed in financial metrics, leaving relatively little room for disappointments. This is 
the key reason why the proportion of negative outlooks in the sector has increased to 
near 20%. These developments are exacerbated by persistent shift toward higher capital 
spending, as utilities capitalize on opportunities to harden infrastructure, modernize the 
grid, and transition to a cleaner emissions profile. While we view the capital spending 
story as favorably from an enterprise risk management (ERM) and environmental, social, 
and governance (ESG) perspective, as longer range risks are being mitigated through 
these actions, the immediate impact of this spending is adding balance sheet pressure. 
This highlights a dilemma for some management teams and elevates utilities’ exposure to 
the developing credit cycle. Inflationary pressures are increasing labor-related costs and 
the interest rates are moving higher. With this in mind, we have to consider if the 
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environment of generally low electricity bills is nearing the end. While we don’t think there 
is cause for immediate concern, we believe the environment that has supported a wide 
open throttle on capital spending may be changing.  If inflation increases and consumer 
rate pressure becomes more evident, we can anticipate more difficult regulatory 
proceedings. That could pressure capital spending, which could be bad news for longer-
range risk mitigation of disruption. Nevertheless, we expect that companies will continue 
to aggressively seek operating and management (O&M) cost reductions to release more 
capital spending opportunities without affecting rates, but we think these prospects may 
slow if inflationary headwinds start to blow harder than forecast. That could be a trend 
with wide-ranging implications and certainly worth watching. 

5. Climate change and adverse weather 

For utilities, we increasingly factor in the impact of climate change and adverse weather 
events into our credit discussions. We focus both on companies’ longer-term 
preparedness to adapt to disruptive changes related to the environment and on the day-
to-day weather events that can present real and unexpected challenges to the sector. 
The severity of environmental events of 2018 underscored the harsh reality of weather-
related credit risks. Most notably, the extreme weather and unprecedented wildfire 
damage in California resulted in several high-profile negative rating actions on electric 
utilities in the state. While wildfires are certainly not new, the severity of the most recent 
events revealed a weakness in the regulatory compact that increased credit risk and left 
utilities with exposure to substantial contingent liabilities. 

We also followed closely the extraordinary efforts of several utilities in Southeast states 
to respond to widespread damage to critical infrastructure as Hurricanes Irma and 
Michael pounded coastal communities. While the recovery of storm costs varies by state, 
it typically can be deferred and recovered in future rates over a number of years. Several 
states also build storm planning into the regulatory process by assuming some level of 
storm costs in base rates each year or allow utilities to fund a storm reserve with funds 
collected from ratepayers. We believe these mechanisms are prudent and protect the 
utilities from the burden of extreme weather events, even as these incidents appear to be 
growing in severity and frequency. This is important as utilities are generally expected to 
bear a considerable burden to respond to weather outages to help restore social and 
economic order to the state. The quality of the response is crucial and can mitigate risk 
that has important implications for the regulatory relationship. 

Lastly, as weather-related issues have increased, we see utilities take more proactive 
steps to modernize and harden infrastructure. This trend has contributed to successive 
record levels of capital investments and debt issuance in the sector. In this way, extreme 
weather events are causing companies to revamp their strategies and strategic priorities. 
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Industry developments 
Leveraging and U.S. tax reform pressure credit metrics 

The combination of ratepayers benefiting from lower corporate tax rates and the return of 
accumulated deferred income taxes resulted in lower revenues and pressured the 
industry’s financial measures and credit quality. This was especially true for utilities that 
entered this period with minimal financial cushion at their current rating level. However, 
the extent of the impact varied considerably from company to company depending on 
their unique tax positions. We expect that this trend will linger through 2020 or until the 
rate base sufficiently grows and utilities recover their capital investments in rates. 
Further stressing credit measures is the industry’s continued robust capital investments, 
which remain high and aligned with the utilities’ strategic decisions to invest in grid 
modernization and to reduce emissions. We do not project a significant slowdown in 
capital spending in 2019 or 2020 but expect such spending to be funded in a balanced 
manner. 

Environmental, social, and governance 

S&P Global Ratings incorporates its analysis of environment, social, and governance 
(ESG) risks into its credit ratings. Our ratings can be directly affected when these factors 
are material and visible. Of these three factors, governance is the most common factor 
cited for a ratings change. Recently, Hydro One Ltd. was downgraded because of a 
weakening to its governance structure. Our analysis of utilities’ business risk, financial 
risk, and management and governance will continue to incorporate these ESG risk factors 
in our assessment of credit risk. Some of these factors may include climate change, 
carbon emissions, pollution, effectiveness in terms of maintaining employee and 
community relations, adherence to legal and regulatory requirements, management of 
human capital, safety, and changing consumer behaviors (i.e., distributed generation).  

For example, as climate change has intensified the severity and frequency of wildfires in 
California, environmental factors have become an integral part of our credit analysis of 
electric utilities in the state. We also see ESG as presenting opportunities for utilities to 
demonstrate aptitude in managing social risks, adopting corporate responsibility 
initiatives in key areas such as environmental stewardship, community involvement, 
safety, reliability, and affordability, all of which support their overall ability to effectively 
manage regulatory risk. 

Technological changes are accelerating 

Key technological breakthroughs that may disrupt the utility industry include battery 
storage and renewable energy. The auto industry invests heavily in battery technology, 
which has led to a sharp decrease in the cost of a battery during the current decade. In 
2010, the cost of a battery was about $1,000 per kilowatt hour (kWh) and has 
subsequently decreased by more than 70% to about $200 per KWh. Similarly, the cost of 
solar and wind power has also decreased over the past decade. As these technologies 
continue to become more efficient and their costs decrease, we expect that distributed 
generation, particularly in areas with above-average sun strength, will accelerate, 
possibly pressuring the credit quality of some fully integrated regulated utilities that do 
not proactively address these risks.  

However, the utility industry will also likely benefit from these technological changes. 
Many in the automotive industry are strategically investing in the growth of electric 
vehicles (EV), even though they represent only about 2% of the auto market. This partially 
reflects EVs historical growth rate, which has significantly outpaced the auto industry’s 
overall growth rate. If EVs take hold as anticipated, the utility industry’s sales growth will 
likely improve, partially offsetting conservation. These strategic decisions are consistent 
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with our view that the pace of technological advancements within the utility industry will 
continue to rapidly accelerate.  

Key regulatory developments 

The utility industry’s ability to effectively manage regulatory risk is key to maintaining 
investment-grade ratings. Recent developments in California, South Carolina,  and 
Nevada in the U.S. and in Ontario in Canada, have or may affect the credit quality of those 
utilities operating in these jurisdictions. 

The governor of California recently signed Senate Bill 901 into law. The bill reduces some 
of a utility’s wildfire risk by allowing the California Public Utilities Commission (CPUC) to 
consider a broader range of factors when deciding if costs can be passed onto 
ratepayers, permits the securitization of wildfire liabilities through cost-recovery bonds, 
and mandates the utility to file a wildfire mitigation plan. Although we view this law as 
modestly supportive of credit quality in the short term, we revised the outlooks on the 
largest California electric utilities to negative because the regulation does not address 
the longer-term risks of inverse condemnation. 

In South Carolina, following South Carolina Electric & Gas Co.’s (SCE&G) and Santee 
Cooper’s decisions to abandon construction of two nuclear construction plants, the South 
Carolina General Assembly overrode Gov. Henry McMaster's veto to repeal the Base Load 
Review Act and temporarily reduced SCE&G’s rates by 15% retroactive to April 1, 2018, 
until the commission rules in the company’s proceeding addressing the abandoned 
project. Since the decision to abandon construction of the nuclear units, we downgraded 
SCE&G by two notches and we continue monitor this developing situation. 

After initially passing in 2016, a majority of Nevada voters in November 2018 rejected a 
ballot measure that would have allowed customers to choose their electricity supplier 
beginning in mid-2023. For the ballot initiative to become law, it requires two ballot 
approvals. We assess the voter’s decision to maintain the fully regulated utility model as 
supportive of credit quality, averting many of the unintended consequences that could 
occur when a jurisdiction deregulates. Separately, a ballot initiative to increase 
renewable generation to 50% by 2030 passed the first time and will need to be passed 
again in a second election to become law. If implemented, we expect that the initiative 
would be manageable by the state’s large electric utilities that already have plans to add 
more renewable generation and close down coal-fired power plants. 

Recently in Canada, the Ontario province undermined Hydro One’s governance structure. 
Specifically, the Government of Ontario dismissed Hydro One’s entire board of directors 
and the CEO resigned. The Government then implemented legislation, requiring Hydro 
One's new board of directors to establish a new executive compensation framework for 
the board, CEO, and other executives. The legislation also amended the current Ontario 
Energy Board Act, requiring the Ontario Energy Board to exclude any compensation paid 
to the CEO and other executives from consumer rates. We viewed the government’s 
interference as explicitly weakening Hydro One’s corporate governance and lowered our 
ratings on the company by one notch. 

 

This report does not constitute a rating action. 
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Regulated electric and gas utilities – US

2020 outlook moves to stable on supportive
regulation, weaker but steady credit metrics

We are changing our outlook for the US regulated utility sector to stable from negative as

the industry's funds from operations (FFO)-to-debt ratio stabilizes. The implementation of

more proactive regulatory and financial actions, along with savings mainly related to tax

credits, tax deductions and net operating losses (NOLs), are helping to buoy the sector’s cash

flows following US tax reform.

» FFO-to-debt ratios will hold steady in 2020 but at lower levels. We expect the

utility sector's consolidated FFO-to-debt ratio to hold steady at around 15% to 16% over

the next 12 to 18 months. The elimination of bonus depreciation for regulated utilities

and the refund of excess deferred tax liabilities in the aftermath of the Tax Cuts & Jobs

Act (TCJA) contributed to the deterioration in the industry average FFO-to-debt ratio.

Holding company leverage will remain high, limiting financial flexibility, but we expect

FFO-to-debt to hold steady at the current, lower than historical, levels.

» Customer rates remain steady despite elevated capital spending to grow rate

base. Lower tax rates, a continued focus on operational and maintenance (O&M) cost

savings, as well as low natural gas prices and fuel costs amid a growing penetration of

renewables have created some headroom in rates, allowing utilities to recover their

investments without significant increases in customer bills. Although capital spending

will remain elevated, we expect a modest decline in the ratio of capital expenditures to

depreciation and amortization from historical levels. This will help keep consolidated FFO-

to-debt relatively steady over the next 12 to 18 months.

» State regulators and legislators will remain supportive of utility credit quality. The

regulatory environment remains supportive with mostly credit positive state regulatory

and legislative developments over the course of the past year. Positive initiatives in

several states, largely in the Southeast and Midwest, to offset the impact of tax reform on

utility credit metrics include authorization to amortize regulatory assets and/or increase

authorized equity layers.

» What could change our outlook. We would consider shifting our outlook to positive

if regulation turns more credit-supportive or if the sector's consolidated FFO-to-debt

ratio rises to around 18% on a sustainable basis. We would consider changing our

outlook to negative if weakened cash flow causes the ratio to fall to around 14%. A more

contentious regulatory environment or an increase in leverage within the utility sector’s

capital structure could also change our outlook to negative.
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Industry outlooks reflect our view of fundamental business conditions for an industry over the next 12-18 months. Since outlooks represent

our forward-looking view on business conditions that factor into our ratings, a negative (positive) outlook suggests that negative (positive)

rating actions are more likely on average. However, the industry outlook does not represent a sum of upgrades, downgrades or ratings

under review, or an average of the rating outlooks of issuers in the industry, but rather our assessment of the main direction of business

fundamentals within the overall industry.

FFO-to-debt ratios will hold steady in 2020 but at lower levels
We are changing our outlook on the US regulated utility industry to stable from negative based on our expectation that the industry’s

consolidated FFO-to-debt ratio will hold steady at around 15% to 16% over the next 12 to 18 months. The implementation of more

proactive regulatory and financial initiatives, along with savings mainly related tax credits, tax deductions and net operating losses

(NOLs), are helping to buoy the sector’s cash flows in the aftermath of the TCJA. However, financial flexibility remains limited because

holding company leverage remains high as companies continue to issue debt to fund capital requirements and acquisitions.

We expect parent companies to continue to issue some equity (or securities with equity-like characteristics) but at a more modest

pace compared to last year's new equity issuance of nearly $23 billion, much of it done to offset the impact of tax reform (see

“Regulated electric and gas utilities - North America: Free cash flow and capital allocation: external capital needs to decline in 2019”).

Lower operating expenses will help to mitigate the impact of higher capital spending on customer bills. Keeping revenue requirements

in line with inflation will help utilities maintain a supportive and constructive relationship with regulators.

Exhibit 1

FFO to debt to stabilize at lower levels
Consolidated ratio of FFO to debt for rated US investor-owned utilities
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This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on

www.moodys.com for the most updated credit rating action information and rating history.
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The reduction in deferred tax liabilities following the elimination of bonus depreciation, along with the refund of excess deferred tax

liabilities (particularly the unprotected portion), help to explain the drop in cash flow from operations and the deterioration in FFO-

to-debt in 2018. However, we expect the FFO-to-debt ratio to hold relatively steady over the next 12 to 18 months. Our projection

is based on our expectation of a slight moderation in capital spending and lower deferred income tax liabilities that contribute to a

growing net rate base. Our forecast also considers regulatory actions to increase authorized utility equity layers in several states, which

partially offset the impact of the TCJA.

In addition, many utility holding companies do not expect to be significant federal cash taxpayers over the next 12 to 18 months

mainly because of their existing NOL positions, tax credits (such as production and investment tax credits) and the continuation of tax

deductions. However, the contribution of these tax savings to the utilities’ cash flows will be lower compared to historical levels.

Exhibit 2

Deferred income taxes accounted for only about 3% of utilities' funds from operations in 2018 after averaging nearly 14% during the
preceding eight years
Contribution of deferred income taxes to utilities' combined funds from operations for rated US investor-owned utilities
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Customer rates remain steady despite elevated capital spending
The implementation of the TCJA reduced the tax expenses that are recoverable from ratepayers. These tax savings created revenue

“headroom” in customer bills that utilities use to recover other costs and investments.

We expect a continued focus on lowering costs, including reducing pass-through operational and maintenance costs, excluding those

service territories that are prone to severe events such as wildfires or storms that require enhanced risk mitigation efforts. Low natural

gas prices, the declining importance of coal-fired generation, and the growing proportion of renewable sources in the industry's energy

mix help to explain the low commodity cost component embedded in ratepayers bills.

For vertically integrated utilities, particularly in the Midwest, the retirement of older, less efficient coal-fired power plants is also

reducing their fixed costs; a cost saving that can also be passed through in ratepayers’ bills. At the same time, some states have

authorized subsidies for unregulated, at-risk nuclear plants, which has the potential to erode a portion of the headroom in rates

available to utilities for the recovery of investments and costs related to delivery services (see “Power generation – US: Nuclear zero

emission credits reduce carbon transition risk but change market dynamics”). Keeping at-risk nuclear plants in service helps states avoid

the increase in CO2 emissions that would result if the plants were replaced by fossil-fuel generation. These states are also motivated by

the need for reliable baseload generation and may be sensitive to the political impact of lost jobs.
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Exhibit 3

US residential electricity rates have remained largely stable amid a sharp decline in natural gas prices and a gradual increase in disposable
personal income
Trend in US residential electricity prices, US real disposable personal income per capita and natural gas prices since 2010
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Although capital spending will likely remain elevated over the next 12 to 18 months, we expect a modest decline in the ratio of capital

expenditures to depreciation and amortization from historical levels. Some parent companies continue to pursue or have started to

invest in growing their non-utility operations. The TCJA introduced a new limitation on the deductibility of net interest expense related

to non-regulated operations, a factor that we believe deters parent companies from significantly increasing holding company leverage

to fund these growth opportunities.

Exhibit 4

Utility investments will remain high on an absolute basis, but will moderate relative to depreciation and amortization
Ratio of capital expenditures to total depreciation and amortization expenses for rated US investor-owned utilities
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State regulators and legislators to remain generally credit supportive
State regulatory and legislative developments have been mostly credit positive over the past year, including new legislation supporting

renewable goals, utility recovery mechanisms and continuing initiatives to offset the impact of tax reform on utility credit metrics (see

“Regulated electric and gas utilities – US: Recent regulatory, legislative developments have been largely credit positive”). In addition,

the cost savings discussed above have created headroom in customers’ rates, which is important because it allows the vast majority of

utilities to recover their elevated capital investments without significant opposition from stakeholders.

As long as rates remain generally reasonable and service is reliable, the relationship between the utilities and its stakeholders, including

regulatory agencies, should remain constructive. However, a significant spike in costs or service disruptions can rapidly shift the rapport

between utilities and regulators which can translate into a higher degree of regulatory risk for the utility.

In Maine, Central Maine Power Company's (CMP, A2 stable) constructive relationship with utility regulators has become more uncertain

because of a continuing investigation into its metering and billing practices after customers began receiving higher bills following the

installation of new meters. Although the utility points to colder weather, rather than the new meters, as the primary reason for the

higher bills, the Maine Public Utilities Commission's resolution of CMP's pending rate case has been stayed until completion of the

investigation.

In California, legislators passed a law (Assembly Bill 1054) establishing a wildfire fund to provide the state's investor-owned utilities

with an immediate source of liquidity to cover damages caused by a wildfire ignited by utility equipment. The law also implemented

prudency standards that are more favorable to the utilities and capped the cost disallowance related to wildfire claims to 20% of

the utility's transmission and distribution equity over any three-year period. The new wildfire law was credit positive for the utilities

because it involved the state taking a leading role in managing wildfire liabilities. But the political backlash arising from Pacific Gas

& Electric Company's (PG&E) implementation of public safety power shutoffs to reduce the risk of wildfires illustrates how quickly

unforeseen developments can change the political and regulatory environment, although the risk is highest for PG&E (see “ESG -

California: Public safety power shutoffs highlight links between environmental and social risks” and “Regulated electric utilities –

California: Customer bill credits after power shutoffs signal weakening political support”).

Credit positive developments have included the implementation of new clean energy standards in the state of Washington that

includes the potential for enhanced cost recovery mechanisms that can improve utility financial performance and provides a legal

and regulatory framework to reduce carbon exposure risks. A new law in Nevada gives utility regulators the flexibility to establish

different types of ratemaking plans as an alternative to the currently mandated three-year general rate cycle. These plans could include

such elements as revenue sharing, performance-based rates, decoupling, formula rates, or multiyear rate plans. We view the ability to

employ these nontraditional mechanisms as credit positive.

In Ohio, new legislation codified the ability of the Public Utilities Commission of Ohio to allow FirstEnergy Corp.'s (Baa3 stable) Ohio

subsidiaries to benefit from a decoupling mechanism before their next rate case filing in 2024. This mechanism insulates their cash

flows from power demand volatility. The law also approves subsidies for nuclear plants that are at risk of closing. Positive regulatory

developments also include the enactment of a new law in Florida that requires investor-owned utilities to harden their transmission

and distribution infrastructure while also providing cost recovery. We also see a growing number of jurisdictions, most recently Hawaii

and Maryland, that are proposing a shift to performance-based regulation, which incentivizes utilities to improve cost controls, as well

as administrative efficiency and effectiveness.

At the same time, regulatory uncertainty has increased in a few states. Arizona Public Service Company (A2 stable) was ordered by the

Arizona Corporation Commission to file a rate case by the end of October amid heightened scrutiny of its 2018 rate increase. Duke

Energy Corporation (Baa1 stable) has challenged certain aspects of the South Carolina Public Service Commission's decisions in rate

cases for its operating subsidiaries. And in Missouri, a recent nonbinding vote of the Missouri Public Service Commission on deferring

the operations and maintenance cost savings from the early retirement of Evergy Missouri West Inc.'s (Baa2 stable, formerly KCP&L

Greater Missouri Operations Company) Sibley coal plant in 2018 raises questions about the consistency of the utility's regulation.
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Exhibit 5

Utility regulatory and legislative environments have improved since June 2018
Moody's view of the status of state utility regulation
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During 2019, utilities continued to seek, and regulators have approved, increases in their authorized equity layer to offset the impact of

tax reform. In some instances, the final orders and/or settlement agreements have also resulted in small reductions in their authorized

return on equity (ROE), in the wake of a steeper decline in the average 30-year US Treasury yield. Pending decisions in several open

rate cases, which stakeholders expect before year-end 2019 or in early 2020, will be key for some utility credit metrics going forward.

We see the potential for increased equity layers to mitigate the trend of lower authorized ROE's in the current declining interest rate

environment.

Recent examples of rate case outcomes and/or settlement agreements reached between the utilities and stakeholders that allow for

a significant increase in the utilities' authorized equity ratio include the Illinois Commerce Commission's (ICC) final order in Northern

Illinois Gas Company’s (A2 stable) rate case that allowed an increase in the utility's equity ratio to 54.2% from 52% and authorized

ROE to 9.73% from 9.80%. In Iowa, the terms of Interstate Power and Light Company's (Baa1 negative) settlement with key parties

in its electric rate case also included a 200 basis point increase in its equity ratio to 51% from 49%, while its current allowed ROE is

9.50%, down from 9.60%.

Similarly, as part of their pending rate cases for the 2020-2021 period, WEC Energy Group, Inc's subsidiaries agreed on a slight

reduction in their authorized ROE to 10.2% for Wisconsin Gas LLC (A2 negative; currently: 10.3%) and 10% for Wisconsin Electric

Power Company (WEPCO, A2 stable) and Wisconsin Public Service Corporation (WPSC, A2 stable) from 10.2%. However, the three

utilities also settled to increase their authorized equity layer to 52.5%. The increase is particularly material for Wisconsin Gas because

its current allowed common equity ratio is 49.5%. It is also relevant for sister companies WEPCO and WPSC given their current

authorized equity layers of 51%. The Public Service Commission of Wisconsin's decision on the settlement is expected before year-end.

If approved, the new equity layers would be in line with their peers in the state, such as Northern States Power Company (Wisconsin)

(A2 stable), following the commission's September 2019 interim order approving Northern States' settlement agreement. In California,

the utility regulator's pending cost-of-capital decision could also result in an increase in the authorized equity layers of San Diego Gas

& Electric Company (Baa1 positive), Southern California Gas Company (A1 negative) and Southern California Edison Company (Baa2

stable).
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Exhibit 6

Average authorized equity layers for gas utilities are rising, while average ROEs have declined slightly
Comparison of authorized natural gas utility ROEs and equity layers before and after TCJA, including pending regulatory decisions
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*Dashed line for 2019 shows undecided rate case equity layer.
Sources: S&P Global Market Intelligence and company filings

Exhibit 7

Average authorized equity layers for electric utilities are also climbing, while average ROEs have declined slightly
Comparison of authorized electric utility ROEs and equity layers before and after TCJA implementation, including pending regulatory decisions
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The average equity layer is distorted because in some states (such as Arkansas, Florida, Michigan and Indiana) the definition of the authorized regulatory equity layer differs significantly

from the definition of equity layer applied in other states, resulting in regulatory equity layers well below 50%.

*Dashed line for 2019 shows undecided rate case equity layer.
Sources: S&P Global Market Intelligence and company filings

What could change our outlook
We would consider shifting our outlook to positive if regulation turns more credit-supportive or if the sector's consolidated FFO-to-

debt ratio rises to around 18% on a sustainable basis. We would consider changing our outlook to negative if weakened cash flow

causes the ratio to fall to around 14%. A more contentious regulatory environment or an increase in leverage within the utility sector’s

capital structure could also change our outlook to negative.
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Environmental, social and governance considerations for regulated utilities

Environmental

North American regulated electric and gas utilities are well positioned to benefit from carbon transition risk. Although the sector is one of

the largest producers of CO2 emissions, it is also reducing its CO2 emissions by about 532 million tons by 2030, which would be equivalent

to 10% of total US CO2 emissions in 2018 (see “Electric utilities and power producers – US: Power companies on pace to reduce CO2

emissions”). So far, large-scale closures of coal-fired plants have not created material stranded assets because most of the retired plants were

older and less efficient, with little remaining book value. The sector exposure to stranded asset risk could rise but US regulators have a strong

track record of allowing utilities to recover the undepreciated costs of their authorized rate base. Utilities operating newer, more efficient coal

plants are less likely to pursue early retirements because the plants are still needed when growing renewable production is unavailable (see

“Regulated Electric and Gas Utilities - US: Renewable generation transition unlikely to create significant stranded asset risk”).

The sector is exposed to high levels of physical risks associated with climate change. Wildfires in California are the most pronounced example,

but the increasing severity of floods, droughts and storms can also damage a utility’s infrastructure. Regulators generally allow extraordinary

recovery provisions in storm-prone states, including securitization structures for storm cost recovery. In addition a growing number of states

are authorizing securitization structures to recover costs related to the early retirement of coal-fired plants. We remain focused on the

willingness of customers to finance these costs.

Social

From a social perspective, risks related to product disclosure and labeling are low, with the exception of green electricity. There is a moderate

risk of boycotts and customer activism in the form of objections to pipelines and transmission lines, as well as social implications as a result

of rate increases. Human capital risk is moderate, as is labor relations risk. Although the utility industry is heavily unionized, this has not been

an issue for utility companies. Labor retention risk is moderate because utility skills are generally not difficult to acquire, though nuclear plants

require specialized skills and the workforce is aging. In common with other sectors, white males dominate management, though the sector has

largely avoided lawsuits or controversies to date.

Working with gas and electricity can be dangerous, and there have been regular injuries and fatalities. Ongoing health issues are moderate

because exposure to an industrial environment can affect human health over time. Government regulations in respect of worker health and

safety are extensive, while the safety and reliability of utility services are very important to customers. Supply chain risk is moderate because

companies depend on fuel supplies and natural resources, as well as suppliers of equipment such as transformers. Maintaining good customer

relationships is important to utilities because this affects how the public perceives them, as well as the regulatory treatment they receive.

Demand for distributed generation and renewable energy is increasing, while the younger generation is more attuned to demand response

technology and clean energy. Social policy agenda risk is moderate because energy policy initiatives are often implemented through utility

operations. (See “ESG – Global: Heat map: Social considerations pose high credit risk for 14 sectors, $8 trillion debt.”)

Governance

From a corporate governance perspective, publicly traded North American utilities and power companies show generally credit-friendly

governance characteristics. Around 56% out of the 50 North American utilities in our sample group received a governance assessment

(GA) score of GA-1, indicating corporate governance characteristics and disclosures that are closely aligned with what we define as a credit

friendly benchmark. The vast majority of the rest of the companies were assigned a score of GA-2. The bulk of the utility groups have broadly

diversified share ownership, with the sole exception being Avangrid, which is 81.6% controlled by Iberdrola. Avangrid was the only utility to

receive a score of GA-3. (See “Utilities and power companies – North America: Corporate governance assessments show generally credit-

friendly characteristics.”)
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Appendix

Exhibit 8

Holding companies
Data for the most recent 12-month period available ($ millions)

Issuer Rating and Outlook CFO Total Debt CFO/Debt Capex Dividend

Berkshire Hathaway Energy Company A3 Stable $6,270 $42,152 14.9% -$6,347 $0

Pinnacle West Capital Corporation A3 Stable $1,315 $6,140 21.4% -$1,083 $319

Alliant Energy Corporation Baa1 Negative $503 $7,188 7.0% -$1,586 $315

Sempra Energy Baa1 Negative $3,524 $27,673 12.7% -$3,592 $1,142

WGL Holdings, Inc. Baa1 Negative $52 $2,768 1.9% -$549 $113

NextEra Energy, Inc. Baa1 Stable $6,863 $41,010 16.7% -$12,151 $2,396

OGE Energy Corp. Baa1 Stable $719 $3,585 20.1% -$606 $288

ALLETE, Inc. Baa1 Stable $372 $1,723 21.6% -$426 $118

Ameren Corporation Baa1 Stable $2,232 $10,235 21.8% -$2,363 $467

American Electric Power Company, Inc. Baa1 Stable $5,160 $28,552 18.1% -$6,302 $1,309

Avangrid, Inc. Baa1 Stable $1,627 $8,197 19.9% -$2,338 $606

CMS Energy Corporation Baa1 Stable $1,741 $12,002 14.5% -$2,086 $426

Consolidated Edison, Inc. Baa1 Stable $3,416 $22,698 15.1% -$3,810 $880

Duke Energy Corporation Baa1 Stable $7,616 $61,494 12.4% -$11,209 $2,587

Eversource Energy Baa1 Stable $2,116 $16,303 13.0% -$2,659 $647

IDACORP, Inc. Baa1 Stable $453 $2,260 20.1% -$264 $126

Public Service Enterprise Group Incorporated Baa1 Stable $3,049 $16,672 18.3% -$3,445 $930

Southwest Gas Holdings, Inc. Baa1 Stable $610 $2,860 21.3% -$931 $108

UNS Energy Corporation Baa1 Stable $490 $2,280 21.5% -$553 $105

WEC Energy Group, Inc. Baa1 Stable $2,269 $12,222 18.6% -$2,064 $735

Xcel Energy Inc. Baa1 Stable $3,059 $19,243 15.9% -$3,768 $758

Black Hills Corporation Baa2 Stable $474 $3,249 14.6% -$620 $115

CenterPoint Energy, Inc. Baa2 Stable $1,600 $15,660 10.2% -$2,136 $581

Dominion Energy, Inc. Baa2 Stable $4,637 $44,377 10.4% -$4,420 $2,599

DTE Energy Company Baa2 Stable $2,739 $15,886 17.2% -$2,988 $734

Entergy Corporation Baa2 Stable $2,552 $21,708 11.8% -$4,281 $672

Evergy, Inc. Baa2 Stable $1,810 $10,733 16.9% -$1,231 $482

Exelon Corporation Baa2 Stable $7,865 $41,673 18.9% -$7,541 $1,380

NiSource Inc. Baa2 Stable $663 $9,882 6.7% -$1,861 $310

Otter Tail Corporation Baa2 Stable $170 $747 22.7% -$116 $54

PPL Corporation Baa2 Stable $2,809 $23,370 12.0% -$3,217 $1,183

Southern Company (The) Baa2 Stable $7,359 $46,185 15.9% -$8,594 $3,800

Spire Inc. Baa2 Stable $431 $3,006 14.3% -$781 $117

TECO Energy, Inc. Baa2 Stable $998 $4,462 22.4% -$1,273 $0

Cleco Corporate Holdings LLC Baa3 Stable $373 $3,392 11.0% -$292 $31

Duquesne Light Holdings, Inc. Baa3 Stable $228 $2,812 8.1% -$348 $25

Edison International Baa3 Stable $2,605 $19,543 13.3% -$4,584 $854

FirstEnergy Corp. Baa3 Stable $2,686 $23,523 11.4% -$2,843 $796

IPALCO Enterprises, Inc. Baa3 Stable $359 $2,731 13.1% -$235 $140

PNM Resources, Inc. Baa3 Stable $493 $3,338 14.8% -$575 $89

Puget Energy, Inc. Baa3 Stable $576 $6,721 8.6% -$1,072 $58

DPL Inc. Ba1 Stable $211 $1,515 14.0% -$116 $0

List excludes intermediate holding companies unless the ultimate parent company is excluded from the holding company peer group (e.g. AES Corporation) or is domiciled outside of the

US.
Source: Moody's Investors Service
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Exhibit 9

Vertically integrated operating companies
Data for the most recent 12-month period available ($ millions)

Issuer Rating and Outlook CFO Total Debt CFO/Debt Capex Dividends

Alabama Power Company A1 Stable $1,982 $8,396 23.6% -$2,198 $820

Duke Energy Carolinas, LLC A1 Stable $2,872 $12,003 23.9% -$3,048 $250

Florida Power & Light Company A1 Stable $4,996 $14,328 34.9% -$5,026 $1,900

Madison Gas and Electric Company A1 Stable $144 $578 24.9% -$191 $20

MidAmerican Energy Company A1 Stable $1,301 $6,450 20.2% -$2,512 $0

Wisconsin Power and Light Company A2 Negative $429 $2,422 17.7% -$461 $142

Arizona Public Service Company A2 Stable $1,231 $5,670 21.7% -$1,083 $349

Consumers Energy Company A2 Stable $1,702 $7,164 23.8% -$1,971 $559

DTE Electric Company A2 Stable $1,755 $8,312 21.1% -$2,251 $478

Duke Energy Indiana, LLC. A2 Stable $1,105 $4,258 25.9% -$915 $100

Duke Energy Progress, LLC A2 Stable $1,829 $9,639 19.0% -$2,645 $175

Gulf Power Company A2 Stable $240 $1,654 14.5% -$466 $76

Northern States Power Company (Minnesota) A2 Stable $1,405 $5,515 25.5% -$1,242 $450

Northern States Power Company (Wisconsin) A2 Stable $171 $900 19.0% -$193 $101

Virginia Electric and Power Company A2 Stable $2,699 $14,006 19.3% -$2,305 $396

Wisconsin Electric Power Company A2 Stable $868 $5,705 15.2% -$573 $401

Wisconsin Public Service Corporation A2 Stable $340 $1,616 21.0% -$437 $140

Black Hills Power, Inc. A3 Stable $85 $403 21.1% -$96 $10

Cleco Power LLC A3 Stable $301 $1,579 19.0% -$279 $50

Duke Energy Florida, LLC. A3 Stable $1,272 $8,308 15.3% -$1,823 $75

Idaho Power Company A3 Stable $381 $2,260 16.9% -$264 $126

Indiana Michigan Power Company A3 Stable $743 $3,376 22.0% -$706 $98

Kentucky Utilities Co. A3 Stable $658 $2,678 24.6% -$611 $201

Louisville Gas & Electric Company A3 Stable $488 $2,146 22.7% -$494 $146

Oklahoma Gas & Electric Company A3 Stable $571 $3,345 17.1% -$605 $185

Otter Tail Power Company A3 Stable $128 $595 21.6% -$92 $44

PacifiCorp A3 Stable $1,748 $7,896 22.1% -$1,583 $275

Portland General Electric Company A3 Stable $610 $2,863 21.3% -$604 $129

Public Service Company of Colorado A3 Stable $1,050 $5,497 19.1% -$1,397 $394

Public Service Company of Oklahoma A3 Stable $337 $1,579 21.3% -$275 $36

Southern Indiana Gas & Electric Company A3 Stable $107 $758 14.1% -$257 $29

Tampa Electric Company A3 Stable $781 $3,070 25.4% -$1,182 $342

Tucson Electric Power Company A3 Stable $425 $1,870 22.7% -$476 $85

Interstate Power and Light Company Baa1 Negative $56 $3,142 1.8% -$1,035 $163

San Diego Gas & Electric Company Baa1 Positive $1,581 $7,002 22.6% -$1,412 $250

ALLETE, Inc. Baa1 Stable $372 $1,723 21.6% -$426 $118

Appalachian Power Company Baa1 Stable $828 $4,636 17.9% -$790 $180

Duke Energy Kentucky, Inc. Baa1 Stable $167 $697 23.9% -$258 $0

Empire District Electric Company (The) Baa1 Stable $243 $908 26.7% -$153 $80

Entergy Arkansas, LLC Baa1 Stable $378 $4,006 9.4% -$686 $208

Entergy Louisiana, LLC Baa1 Stable $1,297 $7,868 16.5% -$1,897 $174

Entergy Mississippi, LLC Baa1 Stable $392 $1,759 22.3% -$402 $11

Evergy Metro, Inc. Baa1 Stable $701 $3,452 20.3% -$420 $125

Georgia Power Company Baa1 Stable $2,884 $13,385 21.5% -$3,566 $1,496

Indianapolis Power & Light Company Baa1 Stable $375 $1,856 20.2% -$235 $160

Nevada Power Company Baa1 Stable $637 $2,860 22.3% -$364 $95
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Issuer Rating and Outlook CFO Total Debt CFO/Debt Capex Dividends

Northern Indiana Public Service Company Baa1 Stable $690 $2,527 27.3% -$691 $50

Puget Sound Energy, Inc. Baa1 Stable $658 $4,739 13.9% -$1,016 $154

Sierra Pacific Power Company Baa1 Stable $203 $1,195 17.0% -$218 $46

Union Electric Company Baa1 Stable $1,198 $4,664 25.7% -$1,005 $428

Hawaiian Electric Company, Inc. Baa2 Positive $432 $2,121 20.4% -$453 $104

Mississippi Power Company Baa2 Positive $571 $1,677 34.0% -$212 $1

Avista Corp. Baa2 Stable $340 $2,297 14.8% -$443 $100

El Paso Electric Company Baa2 Stable $261 $1,642 15.9% -$273 $60

Evergy Missouri West, Inc. Baa2 Stable $351 $1,197 29.3% -$149 $40

Monongahela Power Company Baa2 Stable $326 $1,822 17.9% -$276 $154

NorthWestern Corporation Baa2 Stable $279 $2,323 12.0% -$315 $113

Public Service Company of New Mexico Baa2 Stable $375 $1,956 19.2% -$311 $78

Southwestern Electric Power Company Baa2 Stable $471 $2,989 15.8% -$403 $67

Southwestern Public Service Company Baa2 Stable $415 $2,573 16.1% -$908 $209

Dominion Energy South Carolina, Inc. Baa3 Positive $731 $4,281 17.1% -$404 $47

Entergy Texas, Inc. Baa3 Positive $350 $1,952 17.9% -$686 $0

Alaska Electric Light and Power Company(AELP) Baa3 Stable $13 $136 9.7% -$6 $11

Kentucky Power Company Baa3 Stable $100 $988 10.1% -$142 $5

Entergy New Orleans, LLC. Ba1 Stable $171 $617 27.7% -$213 $9

Source: Moody's Investors Service
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Exhibit 10

Transmission and distribution operating companies
Data for the most recent 12-month period available ($ millions)

Issuer Rating and Outlook CFO Total Debt CFO/Debt Capex Dividends

NSTAR Electric Company A1 Stable $873 $3,630 24.0% -$793 $250

Ohio Power Company A2 Stable $950 $2,601 36.5% -$806 $198

PECO Energy Company A2 Stable $812 $3,299 24.6% -$889 $197

Public Service Electric and Gas Company A2 Stable $1,920 $10,336 18.6% -$2,698 $0

Oncor Electric Delivery Company LLC A2 Stable* $1,371 $9,952 13.8% -$1,917 $351

CenterPoint Energy Houston Electric, LLC A3 Negative $912 $5,234 17.4% -$995 $186

Ohio Edison Company A3 Positive $453 $1,208 37.5% -$186 $50

Pennsylvania Power Company A3 Positive $81 $242 33.4% -$47 $20

Ameren Illinois Company A3 Stable $824 $3,759 21.9% -$1,212 $3

Narragansett Electric Company A3 Stable $147 $205 71.6% -$136 $0

Boston Gas Company A3 Stable $231 $583 39.7% -$171 $0

Massachusetts Electric Company A3 Stable $207 $537 38.5% -$196 $0

Niagara Mohawk Power Corporation A3 Stable $938 $3,038 30.9% -$435 -$1

New York State Electric and Gas Corporation A3 Stable $398 $1,549 25.7% -$596 $0

Metropolitan Edison Company A3 Stable $276 $1,073 25.7% -$165 $130

Duquesne Light Company A3 Stable $360 $1,413 25.5% -$330 $93

Baltimore Gas and Electric Company A3 Stable $807 $3,449 23.4% -$1,097 $216

Rochester Gas & Electric Corporation A3 Stable $271 $1,185 22.9% -$321 $0

PPL Electric Utilities Corporation A3 Stable $878 $3,925 22.4% -$1,161 $383

West Penn Power Company A3 Stable $221 $1,032 21.4% -$265 $55

Central Hudson Gas & Electric Corporation A3 Stable $133 $710 18.7% -$212 $0

Commonwealth Edison Company A3 Stable $1,822 $10,004 18.2% -$2,066 $487

Consolidated Edison Company of New York, Inc. A3 Stable $3,039 $16,804 18.1% -$3,355 $879

Connecticut Light and Power Company (The) A3 Stable $687 $3,885 17.7% -$878 $278

Texas-New Mexico Power Company A3 Stable $122 $702 17.4% -$235 $46

Public Service Company of New Hampshire A3 Stable $224 $1,834 12.2% -$262 $233

Electric Transmission Texas, LLC Baa1 Negative $181 $1,509 12.0% -$81 $125

Jersey Central Power & Light Company Baa1 Positive $297 $1,982 15.0% -$327 $40

Toledo Edison Company Baa1 Stable $123 $421 29.1% -$44 $115

Pennsylvania Electric Company Baa1 Stable $357 $1,378 25.9% -$168 $130

United Illuminating Company Baa1 Stable $287 $1,132 25.3% -$250 $0

Orange and Rockland Utilities, Inc. Baa1 Stable $220 $1,007 21.8% -$222 $11

Delmarva Power & Light Company Baa1 Stable $317 $1,631 19.4% -$368 $126

Unitil Energy Systems, Inc. Baa1 Stable $22 $130 17.2% -$31 $4

Fitchburg Gas & Electric Light Company Baa1 Stable $22 $129 17.1% -$30 $3

AEP Texas Inc. Baa1 Stable $715 $4,342 16.5% -$1,303 $0

Atlantic City Electric Company Baa1 Stable $228 $1,426 16.0% -$398 $64

Potomac Electric Power Company Baa1 Stable $432 $2,980 14.5% -$675 $191

Dayton Power & Light Company Baa2 Stable $225 $656 34.3% -$111 $170

Potomac Edison Company (The) Baa2 Stable $158 $631 25.0% -$122 $40

Cleveland Electric Illuminating Company (The) Baa2 Stable $269 $1,546 17.4% -$132 $220

*senior secured rating
Source: Moody's Investors Service
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Exhibit 11

Local distribution operating companies
Data for the most recent 12-month period available ($ millions)

Issuer Rating and Outlook CFO Total Debt CFO/Debt Capex Dividend

New Jersey Natural Gas Company Aa3 Negative* $97 $855 11.3% -$319 $0

Southern California Gas Company A1 Negative $978 $4,684 20.9% -$1,433 $51

Spire Missouri Inc. A1 Stable $304 $1,351 22.5% -$351 $38

Wisconsin Gas LLC A2 Negative $117 $686 17.1% -$176 $80

Washington Gas Light Company A2 Negative -$32 $1,565 -2.1% -$479 $94

Atmos Energy Corporation A2 Positive $919 $3,895 23.6% -$1,600 $237

UGI Utilities, Inc. A2 Stable $301 $1,168 25.8% -$379 $20

Spire Alabama Inc. A2 Stable $130 $548 23.7% -$168 $25

North Shore Gas Company A2 Stable $35 $160 21.6% -$63 $0

Peoples Gas Light and Coke Company A2 Stable $281 $1,429 19.6% -$497 $0

ONE Gas, Inc A2 Stable $340 $1,764 19.3% -$407 $101

Northern Illinois Gas Company A2 Stable $264 $1,458 18.1% -$781 $0

South Jersey Gas Company A3 Negative $152 $1,125 13.5% -$251 $0

Public Service Co. of North Carolina, Inc. A3 Negative $97 $755 12.8% -$193 $35

Connecticut Natural Gas Corporation A3 Positive $68 $267 25.7% -$80 $0

KeySpan Gas East Corporation A3 Stable $254 $510 49.7% -$122 $0

Colonial Gas Company A3 Stable $62 $124 49.7% -$24 $0

Brooklyn Union Gas Company, The A3 Stable $444 $1,039 42.7% -$177 $125

Boston Gas Company A3 Stable $231 $583 39.7% -$171 $0

Indiana Gas Company, Inc. A3 Stable $148 $474 31.3% -$183 $54

Berkshire Gas Company A3 Stable $18 $74 24.1% -$23 $0

DTE Gas Company A3 Stable $382 $1,679 22.7% -$470 $117

Southern Connecticut Gas Company A3 Stable $68 $319 21.4% -$106 $0

UNS Gas, Inc. A3 Stable $18 $103 17.6% -$25 $0

Southwest Gas Corporation A3 Stable $420 $2,397 17.5% -$765 $90

Piedmont Natural Gas Company, Inc. A3 Stable $329 $2,428 13.6% -$864 $0

Questar Gas Company A3 Stable $80 $887 9.0% -$195 $0

CenterPoint Energy Resources Corp. Baa1 Positive $523 $2,423 21.6% -$731 $252

Northwest Natural Gas Company Baa1 Stable $182 $1,087 16.7% -$207 $39

SEMCO Energy, Inc. Baa1 Stable $146 $454 32.1% -$105 $18

Northern Utilities, Inc. Baa1 Stable $52 $198 26.1% -$66 $10

Southern Company Gas Capital Baa1 Stable $889 $6,156 14.4% -$1,325 $468

Yankee Gas Services Company Baa1 Stable $47 $691 6.9% -$183 $78

PNG Companies LLC Baa2 Positive $238 $1,397 17.0% -$298 $89

*Senior secured rating
Source: Moody's Investors Service
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Moody’s related publications

Sector In-Depth

» Electric utilities and power producers – US: Power companies on pace to reduce CO2 emissions, September 2019

» Utilities and power companies – North America: Corporate governance assessments show generally credit-friendly characteristics,

September 2019

» Regulated electric and gas utilities – US: Recent regulatory, legislative developments have been largely credit positive, September

2019

» Regulated electric and gas utilities - North America: Free cash flow and capital allocation: external capital needs to decline in 2019,

August 2019

» Regulated electric utilities – US: FAQ on the credit implications of California's new wildfire law, August 2019

» Power generation – US: Nuclear zero emission credits reduce carbon transition risk but change market dynamics, June 2019

» Power generation – US: FAQ on the economics of renewable energy, battery storage and fossil-fuel power plants, June 2019

» Electric and Gas Utilities - US: California utilities struggle with inverse condemnation exposure, April 2019

» Regulated Electric & Gas Utilities - US: Capital expenditures will remain high, thanks to regulatory recovery mechanisms that

provide timely recovery, December 2018

» Regulated Electric and Gas Utilities - US: Climate-related disclosures by four major utilities vary in both depth and scope, December

2018

» Regulated Electric & Gas Utilities - US: LDC Utilities Exposed to Operational Hazards, But Sector Still Viewed as Low Risk,

November 2018

» Regulated Electric and Gas Utilities - US: Renewable generation transition unlikely to create significant stranded asset risk,

November 2018

» Regulated electric and gas utilities - US: Cyber risk is on the rise, but the likelihood of government relief is high, September 2018

» Power generation - US: Coal, nuclear plant closures continue CO2 decline but power market impact muted, June 2018

Sector Comments

» Regulated electric utilities – California: Customer bill credits after power shutoffs signal weakening political support, October 2019

» ESG - California: Public safety power shutoffs highlight links between environmental and social risks, October 2019

» Regulated electric utilities – US: Proposed California wildfire risk legislation is credit positive but questions remain, July 2019

» Regulated electric utilities – US: New Florida law requiring storm-hardening measures is credit positive for utilities, July 2019

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this

report and that more recent reports may be available. All research may not be available to all clients.
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Utilities, Power & Gas 

North America 

Outlook │ December 4, 2019 Fitchratings.com/Outlooks  1 

Constructive Regulation Supports Recovery in Credit Metrics 

Fitch’s Sector Outlook: Stable 
Fitch Ratings’ stable outlook embeds an expectation that sector credit metrics will begin to 
stabilize in 2020, driven by an increase in FFO after the record capex in 2019 and conclusion 
of a majority of tax reform-related refunds. Low commodity prices and interest rates, O&M 
cost savings, in part due to the ongoing transition to cleaner generation mix, and tax refunds 
are providing ample headroom to utilities to seek recovery for capital investments without 
undue pressure on customer bills.  

We expect utility capex to remain elevated in 2020. Much of this is driven by investments in grid 
modernization and resiliency, renewable generation, and natural gas pipeline replacement and 
safety, all of which are consistent with public policy goals and garner wide regulatory support. 

Rating Outlook: Stable  
With approximately 88% of ratings on Stable Outlook, we expect limited rating movement in 
2020. Unforeseen deterioration in state regulation is nevertheless always a rating risk, as borne 
out by the Negative Outlooks for Arizona Public Service Co. and NorthWestern Corporation. 
Georgia Power Co.’s Negative Outlook highlights the execution challenges with construction of 
complex projects. Rating pressure could manifest for those developing other large projects, such 
as offshore wind, interstate natural gas pipelines and liquefied natural gas terminals.  

Finally, the Negative Watch on DTE Energy Company is a reminder that debt-financed M&A 
remains an event risk with sustained easy monetary conditions. An upgrade of Vistra Energy 
Corp. to ‘BB+’ is likely if management executes on its deleveraging goals. 

Rating Distribution Weighting: Investment Grade 
Median Issuer Default Ratings (IDRs) for electric and gas utilities should remain on the cusp 
of ‘BBB+’ and ‘A–’. Long-term debt instrument ratings for Fitch’s universe of regulated 
utilities carry investment-grade ratings, indicative of the industry’s strong credit profile. 
Median IDRs for parent holding companies should remain at ‘BBB+’. 

Shalini Mahajan, Managing Director 

“Fitch forecasts a broadly stable regulatory environment for 
electric and gas utilities in 2020. Continued low commodity prices 
and financing costs, tax refunds and O&M cost reduction are 
expected to keep customer bill increases manageable despite 
high capex and modest sales growth. Fitch expects elevated 
leverage metrics to stabilize in 2020 as utilities digest the full 
impact of The Tax Cut and Jobs Act of 2017 (TCJA) and holding 
companies remain focused on prudent balance sheet 
management.” 

Fitch Ratings 2020 Outlook: North American Utilities, Power & Gas 

What to Watch 

• Outcomes of federal and state elections in the U.S.

• Adoption of aggressive clean energy goals by states.

• Shift from cost of service to performance-based regulation.

• M&A activity, albeit at a slower pace.

• Trends in battery storage and electrification of transportation.

• Wider application of environmental, social and governance (ESG) principles.
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Sector Forecast — Leverage Trend: Stabilizing 
Median leverage metrics for the sector steadily deteriorated since 2014 due to debt-funded 
M&A and the adverse impact of TCJA. A significant increase in capex in 2019 compounded 
the weakness. Fitch expects median FFO-adjusted leverage to stabilize around 4.8x in 2020 
as utilities absorb the impact of tax refunds and see a rebound in FFO from growth 
investments.  

High parent-level debt continues to be a concern, though some holding companies made 
significant efforts to deleverage in 2019 by selling assets and issuing equity. FFO fixed-
charge coverage metrics remain robust for the sector and there is adequate headroom to 
absorb a moderate rise in interest rates. Debt maturities are well spread out. 

Sector Forecast — Cash Flow Generation: Improved Predictability 
Cash flow predictability improved significantly over the years, aided by periodic rate-
adjustment mechanisms, multiyear rate plans and a higher proportion of fixed charges in 
tariffs. Fitch expects these trends to continue in 2020, reducing regulatory lag between 
authorized and earned ROEs.  

Increased implementation of cost-adjustment mechanisms reduces the need for utilities to 
seek large base rate increases, which can be controversial and draw political scrutiny. 
However, a persistent decline in interest rates could resume the fall in authorized ROEs, 
which in the U.S. began to stabilize in 2019 around a median of 9.6%.  

Sector Forecast — Liquidity Position: Generally Strong 
Fitch expects regulated utilities’ and parent holding companies’ liquidity to remain strong. 
The companies maintain large credit lines and benefit from unfettered access to capital 
markets. For competitive generators, robust FCF generation supports liquidity. 

Potential Disrupting Factor: Aggressive Clean Energy Goals and Alternative 
Regulation 

In the absence of strong federal leadership on carbon emissions reduction in the U.S., many 
states are forging their own paths to address climate issues, and are setting aggressive 
renewable and clean energy goals. With competing Green New Deal proposals, climate change 
has also become a major issue in the 2020 presidential elections. The path to achieving these 
mandates and the ultimate impact on customer bills is unknown at this time. Fitch is concerned 
certain state mandates provide for no cost caps or appropriate off-ramps to protect customers 
from a material increase in utility bills. Future changes in technology, and long lead times and 
high capex associated with certain technologies, such as offshore wind, are additional concerns.  

The move to alternative forms of regulation is picking up steam. To accommodate fast-growing 
distributed energy resources and more aggressive renewable goals, more than one-third of U.S. 
states are considering moving to performance-based rating making (PBR) mechanisms. PBR 
has been prevalent in Canadian provinces for some time. Depending upon what form it takes, 
this can break the link between utility earnings and capital investment and customer usage, and 
instead align utility incentives with optimizing operations and improving efficiency. 
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Sector Fundamentals — Weak Customer Usage 
Fitch expects total retail electric sales to grow between 0.0% and 0.5% in 2020 as energy-
efficiency initiatives, demand-side management, and to a small extent, growing distributed 
generation continue to restrain retail sales growth. After a strong 2018, residential and 
commercial sales declined YTD, in part driven by unfavorable weather. Industrial sales 
slowed in tandem with U.S. GDP growth slowing. Export-oriented industries were hurt by 
the strong dollar and uncertainty created by trade wars.  

Sector Fundamentals — Elevated Capex 
According to Edison Electric Institute (EEI), industry capex is on pace to hit a record  
$136 billion in 2019. In contrast with 2018, when estimates were revised down by 6% as 
utilities curtailed capex to preserve creditworthiness in the face of tax reform, 2019 capex 
estimates were revised upward by 16%. This coupled with historically low interest rates 
resulted in record debt issuance by utilities in 2019.  

Fitch expects industry capex to moderate somewhat in 2020 based on announced plans, but 
2020 industry capex estimates are 20% higher than EEI estimates one year ago. Higher than 
expected capex and/or widening of regulatory lag is likely to put pressure on credit metrics. 

Sector Fundamentals — Muted Outlook for Wholesale Power Prices 
We tempered our forward price expectations across most competitive power markets given 
our outlook for muted power demand, increased supply from natural gas and renewables 
new build, and persistently low natural gas prices. In PJM, state support for at-risk nuclear 
capacity is undermining the competitiveness of the capacity construct and led to 
postponement of the capacity auction, creating near-term uncertainty.  

We have a favorable view of power prices in ERCOT. Scarcity pricing witnessed in August 
and September is symptomatic of tight supply and we expect such conditions to recur, 
offering upside to power generators with exposure to this market.  

Sector Fundamentals — ESG Relevance Scores 
Analysis of Fitch’s ESG Relevance Scores indicates North American electric and gas utilities 
are managing exposure to various ESG elements well, so these are not a credit issue for 
most issuers. Only 4% of the approximately 150 North American utility issuers rated by 
Fitch had either one or more ‘4’ or ‘5’ scores. A Relevance Score of ‘4’ indicates the ESG risk 
is either an emerging risk or a contributing factor to the credit decision, while a score of ‘5’ 
indicates the ESG risk itself drove a rating change. 

Social elements seem to be affecting utility ratings the most. Elevated social risks include 
customer welfare and product safety for NiSource Inc., which is facing heightened financial and 
regulatory risk due to gas pipeline explosions in its service territory. Exposure to social impact is a 
risk for both Duke Energy Corporation and Dominion Energy, Inc., given environmental groups’ 
opposition to their natural gas pipeline projects leading to construction delays and cost increases. 

Elevated environmental risks include waste and hazardous materials management for Duke, 
which is facing uncertainty regarding timely recovery of its ongoing coal ash remediation 
costs. Exposure to environmental impact is a risk faced by the California investor-owned 
utilities given the increased frequency and size of catastrophic wildfires. 
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Appendix 

Key Rating Triggers for Select Issuers on Watch, Positive or Negative Outlook 

Issuer IDR 
Outlook/ 
Watch 

Adjusted Debt/ 
EBITDA 2019F (x)  

FFO-Adjusted 
Leverage 2019F (x) Key Downgrade Trigger Key Upgrade Trigger 

DTE Energy Company BBB+ Rating 
Watch 
Negative 

5.6 5.1 Sustained FFO-adjusted leverage > 4.7x. While not anticipated at this time given the sizable 
capital program and elevated leverage, sustained FFO-
adjusted leverage < 4.0x. 

Georgia Power 
Company 

BBB+ Negative 3.6 4.0 Material cost and/or schedule overruns for Vogtle 3 and 4 
units, further increases to project costs not recoverable 
from ratepayers, cancellation of project and FFO-adjusted 
leverage > 4.5x on a sustained basis. 

Not anticipated at this time. 

Mississippi Power 
Company 

BBB Positive 3.5 4.7 Sustained FFO-adjusted leverage > 5.0x. Sustained FFO-adjusted leverage of 4.0x or better. 

NorthWestern 
Corporation 

BBB+ Negative 5.2 5.1 FFO-adjusted leverage to exceed 5.0x by 2020. The Rating Outlook could be revised to Stable if Fitch 
were to expect FFO-adjusted leverage to maintain 
below 5.0x by 2020. 

Pinnacle West  
Capital Corp. 

A– Negative 3.9 4.2 Sustained FFO-adjusted leverage > 4.5x. Sustained FFO-adjusted leverage of 3.5x or better. 

Dominion Energy  
South Carolina, Inc. 

BBB Positive 3.3 3.4 Sustained FFO-adjusted leverage > 5.5. Successful outcome in 2020 rate case and sustained 
FFO-adjusted leverage < 4.5x. 

The Southern Company BBB+ Negative  5.1 5.3 Inability to bring down the FFO-adjusted leverage to below 
5.3x on a sustainable basis. Once the Vogtle units are 
operational, Fitch would expect The Southern Company to 
maintain FFO-adjusted leverage between 4.7x and 5.0x. 

Enhanced pace of deleveraging such that FFO-
adjusted leverage sustains at or below 4.7x. 

Vistra Energy Corp. BB Positive 3.2 3.3 Gross debt/EBITDA above 3.5x on a sustainable basis. Execution of deleveraging as per management’s stated 
goal such that gross debt to EBITDA is below 3.0x on a 
sustainable basis. 

IDR – Issuer Default Rating. F – Forecast. 
Source: Fitch Ratings. 
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American Transmission Co.

Business Risk: EXCELLENT

Vulnerable Excellent

Financial Risk: INTERMEDIATE

Highly leveraged Minimal

a+ a+ a+

Anchor Modifiers Group/Gov't

Issuer Credit Rating

A+/Stable/A-1

Credit Highlights

Overview

Key strengths Key risks

Formulaic, forward-looking rate-setting structure under the Federal Energy Regulatory
Commission (FERC) supports American Transmission Co.'s (ATC's) effective management
of regulatory risk.

ATC faces third-party challenges, and FERC could
pressure the company's authorized return on equity.

ATC is in the higher half of the excellent business risk profile category compared with
peers.

We project negative discretionary cash flow for ATC,
largely due to its elevated capital spending plan.

ATC has relatively low operating risk.

We expect American Transmission Co. (ATC) to effectively manage regulatory risk, supporting our assessment of its

excellent business risk profile. This reflects the company's essential transmission operations under a credit-supportive

Federal Energy Regulatory Commission (FERC) regulatory framework.

We expect ATC's credit metrics will remain in the middle of the intermediate financial risk profile category. On a

forward-looking basis, we forecast funds from operations (FFO) to debt will average about 16%. We evaluate that ratio

using our low-volatility financial benchmark tables.
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Outlook: Stable

Our stable outlook on ATC reflects its low-risk business model, highly constructive regulation, and predictable cash

flow from a reliable electricity transmission network. The stable outlook also incorporates ATC's FFO-to-debt ratio,

which we expect will remain steady.

Downside scenario

We could lower the rating if ATC's financial metrics weaken such that FFO to debt stays below 15%. This could

occur if the regulatory cost-recovery construct weakens, or if ATC materially increases its dividends. This could

also occur if ATC's authorized return on equity (ROE), which third parties are challenging, is reduced significantly

enough by FERC to hurt credit quality.

Upside scenario

We could raise the rating if ATC's financial measures consistently strengthen such that FFO to debt exceeds 20%.

Although less likely, this could occur if capital spending or dividends decrease or if ATC rebalances its capital

structure.

Our Base-Case Scenario

Assumptions Key Metrics

• Capital spending averages about $420 million

annually over the next three years;

• Regulated capital structure is maintained;

• Dividend payout ratio of about 80%; and

• All debt maturities will be refinanced.

2019a 2020e 2021e

FFO to debt (%) 16.7 15.5-16.5 15.5-16.5

Debt to EBITDA (x) 4.7 4.5-5 4.5-5

a--Actual. e--Estimate. FFO--Funds from operations.

Company Description

ATC is an electric transmission company that owns and operates electric transmission systems primarily in Wisconsin,

Illinois, Michigan, and Minnesota. The company owns and operates close to 10,000 miles of transmission lines and 550

substations. ATC was founded in 2001 and is based in Waukesha, Wis.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 29, 2020   3

THIS WAS PREPARED EXCLUSIVELY FOR USER CHRIS WALTERS.

NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.

American Transmission Co.

Exhibit No. AMF-4 
Page 144 of 383



Business Risk: Excellent

Our assessment of ATC's business risk reflects our view of the company's low-risk, rate-regulated electric transmission

operations and effective management of regulatory risk under FERC's highly supportive regulatory rate construct.

ATC's ability to earn a cash return on construction work in progress, recover abandoned plant costs for certain

projects, and have rates set prospectively with annual true-ups exemplify such support. Our business risk assessment

also reflects Midcontinent Independent System Operator Inc.'s (MISO's) operational control of ATC's facilities, which

shifts the responsibility of transmission grid monitoring and congestion management away from ATC. For these

reasons, we view ATC as being in the higher half of the excellent business risk profile category compared with peers.

Financial Risk: Intermediate

We assess ATC's financial risk profile using our low-volatility table, reflecting the company's low-risk transmission

business and effective management of regulatory risk under FERC's supportive regulatory construct. Under our

base-case scenario, we expect financial measures to remain in the middle of the financial risk profile category.

Specifically, we expect the company's FFO to debt to average about 16% over our forecast. Our base case assumes

formulaic cost recovery of investments under FERC's regulatory construct, annual capital spending averaging about

$420 million over the next three years, and a dividend payout ratio of about 80%. Our base case further reflects capital

contributions made by ATC's equity owners to maintain its capital structure.

Historically, FERC authorized a 12.2% ROE on a hypothetical capital structure of 50% equity. Customers and related

parties in the MISO service area have challenged ATC's ROE in recent years. Specifically, two complaints pursuing

refunds were filed at FERC. In 2016, FERC recommended lowering the base ROE. That recommendation was then

vacated by the D.C. Circuit of the U.S. Court of Appeals in 2017. Since then, FERC has updated its ROE analysis

methodology, and it issued a final order in December 2019, ruling that the new base ROE would be reset at 9.88% in

response to the first complaint. The second complaint was dismissed. Even though this order is in effect, FERC is

considering requests for a rehearing on the decision. ATC has set aside a refund liability to address lower authorized

ROEs. If FERC materially reduces the company's base authorized ROE beyond our base-case expectation, ATC's cash

flows could be hurt.

Liquidity: Adequate

ATC has adequate liquidity, reflecting our expectation that its liquidity sources will exceed uses by more than 1.1x

over the next 12 months even if EBITDA declines 10%. Under our stress scenario, we do not expect that ATC would

require access to the capital markets to meet its liquidity needs. ATC could likely absorb a high-impact, low-probability

event with limited need for refinancing, and it maintains sound relationships with banks, a generally satisfactory

standing in the credit markets, and generally prudent risk management practices.

Principal Liquidity Sources Principal Liquidity Uses
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• FFO of about $460 million;

• Credit facility availability of about $400 million; and

• Minimal cash assumed.

• Debt maturities of about $260 million over the next

12 months;

• Maintenance capital spending of about $230 million;

and

• Dividend payments of about $220 million in 2020.

Environmental, Social, And Governance

ATC is somewhat exposed to environmental risks. The company is subject to various environmental laws and

regulations, which monitor and regulate the discharge of pollutants into the environment and require ATC to

investigate and remediate contamination in certain circumstances. From a social perspective, ATC's internal safety

system processes enable it to effectively provide transmission services to its customers across several states. The

company must also maintain good relations and communications with residents and officials in the areas where it

operates its transmission facilities in order to grow its operations because these operations are subject to strict

regulatory requirements. We view governance factors as neutral for ATC. ATC's board of directors mostly

comprises members who are independent of majority owner WEC Energy Group Inc. (WEC). Overall, the ATC

board, in our view, is capably engaged in risk oversight on behalf of all stakeholders.

Group Influence

Although WEC owns 60% of ATC, we do not view WEC as controlling ATC because of FERC's merger order, which

restricts WEC's general voting rights to 34%. Therefore, we assess ATC's credit quality as a stand-alone entity.

Issue Ratings

We rate ATC's commercial paper 'A-1', reflecting our 'A+' issuer credit rating on the company.

Ratings Score Snapshot

Issuer Credit Rating

A+/Stable/A-1

Business risk: Excellent

• Country risk: Very low

• Industry risk: Very low

• Competitive position: Excellent
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Financial risk: Intermediate

• Cash flow/leverage: Intermediate

Anchor: a+

Modifiers

• Diversification/portfolio effect: Neutral (no impact)

• Capital structure: Neutral (no impact)

• Financial policy: Neutral (no impact)

• Liquidity: Adequate (no impact)

• Management and governance: Satisfactory (no impact)

• Comparable rating analysis: Neutral (no impact)

Stand-alone credit profile : a+

• Group credit profile: a+

Related Criteria

• General Criteria: Group Rating Methodology, July 1, 2019

• Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

• Criteria - Corporates - General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers,

Dec. 16, 2014

• Criteria - Corporates - Utilities: Key Credit Factors For The Regulated Utilities Industry, Nov. 19, 2013

• Criteria - Corporates - General: Corporate Methodology, Nov. 19, 2013

• General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

• General Criteria: Methodology: Industry Risk, Nov. 19, 2013

• General Criteria: Methodology: Management And Governance Credit Factors For Corporate Entities And Insurers,

Nov. 13, 2012

• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009
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Business And Financial Risk Matrix

Business Risk Profile

Financial Risk Profile

Minimal Modest Intermediate Significant Aggressive Highly leveraged

Excellent aaa/aa+ aa a+/a a- bbb bbb-/bb+

Strong aa/aa- a+/a a-/bbb+ bbb bb+ bb

Satisfactory a/a- bbb+ bbb/bbb- bbb-/bb+ bb b+

Fair bbb/bbb- bbb- bb+ bb bb- b

Weak bb+ bb+ bb bb- b+ b/b-

Vulnerable bb- bb- bb-/b+ b+ b b-

Ratings Detail (As Of April 29, 2020)*

American Transmission Co.

Issuer Credit Rating A+/Stable/A-1

Commercial Paper

Local Currency A-1

Issuer Credit Ratings History

29-Jun-2015 A+/Stable/A-1

23-Jun-2014 A+/Watch Neg/A-1

18-Jul-2005 A+/Stable/A-1

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable
across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and
debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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Summary:

ITC Midwest LLC

Business Risk: EXCELLENT

Vulnerable Excellent

Financial Risk: MODEST

Highly leveraged Minimal

aa
aa-

a-

Anchor Modifiers Group/Gov't

CORPORATE CREDIT RATING

A-/Stable/--

Rationale

Business Risk: Excellent Financial Risk: Modest

• Low-operating-risk electric transmission business;

• Formulaic, forward-looking rate-setting structure

under the Federal Energy Regulatory Commission

(FERC);

• Timely recovery of costs and expenditures;

• Effective management of regulatory risk; and

• Third-party challenges before the FERC continues

pressuring authorized return on equity (ROE).

• We assess the company's financial risk profile

against our most relaxed financial benchmark tables,

compared with the typical corporate issuer,

reflecting the company's low-risk transmission

business and effective management of regulatory

risk;

• Sustainable and highly predictable cash flow and

leverage measures; and

• Financial measures consistent with the lower-end of

the range for its financial risk profile category.
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Outlook: Stable

The stable outlook reflects S&P Global Ratings' view of Cedar Rapids, Iowa-based ITC Midwest LLC's ultimate

parent Fortis Inc.'s stable and predictable cash flow, underpinned by Fortis' regulated operations with generally

supportive regulatory framework. During our two-year outlook period, we expect Fortis to focus on its regulated

businesses. In addition, we expect Fortis will focus on measured organic growth opportunities rather than growth

from acquisitions, leading to continued strengthening in credit metrics. Although Fortis' credit metrics were weak

in 2016 due to the timing of the acquisition's closing, we expect these to improve during our outlook period, with

funds from operations (FFO)-to-debt of 10.5%-11.0%.

Downside scenario

We could take a negative rating action on ITC Midwest if consolidated FFO to debt of Fortis Inc. were to fall below

10% during our outlook period with no prospect for improvement. This could happen because of material adverse

regulatory decisions, significant debt-funded acquisitions, or operational difficulties leading to unexpected cost

increases.

Upside scenario

We could take a positive rating action on ITC Midwest if Fortis improves its financial position, with consolidated

FFO to debt approaching 15% with no increase in business risk. However, based on our financial forecast, the

company's capital programs, and the regulated nature of Fortis' cash flow, we believe the prospect of a positive

rating action is unlikely during our outlook horizon.

Our Base-Case Scenario

ITC Midwest LLC

Assumptions Key Metrics

• Capital spending averaging $300 million-$350

million over the next three years;

• Minimal dividends in 2017;

• Reduced ROE stemming from third-party challenges

before the FERC;

• Long-term debt maturities are refinanced; and

• Negative discretionary cash-flow.

2016A 2017E 2018E

FFO to total debt (%) 35.1 26-30 23-27

Total debt to EBITDA (x) 3.0 2.8-3.2 3.1-3.5

Total debt to total capital (%) 36.0 34-38 36-40

A--Actual. E—Estimated.

Business Risk: Excellent

Our assessment of ITC Midwest's business risk reflects our view of its fully rate-regulated and lower-risk transmission

business operating within the FERC's highly supportive regulatory construct. ITC Midwest plans, builds, operates,
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owns, and maintains electric transmission facilities in Iowa, Illinois, Minnesota, and Missouri. FERC is the sole

regulator for ITC Midwest and allows the company to recover its costs and return on investments on a

forward-looking basis with a true up mechanism and achieve authorized rates of return that are often incentive-based.

Further supporting our view of ITC Midwest's business risk is the Midcontinent Independent System Operator Inc.'s

(MISO) operational control over the company's facilities. This mitigates ITC Midwest's operational risk because it

places responsibility away from the company for such oversight matters as the monitoring and directing of operations

for congestion and outages, though the company may still be heavily involved in such matters.

Historically, the FERC authorized a 12.38% ROE, plus additional ROE incentives, on a capital structure of 60% equity

for ITC Midwest. However, in September 2016, FERC issued an order in the first of two ongoing ROE complaints

against MISO transmission owners, including ITC Midwest, lowering the base ROE to 10.32% from 12.38% and

limiting the high end of the zone of reasonableness to 11.35%. A second complaint is ongoing, and an administrative

law judge in that case ruled MISO transmission owners' authorized base ROEs should be further lowered to 9.7% with

a high end of the zone of reasonableness of 10.68%. In September 2017, ITC Midwest, along with other MISO

transmission owners, filed for the FERC to dismiss the second complaint. The ruling on the second complaint and the

file for dismissal remain pending with the FERC.

Financial Risk: Modest

We assess ITC Midwest's financial risk profile against our most relaxed financial benchmark tables, compared to the

typical corporate issuer, reflecting the company's low-risk transmission business and its effective management of

regulatory risk under the FERC's supportive regulatory construct.

Under our base-case of declining capital spending after 2017, formulaic transmission rates, maintenance of the

company's capital structure, capital spending averaging about $300 million-$350 million through 2019, and increasing

dividend distributions after 2017, we expect ITC Midwest to achieve FFO to debt of about 24%, consistent with the

lower end of the range for the modest financial risk profile category.

Liquidity: Adequate

In our view, ITC Midwest has adequate liquidity, and can more than cover its needs for the next 12 months, even if

EBITDA declines by 10%. We expect the company's liquidity will exceed uses by more than 1.1x. Under our stress

scenario, we do not expect that ITC Midwest will require access to capital markets during that period to meet liquidity

needs. ITC Midwest's ability to absorb high-impact, low-probability events with limited need for refinancing, flexibility

to lower capital spending or sell assets, sound bank relationships, and generally prudent risk management also support

our assessment that liquidity is adequate.
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Principal Liquidity Sources Principal Liquidity Uses

• FFO of about $300 million;

• Credit facility availability of about $225 million; and

• Minimal cash assumed.

• No long-term debt maturities in 2018;

• Capital spending of about $325 million in 2018; and

• Dividend payments of about $50 million in 2018.

Other Credit Considerations

We assess the comparable rating analysis modifier as negative, reflecting our view that the company's financial

measures will consistently be at the lower end of the range for its financial risk profile category.

Group Influence

Under our group rating methodology, we assess ITC Midwest to be a core subsidiary of ITC Holdings, since it is highly

unlikely to be sold and has a strong long-term commitment from senior management. Furthermore, we consider ITC

Holdings to be a core subsidiary of Fortis Inc. We assess the issuer credit rating on ITC Midwest as consistent with

Fortis' 'a-' group credit profile.

Ratings Score Snapshot

Corporate Credit Rating

A-/Stable/--

Business risk: Excellent

• Country risk: Very low

• Industry risk: Very low

• Competitive position: Excellent

Financial risk: Modest

• Cash flow/Leverage: Modest

Anchor: aa

Modifiers

• Diversification/Portfolio effect: Neutral (no impact)

• Capital structure: Neutral (no impact)

• Financial policy: Neutral (no impact)

• Liquidity: Adequate (no impact)

• Management and governance: Satisfactory (no impact)

• Comparable rating analysis: Negative (-1 notch)
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Stand-alone credit profile : aa-

• Group credit profile: a-

• Entity status within group: Core (-3 notches from SACP)

Recovery Analysis

• We assign recovery ratings to first mortgage bonds (FMB) issued by U.S. utilities, which can result in issue ratings

notched above the issuer credit rating (ICR) on the utility, depending on the rating category and the extent of the

collateral coverage. The FMBs issued by U.S. utilities are a form of "secured utility bond" (SUB) that qualify for a

recovery rating as defined in our criteria (see "Collateral Coverage And Issue Notching Rules For '1+' And '1'

Recovery Ratings On Senior Bonds Secured By Utility Real Property," published Feb. 14, 2013).

• The historical record of 100% recovery for secured bondholders in utility bankruptcies in the U.S. and our view that

the factors that enhanced those recoveries (limited size of the creditor class and the durable value of utility

rate-based assets during and after a reorganization given the essential service provided and the high replacement

cost) will persist supports the recovery methodology.

• Under our SUB criteria, we calculate a ratio of our estimate of the value of the collateral pledged to bondholders

relative to the amount of FMBs outstanding. FMB ratings can exceed the ICR on a utility by one notch in the 'A'

category, two notches in the 'BBB' category, and three notches in speculative-grade categories, depending on the

calculated ratio.

• ITC Midwest's FMBs benefit from a first-priority lien on substantially all of its real property owned or subsequently

acquired. Collateral coverage greater than 1.5x supports a recovery rating of '1+', leading to an 'A' issue rating, one

notch above the ICR.

Related Criteria

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

• Criteria - Corporates - General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers,

Dec. 16, 2014

• Criteria - Corporates - General: Corporate Methodology: Ratios And Adjustments, Nov. 19, 2013

• Criteria - Corporates - General: Corporate Methodology, Nov. 19, 2013

• Criteria - Corporates - Utilities: Key Credit Factors For The Regulated Utilities Industry, Nov. 19, 2013

• General Criteria: Methodology: Industry Risk, Nov. 19, 2013

• General Criteria: Group Rating Methodology, Nov. 19, 2013

• General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

• Criteria - Corporates - Utilities: Collateral Coverage And Issue Notching Rules For '1+' And '1' Recovery Ratings On

Senior Bonds Secured By Utility Real Property, Feb. 14, 2013

• General Criteria: Methodology: Management And Governance Credit Factors For Corporate Entities And Insurers,

Nov. 13, 2012

• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

• Criteria - Corporates - General: 2008 Corporate Criteria: Rating Each Issue, April 15, 2008
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Business And Financial Risk Matrix

Business Risk Profile

Financial Risk Profile

Minimal Modest Intermediate Significant Aggressive Highly leveraged

Excellent aaa/aa+ aa a+/a a- bbb bbb-/bb+

Strong aa/aa- a+/a a-/bbb+ bbb bb+ bb

Satisfactory a/a- bbb+ bbb/bbb- bbb-/bb+ bb b+

Fair bbb/bbb- bbb- bb+ bb bb- b

Weak bb+ bb+ bb bb- b+ b/b-

Vulnerable bb- bb- bb-/b+ b+ b b-
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RRA Regulatory Focus
An Overview of Transmission Ratemaking  
in the New York ISO – 2019 Update
Introduction and overview
Net transmission plant in service among six utilities that are members of the New York Independent System Operator, 
or NYISO, showed continued moderate growth from 2017 to 2018, rising to an aggregate $7.44 billion from $6.93 billion, 
an increase of 7.4%. This compares to year-over-year growth for the 
same six companies of 6.4% and 7.6% in 2016 and 2017, respectively. 

Among utilities in New York, only Niagara Mohawk Power Corp. 
has fully unbundled transmission assets from distribution assets, 
therefore, net transmission plant in service data from company Form 
1 filings at the Federal Energy Regulatory Commission is used in this 
report for all companies to provide a comparable measure of size and 
growth. New York Transco LLC, which began filing the FERC Form 1 
in 2017 with 2016 data, is also included in this 2019 update to the 
report An Overview of Transmission Ratemaking in the NYISO — 2018 
Update, published Nov. 12, 2018, by Regulatory Research Associates, 
a group within S&P Global Market Intelligence. 

Niagara Mohawk separately reports transmission rate base through 
a FERC-authorized formula rate for transmission that is updated 
annually, and data from those updates is included in this report. 
New York Transco, which was formed in 2014, now annually reports 
transmission rate base separately through a FERC-authorized 
formula rate, and five years of New York Transco formula rate data is 
also included in this report. 

The other five utility operating companies in New York have not 
unbundled their transmission assets from their distribution assets, 
and they continue to recover their combined transmission and distribution, or T&D, revenue requirement through 
traditional “delivery” rate cases before the New York Public Service Commission. Data for those five operating companies 
and their delivery rate cases are also included in this report.

History of the New York ISO
The New York Power Pool, or NYPP, was formed in 1969 in response to the first Northeast Blackout, which occurred 
in 1965. In 1977, the NYPP began conducting real-time economic dispatch of 
generation in the state. 

The NYPP was not an independent entity as it comprised the utilities in New York 
who were involved in the market as participants. The creation of the NYISO as an 
independent system operator was authorized by FERC in 1998, and NYISO was 
launched in 1999. The NYISO footprint covers the entire state of New York.

NYISO is responsible for operating wholesale power markets in the state, 
in addition to operating New York’s high-voltage transmission network and 
performing long-term system planning. 

November 25, 2019
spglobal.com/marketintelligence

New York independent system operator

Source: FERC
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Transmission ratemaking in New York
New York implemented electric retail competition for all customers in the late 1990s. The restructuring framework that 
New York adopted required the separation of the newly competitive generation business from T&D operations. T&D 
continues to be rate-regulated by the PSC for most utilities in the state. However, New York did not require utilities 
to unbundle transmission assets from distribution assets. Five of the six investor-owned utilities in New York did 
not unbundle transmission from distribution assets and, therefore, continue to recover their combined T&D revenue 
requirements through traditional “delivery” rate cases before the PSC. 

Only Niagara Mohawk unbundled transmission from distribution, and Niagara Mohawk employs a FERC jurisdictional 
transmission formula-based framework to determine annual transmission rate base and revenue requirements. Niagara 
Mohawk’s distribution rates, rate base and revenue requirements continue to be determined through traditional rate 
cases at the PSC. The accompanying table provides a summary of net transmission plant in service for the companies 
in NYISO, based on available Form 1 data, and identifies any authorized ROE incentives where applicable.

New York ISO utilities transmission summary

Ticker Parent company Filing entity

2017 net 
transmission 

plant in 
service 
($000)1

2018 net 
transmission 

plant in 
service 
($000)1

2017-2018 
increase  

(%)

Transmission 
base ROE  

(%)
Year ROE  

established

Transmission 
rate base 

subject to 
incentive ROE 

($000)2

Incentive 
ROE  
(%)

FTS Fortis Inc./CH 
Energy Group

Central Hudson Gas &  
Electric Co.

260,726 300,010 15.07  10.93 1997 None NA

ED Consolidated 
Edison Inc.

Consolidated Edison Co. of NY 2,813,313 2,919,371 3.77  10.50 1997 None NA

ED Consolidated 
Edison Inc.

Orange and Rockland  
Utilities Inc.

188,928 194,814 3.12  11.11 1997 None NA

AGR Avangrid Inc. New York State Electric  
& Gas Corp.

674,749 739,850 9.65  11.00 1997 None NA

AGR Avangrid Inc. Rochester Gas & Electric Corp. 647,629 762,872 17.79  11.50 1997 None NA

NGG National Grid US Niagara Mohawk Power Co.3 2,343,519 2,525,875 7.78  9.80 2012 1,871,863 10.3

na na New York Transco LLC4 70,658 69,679 -1.39  9.50 2016 NA 10.0

Data compiled Nov. 20, 2019.
NA = Not applicable or not available
1 Data from annual FERC Form 1 calculated as transmission plant in service net of transmission depreciation. Form 1 data for 2019 will not be filed until 2020.
2 Transmission rate base for Niagara Mohawk Power subject to incentive ROE is from annual transmission formula rate update filed in 2019 with FERC.
3 Incentive ROE inclusive of 50 basis point adder for membership in NYISO.  
4 Base ROE and Incentive ROE apply only to specific projects. 
Note: “Transmission plant in service” is reported by utilities in their annual FERC Form 1 filing and does not equal transmission rate base. “Transmission 
base ROE (%)” for Niagara Mohawk and New York Transco is from each company’s FERC-approved annual formula rate filings; for the other five utilities the 
transmission base ROE is from their Open Access Transmission Tariffs filed with FERC in the late 1990s. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Because only Niagara Mohawk and now New York Transco report a separate transmission rate base through their FERC 
formula-based framework, separate transmission rate base data is not available for the other utilities in New York. In 
lieu of transmission rate base, and in order to provide a measure of comparability among all utilities in New York, “net 
transmission plant in service,” i.e., net of depreciation, has been extracted from each utility’s FERC Form 1 as a rough 
measure of transmission rate base in this report to illustrate transmission asset size and growth. 

The appendix tracks the changes in net transmission plant in service from FERC Form 1s for utilities in NYISO from 
2010 through 2018. Data for 2019 will not be available until April 2020.

The NYISO transmission charge, known as the wholesale transmission service charge, or TSC, is based on a license 
plate tariff where each transmission owner has a different tariff for the use of their transmission network. Transmission 
revenue collected by the NYISO for utilities during the year through the TSC is credited to retail customers to offset retail 
rates. For example, Consolidated Edison Co. of New York utilizes a monthly adjustment charge to reconcile TSC revenues 
received, other than from firm transmission contracts, on an annual basis net of any NYISO-related adjustments.
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Because five of the six utilities in New York continue to have bundled transmission and distribution revenue 
requirements, information and data from delivery rate cases at the PSC are included in this report. All references have 
been identified as transmission, distribution or delivery. In addition, all data values reference the relevant time period 
of the available data.

The table below tracks the changes in delivery rate base for utilities in NYISO from 2010 through 2019.

Delivery rate base values for NYISO companies ($000)1

Ticker
Parent 
company Filing entity 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

'16-’19 
CAGR 

(%)

'11-'19 
CAGR 

(%)

FTS Fortis Inc. 
/CH Energy 
Group

Central 
Hudson  
Gas & 
Electric  
Co.

692,900 728,800 764,400 764,400 764,400 830,100 888,500 948,200 999,500 1,080,800 6.75 5.05

ED Consolidated  
Edison Inc.

Consolidated 
Edison  
Co.of NY

14,887,000 15,987,000 16,826,000 16,826,000 17,322,800 18,113,000 18,902,000 19,530,000 20,277,000 21,659,543 4.64 3.87

ED Consolidated  
Edison Inc.

Orange and  
Rockland  
Utilities Inc.

596,700 629,900 671,000 708,400 759,000 763,200 804,800 804,800 877,800 906,400 4.04 4.65

AGR Avangrid Inc. New York 
State  
Electric & 
Gas Corp.

1,459,900 1,565,817 1,637,287 1,674,262 1,674,262 1,674,262 1,752,900 1,818,000 1,887,000 2,457,000 11.91 5.79

AGR Avangrid Inc. Rochester 
Gas  
& Electric 
Corp.

NA 922,875 931,378 1,080,905 1,080,905 1,080,905 1,146,400 1,347,000 1,499,000 1,520,000 9.86 6.44

NGG National Grid 
US

Niagara 
Mohawk  
Power Co.2

NA 3,995,500  NA 4,107,000 4,365,000 4,626,000 4,626,000 4,626,000 5,261,000 5,605,000 6.61 4.32

Data compiled Nov. 20, 2019.
NA = Not applicable or not available
1 Delivery rate base represents combined transmission and distribution assets for each utility except Niagara Mohawk Power.
2 Values for Niagara Mohawk Power are distribution only.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Return on equity in NYISO
A base transmission ROE of 11% was established by FERC for Niagara Mohawk in 2009, when the utility switched from 
a stated transmission rate to a formula-based rate. In 2015, Niagara Mohawk’s base transmission ROE was lowered to 
9.8% effective in 2012. In 2009, FERC granted Niagara Mohawk a 50 basis point ROE adder for continued membership in 
the NYISO. None of the other five investor-owned utilities in New York were identified as having applied for or received 
ROE adders.

A base transmission ROE of 9.5% was established by FERC for New York Transco in 2016, as well as a 50 basis point 
adder to the base ROE for specific projects described in the New York Transco section below.

The base ROE applicable to transmission for the other five New York investor-owned utilities is from each utility’s open 
access transmission tariff, or OATT, filed in the mid-to-late ,1990s with FERC. OATTs were filed by all utilities pursuant 
to FERC’s Orders 888 and 889 issued in 1996.

Individual company details
The sections that follow provide a closer look at transmission and delivery ratemaking for each company with 
operations in NYISO that is covered by RRA. For each, there is a summary description, followed by a table or tables that 
provide details regarding authorized base ROE, rate of return, delivery rate base, or, in the case of Niagara Mohawk, 
separate transmission and distribution rate bases, net annual revenue requirement, TSC, equity ratio, any additional 
ROE incentives that apply to the company’s rate base, and the portion of total rate base that is accorded incentive 
ROEs, where applicable. Summary descriptions are also included for the New York Power Authority, or NYPA, and the 
Long Island Power Authority, or LIPA.
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Available transmission data is also included in a separate table in the New York Transco section. As a transmission-only 
entity, New York Transco does not own or control distribution assets.

For this report, revenue requirements and other data may not reflect subsequent revisions filed by individual companies 
to incorporate the impact of federal tax reform, which, among other things, reduced the corporate federal income tax 
rate to 21% from 35% effective Jan. 1, 2018.

Avangrid Inc.
Iberdrola USA and UIL Holdings completed their merger in 2015 and now operate under the name Avangrid Inc. Avangrid subsidiaries 
New York State Electric & Gas Co. and Rochester Gas & Electric Co., or RG&E, serve 881,000 electric customers across more than 
40% of upstate New York and 371,000 electric customers in a nine-county region centered on the City of Rochester.

RG&E, in conjunction with parent company Avangrid, is planning to invest approximately $290 million to upgrade the 
electricity transmission system in the Rochester region by 2020. The project, known as the Rochester Area Reliability 
Project, would be located in the towns of Chili, Gates and Henrietta and in the City of Rochester. The project would provide 
additional power to fill growing demand, increase reliability and accommodate growth and economic development in 
the Rochester region. 

New York State Electric & Gas delivery rates

Rate period
Adjustment 
frequency

Adjustment 
date

Delivery 
base ROE 

(%)
Delivery 
ROR (%)

Total 
delivery 

rate base 
($000)

Total 
delivery 

annual rev. 
req. ($000)

TSC  
($/MWh)1

Equity 
(%)

05/19-04/202 TBD TBD 9.50 6.74 2,457,000 1,038,069 NA 50.00

05/18-04/19 Annual 05/01/18 9.00 6.81 1,887,000 881,369 4.39 48.00

05/17-04/18 Annual 05/01/17 9.00 6.81 1,818,000 851,069 3.53 48.00

05/16-04/17 Annual 05/01/16 9.00 6.68 1,752,900 821,169 4.12 48.00

01/14-04/16 NA NA 10.00 7.48 1,674,262 791,569 5.30 48.00

09/12-12/13 Annual 09/01/12 10.00 7.48 1,674,262 791,569 5.66 48.00

09/11-08/12 Annual 09/01/11 10.00 7.48 1,637,287 768,356 5.81 48.00

09/10-08/11 Annual 08/25/10 10.00 7.48 1,565,817 748,719 5.76 48.00

09/09-08/10 Annual NA 9.55 7.18 1,459,900 NA 4.71 41.60

Data compiled Nov. 20, 2019.
1 Transmission Service Charge for the New York Control Area for November 2019.
2 Rate case filed on May 20, 2019 pending at New York PSC, data reflects initial company position.
Sources: New York PSC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Rochester Gas & Electric delivery rates

Rate period
Adjustment 
frequency

Adjustment 
date

Delivery 
base ROE 

(%)
Delivery 
ROR (%)

Total 
delivery 

rate base 
($000)

Total 
delivery 

annual rev. 
req. ($000)

TSC  
($/MWh)1

Equity 
(%)

05/19-04/202 TBD TBD 9.50 7.24 1,520,000 522,203 3.09 50.00

05/18-04/19 Annual 5/1/2018 9.00 7.48 1,499,000 490,503 3.50 48.00

05/17-04/18 Annual 5/1/2017 9.00 7.47 1,347,000 464,603 3.48 48.00

05/16-04/17 Annual 5/1/2016 9.00 7.55 1,146,400 443,003 3.46 48.00

01/14-04/16 NA NA 10.00 8.47 1,080,905 440,003 3.64 48.00

09/12-12/13 Annual 9/1/2012 10.00 8.47 1,080,905 440,003 3.67 48.00

09/11-08/12 Annual 9/1/2011 10.00 8.47 931,378 414,410 3.68 48.00

08/10-08/11 Annual 8/25/2010 10.00 8.47 922,875 398,914 3.66 48.00

09/09-08/10 NA NA NA NA NA NA 3.71 48.00

Data compiled Nov. 20, 2019.
1 Transmission Service Charge for the New York Control Area for November 2018.
2 Rate case filed on May 20, 2019 pending at New York PSC, data reflects initial company position.
Sources: New York PSC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Consolidated Edison Inc.
Consolidated Edison Co.’s subsidiaries Consolidated Edison of New York Inc., or Con Ed, and Orange and Rockland 
Utilities own and operate transmission facilities located in New York City and Westchester, Orange, Rockland, Putnam 
and Dutchess counties in New York State.

Consolidated Edison of New York delivery rates

Rate period
Adjustment 
frequency

Adjustment 
date

Delivery 
base ROE 

(%)1

Delivery 
ROR (%)

Total 
delivery 

rate base 
($000)

Total 
delivery 

annual rev. 
req. ($000)

TSC  
($/MWh)2

Equity 
(%)

01/20-12/203 Annual 01/01/20 8.80 6.61 21,659,543 NA 7.13 48.0

01/19-12/19 Annual 01/01/19 9.00 6.73 20,277,000 8,919,679 6.44 48.0

01/18-12/18 Annual 01/01/18 9.00 6.80 19,530,000 8,720,679 7.24 48.0

01/17-12/17 Annual 01/01/17 9.00 6.82 18,902,000 8,521,679 7.76 48.0

01/16-12/16 NA 01/01/16 9.00 7.05 18,113,000 8,322,679 7.85 48.0

01/15-12/16 Annual 01/01/15 9.20 7.05 18,113,000 8,322,679 7.85 48.0

01/14-12/14 Annual 01/01/14 9.20 7.05 17,322,800 8,198,711 7.42 48.0

04/13-12/13 NA NA 10.15 7.76 16,826,000 8,274,903 6.81 48.0

04/12-03/13 Annual 04/01/12 10.15 7.76 16,826,000 8,274,903 6.11 48.0

04/11-03/12 Annual 04/01/11 10.15 7.76 15,987,000 7,854,903 5.53 48.0

04/10-03/11 Annual 04/01/10 10.15 7.76 14,887,000 7,434,903 5.63 48.0

Data compiled Nov. 20, 2019.
1 Earnings sharing mechanism approved in 2017 for duration of three year rate plan: ROE between 9.5% to 10% 
shared 50%/50% between ratepayers/shareholders; ROE between 10% to 10.5% shared 75%/25% between 
ratepayers/shareholders; ROE above 10.5% shared 90%/10% between ratepayers/shareholders.
2 Transmission Service Charge for the New York Control Area for November 2018.
3 Pending joint proposal filed Oct. 18, 2019.
Sources: New York PSC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Orange and Rockland Utilities delivery rates

Rate period
Adjustment 
frequency

Adjustment 
date

Delivery 
base ROE 

(%)1

Delivery 
ROR (%)

Total 
delivery 

rate base 
($000)

Total 
delivery 

annual rev. 
req. ($000)

TSC  
($/MWh)2

Equity 
(%)

01/20-12/203 Annual 01/01/20 9.00 6.96 906,400 503,271 6.03 48.00

01/19-12/194 Annual 01/01/19 9.00 6.97 877,800 495,271 6.06 48.00

11/17-12/18 NA NA 9.00 7.06 804,800 NA 5.84 48.00

11/16-10/17 Annual 11/01/16 9.00 7.06 804,800 NA 6.04 48.00

11/15-10/16 Annual 11/01/15 9.00 7.10 763,200 NA 5.98 48.00

07/14-11/15 Annual 07/01/14 9.60 7.61 759,000 NA 6.16 48.00

07/13-06/14 Annual 07/01/13 9.50 7.61 708,400 NA 6.04 48.00

07/12-06/13 Annual 07/01/12 9.40 7.61 671,000 NA 6.04 48.00

07/11-06/12 Annual 07/01/11 9.20 7.22 629,900 NA 6.11 48.00

07/10-06/11 Annual 07/01/10 9.40 7.69 596,700 NA 6.00 48.00

Data compiled Nov. 20, 2019.
1 Earnings sharing mechanism approved in 2019: ROE between 9.6% and 10.2% shared 50%/50% by ratepayers/
shareholders; ROE between 10.2% and 10.8% shared 75%/25% between ratepayers/shareholders; ROE above 10.8% 
shared 90%/10% between ratepayers/shareholders.
2 Transmission Service Charge for the New York Control Area for November 2018.
3 Three-year rate plan approved by New York PSC March 14, 2019. Data reflects second year of rate plan. 
4 Three-year rate plan approved by New York PSC March 14, 2019. Data reflects first year of rate plan. 
Sources: New York PSC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Fortis Inc./CH Energy Group
CH Energy Group subsidiary Central Hudson Gas & Electric Co. serves approximately 300,000 electric customers in a 
service territory in New York’s Mid-Hudson River Valley. 

Central Hudson Gas & Electric delivery rates

Rate period
Adjustment 
frequency

Adjustment 
date

Delivery 
base ROE 

(%)1

Delivery 
ROR (%)

Total 
delivery 

rate base 
($000)

Total 
delivery 

annual rev. 
req. ($000)

TSC  
($/MWh)2

Equity 
(%)

07/19-06/203 Annual 07/01/19 8.80 6.49 1,080,800 365,223 3.27 49.00

07/18-06/19 Annual 07/01/18 8.80 6.44 999,500 346,623 3.25 48.00

07/17-06/18 Annual 07/01/17 9.00 6.58 948,200 326,923 3.38 48.00

07/16-06/17 Annual 07/01/16 9.00 6.62 888,500 312,823 3.35 48.00

07/15-06/16 Annual 07/01/15 9.00 6.62 830,100 296,823 3.38 48.00

07/14-06/15 NA NA 10.00 7.43 764,400 281,523 3.47 48.00

07/13-06/14 Annual 07/01/13 10.00 7.43 764,400 281,523 3.13 48.00

07/12-06/13 Annual 07/01/12 10.00 7.43 764,400 272,423 3.30 48.00

70/11-06/12 Annual 07/01/11 10.00 7.43 728,800 263,123 2.96 48.00

07/10-06/11 Annual 07/01/10 10.00 7.43 692,900 251,323 2.81 48.00

Data compiled Nov. 20, 2019.
1 Earnings sharing mechanism approved in 2018: ROE between 9.3% and 9.8% shared 50%/50% between ratepayers/
shareholders; ROE between 9.8% and 10.3% shared 80%/20% between ratepayers/shareholders; ROE above 10.3% 
shared 90%/10% between ratepayers/shareholders.
2 Transmission Service Charge for the New York Control Area for November 2018.
3 Three year rate plan approved by New York PSC effective July 1, 2018 through June 30, 2021. Data reflects second 
year of rate plan.
Sources: New York PSC; Regulatory Research Associates, a group within S&P Global Market Intelligence

National Grid US
National Grid subsidiary Niagara Mohawk Power Co. distributes electricity to approximately 1.6 million customers in 
upstate New York. 

Niagara Mohawk Power Company - distribution rates

Rate period
Adjustment 
frequency

Adjustment 
date

Distribution 
base ROE 

(%)1

Distribution 
ROR (%)

Distribution 
rate base 

($000)

Distribution 
annual rev. 
req. ($000)

Equity 
(%)

04/19-03/202 Annual 04/01/19 9.00 6.48 5,605,040 2,629,040 48.0

04/18-03/19 Annual 04/01/18 9.00 6.53 5,260,727 2,634,887 48.0

04/17-03/18 NA NA 9.00 6.85 4,626,000 NA 48.0

04/16-03/17 NA NA 9.00 6.85 4,626,000 NA 48.0

04/15-03/16 Annual 04/01/15 9.30 6.85 4,626,000 NA 48.0

04/14-03/15 Annual 04/01/14 9.30 6.65 4,365,000 NA 48.0

04/13-03/143 Annual 04/01/13 9.30 6.50 4,107,000 NA 48.0

01/12-03/13 NA NA NA NA NA NA 48.0

01/11-12/11 Annual 01/01/11 9.30 6.51 3,995,500 NA 48.0

Data compiled Nov. 20, 2019.
1 Earnings sharing mechanism adopted in 2018: ROE between 9.5% and 10% shared 50%/50% between ratepayers/
shareholders; ROE between 10% and 10.5% shared 75%/25% between ratepayers/shareholders; ROE above 10.5% 
shared 90%/10% between ratepayers/shareholders.
2 Three year rate plan approved March 15, 2018 covering the April 1, 2018, through March 31, 2021 period. Data 
reflects second year of rate plan. 
3 Three year rate plan approved effective April 1, 2013, through March 31, 2016. In May 2016, the PSC extended the 
rate plan by two years, through March 31, 2018.
Sources: New York PSC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Niagara Mohawk transitioned from a stated transmission rate to a formula-based rate in 2009 and was originally 
authorized a transmission ROE of 11.5% by FERC, including a 50 basis point adder for participation in the NYISO. 

In 2012, the New York Association of Public Power and the Municipal Electric Utilities Association filed complaints at 
FERC against Niagara Mohawk, seeking to have the base ROE of 11% used in calculating rates for transmission service 
lowered. FERC ordered the parties to participate in settlement procedures, and the parties subsequently agreed to 
settle the complaints by reducing the base ROE to 9.8%, exclusive of any incentive adders, from Nov. 2, 2012, forward. 
The commission approved the settlement agreement in May 2015. 

Transmission values from Niagara Mohawk’s annual formula rate updates filed with FERC are presented in the 
table below. 

Niagara Mohawk Power Company - transmission 

Rate 
period

Adjustment 
frequency

Adjustment 
date

Transmission 
base ROE  

(%)

Transmission 
ROR  

(%)

Transmission 
rate base 

($000)1

Transmission 
annual  

rev. req.  
($000)

Transmission 
charge  

($/MWh)
Equity 

(%)

Incentive 
rate base 

($000)1

Incentive 
ROE (%)2

2019-2020 Annual 07/01/19 9.8 7.12 2,039,412 410,357 11.33 50.00 2,039,412 10.3

2018-2019 Annual 07/01/18 9.8 7.17 1,871,863 385,708 12.02 50.00 1,871,863 10.3

2017-2018 Annual 07/01/17 9.8 7.06 1,814,817 418,968 11.57 50.39 1,814,817 10.3

2016-2017 Annual 07/01/16 9.8 7.00 1,662,592 414,417 11.79 50.40 1,662,592 10.3

2015-2016 Annual 07/01/15 9.8 6.90 1,496,441 435,182 10.27 50.40 1,496,441 10.3

2014-2015 Annual 07/01/14 9.8 7.55 1,370,809 376,694 7.51 50.44 1,370,809 10.3

2013-2014 Annual 07/01/13 9.8 7.67 1,269,685 301,255 7.44 50.45 1,269,685 10.3

2012-2013 Annual 07/01/12 11.0/9.83 7.73 1,152,172 279,004 6.93 50.47 1,152,172 11.5/10.33

2011-2012 Annual 07/01/11 11.0 7.85 1,127,782 276,957 7.10 50.45 1,127,782 11.5

2010-2011 Annual 07/01/10 11.0 7.50 1,012,349 250,607 4.96 50.43 1,012,349 11.5

Data compiled Nov. 20, 2019.
1 Values represent transmission rate base from annual formula rate updates filed with FERC.
2 Inclusive of 50 basis point adder for membership in New York ISO.
3 Base ROE reduced from 11% to 9.8% effective 11/2/12.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Niagara Mohawk continues to be subject to PSC regulation and files periodic rate cases applicable to its electric 
distribution operations. 

New York Power Authority
NYPA provides transmission service in various parts of New York State over more than 1,400 circuit-miles of transmission 
facilities, which account for one-third of the state’s high-voltage lines. 

NYPA is engaged in a multiyear life extension and modernization, or LEM, of its transmission lines in northern, western 
and central New York and of related facilities, such as switchyards and substations. The $720 million transmission LEM 
program, begun in 2013 and extending to 2025, is a key element of New York’s Energy Highway Blueprint, an initiative 
to modernize the state’s electric power system. The NYPA transmission LEM includes capital investments in smart 
grid technologies to enhance awareness of the conditions of power lines to help quickly address matters that could 
threaten equipment and power service reliability.

The NYISO OATT allows NYPA to recover a stated annual transmission revenue requirement of $175.5 million, an increase 
of 6.1% authorized by FERC in a 2012 proceeding. In that proceeding, NYPA indicated that the rate increase was “the 
first in a probable series of proposed [revenue requirement] increases that will likely culminate in NYPA requesting, 
in some future filing, authorization to implement a formula rate in order to make annual updates to its transmission 
[revenue requirement].” 
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In 2015, citing mounting operation and maintenance expenses, capital improvements and life extension upgrades 
for aging facilities, and investments in new projects, including those identified through the NYISO’s FERC Order 1000 
regional planning process, NYPA sought to convert its stated revenue requirement and rate to a formula-based rate 
that would be updated on an annual basis.

NYPA proposed to increase its revenue requirement by $16.9 million to $192.4 million and sought a base ROE of 8.85%, 
plus a 50 basis point ROE adder in recognition of its participation in the NYISO. NYPA also asked FERC to remove an 
annual capital investment cap limiting its ability to recover costs through a transmission adjustment charge. In August 
2015, FERC rejected NYPA’s request in its entirety without prejudice, finding that certain existing provisions in the NYISO 
tariff provide NYPA with several options for recovering capital expenditures exceeding the annual investment cap.

In 2016, NYPA re-filed its request to transition to a formula based transmission rate. The proposed formula rate 
incorporated a base ROE of 8.65%, which was based on a two-step discounted cash flow analysis, plus a 50 basis point 
adder for NYPA’s continued participation in NYISO. In its request, NYPA used calendar-year 2014 data from its Annual 
Report to produce a projected annual revenue requirement of $190 million for its initial rate year. NYPA requested 
that FERC allow the NYISO to begin collecting the projected revenue requirement effective April 1, 2016, through the 
duration of the initial rate year ending June 30, 2016, subject to true-up in accordance with the annual update process 
defined in its request. 

FERC subsequently approved NYPA’s 2016 request for a 50 basis point ROE adder for participation in the NYISO but 
ordered a hearing and settlement discussions regarding NYPA’s formula rate template and protocols. The parties filed 
a settlement in the case on Sept. 30, 2016, that would set NYPA’s base ROE at 8.95%, and would impose a moratorium 
prohibiting NYPA and any other party from filing to revise the settlement or any provisions of the NYISO tariff affected 
by the settlement before April 1, 2020. 

In January 2017, FERC approved the settlement and determined that the 50 basis point ROE adder as it relates to 
the Marcy South Series Compensation Project will be identified as a “Congestion Relief Adder” in recognition of the 
project’s benefits to customers, including congestion relief. FERC further found that the Congestion Relief Adder will 
apply only to the original book cost of the project that does not exceed $55.72 million and that any capital costs of the 
project that exceed $55.72 million will earn a return that reflects NYPA’s base ROE of 8.95%.

New York Transco LLC
New York Transco LLC is a New York limited liability company formed in 2014 that is owned by the following affiliates 
of New York utilities: Consolidated Edison Transmission, Grid NY, Iberdrola USA Networks and Central Hudson Electric 
Transmission. New York Transco’s sole business focus is to plan, develop, construct and own major new high-voltage 
electric transmission projects in New York and to operate and maintain those projects under the functional and 
operational control of the NYISO. Service over New York Transco’s transmission facilities is provided through NYISO’s 
OATT. NYISO collects New York Transco’s FERC authorized revenue requirement from load-serving entity transmission 
customers taking service under NYISO’s OATT.

New York Transco LLC

Rate 
period

Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)

ROR 
(%)

Transmission 
rate base 

($000)

Annual  
rev. req.  

($000)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE  
(%)*

2020 Annual 01/01/20 9.50 6.51 226,472 34,580 52.96 195,122 10.00

2019 Annual 01/01/19 9.50 6.41 203,339 35,084 52.67 NA 10.00

2018 Annual 01/01/18 9.50 6.40 195,996 36,220 53.00 195,996 10.00

2017 Annual 01/01/17 9.50 6.40 204,414 35,973 53.00 204,414 10.00

2016 Annual 01/01/16 9.50 6.80 133,355 25,720 60.00 133,355 10.00

Data compiled Nov. 20, 2019.
* Includes 50 basis point ROE adder for the benefits of specified projects. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Long Island Power Authority
LIPA is a municipal subdivision of the State of New York that oversees PSEG Long Island, the electricity service provider 
for most of Long Island. LIPA was originally created under the Long Island Power Act of 1985 to acquire Long Island 
Lighting Company’s, or LILCO’s, assets and securities after the cancellation of the Shoreham Nuclear Power Plant. A 
second Long Island Power Authority, a wholly owned subsidiary of the first, acquired LILCO’s T&D system in 1998.

LIPA played a significant role in day-to-day operations of the Long Island T&D system and was operated under its brand 
name, though National Grid US maintained the T&D system under a management services agreement that expired at 
the end of 2013. In 2011, LIPA selected Public Service Enterprise Group, or PSEG, to assume management and operation 
of the electric grid from National Grid, beginning in 2014. PSEG now manages LIPA’s electric system under the name 
PSEG Long Island.

For a complete, searchable listing of RRA’s in-depth research and analysis please go to the S&P Global Market 
Intelligence Research Library.

© 2019 S&P Global Market Intelligence. All rights reserved. Regulatory Research Associates is a group within S&P Global Market Intelligence, a divi-
sion of S&P Global (NYSE:SPGI). Confidential Subject Matter. WARNING! This report contains copyrighted subject matter and confidential information 
owned solely by S&P Global Market Intelligence (SPGMI). Reproduction, distribution or use of this report in violation of this license constitutes copyright 
infringement in violation of federal and state law. SPGMI hereby provides consent to use the “email this story” feature to redistribute articles within 
the subscriber’s company. Although the information in this report has been obtained from sources that SPGMI believes to be reliable, SPGMI does not 
guarantee its accuracy.
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Appendix: Net transmission plant in service values for NYISO companies ($000)

Ticker
Parent 
company Filing entity 2010 2011 2012 2013 2014 2015 2016 2017 2018

2015-
2018 

CAGR 
(%)

2010-
2018 

CAGR (%)

FTS Fortis Inc./
CH Energy 
Group

Central Hudson 
Gas & Electric Co.

 142,437 153,627 170,319 180,876 192,822 216,975 232,894 260,726 300,010 11.41 9.76

ED Consolidated 
Edison Inc.

Consolidated 
Edison Co. of NY

2,021,253 2,339,549 2,371,411 2,446,442 2,586,343 2,667,849 2,788,723 2,813,313 2,919,371 3.05 4.70

ED Consolidated 
Edison Inc.

Orange and 
Rockland Utilities 
Inc.

107,537 151,227 152,529 151,623 181,244 181,172 188,674 188,928 194,814 2.45 7.71

AGR Avangrid Inc. New York State 
Electric & Gas 
Corp.

393,047 447,582 453,860 469,852 487,891 470,810 553,209 674,749 739,850 16.26 8.23

AGR Avangrid Inc. Rochester Gas & 
Electric Corp.

334,803 356,591 367,507 448,319 467,635 463,631 503,281 647,629 762,872 18.06 10.84

NGG National Grid 
US

Niagara Mohawk 
Power Co.

1,345,753 1,448,070 NA 1,698,473 1,830,470 2,049,977 2,243,942 2,343,519 2,525,875 7.21 8.19

NA NA New York Transco 
LLC

NA NA NA NA NA NA 72,801 70,658 69,679 NA NA

Data compiled Nov. 20, 2019.
NA = Not applicable or not available
Note: Values from annual FERC Form 1 calculated as transmission plant in service net of transmission depreciation. Form 1 data for 2018 will not be filed until 2019.   
 Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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RRA Regulatory Focus
An Overview of Transmission Ratemaking  
in the California ISO – 2020 Update
Overview
Based on new data available for 2020 rate periods, the growth rate in aggregated transmission rate base for the three 
large utilities in the California Independent System Operator, or CAISO, more than doubled year over year for the second 
consecutive year, rising to $17.48 billion in 2020 from $16.22 billion in 
2019, or 7.8%. The three utilities reported an aggregate transmission rate 
base growth of 3.8% from 2018 to 2019 and just 1.5% from 2017 to 2018. 

Year-over-year transmission rate base growth from 2019 to 2020 for the 
three utilities was mixed, ranging from 10.4% for PG&E Corp. subsidiary 
Pacific Gas and Electric, or PG&E, to 9.3% for Sempra Energy subsidiary 
San Diego Gas & Electric, or SDG&E. Edison International subsidiary 
Southern California Edison, or SCE, reported transmission rate base 
growth from 2019 to 2020 of 3.6%.

History of the California ISO
In 1996, California Assembly Bill 1890 restructured the state’s electric 
power market and established the CAISO as a nonprofit public benefit 
corporation. Also in 1996, the Federal Energy Regulatory Commission 
issued final rules in Order No. 888 regarding transmission open access. 
Order No. 888 required functional unbundling of vertically integrated 
utility functions, and FERC-regulated utilities were directed to file non-
discriminatory, open access transmission tariffs to provide service to all 
wholesale sellers and buyers.

Subsequently, SCE, PG&E and SDG&E filed a joint application with 
FERC to transfer control of their transmission facilities to CAISO. CAISO 
incorporated in 1997 and in 1998 began serving 80% of the state, with the 
purpose of managing the state’s transmission grid, facilitating the spot market for power and performing transmission 
planning functions. Other participating transmission owners in CAISO include the cities of Anaheim and Pasadena, the 
Imperial Irrigation District and the Western Area Power Administration. 

The California Power Exchange, also established by AB 1890, operated the state’s 
competitive wholesale power market and customer choice program until the 
2000-2001 western energy crisis forced it into bankruptcy in 2001. The Power 
Exchange ultimately ceased operation, leaving the state without a day-ahead 
energy market until 2009 when the CAISO launched a nodal market.

Today, the CAISO includes 18 participating transmission owners, including the 
three large investor-owned utilities, six transmission-only companies, seven 
municipal California utilities, the Western Area Power Administration and Valley 
Electric Association, an electric cooperative in Southwest Nevada. 

January 27, 2020
spglobal.com/marketintelligence

California ISO

Source: FERC
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Transmission ratemaking in the CAISO
Transmission rates are typically determined through either a traditional rate case or a formula-based framework. A 
traditional rate case to establish transmission rates at FERC produces a rate that is fixed until the utility’s next rate 
case, or a “stated” rate. Formula-based rates, on the other hand, are updated annually based on a utility’s costs, largely 
as reported in its annual FERC Form 1 filing, subject to true-ups for various items. 

California utilities calculate both wholesale and retail base revenue requirements; the wholesale base revenue 
requirement values are presented in this report. These revenue requirements are generally recovered through 
the CAISO’s transmission access charge, or TAC. CAISO’s current TAC structure is a two-part rate charged to each 
megawatt-hour of internal load and exports. Revenue requirements associated with facilities rated 200 kV and above 
are recovered through a system wide “postage stamp” rate, known as the high-voltage or regional rate, whereas revenue 
requirements for facilities rated below 200 kV are recovered via utility-specific rates charged to load within the utility’s 
service territory, known as the low-voltage or local rate. The regional TAC recovers the revenue requirement for all 
participating transmission owners, which the CAISO then distributes to each individual transmission owner based on 
its FERC-approved revenue requirement.

Background

Regulatory Research Associates, a group within S&P Global Market Intelligence, first published this survey of 
transmission rate bases for utilities with formula rates in CAISO in 2016. The first report compiled six years of data 
for each of the companies — 2016 data and five years of historical data. RRA has published annual updates to that 
first report, for a total historical data set covering 10 years through this report, which is an update of An Overview of 
Transmission Ratemaking in the California ISO — 2019 Update, a report published Jan. 21, 2019. 

For this report, RRA analyzed the transmission formula rate updates filed by the three large investor-owned utilities 
and traditional rate cases filed by two transmission-only companies, Trans Bay Cable LLC and DATC Path 15 LLC. The 
accompanying summary table lists the CAISO companies in this report, their reported transmission rate base for 2019 
and 2020, where available, their base ROE, and any additional ROE incentive adders where applicable. The appendix 
includes the same companies with rate base values for the years 2011 through 2020, where available.

Formula transmission rates 
FERC policy has been to permit utilities to establish transmission rates using a formula-based approach that updates 
rates annually based on updated cost of service data, generally drawn from the same data filed by a company in its annual 
FERC Form 1. More than 100 utilities nationwide employ FERC-approved formula rate frameworks for transmission. A 

Current California ISO transmission rate base summary

Ticker
Parent 
company Filing entity

2019 
transmission 

rate base

2020 
transmission 

rate base

2019-2020 
rate base 

change Base ROE

Portion of rate 
base subject to 

incentive ROE

Portion of rate 
base subject to 

incentive ROE 
Incentive 

ROE

($000) ($000) (%) (%) ($000) (%) (%)

EIX Edison 
International

Southern California  
Edison Co.

5,624,393 5,829,102 3.64  12.47* 147,863

678,332

2.54

11.64

13.22*

13.47*

2,693,150 46.20 13.72*

PCG PG&E Corp. Pacific Gas and Electric Co.  6,927,768 7,646,547 10.37  12.50* None NA NA

SRE Sempra  
Energy

San Diego Gas & Electric Co. 3,665,148 4,005,298 9.28  10.60* None NA NA

NA NA DATC Path 15 LLC 104,850 104,850 NA  13.50 None NA NA

NA NA Trans Bay Cable LLC 476,383 522,202 9.62  13.50 None NA NA

Pending as of Jan. 21, 2020.
NA = not available or not applicable
* Inclusive of 50 basis point adder for membership in California ISO.
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence
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“stated” transmission rate is also based on traditional cost of service data, but the rate can only be updated through a 
formal rate case process.

Formula transmission rates can be based on actual historical costs or forward-looking projected costs, subject 
to a true-up the following year. FERC requires that utilities employing formula rates share annual updates to their 
transmission rates, including appropriate supporting documentation, with all interested parties and file such annual 
updates with the commission on an informational basis. 

The supporting documentation in each utility’s annual update includes transmission plant in service, accumulated 
depreciation, O&M expenses, return and capitalization calculations, composite income taxes, gross and net revenue 
requirements, and transmission rates, as well as the filing company’s determination of its transmission rate base.

Among companies in the CAISO, SCE and SDG&E have employed formula-based rates for years. SDG&E has been 
operating under a formula-based framework since 2007, and SCE transitioned from a stated rate to a formula-based 
framework in 2013. PG&E has historically operated under a traditional rate case framework, with new rate cases 
typically filed every year, but the company proposed switching to a formula-based approach in October 2018. See the 
PG&E company section below for additional details. The two independent transmission companies covered in this 
report, DATC Path 15 LLC and Trans Bay Cable LLC, operate under traditional rate case frameworks, with new rate cases 
typically filed at FERC every three years.

Given the complexities inherent in determining a company’s transmission rate base from an outside perspective, the 
RRA reports, with limited exceptions, include transmission rate base only for those companies that report such data 
in their annual updates under a formula-based rate framework. For additional information on the complex issues 
associated with determining a utility’s rate base, see RRA’s July 2, 2019, Topical Special Report entitled Rate base: How 
would you rate your knowledge of this utility industry fundamental?

CAISO return on equity
Base ROEs, a 50 basis point ROE adder for ISO participation, and any additional ROE incentives for CAISO transmission 
owners have been filed or authorized by FERC on a company by company basis. All three investor-owned utilities have 
filed formula rate updates including proposed ROEs. PG&E proposed a 12.5% ROE in its initial formula rate filing and 
2020 update after years of filing traditional rate cases. SCE’s formula rate filing incorporates a 12.47% ROE, while 
SDG&E’s formula rate filing incorporates an 11.2% ROE. 

The ROEs for each of the three utilities include a 50 basis point incentive ROE adder for continued CAISO membership. 

The 13.5% ROEs for DATC Path 15 and Trans Bay Cable were originally approved in individual FERC proceedings in 2002 
and 2005, respectively, and were re-authorized in subsequent rate cases for both companies. DATC Path 15 filed a new 
transmission rate case in February 2017, while Trans Bay Cable filed a new rate case on Sept. 20, 2019. Both rate cases 
are pending at FERC; see the company sections below for additional details.

Individual company details  
The sections that follow provide a closer look at transmission ratemaking for five CAISO transmission owners. For each 
there is a summary description, followed by a table or tables that provide detail regarding authorized base ROE, ROR, 
rate base, annual revenue requirement, equity ratio, any additional ROE incentives that apply to the company’s rate 
base, and the portion of total rate base that is accorded incentive ROEs, where applicable. 

Edison International
SCE is the primary electricity supplier for much of southern California, serving 14 million people across a service 
territory of approximately 50,000 square miles. 

In 2011, SCE proposed to implement a formula rate for the costs associated with its transmission facilities to replace 
the stated rate it had used since 1998. In 2013, FERC approved a settlement and SCE’s formula rate in the case and 
established a base ROE of 9.8%, inclusive of the 50 basis point ROE adder for participation in the CAISO. 
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2018 rate year — Because SCE’s original formula rate framework approved in 2013 was set to terminate in December 
2017, the company was required to propose a successor formula rate in late 2017. SCE filed the proposed new successor 
formula rate, known as TO2018, with FERC in October 2017. 

Southern California Edison Co.

Company 
filing 
reference Rate period

Adjustment 
frequency

Adjustment 
date

Base 
ROE1 ROR

Transmission 
rate base

Wholesale 
transmission 

annual rev. 
req. Equity

Incentive 
portion of 
rate base

Incentive 
ROE1

(%) (%) ($000) ($000) (%) ($000) (%)

TO20202 01/01/20-12/31/20 Annual 01/01/20 12.47 8.46 5,829,102 957,694 55.54 147,863

678,332

13.22

13.47

2,693,150 13.72

TO2019A3 06/12/19-12/31/19 One-time 06/12/19 17.62 9.17 5,624,393 1,322,194 57.93 150,232

687,752

18.37

18.62

2,728,701 18.87

TO2019 01/01/19-12/31/19 Annual 01/01/19 10.80 7.94 5,624,393 1,033,000 59.07 150,232

687,752

11.55

11.80

2,728,701 12.05

TO20184 01/01/18-12/31/18 Annual 01/01/18 10.80 7.99 5,451,343 1,169,307 59.80 157,349

717,950

11.55

11.80

2,564,374 12.05

TO12 01/01/18-12/31/18 Annual 01/01/18 9.80 7.25 5,429,899 1,169,295 57.14 157,349

717,950

10.55

10.80

2,564,374 11.05

TO11 01/01/17-12/31/17 Annual 01/01/17 9.80 7.22 5,483,030 1,182,582 56.23 159,718

729,083

10.55

10.80

2,721,169 11.05

TO10 01/01/16-12/31/16 Annual 01/01/16 9.80 7.30 5,171,547 1,092,228 55.48 164,470

749,035

10.55

10.80

2,529,461 11.05

TO9 01/01/15-12/31/15 Annual 01/01/15 9.80 7.45 4,679,376 910,235 56.06 169,212

739,091

10.55

10.80

2,088,842 11.05

TO8 10/01/14-12/31/14 Semi-annual 10/01/14 9.80 7.49 4,076,161 815,375 55.22 173,713

536,601

10.55

10.80

1,811,255 11.05

TO7 10/01/12-09/30/13 Annual 10/01/12 9.80 8.15 3,256,238 893,796 56.36 179,234

151,361

11.18

11.43

1,447,909 11.68

TO6 10/01/11-09/30/12 Annual 10/01/11 10.43 8.24 2,568,633 716,202 56.90 183,961

46,790

11.18

11.43

954,848 11.68

TO5 06/01/10-09/30/11 Semi-annual 06/01/10 NA 9.56 2,064,394 530,084 NA NA NA

As of Jan. 21, 2020.
Note: Data represents initial company filings and does not reflect any subsequent settlement terms.
NA = Not available or not applicable; ROR = Rate of return
1 Inclusive of 50 basis point adder for membership in CAISO.
2 Pending at FERC. 
3 Pending at FERC. Sept. 27, 2019 settlement reduced ROE to 12.47%.
4 Sept. 16, 2019 settlement reduced ROE to "all-in" 11.2% including all incentives.
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence
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According to SCE, the proposed TO2018 formula rate “maintains the same basic structure” as the original formula 
rate. However, SCE proposed several revisions aimed at: improving the operation of the formula rate, including moving 
“closer to industry standard practice and commission policy for the recovery of certain costs and reflecting current 
market and regulatory conditions with respect to certain stated values in the proposed formula rate, such as return on 
equity or depreciation rates.” In SCE’s TO2018 rate filing, the utility sought an increased ROE of 10.8%, inclusive of the 
50 basis point CAISO membership adder.

In December 2017, FERC issued an order accepting and suspending SCE’s TO2018 filing and establishing hearing and 
settlement judge procedures. On Sept. 16, 2019, SCE filed a proposed settlement of all issues in the case.

On Dec. 3, 2019, FERC approved the settlement, which established an “all-in return on equity” of 11.2% for SCE for the 
2018 rate year. The settlement specified that the 11.2% figure includes the base ROE, a 50 basis point adder for SCE’s 
participation in the CAISO, and project-specific incentive ROE adders of 0.75% to 1.25% that FERC previously granted 
to SCE for certain transmission projects described below.

2019 rate year — In November 2018, in accordance with the company’s formula rate protocols, SCE filed an annual 
formula rate update, known as TO2019. The TO2019 filing reduced SCE’s annual revenue requirement by $131 million, 
due primarily to the lowering of the federal corporate income tax rate to 21% from 35% due to federal tax reform. The 
TO2019 filing incorporated the same 10.8% ROE, inclusive of the 50 basis point CAISO membership adder, as SCE 
originally proposed in the TO2018 filing. 

On April 11, 2019, SCE filed proposed revisions to its transmission formula rate for the 2019 rate year, including a request 
for a base ROE of 17.12%, exclusive of any incentive ROE adders, “due to dramatic material changes to SCE’s regulatory 
and financial conditions that have occurred since SCE filed its currently effective Formula Rate … in October 2017.” 
SCE’s April 11, 2019, filing, known as TO2019A, cited the risks associated with recent severe wildfires in California and 
the state’s inverse condemnation laws in support of the dramatic increase in the company’s requested ROE. 

SCE’s TO2019A filing asserted that “[a]s a result of these laws and recent fires, SCE is exposed to significant potential 
wildfire damage claims” and “significant [California Public Utilities Commission]-related cost-recovery uncertainty. 
Accordingly, SCE is filing proposed revisions to its Formula Rate to account for this risk in a manner sufficient to attract 
the capital necessary to provide safe and reliable electric service.”

SCE also asserted that it was proposing a base ROE request that is “founded on, and fully supported by, the Commission’s 
established ROE policies.” SCE determined what it called the “conventional” ROE of 11.12%, excluding any ROE 
incentives, “that is required to reflect the significant non-wildfire regulatory and legislative risks that SCE faces as 
a public electric utility operating in California.” SCE then asserted that “[t]he conventional ROE does not reflect the 
extraordinary wildfire risks faced by SCE,” and applied a 6.0% upward adjustment to the requested ROE “to account for 
the extraordinary wildfire risks.”

On June 11, 2019, FERC issued an order accepting and suspending SCE’s TO2019A filing and establishing hearing and 
settlement judge procedures. On Dec. 3, 2019, FERC approved a partial settlement filed by SCE and the parties on Sept. 
27, 2019, addressing only the ROE used to calculate the company’s base transmission revenue requirement for the 
company’s 2019 rate year in the TO2019A filing. The partial settlement reduced SCE’s ROE on an interim basis from the 
requested 17.62% to 12.47%; both include the base ROE and a 50 basis point adder associated with SCE’s membership 
in the CAISO.

The TO2019A filing is still pending at FERC before a commission administrative law judge, and the next settlement 
conference among the parties in the proceeding is scheduled for Feb. 20, 2020.

2020 rate year — On Nov. 22, 2019, in accordance with the company’s formula rate protocols, SCE filed an annual 
formula rate update, known as TO2020. The TO2020 annual update reduced SCE’s wholesale base transmission revenue 
requirement from $1.033 billion to $0.958 billion. SCE noted that the decrease in the company’s revenue requirement 
reflects interim settlement rates previously established for the 2018 and 2019 rate years, in addition to wildfire-related 
expenses that are not anticipated to reoccur in 2020.

SCE’s TO2020 filing incorporated the 12.47% ROE approved in the partial settlement in the TO2019A proceeding 
described above. SCE asserted that the TO2020 submission is an informational update and does not subject the 
company’s formula rate to modification. 
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Transmission incentives — In 2007, FERC authorized a series of ROE incentive adders for SCE’s investment in certain 
transmission projects. First, FERC approved a 75 basis point incentive ROE adder for SCE’s Rancho Vista transmission 
project. The Rancho Vista Project included a new 500-kV substation which was completed in 2009. 

Second, FERC approved a 100 basis point incentive ROE adder for SCE’s Devers-Palo Verde II Project, or DPV2. DPV2 
consisted of the construction of two major transmission lines: (1) a 230-mile, 500-kV transmission line between Central 
Arizona near the Harquahala Generating Station and SCE’s existing Devers substation located in North Palm Springs in 
Riverside County, Calif.; and (2) a 500-kV transmission line between the Devers substation and SCE’s Valley substation 
in Southeastern California. The $560 million DPV2 project was completed in 2013.

Finally, FERC approved a 125 basis point incentive ROE adder for SCE’s Tehachapi transmission project. The Tehachapi 
project is a $1.7 billion project distributed into 11 segments, which consist of more than 200 miles of 500-kV transmission 
line, approximately 10 miles of 220-kV transmission line, and three new substation facilities. 

The Tehachapi project interconnects up to 4,500 MW of generating resources, consisting primarily of wind generation 
in the Tehachapi area, to SCE’s transmission system in the Tehachapi and Big Creek corridor areas. The first elements 
of the multi-phase project were placed in service in 2008, and in late 2016, SCE brought online the final portions of 
the project.

PG&E Corp.
PG&E’s electric transmission and distribution network covers 70,000 square miles in northern and central California, 
serving over 15 million customers. Major facilities include 18,600 miles of interconnected transmission lines, 850 
substations, 123,000 miles of distribution lines, and more than a million transformers. 

2019 rate year — PG&E has historically filed a traditional transmission rate case with FERC each year. In October 2018, 
however, PG&E filed to move away from the traditional rate case approach that the company had used since 1997 and 
requested that FERC approve a new formula-based rate. The new formula rate proposal, known as Transmission Owner 
20, or TO20, would align PG&E’s transmission ratemaking process with California’s other two investor-owned utilities, 
SCE and SDG&E, as well as more than 100 other electric utility companies in the U.S. that employ formula rates for 
transmission.

Pacific Gas and Electric Co.

Company 
filing  
reference Rate period

Adjustment 
frequency

Adjustment 
date

Base 
ROE1 ROR

Transmission 
rate base

Wholesale 
transmission 

annual rev. 
req. Equity 

Incentive 
portion of 
rate base  

Incentive 
ROE1

(%) (%) ($000) ($000) (%) ($000) (%)

RY20202 01/01/20-12/31/20 Annual 10/01/20 12.50 8.74 7,646,547 2,236,494 52.46 None NA

TO202 01/01/19-12/31/19 Annual 01/01/19 12.50 8.79  6,927,768  1,950,236 52.93 None NA

TO19 03/01/18-02/28/19 Annual 03/01/18 10.25 8.03 6,935,253 1,779,000 53.00 None NA

TO182 03/01/17-02/28/18 Annual 03/01/17 10.90 8.16 6,712,509 1,718,572 53.16 None NA

TO172 03/01/16-02/28/17 Annual 03/01/16 10.96 7.96 5,120,000 1,366,000 53.52 None NA

TO162 03/01/15-02/28/16 Annual 03/01/15 11.26 8.08 4,086,597 1,188,000 53.35 None NA

TO15 10/01/13-02/28/15 Periodic 10/01/13 10.90 8.59 3,765,866 1,027,900 52.42 None NA

TO14 05/01/13-09/30/13 Periodic 05/01/13 11.00 8.80 3,867,792 1,004,300 53.02 None NA

TO13 10/01/11-04/30/13 Periodic 10/01/11 11.50 8.79 3,045,904 778,204 53.60 None NA

TO12 03/01/10-09/30/11 Periodic 03/01/10 12.30 8.78 2,717,253 726,966 54.20 None NA

As of Jan. 21, 2020.
Note: Data represents initial company filings and does not reflect any subsequent settlement terms.
NA = Not available or not applicable; ROR = rate of return
1 Inclusive of 50 basis point adder for membership in CAISO.
2 Pending at FERC.
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence
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In addition to the proposed formula transmission rate, PG&E asserted that its filing “is also significant because it 
addresses critical issues related to the California-specific circumstances impacting PG&E’s ongoing ability to provide 
safe and reliable service to its customers.” PG&E noted “the devastating impact of extreme weather and climate-driven 
natural disasters, including, the massive wildfires that occurred in Northern and Southern California in 2017, and the 
largest wildfires in California’s history during 2018.”

Citing these and other factors, PG&E proposed an increase to 12.0% in the base ROE it had requested in recent 
traditional transmission rate case filings. In support of its requested ROE, PG&E asserted “[b]ecause of the overhanging 
uncertainties associated with catastrophic wildfires, the risks faced by PG&E’s common equity investors vastly exceed 
those of other electric utilities. Given the unique challenges currently confronting PG&E, it is not possible to identify 
a proxy group of comparable risk, and cost of equity estimates for other electric utilities fall well below the return 
that investors require to compensate for the significantly greater risks associated with an investment in PG&E’s 
common stock.”

In addition to the requested base ROE of 12.0%, PG&E requested a 50 basis point incentive ROE adder for its continued 
participation in the CAISO. 

In November 2018, FERC issued an order accepting and suspending PG&E’s TO20 formula rate filing and establishing 
hearing and settlement judge procedures, and the proceeding is still pending before a commission administrative law 
judge. On Dec. 17, 2019, the FERC law judge issued a status report to the commission stating that “the participants 
are actively exchanging settlement papers with the expectation of making an offer of settlement by March 31, 2020.”

2020 rate year — On Nov. 26, 2019, in accordance with its formula rate protocols, PG&E filed an annual update for the 
2020 rate year, known as RY2020. The RY2020 update incorporated a 12.5% ROE and increased PG&E’s transmission 
revenue requirement to $2.24 billion from $1.95 billion. In support of the increase, PG&E cited growth in transmission 
plant in service due to PG&E’s completion of transmission projects in 2018. Specifically, PG&E stated the 2020 rate 
year base revenue requirement reflects the addition of $873 million in transmission plant in service in 2018 compared 
to 2017. In addition, PG&E forecasts that it will add $1.96 billion in net transmission capital additions during 2019 and 
2020 that are scheduled to be operative by the end of 2020.

PG&E asserted that the RY2020 update submission is an informational filing and does not subject the company’s 
formula rate to modification. 

Transmission incentives — In 2014, FERC granted PG&E’s request for transmission rate incentives for its investment 
in the 230-kV Central Valley Transmission Upgrade Project in central California. PG&E requested two rate incentives for 
its investment in the project: (1) recovery of prudently incurred costs in the event the project must be abandoned for 
reasons outside PG&E’s control; and (2) confirmation that the 50 basis point incentive ROE adder to PG&E’s base ROE 
attributable to CAISO membership also applies to the project. 

Sempra Energy
SDG&E serves 3.4 million people through 1.4 million electric meters and 870,000 natural gas meters in San Diego and 
southern Orange counties, covering a service territory of 4,100 square miles. SDG&E has operated under a formula-
based transmission rate framework since 2007. 

2019 rate year — In October 2018, SDG&E proposed new formula rates for the costs of its transmission facilities for 
the 2019 rate year in a filing known as TO5 Cycle 1. The company proposed a base ROE of 10.7% plus a 50 basis point 
adder for continuing participation in the CAISO, for a total ROE of 11.2%. SDG&E’s ROE from the company’s last formula 
rate filing was 10.05%. SDG&E asserted that it now required a higher ROE because the company faces more risk than 
other regulated utilities, in large part due to catastrophic wildfires in California. SDG&E also proposed to increase the 
company’s transmission revenue requirement to $906.94 million from $817.70 million.

In December 2018, FERC accepted the proposed TO5 Cycle 1 rates, suspended them for five months and set them for 
hearing and settlement judge procedures. FERC’s order noted that “based on our preliminary analysis, we find that 
SDG&E’s proposed rates may yield substantially excessive revenues.” 
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On Oct. 18, 2019, SDG&E filed a settlement in the TO5 Cycle 1 proceeding that would establish a 10.6% ROE for the 
company, inclusive of the 50 basis point adder for participation in the CAISO. The settlement also provides that the 50 
basis point adder would be refunded if FERC issues an order ruling that SDG&E is no longer eligible for the CAISO adder. 

The settlement would further provide for a moratorium on changes to SDG&E’s base ROE of 10.1% through June 30, 
2021, and a reduction in the company’s transmission revenue requirement to $819.97 million. The settlement is now 
pending FERC action.

2020 rate year — On Dec. 2, 2019, in accordance with the company’s formula rate protocols, SDG&E filed a formula 
rate update for the 2020 rate year, known as TO5 Cycle 2. SDG&E incorporated a base ROE of 10.6% in the 2020 
update, inclusive of the 50 basis point CAISO membership adder. The TO5 Cycle 2 includes a transmission revenue 
requirement of $865.46 million, representing a $45.49 million increase, or a 5.5% change, compared to the wholesale 
revenue requirement for TO5 Cycle 1 in the pending settlement described above. SDG&E attributed the net increase in 
transmission revenue requirement to increases in operations and maintenance expenses, depreciation expense and 
transmission rate base.

SDG&E asserted that the TO5 Cycle 2 submission is an informational update and does not subject the company’s 
formula rate to modification. 

Transmission incentives — In 2014, CAISO selected SDG&E in a competitive bid process to construct the Sycamore-to-
Penasquitos 230-kV transmission project, which will provide a 16.7-mile transmission connection between SDG&E’s 
Sycamore Canyon and Penasquitos substations. The estimated $120 million to $150 million project was identified 
by CAISO and a state task force as necessary to ensure grid reliability given the closure of the San Onofre Nuclear 
Generating Station. The project will also serve to strengthen renewable energy infrastructure in the region and was 
energized in September 2018. 

In 2014, SDG&E filed a request with FERC seeking, among other things, a 100 basis point ROE incentive adder for 
the Sycamore-Penasquitos project. In 2015, FERC rejected the proposed ROE adder, finding that SDG&E failed to 
demonstrate that the risks and challenges faced by the project were either accounted for in its base ROE or addressed 
through risk-reducing incentives, including a requested abandonment incentive that FERC granted in its order. 

San Diego Gas & Electric Co.

Company 
filing  
reference Rate period

Adjustment 
frequency

Adjustment 
date

Base 
ROE1 ROR

Transmission 
rate base

Wholesale 
transmission 

annual rev. 
req. Equity 

Incentive 
portion of 
rate base  

Incentive 
ROE1

(%) (%) ($000) ($000) (%) ($000) (%)

TO5 Cycle 22 01/01/20-12/31/20 Annual 01/01/20 10.60 7.55 4,005,298 865,455 55.83 None NA

TO5 Cycle 13 01/01/19-12/31/19 Annual 01/01/19 11.20 8.07 3,665,148 906,943 55.13 None NA

TO4 Cycle 5 01/01/18-12/31/18 Annual 01/01/18 10.05 7.51 3,244,395 817,704 56.56 None NA

TO4 Cycle 4 01/01/17-12/31/17 Annual 01/01/17 10.05 7.76 3,207,000 700,700 56.46 None NA

TO4 Cycle 3 01/01/16-12/31/16 Annual 01/01/16 10.05 7.63 2,895,781 693,958 54.52 None NA

TO4 Cycle 2 01/01/15-12/31/15 Annual 01/01/15 10.05 7.58 2,820,111 809,301 53.35 None NA

TO4 Cycle 1 09/01/13-12/31/14 Semi-
annual

09/01/13 10.05 7.30 1,222,194 538,410 51.37 None NA

TO3 Cycle 6 09/01/12-08/31/13 Annual 09/01/12 11.35 8.01 1,185,324 602,624 51.96 None NA

TO3 Cycle 5 09/01/11-08/31/12 Annual 09/01/11 11.35 8.05 1,085,868 409,081 52.09 None NA

TO3 Cycle 4 09/01/10-08/31/11 Annual 09/01/10 11.35 8.45 1,001,092 322,442 56.31 None NA

As of Jan. 21, 2020.
Note: Data represents initial company filings and does not reflect any subsequent settlement terms.
NA = Not available or not applicable; ROR = Rate of return
1 Inclusive of 50 basis point adder for membership in CAISO.
2 Pending at FERC.
3 Pending at FERC. Oct. 18, 2019 settlement reduced ROE to 10.6% and revenue requirement to $819.97 million.
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence
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Trans Bay Cable 
Trans Bay Cable owns a 53-mile, 400-MW high-voltage, direct-current submarine transmission line buried beneath the 
San Francisco Bay, with converter stations at each end. The line provides direct electric transmission between PG&E’s 
Pittsburg and Potrero substations, both located in San Francisco. As a participating CAISO transmission owner, Trans 
Bay recovers its transmission revenue requirement pursuant to CAISO’s transmission tariff. 

On March 21, 2019, FERC approved NextEra Energy Transmission LLC’s proposed $1 billion acquisition of Trans Bay 
Cable. The transaction was completed on July 16, 2019.

Trans Bay Cable LLC

Rate period
Adjustment 
frequency Base ROE ROR

Transmission 
rate base

Transmission 
annual rev. req. Equity 

Incentive 
rate base  

Incentive 
ROE

(%) (%) ($000) ($000) (%) ($000) (%)

2021-TBD1 TBD 13.5 9.78 522,202 157,284 65.00 None NA

2017-20202 Triennial 13.5 9.27 476,383 153,170 60.00 None NA

2013-2016 Triennial 13.5 9.11 488,469 131,134 55.00 None NA

As of Jan. 21, 2020.
Note: Data represents initial company filings and does not reflect any subsequent settlement terms.
NA = Not available or not applicable; ROR = Rate of return
1 Pending at FERC.
2 November 2017 settlement reduced revenue requirement to $133.9 million.
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence

In 2005, FERC accepted a proposed operating memorandum setting forth the rate principles and operational 
responsibilities pursuant to which Trans Bay would undertake the development, financing, construction and operation 
of the transmission project upon its completion. 

Specifically, FERC approved the following requested rate principles for the line: (1) a 13.5% ROE; (2) a three-year rate 
moratorium beginning with Trans Bay’s first revenue requirement filing; (3) a 50/50 debt/equity structure for the first 
three years of the line’s commercial operation; and (4) a 30-year depreciation period. In granting the rate principles, 
FERC noted that Trans Bay, as a newly formed, transmission-only company, faced unique and elevated risks that 
justified the “enhanced” 13.5% ROE, particularly in light of the reliability and economic benefits the line would provide 
in addressing the critical need for generation within the City of San Francisco. 

In 2016, Trans Bay filed to revise its transmission owner tariff and to increase its annual transmission revenue 
requirement from $131.13 million to $153.17 million. Trans Bay sought a continuation of its previously authorized ROE 
of 13.5% and requested that the commission summarily accept its proposed ROE, its cost-of-service and resulting 
revenue requirement without refund, suspension or hearing, to become effective in late-2016. 

FERC subsequently set Trans Bay’s rate case filing for hearing, stating: “given that Trans Bay can no longer be 
characterized as a start-up entity and the Project has been successfully operating for six years, it is not evident that 
the 13.5% ROE may be justified based on an older risk profile. Furthermore, the 13.5% incentive ROE … constitutes 
an overall ROE without specific incentive adders. Historically, the Commission has allowed certain transmission 
companies qualifying for enhanced rate treatment to maintain an incentive ROE of 13.5%, so long as that level of return 
fell within the company’s DCF range of reasonableness.”

In November 2017, FERC approved a settlement in Trans Bay’s rate case that reduced the company’s requested annual 
transmission revenue requirement of $153.17 million to $133.9 million and a rate moratorium that provided that no 
party would propose changes to Trans Bay’s revenue requirement to be effective prior to Nov. 23, 2019. The settlement, 
which was silent on traditional rate of return parameters, also described procedures to be followed in connection with 
Trans Bay’s next rate filing to become effective as of the end of the rate moratorium. 

On Sept. 20, 2019, Trans Bay Cable filed a new transmission rate case requesting that FERC “at a minimum, summarily 
affirm the continued application of Trans Bay’s incentive return on equity … at the top of the zone of reasonableness, 
not to exceed 13.5%.” Trans Bay also proposed an increase in its annual transmission revenue requirement from $133.9 
million to $157.3 million for service over Trans Bay’s transmission line.
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In support of its request to continue the 13.5% ROE, Trans Bay asserted that: “(i) Project development was extremely 
risky; (ii) the Project was developed to provide significant economic, reliability, and public policy benefits to California 
and San Francisco ratepayers and the CAISO grid; (iii) those significant benefits were realized, and importantly, continue 
today; (iv) the incentive ROE was one of a suite of rate principles relied upon by Trans Bay and its investors to develop 
the Project and provide those significant benefits to ratepayers; and (v) without the incentive ROE the Project would 
likely not have been developed and those benefits would not be flowing to ratepayers.”

In Trans Bay’s view, it “would be inappropriate to remove the incentive ROE now, only nine years into the Project’s life, 
given the ongoing significant benefits to ratepayers. Doing so could have significant impacts on investors’ willingness 
to fund, and the Commission’s ability to incentivize, future investments in critical infrastructure.” In addition, Trans Bay 
asserts that “recent and unforeseen risks have arisen related to wildfires and California’s inverse condemnation laws 
that elevate Trans Bay’s current risk profile.”

On Nov. 21, 2019, FERC issued an order accepting and suspending Trans Bay’s rate filing and establishing hearing and 
settlement judge procedures. The first settlement conference before the settlement judge was held on Jan. 14, 2020, 
and the next settlement conference is scheduled for April 30, 2020.

DATC Path 15
DATC Path 15, a Delaware limited liability company, was formed, among other things, to hold and manage the 
transmission service rights to the Path 15 Upgrade. The Path 15 Upgrade is an 83-mile, 500-kV transmission line built 
along the existing Path 15 corridor in California. The upgraded Path 15 transmission line went into operation in 2004, 
adding roughly 1,500 MW to the existing 5,400 MW of transmission capacity from southern to northern California and 
increasing transmission capacity from north to south by about 1,100 MW. 

DATC Path 15 LLC

Rate period
Adjustment 
frequency Base ROE ROR

Transmission 
rate base

Transmission 
annual rev. req. Equity 

Incentive 
rate base  

Incentive 
ROE

(%) (%) ($000) ($000) (%) ($000) (%)

2018-2021* Triennial 13.5 11.03 104,850 25,571 55.17 None NA

2014-2017 Triennial 13.5 NA 119,456 25,925 51.53 None NA

As of Jan. 21, 2020.
NA = Not available or not applicable; ROR = Rate of return
* Pending at FERC.
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence

In February 2017, DATC submitted a proposed decrease to the transmission revenue requirement from $25.9 million to 
$25.6 million. DATC stated that “the proposed rate reduction reflects the fact that DATC Path 15 has not made, and has 
no current plans to make, significant capital additions to its sole asset, the transmission facility known as the Path 15 
Upgrade.” 

DATC Path 15 also asserted that it is entitled to a continuation of the previously granted ROE of 13.5% authorized 
in 2002, arguing that the 13.5% ROE is an incentive rate granted to DATC Path 15 “to attract investment in a critical 
infrastructure project required to address a bottleneck in California that contributed materially to the California 
Energy Crisis.”

Certain stakeholders in California protested DATC’s filing, including the continuation of the proposed 13.5% incentive 
ROE. The protesters asserted that DATC’s proposed ROE is too high because an incentive ROE is no longer necessary 
and because “it is out of line with the actual returns that DCF models are yielding.” 

In April 2017, FERC accepted the filing by DATC but noted that “preliminary analysis indicates that DATC Path 15’s proposed 
rate decrease has not been shown to be just and reasonable and may be unjust, unreasonable, unduly discriminatory or 
preferential, or otherwise unlawful. Additionally, a further rate decrease may be appropriate. Accordingly … DATC Path 
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15’s proposed rate decrease is accepted for filing, to become effective April 20, 2017, as requested, subject to further 
Commission order. In addition, pursuant to section 206 of the FPA, a proceeding is hereby instituted … concerning 
the justness and reasonableness of DATC Path 15’s proposed rate decrease, with such proceeding held in abeyance 
pending further Commission order.”

In October 2017, FERC set for hearing and settlement judge procedures DATC’s proposed reduction in its transmission 
revenue requirement, including the DCF zone of reasonableness for DATC’s ROE, and noted that “the resulting ROE 
should be set at the upper end of that zone, not to exceed 13.5%.”

On Nov. 15, 2019, a FERC administrative law judge issued an initial decision in DATC’s rate case and determined that the 
company’s 13.5% ROE remains just and reasonable. The law judge’s decision is subject to briefs on exceptions by the 
parties and subsequent FERC action.

For a complete, searchable listing of RRA’s in-depth research and analysis please go to the S&P Global Market 
Intelligence Research Library.
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Transmission rate base values for California ISO utilities ($000)

Ticker
Parent 
company Filing entity 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

2017-
2020 

CAGR

2011-
2020 

CAGR

EIX Edison 
International

Southern California 
Edison Co.

2,064,394 2,568,633 3,256,238 4,076,161 4,679,376 5,171,547 5,483,030 5,451,343 5,624,393 5,829,102 2.06 12.23

PCG PG&E Corp. Pacific Gas and 
Electric Co.

2,717,253 3,045,904 3,867,792 3,765,866 4,086,597 5,120,000 6,712,509 6,935,253 6,927,768 7,646,547 4.44 12.18

SRE Sempra 
Energy

San Diego Gas & 
Electric Co.

1,001,092 1,085,868 1,185,324 1,222,194 2,820,111 2,895,781 3,207,000 3,244,395 3,665,148 4,005,298 7.69 16.66

As of Jan. 21, 2020.
CAGR = Compound annual growth rate
Source: Regulatory Research Associates, a group within S&P Global Market Intelligence
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RRA Regulatory Focus
An Overview of Transmission Ratemaking  
in the PJM Interconnection – 2019 Update
Overview
Aggressive and sustained capital investment at American Electric Power Co.’s, or AEP’s, five transmission-only, or 
transco, subsidiaries in the PJM Interconnection footprint is clearly reflected in impressive growth in transmission rate 
base for the companies, with each reporting a year-over-year increase from 2018 to 2019 in transmission rate base in 
excess of 20%. 

With a three-year and five-year CAGR of 22.6% and 34.6%, respectively, the aggregate rate base for the AEP transcos for 
the first time exceeds the total for AEP’s six operating utilities in PJM. By comparison, the operating utilities’ aggregate 
transmission rate base demonstrated a three-year CAGR of 5.5% and a five-year CAGR of 7.1%.

The transmission rate base 
data is sourced from newly 
available transmission formula 
rate filings with the Federal 
Energy Regulatory Commission, 
which show that the aggregate 
transmission rate base for all 
11 AEP companies in PJM rose 
to $9.80 billion in 2019 from 
$8.25 billion in 2018, an increase 
of 18.8%. The year-over-year 
growth was largely driven by a 
31.2% increase in aggregate rate 
base reported by the company’s 
five transco subsidiaries. For 
comparison, AEP’s six operating 
utilities reported an aggregate 
year-over-year increase in 
transmission rate base in 2019 of 
only 7.7%. 

Of the 26 companies that operate 
in PJM and employ formula 
transmission rates followed by 
Regulatory Research Associates, 
a group within S&P Global 

September 5, 2019
spglobal.com/marketintelligence

Growth in transmission rate base  
for American Electric Power companies in PJM ($M)

1,159 1,918 2,779 2,671 3,911 5,1263,309 3,622 3,972 3,944 4,338 4,671
0

1,000

2,000

3,000

4,000

5,000

6,000

2014 2015 2016 2017 2018 2019

Transco rate base Operating company rate base

Transco 5-year CAGR Operating company 5-year CAGR

Data as of Aug. 26, 2019.
CAGR = Compound annual growth rate
Sources: FERC; S&P Global Market Intelligence

Market Intelligence, 16 reported 
a year-over-year increase in 
transmission rate base greater than 10%. The aggregate transmission rate base 
for all 26 companies in PJM grew to $43.60 billion in 2019 from $38.86 billion in 
2018, an increase of 12.2%.  

At the individual company level, Public Service Enterprise Group, or PSEG, 
subsidiary Public Service Electric & Gas Co., or PSE&G, remained at the top 
of the list of largest utilities in PJM as measured by transmission rate base at 
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$8.61 billion. PSE&G was followed by Dominion Energy Inc.’s Dominion Virginia Power Co., whose legal name is Virginia 
Electric and Power Co., at $6.00 billion, and by PPL Corp. subsidiary PPL Electric Utilities Corp. at $4.08 billion. 

AEP continues to rank first among parent companies in PJM in 2019 as measured by transmission rate base, at $9.80 
billion, followed by PSEG with $8.61 billion and Exelon Corp. with $8.49 billion.

DE

ILLINOIS

WISCONSIN

DC

PENNSYLVANIA
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VIRGINIA
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INDIANA
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OHIO

MARYLAND

9,797,307

8,613,744

8,485,303

5,995,871

5,434,012

4,076,470

611,037

586,143

American Electric
Power Co.

Public Service
Enterprise Group

Exelon Corp.

Dominion Energy Inc.

FirstEnergy Corp.*

PPL Corp.**

Duke Energy Corp.

Duquesne Light
Holdings

2019 transmission rate base in PJM

Parent company 
transmission rate base ($000)

Data compiled Aug. 28, 2019. 

* Not including Monongahela Power, Jersey Central Power & Light, Pennsylvania Electric Co., Potomac Edison and West Penn Power. 

** Not including Louisville Gas and Electric and Kentucky Utilities.

Map credit: Elizabeth Thomas 

Sources: S&P Global Market Intelligence; FERC

For the companies in the sample that employed formula rates for the years 2011 through 2019, PSE&G reported the 
fastest growth in transmission rate base, with a CAGR of 25.92% that brought the company’s transmission rate base 
value to $8.61 billion in 2019 from $1.36 billion in 2011. PSE&G was followed by PPL Electric Utilities, with a CAGR of 
21.92%, AEP’s Wheeling Power Co., with a CAGR of 21.19%, and FirstEnergy’s American Transmission Systems Inc., 
with a CAGR of 21.15%.

Apart from a 50-basis-point ROE adder enjoyed by all the companies in PJM for participation in a regional transmission 
organization, or RTO, FERC has authorized additional ROE incentive adders on a company-by-company or project-
specific basis for at least 10 companies in PJM. 
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Authorized ROEs in the region, excluding the 8.11% for the cancelled Potomac-Appalachian Highline Transmission 
project described below, range from 10.35% for AEP’s subsidiaries to 13% for specific projects developed by Exelon 
Corp.’s Commonwealth Edison, including all incentives. Details on ROE incentive adders are included in the company 
sections below.

Background
RRA first published this survey of transmission rate bases for utilities with formula rates in PJM in 2015. The first report 
compiled five years of data for each of the companies — 2015 data and four years of historical data. RRA has published 
annual updates to that first report, for a total historical data set covering nine full years from 2011 through 2019. This 
report is an update of An Overview of Transmission Ratemaking in the PJM Interconnection — 2018 Update, a report 
published on Aug. 13, 2018.

Transmission summary for PJM utilities with formula rates

Ticker Parent company Filing company

2018 total 
transmission 

rate base 
($000)

2019 total 
transmission 

rate base 
($000)

Rate base 
growth 

2018-2019 
(%)

Base 
ROE* 

(%)

Rate base 
authorized 
ROE adder 

($000)

ROE 
including 

adder* 
(%)

AEP American Electric Power Co. Appalachian Transmission Co. 3,427 29,318 755.50  10.35 None NA

AEP American Electric Power Co. Indiana Michigan Transmission Co.  1,219,216 1,724,392 41.43  10.35 None NA

AEP American Electric Power Co. Kentucky Transmission Co. 80,519 99,470 23.54  10.35 None NA

AEP American Electric Power Co. Ohio Transmission Co.  1,983,985 2,416,084 21.78  10.35 None NA

AEP American Electric Power Co. West Virginia Transmission Co. 623,627 857,200 37.45  10.35 None NA

AEP American Electric Power Co. Appalachian Power Co.  1,822,868 2,101,335 15.28  10.35 None NA

AEP American Electric Power Co. Indiana Michigan Power Co. 747,314 770,863 3.15  10.35 None NA

AEP American Electric Power Co. Kentucky Power Co. 300,309 342,717 14.12  10.35 None NA

AEP American Electric Power Co. Kingsport Power Co. 21,179 21,683 2.38  10.35 None NA

AEP American Electric Power Co. Ohio Power Co.  1,368,524 1,355,197 -0.97  10.35 None NA

AEP American Electric Power Co. Wheeling Power Co. 77,860 79,048 1.53  10.35 None NA

D Dominion Energy Inc. Virginia Electric and Power Co. 5,350,060 5,995,871 12.07 11.40 278,594 12.65

D Dominion Energy Inc. Virginia Electric and Power Co. 5,350,060 5,995,871 12.07 11.40  578,371 12.90

DUK Duke Energy Corp. Duke Energy Kentucky 20,589 21,346 3.68 11.38 None NA

DUK Duke Energy Corp. Duke Energy Ohio 464,965 589,691 26.82 11.38 None NA

NA Duquesne Light Holdings Duquesne Light Company 570,454 586,143 2.75 11.40 NA 12.40

NA Duquesne Light Holdings Duquesne Light Company 570,454 586,143 2.75 11.40 NA 12.90

EXC Exelon Corp. Atlantic City Electric Co. 714,619 822,316 15.07 10.50 56,233 12.00

EXC Exelon Corp. Baltimore Gas & Electric Co. 1,039,327 1,175,192 13.07 10.50  157,178 11.50

EXC Exelon Corp. Commonwealth Edison Co. 3,603,685 3,737,904 3.72 11.50 257,106 13.00

EXC Exelon Corp. Delmarva Power & Light Co. 808,736 912,738 12.86 10.50 56,187 12.00

EXC Exelon Corp. PECO Energy** 915,538 970,462 6.00 10.35 None NA

EXC Exelon Corp. Potomac Electric Power Co. 823,989 866,691 5.18 10.50 154,700 12.00

FE FirstEnergy Corp. American Transmission Systems Inc.  2,634,976 2,922,890 10.93 10.38 None NA

FE FirstEnergy Corp. Mid-Atlantic Interstate Transmission 675,790 1,020,420 51.00 10.30 None NA

FE FirstEnergy Corp. Trans-Allegheny Interstate  (TrAILCo) 1,492,892 1,490,702 -0.15 11.70 945,590 12.70

PPL PPL Corp. PPL Electric Utilities 3,581,503 4,076,470 13.82 11.68 633,941 12.93

PEG
Public Service Enterprise 
Group Public Service Electric and Gas 7,917,998 8,613,744 8.79 11.68 976,119 11.93

PEG
Public Service Enterprise 
Group Public Service Electric and Gas 7,917,998 8,613,744 8.79 11.68 768,277 12.93

*   Including 50 basis point ROE adder for RTO membership.
** Settlement pending at FERC as of Aug. 25, 2019.
NA = not applicable or not available; ROE = return on equity
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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FirstEnergy Corp. subsidiary Mid-Atlantic Interstate Transmission and Exelon Corp. subsidiary PECO Energy Co. filed 
proposals with FERC in 2016 and 2017, respectively, to transition from stated transmission rates to formula transmission 
rates; both companies filed formula rate data in 2017, 2018 and 2019 and are now included in this report.

FirstEnergy’s Jersey Central Power & Light Co subsidiary also filed a proposed formula transmission rate in 2016, but 
in accordance with a 2018 settlement, the utility continues to employ a stated rate and is not included in this report. 

The Potomac-Appalachian Highline Transmission project, or PATH, a 2007 joint venture between AEP and FirstEnergy, 
was a proposed $2.1 billion transmission line between West Virginia and Maryland. In 2012, PJM cancelled the project 
because previously identified reliability needs justifying development of the project no longer existed. Also in 2012, 
FERC found that the project was abandoned for reasons beyond the control of the PATH companies and that the PATH 
companies were eligible to recover their prudently incurred costs. Since 2012, the transmission rate base for the 
abandoned PATH project has dropped to only about $8 million, and the project has been removed from this report. 

RRA analyzed the transmission formula rate updates filed by 26 companies in PJM for each company’s latest rate 
year. The formula rate updates may not reflect subsequent revisions that incorporate the impact of federal tax reform, 
which, among other things, reduced the corporate federal income tax rate to 21% from 35% effective Jan. 1, 2018.

The accompanying table highlights the PJM companies in this report that employ formula transmission rates, their 
reported transmission rate base for 2018 and 2019, where available, their base ROE, and any additional ROE incentive 
adders where applicable. The appendix lists the companies with rate base values for the years 2011 through 2019, 
where available.

Formula rates
FERC policy has been to permit utilities to establish transmission rates using a formula-based approach that updates 
rates annually based on updated cost of service data, generally drawn from the same data filed by a company in its 
annual FERC Form 1. Approximately 100 utilities nationwide employ FERC-approved formula rate frameworks for 
transmission. A “stated” transmission rate is also based on traditional cost of service data, but the rate can only be 
updated through a formal rate case process.

Formula transmission rates can be based on actual historical costs or forward-looking projected costs, subject to a true 
up the following year. FERC requires that utilities employing formula rates share annual updates to their transmission 
rates, including appropriate supporting documentation, with all interested parties and file such annual updates with 
the commission on an informational basis. 

The supporting documentation in each utility’s annual update includes, among other things, transmission plant in 
service, accumulated depreciation, O&M expenses, return and capitalization calculations, composite income taxes, 
gross and net revenue requirements, and transmission rates, as well as the filing company’s determination of its 
transmission rate base.

Given the complexities inherent in determining a company’s transmission rate base from an outside perspective, the 
RRA reports, with very limited exceptions, include transmission rate base only for those companies that report such 
data in their annual updates under a formula-based rate framework. For additional information on the complex issues 
associated with determining a utility’s rate base, see RRA’s July 2, 2019, Topical Special Report entitled Rate base: How 
would you rate your knowledge of this utility industry fundamental?

Individual company details
The sections that follow provide a closer look at transmission ratemaking for each PJM company in this report that 
employs formula based rates. For each there is a summary description, followed by a table or tables that provide detail 
for each operating company regarding authorized base ROEs, rate of return, rate base, annual revenue requirement, 
network integration service rate, equity ratio, any additional ROE incentives that apply to the company’s rate base, and 
what portion of total rate base is accorded these incentive ROEs. 
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American Electric Power Co.
AEP’s transmission assets are owned by numerous distinct subsidiaries, including AEP Transmission Company LLC, 
or AEP Transco, and the AEP operating utilities. AEP Transco is the holding company for AEP’s seven transmission-
only companies, five of which are located in PJM: AEP Appalachian Transmission Company Inc., AEP Indiana Michigan 
Transmission Company Inc., AEP Kentucky Transmission Company Inc., AEP Ohio Transmission Company Inc. and 
AEP West Virginia Transmission Company Inc. AEP’s operating utilities in PJM include Appalachian Power Co., Indiana 
Michigan Power Co., Kentucky Power Co., Kingsport Power Co., Ohio Power Co. and Wheeling Power Co. 

AEP Transco and its subsidiaries were formed in 2009 to focus on incremental upgrades to AEP’s existing transmission 
system. The AEP Transco companies are independent of, but overlay, AEP’s existing vertically integrated operating 
utilities and the transmission operations of Ohio Power. 

With respect to AEP’s ROE, in 2016, American Municipal Power, or AMP, and other AEP customers filed a complaint 
against the AEP companies in PJM. The complaint asserted that the AEP companies’ authorized base ROE of 10.99% 
adopted in 2010, excluding any incentives, was excessive and should be reduced to 8.32%.

In 2018, the presiding FERC administrative law judge in the complaint case issued a “Report of Contested Settlement” 
to the commission. The contested settlement would set a base ROE of 9.85%, excluding any incentive adders, for the 
AEP companies and would cap the equity component included in each of the companies’ capital structure at the lesser 
of the company’s actual equity capital component or 55%. 

Appalachian Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.64 2,101,335 330,494 NA 49.73 None NA

2018-2019 Annual 07/01/18 10.35 7.67 1,822,868 289,103 NA 50.45 None NA

2017-2018 Annual 07/01/17 11.49 7.91 1,633,809 304,012 NA 46.88 None NA

2016-2017 Annual 07/01/16 11.49 7.93 1,658,135 291,575 NA 46.71 None NA

2015-2016 Annual 07/01/15 11.49 8.08 1,373,465 243,541 NA 45.73 None NA 

2014-2015 Annual 07/01/14 11.49 7.73 1,226,158 216,555 NA 43.44 None NA

2013-2014 Annual 07/01/13 11.49 8.02 1,237,984 228,845 NA 45.37 None NA

2012-2013 Annual 07/01/12 11.49 8.17 1,202,875 212,663 NA 44.49 None NA

2011-2012 Annual 07/01/11 11.49 8.27 1,081,169 204,375 NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Indiana Michigan Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.07 770,863 133,329 NA 45.11 None NA

2018-2019 Annual 07/01/18 10.35 7.45 747,314 128,851 NA 47.63 None NA

2017-2018 Annual 07/01/17 11.49 8.46 690,054 148,853 NA 52.50 None NA

2016-2017 Annual 07/01/16 11.49 8.89 692,759 155,932 NA 56.69 None NA

2015-2016 Annual 07/01/15 11.49 9.08 647,973 145,140 NA 55.33 None NA 

2014-2015 Annual 07/01/14 11.49 8.32 611,623 27,182 NA 52.46 None NA

2013-2014 Annual 07/01/13 11.49 8.89 590,308 125,013 NA 53.82 None NA

2012-2013 Annual 07/01/12 11.49 9.03 569,934 122,598 NA 53.38 None NA

2011-2012 Annual 07/01/11 11.49 8.83 539,738 116,901 NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Kentucky Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.21 342,717 61,493 NA 45.66 None NA

2018-2019 Annual 07/01/18 10.35 7.05 300,309 56,020 NA 44.12 None NA

2017-2018 Annual 07/01/17 11.49 7.99 304,612 62,704 NA 43.50 None NA

2016-2017 Annual 07/01/16 11.49 7.92 312,148 60,499 NA 43.31 None NA

2015-2016 Annual 07/01/15 11.49 8.09 320,431 61,331 NA 45.00 None NA 

2014-2015 Annual 07/01/14 11.49 8.47 315,864 59,711 NA 52.97 None NA

2013-2014 Annual 07/01/13 11.49 8.81 292,301 55,321 NA 46.60 None NA

2012-2013 Annual 07/01/12 11.49 8.76 266,844 50,880 NA 45.60 None NA

2011-2012 Annual 07/01/11 11.49 8.74 253,538 49,044 NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Kingsport Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.06 21,683 5,424 NA 47.72 None NA

2018-2019 Annual 07/01/18 10.35 7.08 21,179 3,417 NA 48.25 None NA

2017-2018 Annual 07/01/17 11.49 9.07 14,412 4,077 NA 65.24 None NA

2016-2017 Annual 07/01/16 11.49 8.68 15,765 4,085 NA 59.70 None NA

2015-2016 Annual 07/01/15 11.49 8.77 14,808 3,925 NA 61.00 None NA

2014-2015 Annual 07/01/14 11.49 8.76 13,791 3,695 NA 60.84 None NA

2013-2014 Annual 07/01/13 11.49 8.70 14,948 3,454 NA 59.96 None NA

2012-2013 Annual 07/01/12 11.49 8.67 10,864 2,746 NA 59.56 None NA

2011-2012 Annual 07/01/11 11.49 8.62 8,095 2,491 NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Ohio Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 8.06 1,355,197 308,953 NA 54.97 None NA

2018-2019 Annual 07/01/18 10.35 6.94 1,368,524 302,402 NA 55.77 None NA

2017-2018 Annual 07/01/17 11.49 9.10 1,219,826 340,777 NA 56.36 None NA

2016-2017 Annual 07/01/16 11.49 8.75 1,209,515 328,510 NA 49.92 None NA

2015-2016 Annual 07/01/15 11.49 8.63 1,181,403 311,709 NA 48.76 None NA

2014-2015 Annual 07/01/14 11.49 8.04 1,063,852 271,293 NA 39.48 None NA

2013-2014 Annual 07/01/13 11.49 8.82 1,075,078 271,849 NA 54.61 None NA

2012-2013 Annual 07/01/12 11.49 8.66 997,539 250,111 NA 53.15 None NA

2011-2012 Annual 07/01/11 11.49 8.48 953,959 250,505 NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Wheeling Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.28 79,048 11,191 NA 54.63 None NA

2018-2019 Annual 07/01/18 10.35 7.27 77,860 8,892 NA 54.10 None NA

2017-2018 Annual 07/01/17 11.49 7.70 81,734 14,738 NA 54.13 None NA

2016-2017 Annual 07/01/16 11.49 7.65 83,380 14,530 NA 53.73 None NA

2015-2016 Annual 07/01/15 11.49 10.22 83,748 18,190 NA 79.63 None NA

2014-2015 Annual 07/01/14 11.49 10.41 77,983 16,336 NA 82.67 None NA

2013-2014 Annual 07/01/13 11.49 10.14 70,339 14,851 NA 78.37 None NA

2012-2013 Annual 07/01/12 11.49 9.54 57,990 9,999 NA 68.70 None NA

2011-2012 Annual 07/01/11 11.49 9.45 16,983 4,875 NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

AEP Appalachian Transmission Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.57 29,318 3,781 NA 52.18 None NA

2018-2019 Annual 07/01/18 10.35 7.98 3,427 486 NA 75.11 None NA

2017-2018 Annual 07/01/17 11.49 8.17 6 123 NA 49.12 None NA

2016-2017 Annual 07/01/16 11.49 NA 72 109 NA NA None NA

2015-2016 Annual 07/01/15 11.49 NA 40 219 NA NA None NA

2014-2015 Annual 07/01/14 11.49 8.32 117 179 NA 46.15 None NA

2013-2014 Annual 07/01/13 11.49 8.44 147 150 NA 49.52 None NA

2012-2013 Annual 07/01/12 11.49 8.39 17 112 NA 48.45 None NA

2011-2012 Annual 07/01/11 11.49 8.39 NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

AEP Indiana Michigan Transmission Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.42 1,724,392 254,215 NA 54.20 None NA

2018-2019 Annual 07/01/18 10.35 7.20 1,219,216 170,985 NA 51.37 None NA

2017-2018 Annual 07/01/17 11.49 7.05 720,340 96,973 NA 44.96 None NA

2016-2017 Annual 07/01/16 11.49 7.26 757,006 97,839 NA 49.97 None NA

2015-2016 Annual 07/01/15 11.49 7.77 311,082 43,819 NA 50.00 None NA

2014-2015 Annual 07/01/14 11.49 8.32 211,623 27,182 NA 52.46 None NA

2013-2014 Annual 07/01/13 11.49 7.67 136,393 15,981 NA 49.70 None NA

2012-2013 Annual 07/01/12 11.49 5.75 20,378 2,788 NA NA None NA

2011-2012 Annual 07/01/11 11.49 8.39 NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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AEP Kentucky Transmission Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 10.35 7.38 99,470 14,210 NA 54.30 None NA

2018-2019 Annual 07/01/18 10.35 7.27 80,519 11,028 NA 52.07 None NA

2017-2018 Annual 07/01/17 11.49 8.17 55,059 8,225 NA 49.12 None NA

2016-2017 Annual 07/01/16 11.49 6.89 59,005 6,832 NA 53.00 None NA

2015-2016 Annual 07/01/15 11.49 8.42 26,465 3,318 NA 48.75 None NA

2014-2015 Annual 07/01/14 11.49 8.32 1,230 276 NA 100.00 None NA

2013-2014 Annual 07/01/13 11.49 NA 19 124 NA NA None NA

2012-2013 Annual 07/01/12 11.49 NA NA NA NA NA None NA

2011-2012 Annual 07/01/11 11.49 8.39 NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

AEP Ohio Transmission Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 7.46 2,416,084 464,514 NA 54.21 None NA

2018-2019 Annual 07/01/18 10.35 7.23 1,983,985 367,605 NA 50.97 None NA

2017-2018 Annual 07/01/17 11.49 7.41 1,452,176 282,963 NA 47.51 None NA

2016-2017 Annual 07/01/16 11.49 7.52 1,503,860 258,168 NA 49.97 None NA

2015-2016 Annual 07/01/15 11.49 8.42 1,299,306 191,022 NA 51.28 None NA

2014-2015 Annual 07/01/14 11.49 8.32 879,928 124,095 NA 50.54 None NA

2013-2014 Annual 07/01/13 11.49 7.68 415,820 53,832 NA 49.52 None NA

2012-2013 Annual 07/01/12 11.49 5.75 222,253 27,235 NA NA None NA

2011-2012 Annual 07/01/11 11.49 8.39 NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

AEP West Virginia Transmission Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 07/01/19 7.43 857,200 126,098 NA 53.84 None NA

2018-2019 Annual 07/01/18 10.35 7.26 623,627 87,743 NA 51.55 None NA

2017-2018 Annual 07/01/17 11.49 8.17 443,818 60,107 NA 49.12 None NA

2016-2017 Annual 07/01/16 11.49 7.15 459,222 56,959 NA 49.58 None NA

2015-2016 Annual 07/01/15 11.49 7.77 281,054 34,567 NA 48.75 None NA

2014-2015 Annual 07/01/14 11.49 8.32 65,835 8,142 NA 100.00 None NA

2013-2014 Annual 07/01/13 11.49 NA 129 160 NA NA None NA

2012-2013 Annual 07/01/12 11.49 8.39 9 123 NA 48.45 None NA

2011-2012 Annual 07/01/11 11.49 8.39 NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

While the contested settlement is still pending at FERC, formula rate updates filed in 2018 and 2019 by AEP’s companies 
in PJM included the stipulated 9.85% base ROE in the settlement and is reflected in this report.
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Dominion Energy Inc.
Dominion Energy subsidiary Virginia Electric and Power, or VEPCO, which does business as Dominion Virginia Power 
Co., employs formula-based transmission rates that reflect an 11.4% ROE, including the 50 basis point ROE adder 
for participation in PJM. Of VEPCO’s total transmission rate base of $6.00 billion in 2019, legacy assets of about $5.14 
billion are accorded the 11.4% ROE. Approximately 13 VEPCO transmission projects, representing about $279 million 
of rate base, are accorded a 12.65% incentive ROE, and approximately 23 projects, representing about $578 million of 
rate base, are accorded a 12.9% ROE that includes incentives. 

 Virginia Electric and Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019 Annual 01/01/19 11.40 8.17 5,995,871 1,033,304 47,471 52.1 278,594 12.65

 578,371 12.90

2018 Annual 01/01/18 11.40 8.21 5,350,060 1,031,382 52,457 52.8 275,242 12.65

579,252 12.90

2017 Annual 01/01/17 11.40 8.35 5,083,699 953,772 47,376 52.9 275,228 12.65

582,136 12.90

2016 Annual 01/01/16 11.40 8.44 4,655,808 879,872 41,245 54.1 279,851 12.65

578,894 12.90

2015 Annual 01/01/15 11.40 8.69 4,075,586 805,068 42,997 57.0 279,756 12.65

578,548 12.90

2014 Annual 01/01/14 11.40 8.92 3,343,567 664,640 35,936 57.7 280,474 12.65

546,371 12.90

2013 Annual 01/01/13 11.40 8.50 2,754,969 547,933 27,446 56.7 278,449 12.65

573,839 12.90

2012 Annual 01/01/12 11.40 8.92 2,416,341 499,547 24,569 57.7 272,045 12.65

569,042 12.90

2011 Annual 01/01/11 11.40 8.50 2,099,058 432,330 22,237 56.7 252,951 12.65

546,730 12.90

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Duke Energy Corp.
Duke Energy subsidiaries Duke Energy Kentucky Inc., or DEK, and Duke Energy Ohio Inc., or DEO, are members of PJM. 
In 2015, FERC approved a settlement for DEK and DEO pertaining to the two companies’ move from the Midcontinent 
System Operator, or MISO, to PJM, in 2012. The settlement reduced the companies’ authorized transmission ROE to 
11.38% from 12.38%, including the 50 basis point ROE RTO adder.

Duke Energy Kentucky

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 11.38 7.71 21,346 5,258 NA 52.0 None NA

2018-2019 Annual 06/01/18 11.38 7.66 20,589 4,899 NA 53.0 None NA

2017-2018 Annual 06/01/17 11.38 8.11 18,302 5,113 NA 55.0 None NA

2016-2017 Annual 06/01/16 11.38 8.19 19,546 5,450 NA 56.0 None NA

2015-2016 Annual 06/01/15 11.38 NA 15,939 4,594 NA 57.0 None NA

2014-2015 Annual 06/01/14 11.38 NA 14,167 3,992 NA 53.0 None NA

2013-2014 Annual 06/01/13 11.38 NA 8,876 3,521 NA 53.0 None NA

2012-2013 Annual 06/01/12 11.38 NA 22,449 6,912 NA 52.0 None NA

2011-2012 Annual 06/01/11 12.38 NA NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Duke Energy Ohio 

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 11.38 8.7 589,691 129,929 NA 56.0 None NA

2018-2019 Annual 06/01/18 11.38 8.40 464,965 116,402 NA 52.0 None NA

2017-2018 Annual 06/01/17 11.38 8.05 431,213 110,813 NA 48.0 None NA

2016-2017 Annual 06/01/16 11.38 8.28 388,252 102,571 NA 47.0 None NA

2015-2016 Annual 06/01/15 11.38 NA 349,981 86,772 NA 45.0 None NA

2014-2015 Annual 06/01/14 11.38 NA 345,845 78,996 NA 62.0 None NA

2013-2014 Annual 06/01/13 11.38 NA 327,499 67,788 NA 64.0 None NA

2012-2013 Annual 06/01/12 11.38 NA 359,899 71,798 NA 55.0 None NA

2011-2012 Annual 06/01/11 12.38 NA NA NA NA NA None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Duquesne Light Holdings
Duquesne Light Holdings is the parent company of Duquesne Light Company and is owned by a consortium of private 
equity investors.

In 2006, Duquesne Light filed with FERC to: (1) convert from a stated transmission rate to a formula rate and (2) 
request incentives for the Duquesne Transmission Enhancement Plan, or DTEP. By orders issued in 2007 and 2008, 
FERC approved the formula rate, a base ROE of 11.4% that included a 50 basis point ROE adder for continued PJM 
membership and a 100 basis point ROE incentive adder for the DTEP. The DTEP is a high-voltage transmission line 
intended to enhance the reliability of the 138-kV and 345-kV transmission service to Pittsburgh and surrounding areas. 
Duquesne Light also planned to increase the capacity of two existing underground 345-kV lines by using a state of the 
art forced cooling technology between its Brunot Island and Arsenal substations. Further, the DTEP involved upgrading 
various 69-kV facilities to 138 kV.

Duquesne Light Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 11.4 8.13 586,143 133,002 49,200 51.68 NA 12.4

NA 12.9

2018-2019 Annual 06/01/18 11.4 8.33 570,454 137,961 52,793 53.53 NA 12.4

NA 12.9

2017-2018 Annual 06/01/17 11.4 8.27 569,262 130,776 47.892 55.14 NA 12.4

NA 12.9

2016-2017 Annual 06/01/16 11.4 8.87 559,683 128,525 50,695 54.75 1,943 12.4

64,043 12.9

2015-2016 Annual 06/01/15 11.4 8.61 525,519 112,066 38,879 59.18 NA 12.4

NA 12.9

2014-2015 Annual 06/01/14 11.4 8.87 NA 104,697 35,397 61.17 NA 12.4

NA 12.9

2013-2014 Annual 06/01/13 11.4 9.32 490,443 99,415 34,042 63.80 NA 12.4

NA 12.9

2012-2013 Annual 06/01/12 11.4 9.65 488,684 87,067 31,015 66.72 NA 12.4

NA 12.9

2011-2012 Annual 06/01/11 11.4 9.64 461,309 77,815 29,161 68.00 NA 12.4

NA 12.9

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

As required by PJM’s 2007 Regional Transmission Expansion Plan, or RTEP, Duquesne Light proposed to construct a 
major new substation and related 345-kV and 138-kV transmission lines, including extensive underground cables, to 
maintain reliable service to Pittsburgh and the surrounding tristate area. The Brady Project was designed to complement 
the aforementioned DTEP by completing a 345-kV transmission ring around Pittsburgh. The project was accorded an 
incentive ROE of 12.9% by FERC in 2008 and was placed in service in June 2012. 
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Exelon Corp.
In 2014, FERC approved Exelon’s acquisition of Pepco Holdings LLC, the parent company of utility subsidiaries Potomac 
Electric Power Company, or Pepco, Delmarva Power & Light Company, and Atlantic City Electric Company, or ACE. 
Exelon is also the parent of utilities Baltimore Gas & Electric, or BG&E, Commonwealth Edison Co., or ComEd, and 
PECO Energy Co. 

In 2016, FERC approved a settlement filed by Pepco, Delmarva, ACE and BG&E, together with regulators and public 
advocates in the District of Columbia, Maryland, Delaware and New Jersey, to resolve two complaints regarding the 
utilities’ authorized transmission base ROE. The settlement approved by FERC provided for a base ROE of 10% for each 
of the utilities, excluding the 50 basis point RTO ROE adder. Pepco, Delmarva, ACE, BG&E and ComEd have also been 
authorized additional incentive ROEs of 100 or 150 basis points for specific transmission projects.

ComEd is a part-owner of the $1.6 billion Reliability Interregional Transmission Extension, or RITELine, project, which 
is planned to extend from the western Ohio border through Indiana to northern Illinois. The RITELine companies, which 
include ComEd, Exelon and AEP, describe the project as an approximately 420-mile, 765-kV line that will strengthen the 
transmission system in Illinois, Indiana, and Ohio. The project will include five 765-kV substations and other transmission 
facilities. The RITELine companies state that they expect the project to be placed into service approximately five to six 
years after obtaining RTEP approval by the PJM RTO. 

Atlantic City Electric Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 10.5 7.79 822,316 139,104 56,171 50.0 56,233 12.0

2018-2019 Annual 06/01/18 10.5 8.02 714,619 127,817 53,775 50.0 56,234 12.0

2017-2018 Annual 06/01/17 10.5 8.02 629,136 123,466 50,960 50.0 56,234 12.0

2016-2017 Annual 06/01/16 10.5 7.83 544,622 103,640 36,810 50.0 56,234 12.0

2015-2016 Annual 06/01/15 11.3 8.51 476,688 95,387 40,731 50.0 56,234 12.8

2014-2015 Annual 06/01/14 11.3 8.66 422,072 85,595 32,049 50.0 56,234 12.8

2013-2014 Annual 06/01/13 11.3 8.85 392,758 81,362 28,526 50.0 56,234 12.8

2012-2013 Annual 06/01/12 11.3 8.73 370,124 80,175 26,934 50.0 56,234 12.8

2011-2012 Annual 06/01/11 11.3 9.14 376,197 79,269 27,793 50.0 56,234 12.8

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Baltimore Gas & Electric Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 10.5 7.35 1,175,192 209,003 29,860 54.0  157,178 11.5

2018-2019 Annual 06/01/18 10.5 7.61 1,039,327 218,653 35,762 55.0 157,178 11.5

2017-2018 Annual 06/01/17 10.5 7.47 887,350 208,306 32,851 53.0 NA 11.5

2016-2017 Annual 06/01/16 10.5 8.09 705,211 177,320 27,285 59.0 157,178 11.5

2015-2016 Annual 06/01/15 11.3 8.46 646,901 165,585 25,237 58.0 157,176 12.3

2014-2015 Annual 06/01/14 11.3 8.53 600,119 165,390 25,047 56.1 157,178 12.3

2013-2014 Annual 06/01/13 11.3 8.35 564,419 157,344 22,369 52.9 157,178 12.3

2012-2013 Annual 06/01/12 11.3 8.43 571,703 155,026 21,792 54.0 154,575 12.3

NA 12.8

2011-2012 Annual 06/01/11 11.3 8.96 501,035 140,507 20,227 57.4 154,575 12.3

NA 12.8

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Commonwealth Edison Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 11.5 8.21 3,737,904 701,323 33,009 55.0 257,106 13.0

2018-2019 Annual 06/01/18 11.5 8.32 3,603,685 689,243 34,401 54.8 257,106 13.0

2017-2018 Annual 06/01/17 11.5 8.43 3,512,042 723,959 34,286 54.5 257,106 13.0

2016-2017 Annual 06/01/16 11.5 8.47 3,253,448 679,628 35,451 55.0 257,106 13.0

2015-2016 Annual 06/01/15 11.5 8.61 2,794,752 595,137 31,761 55.0 258,868 13.0

2014-2015 Annual 06/01/14 11.5 8.62 2,358,496 522,129 24,025 55.0 257,106 13.0

2013-2014 Annual 06/01/13 11.5 8.70 2,184,055 484,980 21,732 55.0 257,106 13.0

2012-2013 Annual 06/01/12 11.5 8.91 2,104,425 447,274 18,730 54.6 257,110 13.0

2011-2012 Annual 06/01/11 11.5 9.10 2,053,605 434,935 19,275 55.0 257,095 13.0

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Delmarva Power & Light Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 10.5 7.14 912,738 161,826 43,744 50.12 56,187 12.0

2018-2019 Annual 06/01/18 10.5 7.29 808,736 144,679 41,619 50.56 56,188 12.0

2017-2018 Annual 06/01/17 10.5 7.16 661,661 130,247 31,798 49.61 72,560 12.0

2016-2017 Annual 06/01/16 10.5 7.21 662,609 124,235 28,558 49.26 72,560 12.0

2015-2016 Annual 06/01/15 11.3 7.80 630,847 116,381 34,074 50.10 72,560 12.8

2014-2015 Annual 06/01/14 11.3 8.05 538,342 101,811 30,141 49.30 72,560 12.8

2013-2014 Annual 06/01/13 11.3 8.00 490,344 97,776 23,375 49.00 108,700 12.8

2012-2013 Annual 06/01/12 11.3 8.30 421,920 83,444 19,978 49.30 110,503 12.8

2011-2012 Annual 06/01/11 11.3 8.23 372,385 77,187 19,090 48.98 96,160 12.8

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Potomac Electric Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 10.5 7.75 866,691 183,688 31,209 50.0 154,700 12.0

2018-2019 Annual 06/01/18 10.5 7.82 823,989 168,624 28,502 50.0 125,155 12.0

2017-2018 Annual 06/01/17 10.5 7.92 674,070 162,791 25,229 50.0 154,699 12.0

2016-2017 Annual 06/01/16 10.5 7.88 688,327 157,686 23,232 49.0 154,699 12.0

2015-2016 Annual 06/01/15 11.3 8.36 678,289 155,333 26,521 49.0 154,699 12.8

2014-2015 Annual 06/01/14 11.3 8.60 608,441 145,155 24,949 50.0 154,699 12.8

2013-2014 Annual 06/01/13 11.3 8.66 631,202 153,897 23,265 49.0 201,612 12.8

2012-2013 Annual 06/01/12 11.3 8.90 543,628 135,080 20,777 50.0 150,559 12.8

2011-2012 Annual 06/01/11 11.3 8.84 443,251 112,189 16,796 48.0 144,497 12.8

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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PECO Energy

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 10.35 7.82 970,462 195,907 18,922 53.61 None NA

2018-2019 Annual 06/01/19 11.00 8.01 915,538 197,292 19,093 54.92 None NA

2017-2018 Annual 06/01/17 11.00 7.98 851,477 194,315 19,587 54.44 None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

ComEd owns 75% of the portion of the project located within Illinois; Exelon owns 12.5% of the Indiana portion of the 
project. In 2011, FERC approved incentive ratemaking treatment for the line, including a total ROE of 11.43% consisting 
of a base ROE of 9.93% plus a 50 basis point adder for PJM membership and a 100 basis point ROE adder for the 
risks and challenges of the project. The incentives are conditioned upon the project eventually being included in the 
PJM RTEP. 

FirstEnergy Corp.
FirstEnergy’s transmission system consists of over 24,000 transmission miles. More than 16,300 miles of these lines 
are owned by FirstEnergy operating utilities. The remaining 7,700 miles are owned by affiliates American Transmission 
Systems Inc., or ATSI, within the service territories of FirstEnergy subsidiaries Cleveland Electric Illuminating Co., Ohio 
Edison Co. and Toledo Edison Co. in Ohio, and Trans-Allegheny Interstate Line Co., or TrAILCo, located in Pennsylvania, 
Virginia and West Virginia. 

ATSI and TrAILCo have employed formula rates for transmission since at least 2011. FirstEnergy subsidiaries 
Pennsylvania Power Co., Potomac Edison Co., Monongahela Power Co. and West Penn Power Co. do not currently have 
formula transmission rates.

In 2016, FERC approved FirstEnergy’s plan to spin off certain transmission assets in PJM owned by subsidiaries 
Metropolitan Edison Co., or Met-Ed, and Pennsylvania Electric Co. to a separate new entity called Mid-Atlantic Interstate 
Transmission LLC, or MAIT. In 2016, MAIT and FirstEnergy subsidiary Jersey Central Power & Light Co. filed with FERC to 
transition from stated transmission rates to formula rates. 

American Transmission Systems, Inc.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019 Annual 01/01/19 10.38 8.15 2,922,890 706,371 55,074 60.0 None NA

2018 Annual 01/01/18 10.38 8.20 2,634,976  659,095 54,689 60.0 None NA

2017 Annual 01/01/17 10.38 8.24 2,417,557 574,584 45,058 60.0 None NA

2016 Annual 01/01/16 10.38 8.22 2,075,262 536,158 43,391 60.0 None NA

2015** Annual 01/01/15
12.38/ 
11.06 8.78 1,496,882 342,887 27,737 60.0 None NA

2014-2015 Annual 06/01/14 12.38 9.71 922,578 251,592 14,894 60.0 None NA

2013-2014 Annual 06/01/13 12.38 9.06 683,237 210,093 9,921 51.0 None NA

2012-2013 Annual 06/01/12 12.38 9.11 629,845 197,371 9,264 51.0 None NA

2011-2012 Annual 06/01/11 12.38 9.02 629,837 203,254 10,756 52.0 None NA

* Including 50 basis point adder for RTO membership.
** Base ROE of 12.38% effective 1/1/2015 through 6/30/2015; base ROE of 11.06% effective 7/1/2015 through 12/31/2015.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Mid-Atlantic Interstate Transmission

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 10.3 7.81 1,020,420 173,323 28,796 59.0 None NA

2018-2019 Annual 06/01/18 10.3 7.75 675,790 150,859 26,069 50.0 None NA

2017-2018 Annual 07/01/17 10.3 7.74 538,400 132,436 22,612 50.0 None NA

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Trans-Allegheny Interstate Line Company (TrAILCo)

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 11.7 8.60 1,490,702 236,436 NA 60.00 945,590 12.7

2018-2019 Annual 06/01/18 11.7 8.57 1,492,892 226,652 NA 59.72 969,650 12.7

2017-2018 Annual 06/01/17 11.7 8.58 1,623,012 267,803 NA 59.76 988,681 12.7

2016-2017 Annual 06/01/16 11.7 8.59 1,481,741 244,055 NA 59.87 1,007,415 12.7

2015-2016 Annual 06/01/15 11.7 8.59 1,337,562 218,394 NA 59.89 1,026,266 12.7

2014-2015 Annual 06/01/14 11.7 8.97 1,168,843 200,325 NA 59.42 1,036,046 12.7

2013-2014 Annual 06/01/13 11.7 8.93 1,082,610 181,544 NA 59.42 1,058,915 12.7

2012-2013 Annual 06/01/12 11.7 8.96 1,118,296 182,232 NA 59.82 1,069,935 12.7

2011-2012 Annual 06/01/11 11.7 9.71 1,129,674 174,275 NA 56.15 1,056,324 12.7

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

MAIT’s formula rate filing included a proposed 10.5% base ROE plus a 50 basis point ROE adder for participation in PJM. 
Protests against MAIT’s requested ROE were filed by the Pennsylvania Public Utility Commission, the Pennsylvania 
Office of Consumer Advocate, the Met-Ed Industrial Users Group and Penelec Industrial Customer Alliance, or 
Industrial Customers, and AMP. The Industrial Customers recommended that MAIT’s base ROE be set at 8.22%, while 
AMP recommended it be set at 8.15%. 

In 2017, FERC set MAIT’s proposed formula rate for hearing and settlement procedures. In May 2018, FERC approved a 
settlement, thereby authorizing MAIT a 9.8% base ROE plus the 50 basis point ROE adder for participation in PJM, for 
a total ROE of 10.3%.

In 2015, FERC approved a settlement that allowed ATSI to transition to a forward-looking formula rate while also 
incrementally reducing ATSI’s authorized ROE through the end of 2017. The settlement specified ROEs, including any 
incentives, to be applied for different periods as follows: (1) 12.38% from Jan. 1, 2015, through June 30, 2015; (2) 11.06% 
from July 1, 2015, through Dec. 31, 2015; and (3) 10.38% beginning Jan. 1, 2016.

With respect to ATSI’s ROE, FERC noted in the order that the 12.38% ROE was originally established in the context of 
a systemwide ROE for MISO transmission owners. FERC also noted that since it approved the current ROE for ATSI, 
circumstances have changed: ATSI is no longer a MISO member and FERC had previously allowed parties to challenge 
the justness and reasonableness of maintaining the MISO systemwide ROE of 12.38% for Duke Energy Ohio when Duke 
withdrew from MISO and integrated into PJM in 2012. ATSI withdrew from MISO and joined PJM in 2009.

In 2011, TrAILCo completed and placed into commercial operation a 150-mile transmission line, extending from 
southwest Pennsylvania to northern Virginia. The company is authorized a formula rate that currently reflects a base 
ROE of 11.7%. Approximately $946 million of TrAILCo’s total rate base of $1.49 billion is accorded an additional 100 
basis point ROE incentive adder, or an ROE of 12.7%. 
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PPL Corp.
PPL subsidiary PPL Electric Utilities LLC’s formula-based rates reflect a base ROE of 11.68%, which includes the 50 
basis point adder for participation in an RTO; $634 million of PPL’s total rate base of $4.076 billion is accorded an 
incentive ROE of 12.93%. The incentive ROE is primarily related to the approximately $1.35 billion 500-kV Susquehanna-
Roseland transmission line that PPL and PSEG jointly constructed and placed into service in May 2015. 

PPL Electric Utilities

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR        

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE*      

(%)

2019-2020 Annual 06/01/19 11.68 8.32 4,076,470 509,329 66,721 54.5 633,941 12.93

2018-2019 Annual 06/01/18 11.68 8.36 3,581,503 437,358 57,422 54.7 633,942 12.93

2017-2018 Annual 06/01/17 11.68 8.52 3,095,809 428,804 60,675 54.5 618,970 12.93

2016-2017 Annual 06/01/16 11.68 8.36 2,648,059 353,534 40,689 52.5 635,535 12.93

2015-2016 Annual 06/01/15 11.68 8.35 2,381,458 318,398 32,900 51.3 752,343 12.93

2014-2015 Annual 06/01/14 11.68 8.32 1,924,908 304,139 37,318 50.8 618,661 12.93

2013-2014 Annual 06/01/13 11.68 8.59 1,323,312 252,536 35,472 51.8 234,572 12.93

2012-2013 Annual 06/01/12 11.68 8.84 929,929 185,873 22,870 56.3 51,130 12.93

2011-2012 Annual 06/01/11 11.68 9.17 834,989 176,519 23,755 57.3 49,183 12.93

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

In 2016, PPL completed a $350 million transmission project to improve reliability in the Pocono region; this project, 
known as the Northeast/Pocono Reliability Project, is accorded an 11.68% ROE, inclusive of a 50 basis point RTO adder, 
as FERC rejected PPL’s request for an additional 100 basis point incentive ROE adder for the project. FERC found that 
PPL had not identified risks and challenges of the project sufficient to support its request for an additional ROE adder.

PPL is proposing to build a major new regional transmission line and submitted “Project Compass” to PJM as part of 
a competitive solicitation process. As proposed, the 500-kV Project Compass line would run about 725 miles from 
western Pennsylvania into New York and New Jersey. According to preliminary estimates, the cost of the project 
would be between $4 billion and $6 billion. The preliminary timeline contemplates completion of the project between 
2023 and 2025.

PPL subsidiaries Louisville Gas and Electric LLC and Kentucky Utilities LLC do not employ formula rates for transmission 
and are not included in this report.

Public Service Enterprise Group
Formula-based transmission rates for PSE&G reflect a base ROE of 11.68%, with incentives established for certain 
projects. Of PSE&G’s total $8.61 billion in rate base, approximately $979 million earns an incentive ROE of 11.93%, and 
approximately $768 million of rate base earns an incentive ROE of 12.93%.

The company’s rate base growth has been largely driven by a number of major transmission projects, including: the 500-
kV Susquehanna-Roseland line developed jointly with PPL, at an estimated cost to PSE&G of $790 million and which 
was placed in service in May 2015; the North East Grid reliability transmission project, at an estimated cost of $907 
million, extending from Hudson County to Roseland in Essex County and completed in July 2016; and the Mickleton-
Gloucester-Camden project, at an estimated cost of $435 million, a 230-kV upgrade project in southern New Jersey.
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Public Service Electric & Gas Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)

Total 
rate base 

($000)

Ann. 
rev. req. 

($000)
NISR  

($/MW-Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2019 Annual 01/01/19 11.68 8.06 8,613,744 1,160,921 119,736 53.31 976,119 11.93

768,277 12.93

2018 Annual 01/01/18 11.68 8.12 7,917,998 1,230,438 130,535 52.96 625,390 11.93

767,017 12.93

2017 Annual 01/01/17 11.68 8.14 6,975,697 1,214,229 120,931 52.65 977,782 11.93

769,266 12.93

2016 Annual 01/01/16 11.68 8.16 6,130,071 1,076,464 110,916 52.19 916,711 11.93

769,899 12.93

2015 Annual 01/01/15 11.68 8.47 5,026,648 904,982 96,521 52.27 898,976 11.93

790,589 12.93

2014 Annual 01/01/14 11.68 8.69 3,991,256 729,772 70,697 52.69 586,909 11.93

770,120 12.93

2013 Annual 01/01/13 11.68 8.47 3,020,046 570,515 54,475 52.27 262,717 11.93

551,566 12.93

2012 Annual 01/01/12 11.68 8.69 1,879,813 389,040 35,698 52.69 0 11.93

250,638 12.93

2011 Annual 01/01/11 11.68 8.73 1,362,886 286,697 27,126 52.24 0 11.93

173,485 12.93

* Including 50 basis point adder for RTO membership.
ROE = return on equity; ROR = rate of return; NISR = network integration service rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

© 2019 S&P Global Market Intelligence. All rights reserved. Regulatory Research Associates is a group within S&P Global Market Intelligence, a divi-
sion of S&P Global (NYSE:SPGI). Confidential Subject Matter. WARNING! This report contains copyrighted subject matter and confidential information 
owned solely by S&P Global Market Intelligence (SPGMI). Reproduction, distribution or use of this report in violation of this license constitutes copyright 
infringement in violation of federal and state law. SPGMI hereby provides consent to use the “email this story” feature to redistribute articles within 
the subscriber’s company. Although the information in this report has been obtained from sources that SPGMI believes to be reliable, SPGMI does not 
guarantee its accuracy.
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Transmission rate base values for PJM utilities with formula rates ($000)

Ticker Parent company Filing company 2011 2012 2013 2014 2015 2016 2017 2018 2019

2011-
2019 

CAGR 
(%)

AEP American Electric Power Co. Appalachian Transmission Co. NA 17 147 117 40 72 6 3,427 29,318 NA

AEP American Electric Power Co. Indiana Michigan Transmission Co. NA 20,378 136,393 211,623 311,082 757,006 720,340  1,219,216 1,724,392 NA

AEP American Electric Power Co. Kentucky Transmission Co. NA NA NA 1,230 26,465 59,005 55,059 80,519 99,470 NA

AEP American Electric Power Co. Ohio Transmission Co. NA 222,253 415,820 879,928 1,299,306 1,503,860 1,452,176  1,983,985 2,416,084 NA

AEP American Electric Power Co. West Virginia Transmission Co. NA 9 129 65,835 281,054 459,222 443,818 623,627 857,200 NA

AEP American Electric Power Co. Appalachian Power Co. 1,081,169 1,202,875 1,237,984 1,226,158 1,373,465 1,658,135 1,633,809  1,822,868 2,101,335  8.66 

AEP American Electric Power Co. Indiana Michigan Power Co. 539,738 569,934 590,308 611,623 647,973 692,759 690,054 747,314 770,863  4.56 

AEP American Electric Power Co. Kentucky Power Co. 253,538 266,844 292,301 315,864 320,431 312,148 304,612 300,309 342,717  3.84 

AEP American Electric Power Co. Kingsport Power Co. 8,095 10,864 14,948 13,791 14,808 15,765 14,412 21,179 21,683  13.11 

AEP American Electric Power Co. Ohio Power Co. 953,959 997,539 1,075,078 1,063,852 1,181,403 1,209,515 1,219,826  1,368,524 1,355,197  4.49 

AEP American Electric Power Co. Wheeling Power Co. 16,983 57,990 70,339 77,983 83,748 83,380 81,734 77,860 79,048  21.19 

D Dominion Energy Inc. Virginia Electric and Power Co. 2,099,058 2,416,341 2,754,969 3,343,567 4,075,586 4,655,808 5,083,699 5,350,060 5,995,871  14.02 

DUK Duke Energy Corp. Duke Energy Kentucky NA 22,449 8,876 14,167 15,939 19,546 18,302 20,589 21,346 NA

DUK Duke Energy Corp. Duke Energy Ohio NA 359,899 327,499 345,845 349,981 388,252 431,213 464,965 589,691 NA

NA Duquesne Light Holdings Duquesne Light Company 461,309 488,684 490,443 NA 525,519 559,683 569,262 570,454 586,143 3.04

EXC Exelon Corp. Atlantic City Electric Co. 376,197 370,124 392,758 422,072 476,688 544,622 629,136 714,619 822,316 10.27

EXC Exelon Corp. Baltimore Gas & Electric Co. 501,035 571,703 564,419 600,119 646,901 705,211 887,350 1,039,327 1,175,192 11.24

EXC Exelon Corp. Commonwealth Edison Co. 2,053,605 2,104,425 2,184,055 2,358,496 2,794,752 3,253,448 3,512,042 3,603,685 3,737,904 7.77

EXC Exelon Corp. Delmarva Power & Light Co. 372,385 421,920 490,344 538,342 630,847 662,609 661,661 808,736 912,738 11.86

EXC Exelon Corp. PECO Energy* NA NA NA NA NA NA 851,477 915,538 970,462 NA

EXC Exelon Corp. Potomac Electric Power Co. 443,251 543,628 631,202 608,441 678,289 688,327 674,070 823,989 866,691 8.74

FE FirstEnergy Corp. American Transmission Systems Inc. 629,837 629,845 683,237 922,578 1,496,882 2,075,262 2,417,557  2,634,976 2,922,890 21.15

FE FirstEnergy Corp. Mid-Atlantic Interstate Transmission* NA NA NA NA NA NA 538,400 675,790 1,020,420 NA

FE FirstEnergy Corp. Trans-Allegheny Interstate (TrAILCo) 1,129,674 1,118,296 1,082,610 1,168,843 1,337,562 1,481,741 1,623,012 1,492,892 1,490,702 3.53

PPL PPL Corp. PPL Electric Utilities 834,989 929,929 1,323,312 1,924,908 2,381,458 2,648,059 3,095,809 3,581,503 4,076,470 21.92

PEG
Public Service Enterprise 
Group Public Service Electric and Gas 1,362,886 1,879,813 3,020,046 3,991,256 5,026,648 6,130,071 6,975,697 7,917,998 8,613,744 25.92

* PECO Energy and Mid-Atlantic Interstate Transmission transitioned from stated rate to formula rate for 2017 rate year. A settlement in PECO Energy's 2019 update is pending at FERC as of Aug. 25, 2019.
CAGR = compound annual growth rate; NA = not applicable or not available
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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RRA Regulatory Focus
An Overview of Transmission Ratemaking 
in the Midcontinent Independent System 
Operator – 2019 Update
Overview
Double-digit transmission rate base growth at 
each of Entergy Corp.’s five operating companies 
drove an overall 11% increase in the aggregate 
transmission rate base for a group of 22 utilities in 
the Midcontinent Independent System Operator, 
or MISO, between 2018 and 2019. Of these 22 
companies that operate in MISO and employ 
formula transmission rates followed by Regulatory 
Research Associates, a group within S&P Global 
Market Intelligence, only four non-Entergy 
companies reported a year-over-year increase in 
transmission rate base greater than 10%.

Led by Entergy Mississippi Inc., with an increase of 
31.7%, and Entergy Arkansas Inc., with an increase 
of 30.1%, the aggregate transmission rate base for 
the five Entergy operating companies rose from 
$5.82 billion in 2018 to $6.93 billion in 2019, or by 
19.1%. The aggregate transmission rate base for all 
22 companies in MISO grew to $29.15 billion in 2019 
from $26.25 billion in 2018, an increase of 11%. 

The transmission rate base data is sourced from 
newly available transmission formula rate filings 
with the Federal Energy Regulatory Commission, 
which shows that the Entergy operating companies 
accounted for more than 38% of the overall increase 
in aggregate transmission rate base for the group 
of 22 utilities in MISO between 2018 and 2019.

At the individual company level, American 
Transmission Company, or ATC, remained the 
largest company in MISO as measured by transmission rate base, with $3.9 billion. 
ATC was followed by Entergy Louisiana Inc., with $2.9 billion, and by Xcel Corp. 
subsidiaries Northern States Power-Minnesota and Northern States Power-
Wisconsin, which are combined for formula rate filing purposes, with $2.89 billion.

For 2019, Entergy continues to rank first among holding companies in MISO as 
measured by transmission rate base, with $6.93 billion, followed by Fortis Inc., 
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with $6.16 billion and ATC with $3.90 billion. Ameren Corp. is a close fourth place in the parent company rankings, with 
an aggregate transmission rate base of $3.89 billion for operating companies Ameren Illinois, American Missouri and 
Ameren Transmission of Illinois, or ATXI.

Among the companies in the sample that employed formula transmission rates for the years 2011 through 2019, 
ATXI demonstrated the largest growth in transmission rate base, with a CAGR of 50.23% that brought the company’s 
transmission rate base to $1.33 billion in 2019 from only $50 million in 2011. ATXI was followed by Ameren Illinois, with 
a 2011-2019 CAGR of 20.39%, and Otter Tail Corp. subsidiary Otter Tail Power Company, with a CAGR of 15.79%

The authorized transmission return on equity for all companies in MISO, including a 50 basis point incentive adder for 
membership in a regional transmission organization, or RTO, remains unchanged from last year, at 10.82%. The 10.82% 
ROE was established by FERC in 2016 and is the subject of continuing litigation at the commission. See FERC and 
Electric Transmission ROEs – 2019 Update, published May 21, 2019.

Apart from this adder, FERC has authorized additional ROE incentive adders on a company-by-company or project-
specific basis only for three Fortis Inc. transmission-only companies in MISO. Details on these ROE incentive adders 
are included in the Fortis section below.

Background
RRA first published this survey of transmission rate bases for utilities with formula rates in MISO in 2015. The first 
report compiled five years of data for each of the companies — 2015 data and four years of historical data. RRA has 

MISO transmission formula rate summary

Ticker Transmission owner Filing entity

2018  
transmission 

rate base 
($000)

2019  
transmission 

rate base 
($000)

Rate base 
growth 

2018-
2019 (%)

ROE* 
(%)

Rate base 
authorized 
ROE adder 

($000)

ROE 
including 

adder* 
(%)

AEE Ameren Corp. Ameren Illinois 1,590,890 1,882,168 18.31  10.82 None NA

AEE Ameren Corp. Ameren Missouri 635,439 686,549 8.04  10.82 None NA

AEE Ameren Corp. Ameren Transmission of Illinois 1,267,454 1,325,931 4.61  10.82 None NA

AES IPALCO Enterprises Indianapolis Power & Light Co. 194,604 210,949 8.40  10.82 None NA

ALE ALLETE Inc. Minnesota Power Co. 564,715 692,704 22.66  10.82 None NA

BRK Berkshire Hathaway Energy MidAmerican Energy Co. 1,157,122 1,207,813 4.38  10.82 None NA

DUK Duke Energy Corp. Duke Energy Indiana 864,670 939,991 8.71  10.82 None NA

ETR Entergy Corp. Entergy Arkansas Inc.  1,458,682 1,898,099 30.12  10.82 None NA

ETR Entergy Corp. Entergy Louisiana Inc. 2,618,077 2,895,429 10.59  10.82 None NA

ETR Entergy Corp. Entergy Mississippi Inc. 812,147 1,069,255 31.66  10.82 None NA

ETR Entergy Corp. Entergy New Orleans Inc. 94,774 105,164 10.96  10.82 None NA

ETR Entergy Corp. Entergy Texas Inc. 839,025 966,003 15.13  10.82 None NA

FTS Fortis Inc. ITC Midwest 2,411,250 2,716,629 12.66  10.82 2,716,629 11.07

FTS Fortis Inc. ITC Transmission 1,739,118 1,947,137 11.96  10.82 1,947,137 11.07

FTS Fortis Inc. Michigan Electric Transmission Co. 1,363,673 1,497,827 9.84  10.82 1,497,827 11.07

MDU MDU Resources Montana-Dakota Utilities 288,969 274,213 -5.11  10.82 None NA

NI NiSource Northern Indiana Public Service Co. 926,917 968,156 4.45  10.82 None NA

OTTR Otter Tail Corp. Otter Tail Power Company 415,044 422,829 1.88  10.82 None NA

VVC Vectren Corp. Southern Indiana Gas & Electric Co. 284,443 309,265 8.73  10.82 None NA

XEL Xcel Energy Inc. Northern States Power MN WI 2,678,599 2,891,643 7.95  10.82 None NA

na American Transmission Co. American Transmission Co. 3,703,663 3,899,703 5.29  10.82 None NA

na Cleco Corporate Holdings Cleco Power 342,815 342,480 -0.01  10.82 None NA

NA = not applicable or not available; ROE = return on equity
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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published annual updates to that first report, for a total historical data set covering nine full years from 2011 through 
2019. This report is an update of An Overview of Transmission Ratemaking in MISO — 2018 update, a report published 
on Aug. 27, 2018. 

For this report, RRA analyzed the transmission formula rate updates filed by a group of 22 companies in MISO for 
each company’s latest rate year. The formula rate updates may not reflect subsequent revisions filed by individual 
companies to incorporate the impact of federal tax reform, which, among other things, reduced the corporate federal 
income tax rate to 21% from 35% effective Jan. 1, 2018.

The accompanying table lists the MISO companies in this report that employ formula based transmission rates, their 
reported transmission rate base for 2018 and 2019, where available, their base ROE, and any additional ROE incentive 
adders where applicable. The appendix includes the same companies with rate base values for the years 2011 through 
2019, where available.

Formula rates
FERC policy has been to permit utilities to establish transmission rates using a formula-based approach with annual 
updates based on cost of service data, generally drawn from the same data provided in annual FERC Form 1 filings. 
Approximately 100 utilities nationwide employ FERC-approved formula rate frameworks for transmission. A “stated” 
transmission rate is also based on traditional cost of service data, but the rate can only be updated through a formal 
rate case process.

Formula transmission rates can be based on actual historical costs or forward-looking projected costs, subject 
to a true-up the following year. FERC requires that utilities employing formula rates share annual updates to their 
transmission rates, including appropriate supporting documentation, with all interested parties and file such annual 
updates with the commission on an informational basis. 

The supporting documentation includes transmission plant in service, accumulated depreciation, O&M expenses, 
return and capitalization calculations, composite income taxes, gross and net revenue requirements, and transmission 
rates, as well as the filing company’s determination of its transmission rate base.

Given the complexities inherent in determining a company’s transmission rate base from an outside perspective, 
the RRA reports, with very limited exceptions, only include transmission rate base reported in annual updates. For 
additional information on the complex issues associated with determining a utility’s rate base, see RRA’s July 2, 2019 
report Rate base: How would you rate your knowledge of this utility industry fundamental?

Individual company details
The sections that follow provide a closer look at transmission ratemaking and investment for each holding company 
with operations in MISO that are subject to formula-based rates. For each, there is a brief description followed by a 
table or tables that provide detail for their individual operating companies regarding authorized base ROE, ROR, rate 
base, net annual revenue requirement, network integration service rate, equity ratio, any additional ROE incentives that 
apply to the company’s rate base, and the portion of total rate base that is accorded incentive ROEs.

AES Corp. 
AES Corp.’s Indianapolis Power & Light Co. is a vertically integrated utility serving 470,000 customers in and around 
Indianapolis. 
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ALLETE Corp. 
ALLETE Corp. subsidiary Minnesota Power Co., or MP, owns and operates 8,472 miles of electric transmission and 
distribution lines and 164 substations in northeastern Minnesota. 

MP is a participant in the CapX2020 initiative, a joint undertaking of 11 transmission-owning utilities in Minnesota, 
North Dakota, South Dakota and Wisconsin. CapX2020 was formed to upgrade and expand the electric transmission 
grid to ensure continued reliability in the upper Midwest. CapX2020 projects provide transmission capacity to support 
new generation resources, including renewable energy. The projects include four 345-kV transmission lines and one 
230-kV line. CapX2020 has been reported to be the largest development of new transmission in the upper Midwest in 
nearly 40 years, and the five CapX2020 lines are projected to cost more than $2 billion and cover nearly 800 miles. 

MP is a participant in three CapX2020 transmission line projects: the Monticello-St. Cloud line, the extension of that 
line to Fargo, ND, and a new 230-kV line between Bemidji, Minn., and the Boswell Energy Center near Grand Rapids, 
Minn. The Bemidji-Grand Rapids line and the Monticello-St. Cloud line were both completed in 2012, and the extension 
of the line to Fargo was completed in 2015.

Indianapolis Power & Light Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 

ROE (%)

2019-2020 Annual 6/1/2019 10.82 7.47 210,949 42,871 17,772 45.0 None NA

2018-2019 Annual 6/1/2018 10.82 7.57 194,604 42,172 18,527 46.0 None NA

2017-2018 Annual 6/1/2017 10.82 7.32 187,354 42,253 17,922 45.0 None NA

2016-2017 Annual 6/1/2016 12.88 8.23 114,485 30,207 13,006 46.0 None NA

2015-2016 Annual 6/1/2015 12.88 8.39 97,242 29,746 12,233 46.0 None NA

2014-2015 Annual 6/1/2014 12.88 8.59 99,678 22,236 9,034 46.0 None NA

2013-2014 Annual 6/1/2013 12.88 8.70 95,732 18,365 7,724 47.0 None NA

2012-2103 Annual 6/1/2012 12.88 8.74 90,232 20,125 8,152 46.0 None NA

2011-2012 Annual 6/1/2011 12.88 8.80 94,717 19,631 7,982 46.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Minnesota Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.15 692,704 83,615 NA 59.0 None NA

2018 Annual 1/1/2018 10.82 8.11 564,715 86,790 NA 58.0 None NA

2017 Annual 1/1/2017 10.82 8.13 486,307 80,115 NA 58.0 None NA

2016 Annual 1/1/2016 12.88 8.98 386,593 59,565 NA 57.0 None NA

2015 Annual 1/1/2015 12.88 8.74 313,445 58,413 28,445 54.0 None NA

2014 Annual 1/1/2014 12.88 8.71 293,361 50,600 23,947 54.0 None NA

2013 Annual 1/1/2013 12.88 8.89 233,634 48,263 17,860 55.0 None NA

2012 Annual 1/1/2012 12.88 8.82 217,218 50,805 22,662 54.0 None NA

2011 Annual 1/1/2011 12.88 9.15 221,642 53,144 23,905 56.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Ameren Corp.
Ameren Corp. operates three regulated subsidiaries, Ameren Illinois, or AI, Ameren Missouri, or AM, and ATXI. AI serves 
electric and gas customers in Illinois, and AM serves electric and gas customers in Missouri. ATXI does not serve retail 
customers but invests in MISO Multi Value Projects, which are designated by MISO after comprehensive transmission 
expansion planning with stakeholders to meet reliability needs and economic and public policy goals in the region.

Ameren Illinois

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 7.75 1,882,168 270,333 38,940 52.87 None NA

2018 Annual 1/1/2018 10.82 8.06 1,590,890 261,013 36,371 53.0 None NA

2017 Annual 1/1/2017 10.82 8.24 1,358,324 223,585 30,562 53.0 None NA

2016 Annual 1/1/2016 12.88 9.16 1,158,351 207,876 29,203 53.0 None NA

2015 Annual 1/1/2015 12.88 9.39 890,188 159,124 22,427 55.0 None NA

2014 Annual 1/1/2014 12.88 9.57 669,427 143,001 20,298 56.0 None NA

2013 Annual 1/1/2013 12.88 10.06 581,596 133,058 18,345 55.0 None NA

2012 Annual 1/1/2012 12.88 NA NA NA NA NA None NA

2011 Annual 1/1/2011 12.88 10.44 426,442 104,577 14,412 60.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Ameren Missouri

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 7.97 686,549 120,226 18,541 53.0 None NA

2018-2019 Annual 6/1/2018 10.82 8.03 635,439 118,110 19,029 52.0 None NA

2017-2018 Annual 6/1/2017 10.82 8.08 612,873 121,790 19,277 52.0 None NA

2016-2017 Annual 6/1/2016 12.88 8.85 505,365 116,493 17,873 51.0 None NA

2015-2016 Annual 6/1/2015 12.88 8.95 501,156 108,618 15,524 52.0 None NA

2014-2015 Annual 6/1/2014 12.88 9.27 419,280 88,686 12,852 53.0 None NA

2013-2014 Annual 6/1/2013 12.88 9.09 379,852 81,433 11,892 52.0 None NA

2012-2013 Annual 6/1/2012 12.88 9.17 391,949 80,833 11,608 52.0 None NA

2011-2012 Annual 6/1/2011 12.88 9.28 366,460 78,240 11,123 53.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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American Transmission Company 
ATC, founded in 2001, was the first multistate, transmission-only utility established in the U.S. ATC owns and operates 
more than 9,530 miles of transmission lines and 530 substations in an area from the Upper Peninsula of Michigan, 
throughout the eastern half of Wisconsin, and into portions of Illinois. ATC is a privately owned company, and investor-
owned utilities, municipalities, municipal electric companies and electric cooperatives from Wisconsin, Michigan, 
Minnesota and Illinois have ownership stakes in ATC.

Berkshire Hathaway Energy
Berkshire Hathaway Energy subsidiary MidAmerican Energy Co. serves 700,000 retail electric customers in portions of 
Iowa, Illinois and South Dakota. 

American Transmission Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 7.69 3,899,703 565,738 56,154 50.0 None NA

2018 Annual 1/1/2018 10.82 7.69 3,703,663 592,092 60,931 50.0 None NA

2017 Annual 1/1/2017 10.82 7.67 3,526,665 571,471 58,338 50.0 None NA

2016 Annual 1/1/2016 12.20 8.42 3,298,732 582,865 60,431 50.0 None NA

2015 Annual 1/1/2015 12.20 8.50 3,050,028 555,124 55,542 50.0 None NA

2014 Annual 1/1/2014 12.20 8.44 2,912,618 538,344 54,074 50.0 None NA

2013 Annual 1/1/2013 12.20 8.50 2,811,456 531,152 53,299 50.0 None NA

2012 Annual 1/1/2012 12.20 8.59 2,686,671 508,873 50,812 50.0 None NA

2011 Annual 1/1/2011 12.20 8.72 2,563,825 506,205 51,720 50.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Ameren Transmission of Illinois

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 7.60 1,325,931 NA NA 56.1 None NA

2018 Annual 1/1/2018 10.82 7.58 1,267,454 197,354 NA 56.0 None NA

2017 Annual 1/1/2017 10.82 7.99 1,135,362 161,413 NA 56.0 None NA

2016 Annual 1/1/2016 12.88 8.66 906,970 130,383 NA 56.0 None NA

2015 Annual 1/1/2015 12.88 8.83 535,608 71,386 NA 56.0 None NA

2014 Annual 1/1/2014 12.88 8.73 221,851 25,755 NA 57.0 None NA

2013 Annual 1/1/2013 12.88 8.49 86,371 5,637 NA 56.0 None NA

2012 Annual 1/1/2012 12.88 9.43 52,787 1,143 NA 56.0 None NA

2011 Annual 1/1/2011 12.88 10.01 50,960 NA NA 56.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Cleco Corporate Holdings
Cleco Corporate Holdings’ subsidiary Cleco Power owns and operates a transmission system consisting of approximately 
1,300 miles of transmission lines and 81 transmission substations in Louisiana. In 2015, FERC approved the sale of 
Cleco Corp. to a North American investor group named Cleco Partners for approximately $4.9 billion. Cleco Partners 
consists of infrastructure investment organizations, including Macquarie Infrastructure and Real Assets and British 
Columbia Investment Management, together with John Hancock Financial and other infrastructure investors. The 
transaction closed in 2016.

Duke Energy Corp.
Duke Energy subsidiary Duke Energy Indiana is the only Duke subsidiary in MISO and serves approximately 820,000 
customers in Indiana. 

Cleco Power

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 8.15 342,480 47,489 17,852 53.0 None NA

2018-2019 Annual 6/1/2018 10.82 8.06 342,815 47,302 19,283 NA None NA

2017-2018 Annual 6/1/2017 10.82 8.55 298,824 51,875 20,342 55.0 None NA

2016-2017 Annual 6/1/2016 12.88 9.46 277,997 49,624 19,089 55.0 None NA

2015-2016 Annual 6/1/2015 12.88 8.23 324,688 57,039 NA 53.0 None NA

2014-2015 Annual 6/1/2014 12.88 9.35 322,465 59,114 19,429 54.0 None NA

2013-2014 Annual 6/1/2013 12.88 8.50 266,292 52,110 17,468 NA None NA

2012-2013 Annual 6/1/2012 NA 9.29 232,098 42,868 NA 50.0 None NA

2011-2012 NA NA NA NA NA NA NA NA NA NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

MidAmerican Energy Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 7.57 1,207,813 105,077 25,630 52.0 None NA

2018 Annual 1/1/2018 10.82 7.60 1,157,122 111,182 27,706 52.0 None NA

2017 Annual 1/1/2017 10.82 9.07 1,093,353 120,085 30,140 55.0 None NA

2016 Annual 1/1/2016 12.88 8.71 1,078,584 114,413 28,322 53.0 None NA

2015 Annual 1/1/2015 12.88 8.18 883,262 105,582 26,424 50.0 None NA

2014 Annual 1/1/2014 12.88 8.41 632,482 112,214 29,209 50.0 None NA

2013 Annual 1/1/2013 12.88 8.61 494,335 92,955 24,371 53.0 None NA

2012 Annual 1/1/2012 12.88 9.06 381,686 72,151 19,058 53.0 None NA

2011 Annual 1/1/2011 12.88 NA NA NA NA NA None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Entergy Corp.
Entergy Corp. employed a system-wide open-access transmission tariff and transmission rate until it transitioned 
into MISO in 2013. For the rate years 2011-2012 and 2012-2013, Entergy Services filed system-wide transmission 
data in annual formula rate updates for Entergy’s operating companies, Entergy Arkansas Inc., Entergy Gulf States 
Louisiana Inc., Entergy Louisiana Inc., Entergy Mississippi Inc., Entergy New Orleans Inc. and Entergy Texas Inc. During 
those two rate years, Entergy’s system-wide, consolidated transmission rate base declined slightly from $2.3 billion to 
approximately $2.2 billion.

Upon Entergy’s integration into MISO in 2013, a transmission rate was calculated separately for each Entergy operating 
company based on a 2012 historical test year and applied through May 2014. Beginning June 1, 2014, the transmission 
rates were updated with 2013 calendar-year data. Data for the individual Entergy operating companies is only available 
for the six rate years 2013-2014 through 2018-2019. In addition, in 2015, the Louisiana operations of Entergy Gulf 
States were rolled into Entergy Louisiana; the Texas operations became Entergy Texas. 

Entergy Arkansas Inc.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 7.42 1,898,099 250,178  39,650 47.89 None NA

2018-2019 Annual 6/1/2018 10.82 7.15  1,458,682 209,340 NA 46.38 None NA

2017-2018 Annual 6/1/2017 10.82 7.31 1,333,909 210,504 NA 46.61 None NA

2016-2017 Annual 6/1/2016 12.88 7.87 1,083,494 229,811 41,180 45.70 None NA

2015-2016 Annual 6/1/2015 12.88 7.52 1,034,426 184,067 31,500 44.83 None NA

2014-2015 Annual 6/1/2014 12.88 7.74 670,884 135,452 23,628 46.00 None NA

2013-2014 Annual 6/1/2013 12.88 8.01 638,321 142,620 22,197 48.00 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Duke Energy Indiana

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 8.07 939,991 162,289 29,429 53.0 None NA

2018-2019 Annual 6/1/2018 10.82 7.90 864,670 152,656 29,359 52.0 None NA

2017-2018 Annual 6/1/2017 10.82 7.88 761,646 150,649 28,056 52.0 None NA

2016-2017 Annual 6/1/2016 12.88 8.52 722,955 150,155 28,809 50.0 None NA

2015-2016 Annual 6/1/2015 12.88 8.49 684,472 138,002 25,625 50.0 None NA

2014-2015 Annual 6/1/2014 12.88 8.59 618,613 130,453 24,924 51.0 None NA

2013-2014 Annual 6/1/2013 12.88 8.52 506,630 116,219 23,062 50.0 None NA

2012-2013 Annual 6/1/2012 12.88 8.72 498,343 110,905 24,309 52.0 None NA

2011-2012 Annual 6/1/2011 12.88 8.45 485,732 114,907 NA NA None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Entergy Mississippi Inc. 

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/

MW-Yr)
Equity 

(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 7.35 1,069,255 161,888 52,340 49.38 None NA

2018-2019 Annual 6/1/2018 10.82 7.15 812,147 91,490 NA 48.25 None NA

2017-2018 Annual 6/1/2017 10.82 7.79 638,309 129,943 NA 49.56 None NA

2016-2017 Annual 6/1/2016 12.88 8.65 535,167 117,688 36,710 50.06 None NA

2015-2016 Annual 6/1/2015 12.88 8.61 483,008 108,784 35,800 48.86 None NA

2014-2015 Annual 6/1/2014 12.88 8.59 475,243 115,237 44,743 48.00 None NA

2013-2014 Annual 6/1/2013 12.88 7.87 442,074 107,679 37,009 44.00 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Entergy New Orleans Inc.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/

MW-Yr)
Equity 

(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 7.74 105,164 19,285  NA 53.89 None NA

2018-2019 Annual 6/1/2018 10.82 8.14 94,774 19,585 NA 54.27 None NA

2017-2018 Annual 6/1/2017 10.82 8.03 79,699 15,436 NA 56.07 None NA

2016-2017 Annual 6/1/2016 12.88 9.43 64,496 25,725 21,560 62.06 None NA

2015-2016 Annual 6/1/2015 12.88 8.67 37,283 13,620 NA 52.28 None NA

2014-2015 Annual 6/1/2014 12.88 8.52 26,011 13,577 16,685 50.00 None NA

2013-2014 Annual 6/1/2013 12.88 8.57 22,373 13,090 15,306 53.00 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Entergy Louisiana Inc.*

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE** 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)

Incentive 
ROE** 

(%)

2019-2020 Annual 6/1/2019 10.82 7.37 2,895,429 369,828 29,910 47.00 None NA

2018-2019 Annual 6/1/2018 10.82 7.51 2,618,077 336,379 NA 47.75 None NA

2017-2018 Annual 6/1/2017 10.82 7.64 2,121,951 312,598 NA 48.21 None NA

2016-2017 Annual 6/1/2016 12.88 9.24 1,560,300 369,895 34,600 51.42 None NA

2015-2016 Annual 6/1/2015 12.88 8.54 790,822 170,091 14,600 48.44 None NA

2014-2015 Annual 6/1/2014 12.88 8.53 632,204 136,428 20,791 50.00 None NA

2013-2014 Annual 6/1/2013 12.88 8.90 606,291 134,816 22,444 55.00 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Effective October 1, 2015, the Louisiana operations of Entergy Gulf States were rolled into Entergy Louisiana.
** Includes 50-basis-point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Fortis Inc.
In 2016, FERC approved the acquisition of ITC Holdings by Canadian company Fortis Inc. ITC was the largest independent 
electric transmission company in the U.S. Through its three regulated operating subsidiaries in MISO, ITC Transmission, 
or ITCT, Michigan Electric Transmission, or METC, and ITC Midwest, or ITCM, ITC owns and operates high-voltage 
transmission facilities in Illinois, Iowa, Kansas, Michigan, Minnesota, Missouri and Oklahoma. 

FERC granted ITCT and METC 100-basis-point ROE adders in 2003 and 2006, respectively, based on their independent 
transmission owner business model. In 2015, FERC approved an ROE incentive adder of 50 basis points for ITCM. 

On Oct. 18, 2018, FERC determined that the acquisition by Fortis has “reduced, but not eliminated, the ITC Companies’ 
independence from market participants,” and as a result, FERC reduced the ROE incentive adder for each of the three 
companies to 25 basis points.

ITC Transmission Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.48 1,947,137 269,242 31,574 60.0 1,947,137 11.07

2018 Annual 1/1/2018 10.82 8.73 1,739,118 258,170 30,226 60.0 1,739,118 11.35

2017 Annual 1/1/2017 10.82 8.71 1,688,571 264,043 30,883 60.0 1,688,571 11.35

2016 Annual 1/1/2016 12.88 10.21 1,663,171 262,798 30,605 60.0 1,663,171 13.88

2015 Annual 1/1/2015 12.88 10.30 1,510,408 248,332 28,943 60.0 1,510,408 13.88

2014 Annual 1/1/2014 12.88 10.30 1,379,630 237,157 27,663 60.0 1,379,630 13.88

2013 Annual 1/1/2013 12.88 10.25 1,162,323 220,690 25,761 60.0 1,162,323 13.88

2012 Annual 1/1/2012 12.88 10.40 1,028,301 217,792 26,256 60.0 1,028,301 13.88

2011 Annual 1/1/2011 12.88 10.50 987,390 244,134 29,940 60.0 987,390 13.88

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Entergy Texas Inc.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019-2020 Annual 6/1/2019 10.82 8.47 966,003 152,390 43,080 52.15 None NA

2018-2019 Annual 6/1/2018 10.82 8.13 839,025 86,771 NA 50.91 None NA

2017-2018 Annual 6/1/2017 10.82 8.40 747,653 132,148 NA 50.14 None NA

2016-2017 Annual 6/1/2016 12.88 9.39 674,402 142,202 42,930 50.57 None NA

2015-2016 Annual 6/1/2015 12.88 9.50 535,922 128,384 36,030 50.03 None NA

2014-2015 Annual 6/1/2014 12.88 9.44 416,101 109,531 31,464 49.00 None NA

2013-2014 Annual 6/1/2013 12.88 9.36 384,601 99,337 26,466 48.00 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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MDU Resources Group
MDU Resources Group’s Montana-Dakota Utilities division serves approximately 130,000 electric customers and 
245,000 natural gas customers in North Dakota, South Dakota, Montana and Wyoming. 

Michigan Electric Transmission Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.33 1,497,827 245,013 37,247 60.0 1,497,827 11.07

2018 Annual 1/1/2018 10.82 8.44 1,363,673 231,840 35,127 60.0 1,363,673 11.35

2017 Annual 1/1/2017 10.82 8.45 1,335,636 227,639 34,485 60.0 1,335,636 11.35

2016 Annual 1/1/2016 12.88 9.87 1,233,107 221,386 33,396 60.0 1,233,107 13.38

2015 Annual 1/1/2015 12.88 10.14 1,158,755 216,873 32,861 60.0 1,158,755 13.38

2014 Annual 1/1/2014 12.88 10.09 1,115,132 220,483 33,366 60.0 1,115,132 13.38

2013 Annual 1/1/2013 12.88 10.21 976,663 199,660 30,316 60.0 976,663 13.38

2012 Annual 1/1/2012 12.88 10.34 844,264 189,437 28,913 60.0 844,264 13.38

2011 Annual 1/1/2011 12.88 10.38 725,223 181,296 28,051 60.0 725,223 13.38

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

ITC Midwest

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.47 2,716,629 333,421 113,523 60.0 2,716,629 11.07

2018 Annual 1/1/2018 10.82 8.57 2,411,250 356,462 121,651 60.0 2,411,250 11.32

2017 Annual 1/1/2017 10.82 8.67 2,196,261 349,142 119,324 60.0 2,196,261 11.32

2016 Annual 1/1/2016 12.88 9.14 2,017,999 350,578 119,042 60.0 2,017,999 12.88

2015 Annual 1/1/2015 12.88 9.26 1,791,523 326,332 112,606 60.0 1,791,523 12.88

2014 Annual 1/1/2014 12.88 9.21 1,619,425 312,326 107,071 60.0 1,619,425 12.88

2013 Annual 1/1/2013 12.88 9.41 1,415,986 276,758 95,073 60.0 1,415,986 12.88

2012 Annual 1/1/2012 12.88 9.62 1,124,854 238,287 82,998 60.0 1,124,854 12.88

2011 Annual 1/1/2011 12.88 9.74 899,855 240,101 83,863 60.0 899,855 12.88

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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NiSource Inc.
NiSource subsidiary Northern Indiana Public Service Company serves approximately 461,000 customers in 20 counties 
in the northern part of Indiana. 

Otter Tail Corporation
Otter Tail Corp. subsidiary Otter Tail Power Co. serves approximately 130,000 customers in a 70,000 square-mile area of 
northeastern South Dakota, eastern North Dakota and west-central Minnesota.

Northern Indiana Public Service Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.23 968,156 95,756 33,989 55.0 None NA

2018 Annual 1/1/2018 10.82 8.49 926,917 108,496 38,701 58.0 None NA

2017 Annual 1/1/2017 10.82 8.47 850,261 132,320 45,783 58.0 None NA

2016 Annual 1/1/2016 12.88 9.42 643,368 125,529 42,004 58.0 None NA 

2015 Annual 1/1/2015 12.88 9.53 500,453 121,619 41,317 58.0 None NA 

2014 Annual 1/1/2014 12.88 9.64 393,305 118,658 41,941 58.0 None NA 

2013 Annual 1/1/2013 12.88 9.99 378,412 117,441 41,388 59.0 None NA 

2012 Annual NA 12.88 NA NA NA NA NA None NA 

2011-2012 Annual 6/1/2011 12.88 9.08 357,762 102,599 36,630 59.0 None NA 

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Montana-Dakota Utilities Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 7.60 274,213 19,343 31,349 50.0 None NA

2018 Annual 1/1/2018 10.82 7.82 288,969 21,295 35,058 50.0 None NA

2017 Annual 1/1/2017 10.82 7.79 242,963 22,252 36,571 50.0 None NA

2016 Annual 1/1/2016 12.88 8.53 166,536 18,176 33,615 51.0 None NA

2015 Annual 1/1/2015 12.88 8.61 122,642 20,225 39,312 50.0 None NA

2014 Annual 1/1/2014 12.88 9.15 105,578 24,014 46,709 55.0 None NA

2013 Annual 1/1/2013 12.88 10.06 114,130 26,271 35,561 59.0 None NA

2012 Annual 1/1/2012 12.88 NA NA NA NA NA None NA

2011 Annual 1/1/2011 12.88 NA NA NA NA NA None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Vectren Corporation
Vectren subsidiary Southern Indiana Gas and Electric Co. provides energy delivery services to approximately 145,200 
electric customers and approximately 111,500 gas customers located near Evansville in southwestern Indiana.

Xcel Energy Inc.

Xcel Energy subsidiaries Northern States Power-Minnesota, or NSP-M, and Northern States Power-Wisconsin, or 
NSP-W, are transmission-owning members of MISO and are combined for transmission reporting purposes. NSP-M 
serves portions of Minnesota, North Dakota and South Dakota and provides electric utility service to approximately 1.4 
million customers. NSP-W serves approximately 255,000 customers in Wisconsin and Michigan.

Southern Indiana Gas and Electric Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.05 309,265 34,962 34,538 58.0 None NA

2018 Annual 1/1/2018 10.82 8.25 284,443 35,766 38,139 60.0 None NA

2017 Annual 1/1/2017 10.82 8.11 272,467 32,125 31,005 56.0 None NA

2016 Annual 1/1/2016 12.88 8.86 275,135 31,902 31,393 54.0 None NA

2015 Annual 1/1/2015 12.88 9.00 275,532 29,128 29,057 55.0 None NA

2014 Annual 1/1/2014 12.88 9.02 270,409 28,061 27,863 54.0 None NA

2013 Annual 1/1/2013 12.88 9.15 271,604 25,553 24,814 54.0 None NA

2012 Annual 1/1/2012 12.88 9.48 260,883 26,391 25,818 55.0 None NA

2011 Annual 1/1/2011 12.88 9.78 245,067 27,069 28,022 54.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Otter Tail Power Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 8.31 422,829 30,228 33,799 55.0 None NA

2018 Annual 1/1/2018 10.82 8.31 415,044 27,419 31,600 54.0 None NA

2017 Annual 1/1/2017 10.82 8.53 396,068 29,571 40,483 57.0 None NA

2016 Annual 1/1/2016 12.88 9.19 325,508 28,776 39,402 53.0 None NA

2015 Annual 1/1/2015 12.88 9.08 258,574 25,310 35,902 52.0 None NA

2014 Annual 1/1/2014 12.88 8.90 231,868 20,343 30,845 49.0 None NA

2013 Annual 1/1/2013 12.88 9.31 200,251 22,441 33,479 54.0 None NA

2012 Annual 1/1/2012 12.88 9.24 174,155 24,703 38,796 52.0 None NA

2011 Annual 1/1/2011 12.88 9.64 130,863 25,747 38,410 53.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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In 2014, Xcel submitted and received approval from MISO for its subsidiary Xcel Energy Transmission Development 
Company to compete for a set of transmission projects that are expected to be proposed in the MISO region resulting 
from FERC Order 1000. The order, issued in 2011, reformed FERC’s electric transmission planning and cost allocation 
requirements for utility transmission providers. Order 1000 also, for the first time, allowed RTO/ISOs to utilize competitive 
bidding for certain new transmission projects in their respective regions. Previously, incumbent transmission providers 
enjoyed a right-of-first-refusal to build new transmission projects in their service territories.

Northern States Power-Minnesota and Northern States Power-Wisconsin

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE* 

(%)
ROR 

(%)
Rate base 

($000)

Annual 
rev. req. 

($000)
NISR ($/
MW-Yr)

Equity 
(%)

Rate base 
subject to 
incentive  

($000)
Incentive 
ROE* (%)

2019 Annual 1/1/2019 10.82 7.85 2,891,643 370,656 44,133 53.0 None NA

2018 Annual 1/1/2018 10.82 7.92 2,678,599 370,587 44,230 54.0 None NA

2017 Annual 1/1/2017 10.82 7.91 2,609,590 355,016 42,744 52.0 None NA

2016 Annual 1/1/2016 12.88 8.83 2,619,524 402,420 55,483 53.0 None NA

2015 Annual 1/1/2015 12.88 8.96 2,469,599 359,232 48,775 53.0 None NA

2014 Annual 1/1/2014 12.88 8.91 2,114,299 322,308 44,026 53.0 None NA

2013 Annual 1/1/2013 12.88 9.03 1,800,662 322,943 44,846 54.0 None NA

2012 Annual 1/1/2012 12.88 9.32 1,465,720 327,994 44,339 54.0 None NA

2011 Annual 1/1/2011 12.88 9.61 1,240,525 270,341 36,309 55.0 None NA

NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

© 2019 S&P Global Market Intelligence. All rights reserved. Regulatory Research Associates is a group within S&P Global Market Intelligence, a divi-
sion of S&P Global (NYSE:SPGI). Confidential Subject Matter. WARNING! This report contains copyrighted subject matter and confidential information 
owned solely by S&P Global Market Intelligence (SPGMI). Reproduction, distribution or use of this report in violation of this license constitutes copyright 
infringement in violation of federal and state law. SPGMI hereby provides consent to use the “email this story” feature to redistribute articles within 
the subscriber’s company. Although the information in this report has been obtained from sources that SPGMI believes to be reliable, SPGMI does not 
guarantee its accuracy.
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Appendix: rate base values for MISO utilities with formula rates ($000)

Ticker
Transmission 
owner Filing entity 2011 2012 2013 2014 2015 2016 2017 2018 2019

2016-
2019 

CAGR 
(%)

2011-
2019 

CAGR 
(%)

AEE Ameren Corp. Ameren Illinois 426,442 NA 581,596 669,427 890,188 1,158,351 1,358,324 1,590,890 1,882,168 17.56 20.39

AEE Ameren Corp. Ameren Missouri 366,460 391,949 379,852 419,280 501,156 505,365 612,873 635,439 686,549 10.75 8.16

AEE Ameren Corp. Ameren Transmission of Illinois 50,960 52,787 86,371 221,851 535,608 906,970 1,135,362 1,267,454 1,325,931 13.49 50.28

AES IPALCO Enterprises Indianapolis Power & Light Co. 94,717 90,232 95,732 99,678 97,242 114,485 187,354 194,604 210,949 22.60 10.53

ALE ALLETE Inc. Minnesota Power Co. 221,642 217,218 233,634 293,361 313,445 386,593 486,307 564,715 692,704 21.46 15.31

BRK Berkshire 
Hathaway Energy

MidAmerican Energy Co. NA 381,686 494,335 632,482 883,262 1,078,584 1,093,353 1,157,122 1,207,813 3.84 NA

DUK Duke Energy Corp. Duke Energy Indiana 485,732 498,343 506,630 618,613 684,472 722,955 761,646 864,670 939,991 9.15 8.60

ETR Entergy Corp. Entergy Services Inc.* 2,295,749 2,197,559 NA NA NA NA NA NA NA NA NA

ETR Entergy Corp. Entergy Arkansas Inc. NA NA 638,321 670,884 1,034,426 1,083,494 1,333,909 1,458,682 1,898,099 20.55 NA

ETR Entergy Corp. Entergy Gulf States Inc. NA NA 361,158 389,671 581,355 NA NA NA NA NA NA

ETR Entergy Corp. Entergy Louisiana Inc.** NA NA 606,291 632,204 790,822 1,560,300 2,121,951 2,618,077 2,895,429 NA NA

ETR Entergy Corp. Entergy Mississippi Inc. NA NA 442,074 475,243 483,008 535,167 638,309 812,147 1,069,255 25.95 NA

ETR Entergy Corp. Entergy New Orleans Inc. NA NA 22,373 26,011 37,283 62,894 79,699 94,774 105,164 18.69 NA

ETR Entergy Corp. Entergy Texas Inc. NA NA 384,601 416,101 535,922 618,894 747,653 839,025 966,003 16.00 NA

FTS Fortis Inc. ITC Midwest 899,855 1,124,854 1,415,986 1,619,425 1,791,523 2,017,999 2,196,261 2,411,250 2,716,629 10.42 14.81

FTS Fortis Inc. ITC Transmission 987,390 1,028,301 1,162,323 1,379,630 1,510,408 1,663,171 1,688,571 1,739,118 1,947,137 5.39 8.86

FTS Fortis Inc. Michigan Electric Transmission Co. 725,223 844,264 976,663 1,115,132 1,158,755 1,233,107 1,335,636 1,363,673 1,497,827 6.70 9.49

MDU MDU Resources Montana-Dakota Utilities Co. NA NA 114,130 105,578 122,642 166,536 242,963 288,969 274,213 18.08 NA

NI NiSource Northern Indiana Public Service Co. 357,762 NA 378,412 393,305 500,453 643,368 850,261 926,917 968,156 14.59 13.25

OTTR Otter Tail Corp. Otter Tail Power Company 130,863 174,155 200,251 231,868 258,574 325,508 396,068 415,044 422,829 9.11 15.79

VVC Vectren Corp. Southern Indiana Gas & Electric Co. 245,067 260,883 271,604 270,409 275,532 275,135 272,467 284,443 309,265 3.97 2.95

XEL Xcel Energy Inc. Northern States Power MN WI 1,240,525 1,465,720 1,800,662 2,114,299 2,469,599 2,619,524 2,609,590 2,678,599 2,891,643 3.35 11.16

NA American 
Transmission Co.

American Transmission Co. 2,563,825 2,686,671 2,811,456 2,912,618 3,050,028 3,298,732 3,526,665 3,703,663 3,899,703 5.74 5.38

NA Cleco Corporate 
Holdings

Cleco Power NA 232,098 266,292 322,465 324,688 277,997 298,824 342,815 342,480 7.20 NA

NA = not available or not applicable
* Entergy Services filed consolidated formula rate updates on behalf of all Entergy operating utilities prior to 2013.
** Represents the combined rate base of Entergy Gulf States and Entergy Louisiana beginning in 2016. Effective October 1, 2015, the Louisiana operations of Entergy Gulf States were 
rolled into Entergy Louisiana.
Source: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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RRA Regulatory Focus
An Overview of Transmission Ratemaking  
in ISO New England – 2019 Update
Overview
Transmission rate base growth in ISO New England, or ISO-NE, accelerated for the second consecutive year, reaching 
$9.88 billion in 2019 from $9.08 billion in 2018, an increase of 8.8%. This follows growth of 7.2% from 2017 to 2018 and 
of only 6.3% from 2016 to 2017. 

The transmission rate base data, which is sourced from 
2019 transmission formula rate filings with the Federal 
Energy Regulatory Commission, demonstrates that 
the increasing growth rate observed in ISO-NE is led by 
Eversource Energy, which reported an 11.8% increase in 
transmission rate base to $5.76 billion in 2019 from $5.15 
billion in 2018.

Regulatory Research Associates, a group within S&P 
Global Market Intelligence, follows 11 companies that 
operate in ISO-NE with formula transmission rates. In 
2019, transmission rate base for these companies ranged 
from a low of $3.1 million for Unitil Corp.’s Fitchburg Gas 
and Electric Co. to $2.78 billion for Eversource Energy 
subsidiary Connecticut Light & Power Co., or CL&P.

At the individual operating company level, Eversource 
subsidiary Public Service Company of New Hampshire 
reported the sharpest year-over-year transmission rate 
base increase among these 11 companies, growing 20.8% 
to $864 million in 2019 from $715 million in 2018. 

United Illuminating Co., a subsidiary of Avangrid Inc., 
reported the second largest year-over-year growth, from 
$539 million in 2018 to $620 million in 2019, or 14.9%. 
CL&P reported the next largest growth, from $2.46 billion 
in 2018 to $2.78 billion in 2019, or 13.1%.

The return on equity for all transmission owners in ISO-
NE remained unchanged in 2019 at 11.07%, including a 50 basis point incentive adder for participation in a regional 
transmission organization or independent system operator. The ROE in ISO-NE is the subject of ongoing litigation 
at FERC that began in 2011, and the commission is currently considering stakeholder comments on a proposal to 

November 13, 2019
spglobal.com/marketintelligence

ISO New England

Source: FERC

fundamentally revise the methodology used to establish ROEs for electric 
utilities. See the ISO-NE return on equity section below for more information.

FERC has granted additional transmission ROE incentive adders of up to 125 
basis points for certain investments by utilities in ISO-NE. FERC orders in 2014, 
however, have capped the total ROE for ISO-NE companies at 11.74% including 
all incentives. See the individual company sections below for additional details 
on these incentive adders.
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Evolution of ISO-NE
In 1966, the Northeast Power Coordinating Council was formed to improve system reliability after the 1965 Northeast 
Blackout shut down power for 30 million customers in New England, New York, New Jersey, Pennsylvania and part of 
Ontario, Canada.  

In 1971, the New England Power Pool, or NEPOOL, was formed by the region’s private and municipal utilities and was 
intended to foster cooperation and coordination among utilities in the six-state region of Connecticut, Massachusetts, 
New Hampshire, Rhode Island, Vermont and most of Maine. Initially, NEPOOL operated as a “tight power pool,” a single, 
unified regional network with coordinated operations covering the bulk power facilities subject to its control, including 
a centralized control center to provide central dispatch services. 

Following the issuance of FERC’s transmission open-access mandate in Order No. 888 in 1996, NEPOOL was required 
to revise its operational and organizational structure to satisfy the requirements for an RTO or ISO. To meet those 
requirements, NEPOOL elected to contract with an independent entity, ISO-NE, to perform those functions.

Subsequently, ISO-NE, with FERC’s approval, was authorized to fulfill the obligations of an ISO beginning in 1997. Also 
in 1997, ISO-NE created a management system for the region’s bulk power system and new wholesale markets to 
ensure open access to the region’s transmission system.

In 2004, FERC conditionally recognized ISO-NE as an RTO and, in 2005, designated ISO-NE as the RTO for the six-state 
New England region.

Background
RRA first published this survey of transmission rate bases for utilities with formula rates in ISO-NE in 2015. The first 
report compiled five years of data for each of the companies — 2015 data and four years of historical data. RRA has 
published annual updates to that first report, for a total historical data set covering nine full years from 2011 through 
2019. This report is an update of An Overview of Transmission Ratemaking in ISO New England — 2018 Update, a report 
published on Oct. 25, 2018. 

ISO-NE transmission formula rate summary

Ticker Parent company Filing entity

Transmission 
investment 
base 2018-

2019 ($000)

Transmission 
investment 
base 2019-

2020 ($000)

Investment 
base growth 

2018-2019 
to 2019-
2020 (%)

Base 
ROE 
(%)*

Investment 
base subject 

to incentive 
ROE ($000)

Incentive 
ROE (%)*

AGR Avangrid Inc. Central Maine Power Co. 1,104,754 1,126,724 1.99  11.07 911,629 11.74

AGR Avangrid Inc. The United Illuminating Company 539,112 619,711 14.95  11.07 354,103 11.74

EMA Emera Inc. Emera Maine 228,831 226,099 -1.19  11.07 NA NA

ES Eversource Energy Connecticut Light & Power Co. 2,456,226 2,777,860 13.09  11.07 1,221,162 11.74

ES Eversource Energy NSTAR Electric Co. 1,293,099 1,384,529 7.07  11.07 194,681 11.74

ES Eversource Energy Public Service Co. of New Hampshire 715,270 864,243 20.83  11.07 75,496 11.74

ES Eversource Energy Western Massachusetts Electric Co. 687,987 736,171 7.00  11.07 376,922 11.74

NEE NextEra Energy Inc. New Hampshire Transmission LLC 43,487 46,067 5.93  11.07 NA NA

UTL Unitil Corp. Fitchburg Gas and Electric Co. 2,795 3,148 12.63  11.07 NA NA

na National Grid USA New England Power Co. 1,186,573 1,198,264 0.98  11.07 247,625 11.74

na na Vermont Transco LLC 818,484 895,913 9.46  11.07 177,351 11.74

*Inclusive of 50 basis point incentive adder for membership in ISO-NE. Total ROE capped at 11.74% inclusive of all incentive adders pursuant to 
FERC Opinion 531. 
NA = not applicable or not available; ROE = return on equity
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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For this report, RRA analyzed the transmission formula rate updates filed by a group of 11 companies in ISO-NE for 
the latest rate year. The formula rate updates may not reflect subsequent revisions filed by individual companies to 
incorporate the impact of federal tax reform, which, among other things, reduced the corporate federal income tax rate 
to 21% from 35% effective Jan. 1, 2018.

The accompanying summary table lists the ISO-NE companies in this report that employ formula-based transmission 
rates, their reported transmission rate base for 2018 and 2019, where available, their base ROE, and any additional 
ROE incentive adders where applicable. The appendix includes the same companies with rate base values for the years 
2011 through 2019, where available.

Formula transmission rates 
FERC policy has been to permit utilities to establish transmission rates using a formula-based approach that adjusts 
rates annually based on updated cost of service data, generally drawn from the same data filed by a company in its 
annual FERC Form 1. Approximately 100 utilities nationwide employ FERC-approved formula rate frameworks for 
transmission. A “stated” transmission rate is also based on traditional cost of service data, but the rate can only be 
updated through a formal rate case process.

Formula transmission rates can be based on actual historical costs or forward-looking projected costs, subject 
to a true-up the following year. FERC requires that utilities employing formula rates share annual updates to their 
transmission rates, including appropriate supporting documentation, with all interested parties and file such annual 
updates with the commission on an informational basis. 

The supporting documentation in each utility’s annual update includes, among other things, transmission plant in 
service, accumulated depreciation, O&M expenses, return and capitalization calculations, composite income taxes, 
gross and net revenue requirements, and transmission rates, as well as the filing company’s determination of its 
transmission rate base.

Given the complexities inherent in determining a company’s transmission rate base from an outside perspective, the 
RRA reports, with very limited exceptions, include transmission rate base only for those companies that report such 
data in their annual updates under a formula-based rate framework. For additional information on the complex issues 
associated with determining a utility’s rate base, see RRA’s July 2, 2019, Topical Special Report entitled Rate base: How 
would you rate your knowledge of this utility industry fundamental?

Transmission ratemaking in ISO-NE
The annual updates filed by utilities in New England report transmission “investment base,” and that term is used 
in lieu of the term “rate base.” Wherever possible, the investment base data included in this report does not include 
construction work in progress, or CWIP. 

In New England, transmission owners recover transmission revenue requirements through a combination of local and 
regional open access transmission tariff, or OATT, rates. The transmission owners provide regional network service, or 
RNS, over their regional high-voltage lines pursuant to ISO-NE’s OATT, and the rate for RNS is calculated annually using 
a formula rate for all pool transmission facilities, or PTF, in New England. The RNS formula rate applies only to PTF, i.e., 
those assets that have been turned over to the operational control of ISO-NE by transmission owners in New England.

The ISO-NE formula rate for RNS was established by settlement and accepted by FERC in 1999. The formula rate 
defines the inputs and factors to be used by every transmission owner in ISO-NE for calculating its annual revenue 
requirement. All ISO-NE transmission owners are required to jointly submit to FERC an informational filing that updates 
the RNS rates under ISO-NE’s OATT. The total of the transmission owners’ revenue requirements, including adjustments 
for an annual true-up and other items, is used to establish the rate for RNS in effect from June 1 through May 31 of each 
rate year. 
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ISO-NE return on equity
In 2004, in conjunction with conditionally approving the formation of ISO-NE, FERC approved a base ROE of 10.2% for 
members of ISO-NE, as well as a 74 basis point ROE adder to reflect interest rate data at that time and a 50 basis point 
incentive ROE adder for RTO/ISO participation, resulting in a total authorized ROE of 11.44%. In 2006, FERC revised the 
base ROE upward from 10.2% to 10.4%, resulting in an overall ROE of 11.64%, inclusive of the 50 basis point RTO/ISO 
incentive. 

In response to a complaint filed in 2011, FERC issued in 2014 an order finding that ISO-NE’s then-existing base ROE 
of 11.14%, excluding any incentives, was unjust and unreasonable. FERC reduced ISO-NE’s base ROE to 10.57% and 
determined that ISO-NE’s maximum ROE, including all incentives, cannot exceed 11.74%, which was the top of the “zone 
of reasonableness” determined in the proceeding. Both ISO-NE transmission owners and New England stakeholders 
appealed FERC’s order to the U.S. Court of Appeals for the District of Columbia Circuit, or D.C. Circuit.

In 2012, a second complaint was filed against ISO-NE, arguing that the base ROE should be reduced to 8.7%; in 2014, a 
third complaint was filed, arguing that ISO-NE’s base ROE should be reduced to 8.84%. 

In 2016, the administrative law judge in the second and third complaint cases issued an initial decision recommending 
that the base ROE going forward for transmission owners in ISO-NE be increased from 10.57% to 10.9%, with an overall 
ROE ceiling including all incentives of 12.19%. 

Shortly thereafter, a fourth complaint was filed against ISO-NE by a group of utilities known as Eastern Massachusetts 
Consumer-Owned Systems, or EMCOS. In its complaint, EMCOS argued that the base ROE for ISO-NE transmission 
owners should be reduced from 10.57% to 8.61% and the overall ROE ceiling, which was set at 11.74% by FERC’s order 
in 2014, should be reduced to 11.24%.

Later that year, FERC set the fourth complaint for hearing, while also acknowledging concerns raised by the Edison 
Electric Institute over the “pancaking” of multiple complaint proceedings by reiterating a previous explanation that 
the Regulatory Fairness Act allows successive requests for rate changes so long as each is based on “new, more 
current data.” 

The commission acknowledged that “[u]tilities are free to file for successively higher rate increases based on later 
common equity cost data without regard to the status of their prior requests, and a fair symmetry requires that 
complainants also be free to file complaints requesting further rate decreases based on later common equity cost 
data without regard to the status of their prior complaints.” 

In 2017, in response to the appeals of FERC’s 2014 order on the first complaint, the D.C. Circuit issued an opinion 
vacating and remanding the FERC orders that reduced the authorized base ROE for transmission owners in ISO-NE 
from 11.14% to 10.57%. 

In October 2018, FERC issued an order in response to the D.C Circuit’s remand and addressed all four complaints 
against ISO-NE. FERC proposed a fundamental change to the commission’s policies for determining an appropriate 
ROE for electric utilities by giving equal weight to the results of four financial models instead of primarily relying on the 
discounted cash flow model that the commission has historically used. 

FERC directed the parties in the ISO-NE cases to submit briefs and reply briefs regarding the proposed new ROE 
approach and how to apply it to the four pending complaints involving transmission owners in New England. FERC 
action in the cases is pending.

Individual company details 
The sections that follow provide a closer look at transmission ratemaking and investment for each holding company with 
operations in ISO-NE that is covered by RRA. For each there is a summary description, followed by a table or tables that 
provide detail for each operating company regarding authorized base ROE, ROR, investment base, net annual revenue 
requirement, network integration service rate, equity ratio, any additional ROE incentives that apply to the company’s 
investment base, and the portion of total investment base that is accorded incentive ROEs, where applicable. The 
Appendix tracks the transmission investment base for companies in ISO-NE for rate years 2011-12 through 2018-19.
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Avangrid Inc.
Avangrid Inc. subsidiary Central Maine Power Co., or CMP, conducts regulated electric transmission and distribution 
operations in Maine. CMP serves approximately 612,000 customers in a service territory of approximately 11,000 
square miles with a population of approximately 1 million. CMP’s service territory is located in the southern and central 
areas of Maine and contains most of Maine’s industrial and commercial centers, including the city of Portland and the 
Lewiston-Auburn, Augusta-Waterville, Saco-Biddeford and Bath-Brunswick areas.

United Illuminating Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base ROE 
(%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.64 619,711 166,094 111,940 56.63 354,103 11.74

2018-2019 Annual 6/1/2018 11.07 8.66 539,112 158,462 110,430 56.15 370,397 11.74

2017-2018 Annual 6/1/2017 11.07 8.42 535,456 146,226 111,958 54.42 382,770 11.74

2016-2017 Annual 6/1/2016 11.07 8.13 480,546 133,961 103,296 50.03 302,434 11.74

2015-2016 Annual 6/1/2015 11.07 8.18  458,700 145,891 98,700 50.63 201,817 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

8.32 449,635 116,209 89,796 48.31 190,507 12.64/
11.74

2013-2014 Annual 6/1/2013 11.64 8.63 409,285 130,586 86,947 51.74 219,387 12.64

2012-2013 Annual 6/1/2012 11.64 8.91 377,520 114,354 75,255 50.37 246,067 12.64

2011-2012 Annual 6/1/2011 11.64 8.74  386,705 85,388 63,884 48.07 295,072 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Central Maine Power Company

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.55 1,126,724 223,775 111,940 59.13 911,629 11.74

2018-2019 Annual 6/1/2018 11.07 8.60 1,104,754 219,997 110,430 59.64 968,238 11.74

2017-2018 Annual 6/1/2017 11.07 8.49 1,143,917 247,631 111,958 62.40 1,001,555 11.74

2016-2017 Annual 6/1/2016 11.07 8.65 1,136,321 245,428 103,296 60.26 945,107 11.74

2015-2016 Annual 6/1/2015 11.07 8.73 855,355 244,434 98,700 62.10 721,940 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

9.04 651,428 251,563 89,796 60.65 456,199 12.89/ 
11.74

53,384 12.64/ 
11.74

2013-2014 Annual 6/1/2013 11.64 9.27 418,034 220,574 86,947 61.84 203,759 12.89

55,413 12.64

2012-2013 Annual 6/1/2012 11.64 9.69 533,684 147,223 75,255 65.77 37,936 12.89

53,086 12.64

2011-2012 Annual 6/1/2011 11.64 10.01  177,457 158,933 63,884 67.60 21,185 12.89

55,606 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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CMP owns 78.3% of Maine Electric Power Co.’s, or MEPCO’s, common stock.  The remaining 21.7% is held by Emera 
Maine. MEPCO owns and operates a 345-kV transmission interconnection between Wiscasset, Maine, and the Maine-
New Brunswick international border at Orient, Maine, where it interconnects with New Brunswick Power’s facilities in 
the province of New Brunswick, Canada.

In 2010, CMP launched the Maine Power Reliability Program, or MPRP, a five-year project to support the development 
of new renewable energy resources and help ensure long-term reliability by increasing the capacity and efficiency of 
the New England transmission grid. The MPRP included the construction of five new 345-kV substations and related 
facilities linked by approximately 450 miles of new or rebuilt transmission lines. The MPRP was completed in 2015 at a 
final cost of $1.36 billion.

CMP was granted a 125 basis point incentive ROE adder for the MPRP by FERC in 2008. The commission found that an 
ROE incentive was justified because the MPRP was not routine and faced significant siting, construction, regulatory, 
environmental and financial risks and challenges. Considering the other incentives FERC approved for the MPRP, 
such as inclusion of CWIP in investment base and the ability to recover sunk costs if the project was abandoned, the 
commission determined that the MPRP warranted a 125 basis point ROE adder, rather than the 150 basis point ROE 
adder that CMP requested.

AVANGRID subsidiary United Illuminating Co., or UI, serves approximately 325,000 customers in the Greater New Haven 
and Bridgeport areas of Connecticut. 

Pursuant to an agreement with Eversource Inc. subsidiary CL&P, UI has the right to invest in and own transmission 
assets associated with the Connecticut portion of the New England East-West Solution, or NEEWS, projects. See the 
Eversource section below for more information on the NEEWS projects.

In 2007, FERC granted UI a 50 basis point incentive ROE adder for employing advanced technology for the $1.3 billion 
Middletown-Norwalk transmission project. See the Eversource section below for additional details. 

Emera Inc.
Emera Inc. subsidiary Emera Maine is the consolidated operations of Bangor Hydro Electric and Maine Public Service, 
which officially became one utility in 2014. Emera Maine serves 154,000 customers, and its two service districts 
encompass almost 9,000 square miles and approximately 1,265 miles of transmission lines in eastern Maine. Emera’s 
Bangor Hydro District is a member of ISO-NE, and its rates are regulated through ISO-NE’s open access transmission tariff.

Emera’s Maine Public District service territory, in far northern Maine, is not connected to the New England bulk power 
system and is not a member of ISO-NE. 

Emera Maine

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.15 226,099 38,419 111,940 54.13 NA NA

2018-2019 Annual 6/1/2018 11.07 8.25 228,831 39,469 110,430 56.03 NA NA

2017-2018 Annual 6/1/2017 11.07 8.66 247,793 47,600 111,958 59.26 NA NA

2016-2017 Annual 6/1/2016 11.07 8.96 248,108 50,753 103,296 64.25 NA NA

2015-2016 Annual 6/1/2015 11.07 8.60  236,690 47,940 98,700 63.51 NA NA

2014-2015 Annual 6/1/2014 11.64/ 
11.07

9.89 241,376 51,267 89,796 67.51 NA NA

2013-2014 Annual 6/1/2013 11.64 9.87 229,237 47,745 86,947 64.10 NA NA

2012-2013 Annual 6/1/2012 11.64 10.30 178,451 47,773 75,255 68.43 NA NA

2011-2012 Annual 6/1/2011 11.64 10.21  161,822 40,463 63,884 66.89 NA NA

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
NA = not applicable or not available
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Eversource Energy
In 2015, Northeast Utilities, or NU, and its wholly owned utility subsidiaries CL&P, NSTAR Electric, Public Service Company 
of New Hampshire, or PSNH, and Western Massachusetts Electric Company, or WMECO, commenced doing business as 
Eversource Energy. CL&P serves customers in Connecticut; NSTAR serves customers in eastern Massachusetts; PSNH 
serves customers in New Hampshire; and WMECO serves customers in western Massachusetts.

Connecticut Light & Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.27 2,777,860 536,291 111,940 55.47 1,221,162 11.74

2018-2019 Annual 6/1/2018 11.07 8.21 2,456,226 491,369 110,430 54.75 1,273,540 11.74

2017-2018 Annual 6/1/2017 11.07 8.39 2,274,460 497,306 111,958 56.46 1,654,815 11.74

2016-2017 Annual 6/1/2016 11.07 8.23 2,172,418 454,550 103,296 54.10 1,396,927 11.74

2015-2016 Annual 6/1/2015 11.07 8.62 2,003,982 456,421 98,700 54.22 1,311,433 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

8.67 1,915,735 426,297 89,796 53.20 117,933 12.89/ 
11.74

1,211,706 12.64/ 
11.74

2013-2014 Annual 6/1/2013 11.64 8.74 1,778,523 418,244 86,947 54.61 24,816 12.89

1,257,642 12.64

2012-2013 Annual 6/1/2012 11.64 8.68 1,756,033 399,857 75,255 52.09 9,265 12.89

1,308,113 12.64

2011-2012 Annual 6/1/2011 11.64 8.73 1,849,211 399,705 63,884 52.01 9,850 12.89

1,393,254 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

NSTAR Electric Co.

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 7.80 1,384,529 251,621 111,940 55.25 194,681 11.74

2018-2019 Annual 6/1/2018 11.07 7.66 1,293,099 244,750 110,430 54.22 202,708 11.74

2017-2018 Annual 6/1/2017 11.07 8.09 1,228,858 256,744 111,958 56.41 212,527 11.74

2016-2017 Annual 6/1/2016 11.07 7.97 1,055,830 224,324 103,296 56.51 222,125 11.74

2015-2016 Annual 6/1/2015 11.07 8.47 981,869 234,176 98,700 58.26 232,134 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

8.47 952,774 240,491 89,796 57.78 245,138 12.64/ 
11.74

2013-2014 Annual 6/1/2013 11.64 8.70 731,334 200,907 86,947 58.48 251,504 12.64

2012-2013 Annual 6/1/2012 11.64 8.98 601,519 172,933 75,255 58.77 286,377 12.64

2011-2012 Annual 6/1/2011 11.64 8.91 605,881 162,054 63,884 57.68 298,831 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Eversource is a major participant in the NEEWS transmission projects developed by system planners from ISO-NE, 
CL&P, WMECO and National Grid. The projects were identified by ISO-NE in its regional planning process to address 
reliability issues in New England.

The main components of the NEEWS projects are 345-kV high-voltage lines. The projects also include upgrades to 
substations and improvements to the region’s 115-kV electric system. The NEEWS projects are estimated to cost $2.1 
billion and include the projects summarized below.

Public Service Company of New Hampshire

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.46 864,243 173,049 111,940 61.80 75,496 11.74

2018-2019 Annual 6/1/2018 11.07 8.19 715,270 149,981 110,430 57.40 77,711 11.74

2017-2018 Annual 6/1/2017 11.07 8.09 651,299 142,834 111,958 56.41 80,902 11.74

2016-2017 Annual 6/1/2016 11.07 7.88 554,245 119,371 103,296 53.60 84,212 11.74

2015-2016 Annual 6/1/2015 11.07 8.15 493,064 109,897 98,700 53.44 90,210 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

8.04 448,019 98,592 89,796 52.06 93,438 12.64/ 
11.74

2013-2014 Annual 6/1/2013 11.64 8.25 385,327 89,912 86,947 52.31 97,126 12.64

2012-2013 Annual 6/1/2012 11.64 8.29 360,700 82,838 75,255 52.15 101,001 12.64

2011-2012 Annual 6/1/2011 11.64 8.52 313,650 75,811 63,884 52.78 104,998 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Western Massachusetts Electric Company

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.06 736,171 138,897 111,940 56.00 376,922 11.74

2018-2019 Annual 6/1/2018 11.07 7.89 687,987 126,244 110,430 53.53 370,442 11.74

2017-2018 Annual 6/1/2017 11.07 7.96 615,517 127,312 111,958 54.22 371,442 11.74

2016-2017 Annual 6/1/2016 11.07 7.98 583,847 119,122 103,296 53.60 385,286 11.74

2015-2016 Annual 6/1/2015 11.07 8.01 553,658 110,445 98,700 50.45 399,554 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

7.96 564,089 104,257 89,796 50.47 391,487 12.89/ 
11.74

8,338 12.64/ 
11.74

2013-2014 Annual 6/1/2013 11.64 8.24 443,479 99,397 86,947 50.63 251,403 12.89

8,541 12.64

2012-2013 Annual 6/1/2012 11.64 8.52 185,550 71,312 75,255 51.29 20,686 12.89

9,109 12.64

2011-2012 Annual 6/1/2011 11.64 9.02 139,478 31,862 63,884 51.23 9,581 12.89

9,584 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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• The Greater Springfield Reliability Project, or GSRP, was the first and largest project within the NEEWS family of 
projects. At an approximate cost of $718 million, the GSRP was fully energized in 2013. The project was designed to 
improve transmission system reliability, ease transmission bottlenecks in the greater Springfield and north central 
Connecticut areas and meet more stringent federal and regional reliability standards.

• The Interstate Reliability Project, or IRP, is the second major NEEWS project. It includes CL&P’s construction of 
an approximately 40-mile, 345-kV overhead line from Lebanon, Conn., to the Connecticut-Rhode Island border in 
Thompson, Conn., where it connects to transmission enhancements being constructed by National Grid in Rhode 
Island and Massachusetts. Eversource’s portion of the project cost was $218 million. Construction was completed 
and the project placed in service in 2015. 

• The Greater Boston and New Hampshire Solution, or Greater Boston, proposed by NU and National Grid, was 
selected in 2015 by ISO-NE to enhance the region’s system reliability. Greater Boston consists of a portfolio of 
electric transmission upgrades encompassing the Merrimack Valley and metropolitan Boston areas of southern New 
Hampshire and eastern Massachusetts. 

Transmission owners participating in NEEWS projects were authorized a 125 basis point incentive ROE adder by FERC 
in 2008. FERC found the transmission owners demonstrated the projects are non-routine and the significant risks and 
challenges faced by the projects warranted the granting of an ROE incentive.

In 2008, FERC authorized CL&P a 50 basis point incentive ROE adder for advanced technology for the $1.3 billion 
Middletown to Norwalk transmission project. CL&P’s share of the project was estimated to be $1 billion. The project 
was a joint undertaking between UI and CL&P to build a new 345-kV transmission line from Middletown to Norwalk, 
Conn., and to rebuild and modify portions of the existing 115-kV transmission system. 

National Grid US
New England Power Co., or NEP, holds the New England transmission assets of parent National Grid US, a subsidiary 
of the UK-based National Grid PLC. NEP provides services to National Grid utility affiliates Massachusetts Electric, 
Nantucket Electric and Narragansett Electric and maintains and operates a 9,000-mile transmission system serving 
parts of Massachusetts, New Hampshire, Rhode Island, Maine and Vermont. 

National Grid is also a participant in the NEEWS projects. See the Eversource section for more details on NEEWS. 

New England Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.14 1,198,264 393,845 111,940 63.46 247,625 11.74
2018-2019 Annual 6/1/2018 11.07 7.20 1,186,573 391,929 110,430 62.58 253,206 11.74
2017-2018 Annual 6/1/2017 11.07 7.50 1,030,976 411,746 111,958 64.51 216,573 11.74
2016-2017 Annual 6/1/2016 11.07 7.35 1,013,188 378,391 103,296 64.46 211,609 11.74
2015-2016 Annual 6/1/2015 11.07 7.76 963,081 373,071 98,700 68.45 163,079 11.74
2014-2015 Annual 6/1/2014 11.64/ 

11.07
7.70 857,265 346,484 89,796 64.18 36,667 12.89/ 

11.74
126,412 12.64/ 

11.74
2013-2014 Annual 6/1/2013 11.64 7.87 729,866 307,127 86,947 64.25 33,641 12.89

192,796 12.64
2012-2013 Annual 6/1/2012 11.64 7.93 696,437 273,521 75,255 64.55 31,094 12.89

184,864 12.64
2011-2012 Annual 6/1/2011 11.64 7.91  643,133 197,600 63,884 64.07 9,003 12.89

186,437 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE. 
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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NextEra Energy Inc.
NextEra Energy subsidiary New Hampshire Transmission, or NHT, owns the Seabrook Substation, a 345-kV facility 
located in Seabrook, N.H. The Seabrook Substation connects the Seabrook Nuclear Generating Station to the New 
England transmission grid and interconnects three 345-kV transmission lines in New England. Operational control of 
the Seabrook Substation is under the authority of ISO-NE. 

New Hampshire Transmission LLC

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.94 46,067 13,681 111,940 60.00 NA NA

2018-2019 Annual 6/1/2018 11.07 8.94 43,487 12,623 110,430 59.60 NA NA

2017-2018 Annual 6/1/2017 11.07 9.04 35,716 10,493 111,958 60.00 NA NA

2016-2017 Annual 6/1/2016 11.07 9.03 40,007 12,806 103,296 59.60 NA NA

2015-2016 Annual 6/1/2015 11.07 9.08  37,130 15,735 98,700 60.00 NA NA

2014-2015 Annual 6/1/2014 11.64/ 
11.07

9.38 37,934 19,079 89,796 59.96 NA NA

2013-2014 Annual 6/1/2013 11.64 8.48 37,493 14,080 86,947 60.00 NA NA

2012-2013 Annual 6/1/2012 11.64 8.58 36,799 10,179 75,255 59.98 NA NA

2011-2012 Annual 6/1/2011 11.64 8.62  39,302 13,700 63,884 59.27 NA NA

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Unitil Corp.
Unitil Corp.’s principal business is the distribution of electricity and natural gas to approximately 180,600 customers 
throughout its service territories in the states of New Hampshire, Massachusetts and Maine. Unitil is the parent 
company of three wholly-owned distribution utilities: Unitil Energy, which provides electric service in the southeastern 

Fitchburg Gas and Electric Company

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.58 3,148 874 111,940 48.10 NA NA

2018-2019 Annual 6/1/2018 11.07 8.01 2,795 790 110,430 47.15 NA NA

2017-2018 Annual 6/1/2017 11.07 9.33 3,011 932 111,958 54.94 NA NA

2016-2017 Annual 6/1/2016 11.07 9.35 2,676 905 103,296 53.28 NA NA

2015-2016 Annual 6/1/2015 11.07 9.15 2,666 778 98,700 50.32 NA NA

2014-2015 Annual 6/1/2014 11.64/ 
11.07

9.26 2,583 544 89,796 48.81 NA NA

2013-2014 Annual 6/1/2013 11.64 9.21 865 430 86,947 47.78 NA NA

2012-2013 Annual 6/1/2012 11.64 8.96 741 843 75,255 43.67 NA NA

2011-2012 Annual 6/1/2011 11.64 8.94 471 294 63,884 43.40 NA NA

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE. 
Note: In 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the total 
allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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and state capital regions of New Hampshire, including the capital city of Concord; Fitchburg Gas and Electric Co., 
which provides both electric and natural gas service in the greater Fitchburg area of north central Massachusetts; and 
Northern Utilities, which provides natural gas service in southeastern New Hampshire and portions of southern and 
central Maine, including the city of Portland.

Vermont Electric Power and Vermont Transco LLC
Vermont Electric Power Co., or VELCO, was formed in 1956 when Vermont’s local utilities joined to establish a statewide, 
transmission-only company in order to create and maintain an interconnected electric transmission grid capable of 
sharing access to hydro power. VELCO currently manages a system that includes 738 miles of transmission lines, 55 
substations, equipment that enables interconnected operations with Hydro-Québec, and a 52-mile, 450-kV direct-
current line through the northeast corner of Vermont owned by Vermont Electric Transmission Co.

In 2006, VELCO and Vermont’s electric distribution companies formed Vermont Transco LLC, a limited liability 
corporation. Vermont Transco owns Vermont’s high-voltage, 115-kV-and-above electric transmission system and 
provides service under applicable tariffs to: Vermont’s 17 electric distribution utilities; two small distribution utility 
loads in New Hampshire; and, loads throughout New England through ISO-NE. VELCO manages the Vermont Transco 
system and, in that capacity, operates and maintains Vermont’s electric transmission system.

For a complete, searchable listing of RRA’s in-depth research and analysis please go to the S&P Global Market 
Intelligence Energy Research Library.

Vermont Transco LLC

Rate year
Adjustment 
frequency

Adjustment 
date ROE (%)*

ROR 
(%)

Investment 
base 

($000)

Annual 
rev. req. 

($000)
RNS rate 

($/MW-Yr)
Equity 

(%)

Incentive 
investment 

base  
($000)

Incentive 
ROE (%)*

2019-2010 Annual 6/1/2019 11.07 8.16 895,913 162,415 111,940 56.84 177,351 11.74

2018-2019 Annual 6/1/2018 11.07 8.44 818,484 155,246 110,430 59.29 179,121 11.74

2017-2018 Annual 6/1/2017 11.07 8.64 699,917 145,448 111,958 49.61 177,477 11.74

2016-2017 Annual 6/1/2016 11.07 8.19 681,108 141,675 103,296 54.61 185,043 11.74

2015-2016 Annual 6/1/2015 11.07 8.35  654,862 143,784 98,700 55.46 189,289 11.74

2014-2015 Annual 6/1/2014 11.64/ 
11.07

8.50 644,134 150,483 89,796 52.97 196,539 12.64/ 
11.74

2013-2014 Annual 6/1/2013 11.64 8.34 598,384 123,385 86,947 50.48 222,454 12.64

2012-2013 Annual 6/1/2012 11.64 8.69 543,575 127,176 75,255 53.45 228,499 12.64

2011-2012 Annual 6/1/2011 11.64 8.79  540,985 100,194 63,884 53.42 232,362 12.64

ROE = return on equity; ROR = return on rate base; RNS = Regional Network Service
* Inclusive of 50 basis point incentive adder for membership in ISO-NE.
Note: In October 2014 FERC reduced the authorized base ROE for ISO-NE transmission owners from 11.14% to 10.57% and capped the 
total allowable ROE at 11.74%, inclusive of all incentive adders. 
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Appendix: ISO-NE transmission investment base values ($000)

Ticker Parent Co. Filing entity 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

'16-'17 
to '19 '20  

CAGR 
(%)

'11-'12 to 
'19-'20 

CAGR (%)

AGR Avangrid Inc. Central Maine  
Power Co.

 177,457 533,684 418,034 651,428 855,355 1,136,321 1,143,917 1,104,754 1,126,724 -0.28 25.99

AGR Avangrid Inc. The United  
Illuminating Co.

 386,705 377,520 409,285 449,635  458,700 480,546 535,456 539,112 619,711 8.85 6.07

EMA Emera Inc. Emera Maine  161,822 178,451 229,237 241,376  236,690 248,108 247,793 228,831 226,099 -3.05 4.27

ES Eversource  
Energy

Connecticut Light 
& Power Co.

1,849,211 1,756,033 1,778,523 1,915,735 2,003,982 2,172,418 2,274,460 2,456,226 2,777,860 8.54 5.22

ES Eversource  
Energy

NSTAR Electric Co. 605,881 601,519 731,334 952,774 981,869 1,055,830 1,228,858 1,293,099 1,384,529 9.46 10.88

ES Eversource  
Energy

Public Service Co.  
of New Hampshire

313,650 360,700 385,327 448,019 493,064 554,245 651,299 715,270 864,243 15.96 13.51

ES Eversource  
Energy

Western 
Massachusetts  
Electric Co.

139,478 185,550 443,479 564,089 553,658 583,847 615,517 687,987 736,171 8.03 23.11

NEE NextEra  
Energy Inc.

New Hampshire  
Transmission LLC

 39,302 36,799 37,493 37,934  37,130 40,007 35,716 43,487 46,067 4.81 2.01

UTL Unitil Corp. Fitchburg Gas and  
Electric Co.

471 741 865 2,583 2,666 2,676 3,011 2,795 3,148 5.56 26.80

na National Grid 
USA

New England 
Power Co.

 643,133 696,437 729,866 857,265 963,081 1,013,188 1,030,976 1,186,573 1,198,264 5.75 8.09

na na Vermont Transco 
LLC

 540,985 543,575 598,384 644,134  654,862 681,108 699,917 818,484 895,913 9.57 6.51

Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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RRA Regulatory Focus
An Overview of Transmission Ratemaking in 
the Southwest Power Pool — 2019 Update
Overview
Transmission rate base growth in the Southwest Power Pool slowed for the 
second consecutive year in 2019, based on newly available transmission formula 
rate data from the Federal Energy Regulatory Commission. The aggregate 
transmission rate base in a survey of 14 companies in SPP grew to $10.59 
billion in 2019 from $10.09 billion in 2018, an increase 
of only 4.97%. This compares to growth for those same 
companies of 7.51% from 2017 to 2018 and average 
growth of approximately 9.5% for each of the three years 
prior to 2017.

Of these 14 companies examined in SPP with formula rates 
for transmission, only eight reported positive growth in 
transmission rate base from 2018 to 2019, while the other 
six reported a decline. The highest year-over-year growths 
were reported by American Electric Power Co., or AEP, 
subsidiaries. 

AEP Oklahoma Transmission, or AEPOKT, reported an 
increase in transmission rate base to $750.1 million 
in 2019 from $640.9 million in 2018, or 17.03%. AEP’s 
Southwestern Electric Power Co., or SWEPCO, reported an 
increase in transmission rate base to $1.05 billion in 2019 
from $928.9 million in 2018, or 13.41%.

Authorized base ROEs, a 50 basis point ROE adder for 
participation in a regional transmission organization, 
and any additional ROE incentives for SPP transmission 
owners have been authorized by FERC on a company-by-
company basis. Just three of the 14 companies surveyed 
have received additional incentive ROE adders, ITC Great 
Plains, Prairie Wind Transmission LLC and Transource 
Missouri LLC. See the company sections in the following 
pages for additional information.

The average authorized base ROE for the 14 SPP 
companies in this report with formula transmission rates was 10.57% in 2019, a 
decline from 10.85% in 2018, including the 50 basis point ROE incentive adder 
for membership in an RTO. The decline in average ROE is attributable to the 
reduction in authorized ROEs upon the resolution of complaint cases at FERC 
involving OGE Energy Corp. subsidiary Oklahoma Gas & Electric Co., or OG&E, 
and the four AEP operating companies in SPP.

October 31, 2019
spglobal.com/marketintelligence

Jim O’Reilly 
Principal Analyst 
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Background
Regulatory Research Associates, a group within S&P Global Market Intelligence, first published this survey of 
transmission rate bases for utilities with formula rates in SPP in 2015. The first report compiled five years of data for 
each of the companies — 2015 data and four years of historical data. RRA has published annual updates to that first 
report, for a total historical data set covering nine full years from 2011 through 2019. This report is an update of An 
Overview of Transmission Ratemaking in the Southwest Power Pool — 2018 update, a report published on Sept. 18, 2018. 

For this report, RRA analyzed the transmission formula rate updates filed by a group of 14 companies in SPP for each 
company’s latest rate year. The formula rate updates may not reflect subsequent revisions filed by individual companies 
to incorporate the impact of federal tax reform, which, among other things, reduced the corporate federal income tax 
rate to 21% from 35% effective Jan. 1, 2018.

The accompanying summary table lists the SPP companies in this report that employ formula-based transmission 
rates, their reported transmission rate base for 2018 and 2019, where available, their base ROE, and any additional 
ROE incentive adders where applicable. The appendix includes the same companies with rate base values for the years 
2011 through 2019, where available.

Formula transmission rates 
FERC policy has been to permit utilities to establish transmission rates using a formula-based approach that updates 
rates annually based on updated cost of service data, generally drawn from the same data filed by a company in its 
annual FERC Form 1. Approximately 100 utilities nationwide employ FERC-approved formula rate frameworks for 
transmission. A “stated” transmission rate is also based on traditional cost of service data, but the rate can only be 
updated through a formal rate case process.

Transmission summary for SPP utilities with formula rates

Ticker Parent company(ies) Filing entity

2018 
transmission 

rate base 
($000)

2019 
transmission 

rate base 
($000)

Rate 
base 

growth 
2018-

2019 (%)

Base 
ROE 
(%)*

Rate base 
eligible 

for 
incentive  

($000)

Incentive 
ROE* 

(%)

AEP American Electric Power Co. Public Service Co. of Oklahoma 477,207 490,471 2.78  10.50 None NA

AEP American Electric Power Co. Southwestern Electric Power Co. 928,917 1,053,463 13.41  10.50 None NA

AEP American Electric Power Co. AEP Oklahoma Transmission 640,941 750,079 17.03  10.50 None NA

AEP American Electric Power Co. AEP Southwestern Transmission 4 11 175.00  10.50 None NA

AQN Algonquin Power & Utilities Empire District Electric Co. 237,101 238,839 0.73  10.00 None NA

EVRG Evergy Inc. Kansas City Power & Light Co. 206,225 190,629 -7.56  11.10 None NA

EVRG Evergy Inc. KCP&L Greater Missouri Operations 210,447 195,748 -6.98  11.10 None NA

EVRG Evergy Inc. Westar Energy Inc. 1,622,268 1,609,867 -0.76  10.30 None NA

FTS Fortis Inc. ITC Great Plains 461,924 448,314 -2.95  11.16 448,314 12.16

OGE OGE Energy Corp. Oklahoma Gas & Electric Co. 1,628,779 1,646,316 1.08 10.5** None NA

XEL Xcel Energy Inc. Public Service Co. of Colorado 1,313,799 1,445,653 10.04  9.72 None NA

XEL Xcel Energy Inc. Southwestern Public Service Co. 1,952,973 2,144,278 9.80  10.50 None NA

NA Westar, AEP, Berkshire Prairie Wind Transmission LLC 141,635 119,840 -15.39  11.30 119,840 12.80

NA AEP, Great Plains Energy Transource Missouri LLC 270,373 260,935 -3.49  10.30 NA 11.30

Totals  10,092,593  10,594,443 4.97 - - -

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity
* Includes 50 basis point adder for RTO participation.
** Pending settlement at FERC as of Oct. 15, 2019.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Formula transmission rates can be based on actual historical costs or forward-looking projected costs, subject 
to a true-up the following year. FERC requires that utilities employing formula rates share annual updates to their 
transmission rates, including appropriate supporting documentation, with all interested parties and file such annual 
updates with the commission on an informational basis. 

The supporting documentation in each utility’s annual update includes transmission plant in service, accumulated 
depreciation, O&M expenses, return and capitalization calculations, composite income taxes, gross and net revenue 
requirements, and transmission rates, as well as the filing company’s determination of its transmission rate base.

Given the complexities inherent in determining a company’s transmission rate base from an outside perspective, the 
RRA reports, with very limited exceptions, include transmission rate base only for those companies that report such 
data in their annual updates under a formula-based rate framework. For additional information on the complex issues 
associated with determining a utility’s rate base, see RRA’s July 2, 2019, Topical Special Report entitled Rate base: How 
would you rate your knowledge of this utility industry fundamental?

Individual company details 
The sections that follow provide a closer look at transmission ratemaking and rate base for 14 companies with 
operations in SPP that employ formula-based rates. For each there is a brief description, followed by a table or tables 
that provide detail regarding authorized base ROE, rate of return, rate base, net annual revenue requirement, network 
integration service rate, equity ratio, any additional ROE incentives that apply to the company’s rate base, and the 
portion of total rate base that is accorded incentive ROEs.

American Electric Power Inc.

AEP has four subsidiaries that are members of SPP: Public Service Company of Oklahoma, or PSO, SWEPCO, AEPOKT 
and AEP Southwestern Transmission, or AEPSWT. PSO serves approximately 542,000 retail customers in eastern and 
southwestern Oklahoma. SWEPCO serves approximately 528,000 retail customers in northeastern and the panhandle 
areas of Texas, northwestern Louisiana and western Arkansas.

AEPOKT and AEPSWT are transmission-only, or transco, subsidiaries of AEP and do not serve retail customers. 

PSO and SWEPCO filed an application with FERC to transition from stated rates to formula-based rates for transmission 
in 2007 and requested that FERC approve a base ROE of 11.9%, inclusive of a 50 basis point ROE adder for participation 
in an RTO. The application was ultimately resolved through a settlement approved by FERC in 2009 that incorporated an 
ROE of 11.2%, inclusive of the 50 basis point ROE adder. 

Public Service Company of Oklahoma

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base 

($000)

Incentive 
ROE* 

(%)

2019-2020 Annual 7/1/2019 10.5 7.78 490,471 87,779 9,706 49.00 None NA

2018-2019 Annual 7/1/2018 11.2 7.78 477,207 97,991 11,085 47.24 None NA

2017-2018 Annual 7/1/2017 11.2 7.69 471,016 90,526 10,260 48.36 None NA

2016-2017 Annual 7/1/2016 11.2 7.73 442,224 84,778 9,499 46.31 None NA

2015-2016 Annual 7/1/2015 11.2 8.15 429,462 86,135 9,429 49.50 None NA

2014-2015 Annual 7/1/2014 11.2 8.17 431,508 83,264 NA 48.28 None NA

2013-2014 Annual 7/1/2013 11.2 8.35 389,417 76,280 NA 48.83 None NA

2012-2013 Annual 7/1/2012 11.2 8.32 355,103 70,223 NA 48.21 None NA

2011-2012 Annual 7/1/2011 11.2 8.53 336,165 71,490 NA 46.28 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Southwestern Electric Power Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019-2020 Annual 7/1/2019 10.5 7.35 1,053,463 167,740 10,995 46.68 None NA

2018-2019 Annual 7/1/2018 11.2 7.90 928,917 182,008 10,725 48.09 None NA

2017-2018 Annual 7/1/2017 11.2 7.78 869,509 161,976 9,557 45.61 None NA

2016-2017 Annual 7/1/2016 11.2 8.25 734,624 145,740 9,985 49.32 None NA

2015-2016 Annual 7/1/2015 11.2 8.40 650,571 135,262 9,371 50.25 None NA

2014-2015 Annual 7/1/2014 11.2 8.56 601,198 122,795 NA 51.03 None NA

2013-2014 Annual 7/1/2013 11.2 8.54 628,926 119,435 NA 50.75 None NA

2012-2013 Annual 7/1/2012 11.2 8.74 531,652 109,060 NA 51.97 None NA

2011-2012 Annual 7/1/2011 11.2 8.56 494,143 102,313 NA 49.18 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

AEP Oklahoma Transmission Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019-2020 Annual 7/1/2019 10.5 NA 750,079 117,137 NA NA None NA

2018-2019 Annual 7/1/2018 11.2 7.37 640,941 102,914 NA 50.69 None NA

2017-2018 Annual 7/1/2017 11.2 7.66 680,649 96,376 8,379 50.05 None NA

2016-2017 Annual 7/1/2016 11.2 7.57 433,460 63,676 6,114 51.02 None NA

2015-2016 Annual 7/1/2015 11.2 NA 339,186 46,664 4,152 NA None NA

2014-2015 Annual 7/1/2014 11.2 NA 289,268 38,134 NA NA None NA

2013-2014 Annual 7/1/2013 11.2 NA 223,948 28,072 NA NA None NA

2012-2013 Annual 7/1/2012 11.2 NA 40,738 5,430 NA NA None NA

2011-2012 Annual 7/1/2011 11.2 NA 16,345 2,317 NA NA None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

AEP Southwestern Transmission Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019-2020 Annual 7/1/2019 10.5 7.70 11 66 8.28 48.95 None NA

2018-2019 Annual 7/1/2018 11.2 7.90 4 73 NA 48.17 None NA

2017-2018 Annual 7/1/2017 11.2 7.78 4 125 NA 45.61 None NA

2016-2017 Annual 7/1/2016 11.2 8.25 6 131 NA 49.32 None NA

2015-2016 Annual 7/1/2015 11.2 NA 2 144 NA NA None NA

2014-2015 Annual 7/1/2014 11.2 NA 74 224 NA NA None NA

2013-2014 Annual 7/1/2013 11.2 NA 3 189 NA NA None NA

2012-2013 Annual 7/1/2012 11.2 NA <1 114 NA NA None NA

2011-2012 Annual 7/1/2011 11.2 NA NA 139 NA NA None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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AEPOKT and AEPSWT filed an application with FERC in 2009 to establish formula-based rates for transmission and 
requested that FERC approve a base ROE of 11.9%, inclusive of the 50 basis point adder for RTO participation. FERC 
approved a settlement in the AEPOKT/AEPSWT case in 2011 that also incorporated an ROE of 11.2%, inclusive of the 50 
basis point RTO adder, for both companies.

In 2017, East Texas Electric Cooperative filed a complaint at FERC against AEP’s four operating and transmission 
companies in SPP, asserting that the AEP companies’ authorized base ROE of 10.7%, exclusive of the 50 basis point 
RTO adder, adopted in 2009 and 2011 is excessive and should be reduced to 8.36%. 

On March 21, 2019, the parties filed a settlement of all issues in the East Texas complaint case. The settlement provides 
that the AEP companies in SPP will reduce the base ROE in their formula rates for transmission to 10% from 10.7%, 
plus an additional 50 basis point ROE adder for membership in SPP. On June 28, FERC approved the settlement as filed.

Empire District Electric Co.

Empire District Electric Co., or EDE, is a vertically integrated electric and gas utility. The territory served by EDE’s 
electric operations embraces an area of about 10,000 square miles, located principally in southwestern Missouri and 
including smaller areas in southeastern Kansas, northeastern Oklahoma and northwestern Arkansas.

In 2016, Algonquin Power & Utilities and EDE announced that they had entered into an agreement whereby Algonquin 
was to acquire EDE for $2.4 billion, or C$3.4 billion, including $900 million of assumed debt. FERC approved the 
proposed transaction in 2016, and after state commissions in Arkansas, Kansas, Missouri and Oklahoma subsequently 
approved the proposed transaction, it was completed in 2017.

EDE received FERC approval in 2012 to transition from a fixed transmission rate to a formula rate. FERC simultaneously 
authorized EDE a base ROE of 10%, inclusive of the 50 basis point RTO adder.

Evergy Inc.

Evergy subsidiaries Kansas City Power & Light Co., or KCP&L, and Kansas City Power & Light Greater Missouri Operations, 
or KCP&L GMO, provide electric utility service to customers in Missouri and Kansas. The two utilities combined serve 
approximately 838,400 customers. 

KCP&L and KCP&L GMO filed an application with FERC to transition from stated transmission rates to formula-based 
rates in 2009 and requested that FERC approve a base ROE of 12.3%, inclusive of a 50 basis point ROE adder for 
participation in an RTO. The KCP&L/KCP&L GMO application was ultimately resolved through a settlement approved by 
FERC in 2010 that incorporated an ROE of 11.1% for both companies, inclusive of the 50 basis point RTO adder.

Empire District Electric Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019-2020 Annual 7/1/2019 10.0 7.49 238,839 32,932 29,727 49.15 None NA

2018-2019 Annual 7/1/2018 10.0 7.54 237,101 50,155 50,550 48.92 None NA

2017-2018 Annual 7/1/2017 10.0 7.58 211,527 40,924 39,280 48.32 None NA

2016-2017 Annual 7/1/2016 10.0 7.55 197,531 36,613 35,117 48.16 None NA

2015-2016 Annual 7/1/2015 10.0 7.60 171,333 34,388 30,131 49.26 None NA

2014-2015 Annual 7/1/2014 10.0 7.83 151,930 31,828 27,965 50.04 None NA

2013-2014 Annual 7/1/2013 10.0 7.92 146,133 29,426 25,315 49.92 None NA

2012-2013 Annual 7/1/2012 10.5 8.57 134,333 28,095 23,256 49.49 None NA

2011-2012 Annual 7/1/2011 NA NA NA NA NA NA None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Kansas City Power & Light Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 11.1 8.18 190,629 38,047 NA 50.59 None NA

2018 Annual 1/1/2018 11.1 7.63 206,225 46,238 NA 51.97 None NA

2017 Annual 1/1/2017 11.1 8.26 198,795 38,175 14,412 50.29 None NA

2016 Annual 1/1/2016 11.1 8.36 177,179 33,151 12,234 50.44 None NA

2015 Annual 1/1/2015 11.1 8.55 169,896 35,263 NA 50.80 None NA

2014 Annual 1/1/2014 11.1 9.07 154,548 29,237 NA 49.64 None NA

2013 Annual 1/1/2013 11.1 9.32 144,106 30,145 NA 47.16 None NA

2012 Annual 1/1/2012 11.1 9.47 140,888 30,441 NA 47.76 None NA

2011 Annual 1/1/2011 11.1 9.49 140,647 29,348 NA 48.23 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

KCP&L Greater Missouri Operations

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 11.1 8.18 195,748 38,825 NA 50.59 None NA

2018 Annual 1/1/2018 11.1 7.63 210,447 39,542 NA 51.97 None NA

2017 Annual 1/1/2017 11.1 8.26 210,004 39,246 NA 50.29 None NA

2016 Annual 1/1/2016 11.1 8.36 198,084 33,086 NA 50.44 None NA

2015 Annual 1/1/2015 11.1 8.55 206,040 30,884 NA 50.80 None NA

2014 Annual 1/1/2014 11.1 9.07 204,224 36,472 NA 49.64 None NA

2013 Annual 1/1/2013 11.1 9.32 182,824 38,505 NA 47.16 None NA

2012 Annual 1/1/2012 11.1 9.47 174,431 36,406 NA 47.76 None NA

2011 Annual 1/1/2011 11.1 9.49 155,623 29,026 NA 48.23 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Westar Energy Inc.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 10.3 7.47 1,609,867 255,278 63,841 51.19 None NA

2018 Annual 1/1/2018 10.3 7.54 1,622,268 289,696 70,764 51.73 None NA

2017 Annual 1/1/2017 10.3 7.91 1,391,387 264,137 66,155 53.32 None NA

2016 Annual 1/1/2016 10.3 7.98 1,330,311 234,569 56,230 50.52 None NA

2015 Annual 1/1/2015 11.3 8.32 1,187,333 237,922 56,840 48.71 None NA

2014 Annual 1/1/2014 11.3 8.63 1,126,684 242,538 60,408 50.63 None NA

2013 Annual 1/1/2013 11.3 8.92 996,620 198,249 48,369 52.80 None NA

2012 Annual 1/1/2012 11.3 8.73 900,564 186,059 44,309 49.11 None NA

2011 Annual 1/1/2011 11.3 8.56 812,270 132,057 34,856 47.62 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Evergy’s Westar Energy subsidiary is a vertically integrated electric utility and the largest electric company in Kansas, 
serving 690,000 residential, commercial and industrial customers in the eastern third of the state. Kansas Gas and 
Electric Company, or KG&E, Westar Energy’s wholly owned subsidiary, provides service in south-central and southeastern 
Kansas, including the city of Wichita. Both Westar and KG&E conduct business using the name Westar Energy.

FERC authorized a base ROE of 11.3% for Westar in 2008, inclusive of the 50 basis point RTO adder. In 2014, the Kansas 
Corporation Commission, or KCC, filed a complaint with FERC alleging that the 11.3% ROE was unjust, unreasonable 
and unduly discriminatory and that a just and reasonable ROE for Westar’s transmission formula rate would be 9.37%. 
In 2015, Westar filed a settlement in the complaint proceeding proposing to reduce its authorized ROE from 11.3% to 
10.3%, inclusive of the 50 basis point RTO adder, and FERC approved the settlement in 2016.

Westar owns a 50% interest in Prairie Wind Transmission, which is a joint venture between it and Electric Transmission 
America, which itself is a joint venture between affiliates of AEP and Berkshire Hathaway Energy. In 2014, Prairie 
Wind completed construction of a 108-mile, 345-kV double-circuit transmission line that is now being used to provide 
transmission service in SPP. The final cost of the line was $161.5 million. See the Prairie Wind Transmission section 
below for more information.

Fortis Inc.

Fortis Inc. subsidiary ITC Great Plains is a member of SPP. In 2016, FERC approved the acquisition of ITC Holdings, the 
parent company of ITC Great Plains, by Fortis and the transaction was completed in October 2016.

In 2009, FERC approved ITC Great Plains’ request for transmission rate incentives for its proposed Kansas V-Plan 
transmission project. Specifically, FERC approved an incentive ROE of 12.16% for the planned high-voltage transmission 
project as well as for two existing substations the company planned to purchase. 

The overall ROE approved by FERC represents a base ROE of 10.66%, plus a 50 basis point incentive adder for participation 
in SPP and a 100 basis point incentive adder based on the company’s status as an independent transmission company. 
The 122-mile, $300 million Kansas V-Plan was designed to connect eastern and western Kansas to Nebraska and 
Oklahoma, and the project was completed in 2014.

On June 11, 2019, the KCC filed a formal complaint against ITC Great Plains’ 100 basis point incentive adder to its 
authorized base ROE.

ITC Great Plains LLC

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 11.16 8.96 448,314 76,284 NA 60.0 448,314 12.16

2018 Annual 1/1/2018 11.16 8.89 461,924 88,298 NA 60.0 461,924 12.16

2017 Annual 1/1/2017 11.16 8.76 481,235 88,258 NA 60.0 481,235 12.16

2016 Annual 1/1/2016 11.16 8.69 482,290 83,123 NA 60.0 482,290 12.16

2015 Annual 1/1/2015 11.16 9.20 465,119 80,421 NA 60.0 465,119 12.16

2014 Annual 1/1/2014 11.16 7.97 416,019 65,034 NA 60.0 416,019 12.16

2013 Annual 1/1/2013 11.16 8.72 298,176 46,199 NA 60.0 298,176 12.16

2012 Annual 1/1/2012 11.16 8.87 202,100 31,196 NA 60.0 202,100 12.16

2011 Annual 1/1/2011 11.16 9.53 74,237 10,681 NA 60.0 74,237 12.16

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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The KCC argued in its complaint that to be consistent with FERC’s Oct. 18, 2018, order in a case involving three other 
subsidiaries of ITC Holdings in the Midcontinent Independent System Operator, the commission should “either eliminate 
ITC Great Plains’ transco adder entirely or reduce it from 100 basis points to no more than 25 basis points.”

In its October 2018 order, in response to a complaint filed by Consumers Energy and others, FERC agreed to reduce the 
ROE incentive adders to 25 basis points for the three MISO subsidiaries of ITC Holdings: International Transmission 
Company, ITC Midwest and Michigan Electric Transmission Company.

OGE Energy Corp.

OGE Energy Corp. subsidiary Oklahoma Gas & Electric Co., or OG&E, serves 30,000 square miles in Oklahoma and 
western Arkansas, including Oklahoma City and Fort Smith, Ark., the second largest city in that state. 

OG&E filed an application with FERC to switch from a stated transmission rate to a formula-based rate in 2008 and 
requested that FERC approve a base ROE of 12.7%, inclusive of a 50 basis point ROE adder for participation in an RTO. 
The OG&E case was ultimately resolved through a settlement approved by FERC in 2009 that incorporated an ROE of 
11.1%, inclusive of the 50 basis point RTO adder.

In 2016, OG&E announced it was moving up the construction timeline of a $190 million transmission line to help connect 
wind farms in northwestern Oklahoma. The utility said it would begin building the 126-mile Windspeed II line from 
Woodward to its Cimarron substation northwest of Oklahoma City in 2017 and expects to complete the line in 2018. 

In January 2018, the Oklahoma Municipal Power Authority, or OMPA, filed a complaint at FERC against OG&E, arguing 
that the 10.6% base ROE established in 2009 in the utility’s initial formula transmission rate proceeding, exclusive of a 
50 basis point RTO adder, is no longer just and reasonable. 

On May 21, 2019, the parties filed a settlement in the OMPA complaint case that incorporates a 10.5% ROE, inclusive 
of a 50 basis point RTO adder. The settlement is pending FERC action. 

Oklahoma Gas & Electric Co.

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 10.5** 8.04 1,646,316 230,947 NA 53.47 None NA

2018 Annual 1/1/2018 11.1 8.62 1,628,779 297,787 23,334 55.52 None NA

2017 Annual 1/1/2017 11.1 8.50 1,481,276 263,096 19,385 53.53 None NA

2016 Annual 1/1/2016 11.1 8.61 1,475,275 252,102 17,509 54.10 None NA

2015 Annual 1/1/2015 11.1 8.79 1,492,662 247,998 15,544 55.53 None NA

2014 Annual 1/1/2014 11.1 8.88 1,445,542 242,387 14,056 55.92 None NA

2013 Annual 1/1/2013 11.1 8.82 1,223,612 209,874 15,700 54.41 None NA

2012 Annual 1/1/2012 11.1 8.93 990,206 170,742 16,352 55.45 None NA

2011 Annual 1/1/2011 11.1 9.00 608,626 111,626 17,591 55.28 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
** Pending settlement at FERC as of Oct. 15, 2019.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Xcel Energy Inc.

Xcel Energy Inc. subsidiaries Public Service Company of Colorado, or PSCO, and Southwestern Public Service Company, 
or SPS, are members of SPP. PSCO provides electric utility service to approximately 1.4 million customers in Colorado. 
SPS serves about 267,000 customers in Texas and more than 118,000 customers in New Mexico in a territory that 
includes the cities of Roswell, NM, and Amarillo and Lubbock, Texas.

PSCO filed an application with FERC to switch from a stated transmission rate to a formula-based rate in 2012 and 
requested that FERC approve a base ROE of 10.25%, inclusive of a 50 basis point ROE adder for participation in an RTO. 
The PSCO case was ultimately resolved through a settlement approved by FERC in 2014 that incorporated an ROE of 
9.72%, inclusive of the 50 basis point RTO adder.

SPS filed an application with FERC to switch to formula-based rates for transmission in 2008 and requested that FERC 
approve a base ROE of 12.7%, inclusive of a 50 basis point ROE adder for participation in an RTO. The SPS case was 
ultimately resolved through a settlement approved by FERC in 2009 that incorporated an ROE of 11.27%, inclusive of 
the 50 basis point RTO adder. 

Public Service Company of Colorado

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 9.72 7.34 1,445,653 248,374 41,975 56.28 None NA

2018 Annual 1/1/2018 9.72 7.35 1,313,799 254,445 43,299 55.44 None NA

2017 Annual 1/1/2017 9.72 7.43 1,281,665 249,559 42,053 56.38 None NA

2016 Annual 1/1/2016 9.72 7.46 1,231,153 245,920 40,338 56.46 None NA

2015 Annual 1/1/2015 9.72 7.50 1,158,038 230,012 38,168 56.34 None NA

2014 Annual 1/1/2014 9.72 7.50 1,120,089 225,358 36,960 56.36 None NA

2013 Annual 1/1/2013 10.25 7.87 1,038,986 215,056 35,564 56.97 None NA

2012 Annual 1/1/2012 10.25 8.22 909,572 182,492 30,344 56.30 None NA

2011 Annual 1/1/2011 10.50 NA NA NA NA NA None NA

Data compiled Oct. 15, 2019.
NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

Southwestern Public Service Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 10.50 7.73 2,144,278 316,794 25,470 54.47 None NA

2018 Annual 1/1/2018 10.50 7.71 1,952,973 311,420 26,996 54.41 None NA

2017 Annual 1/1/2017 10.50 8.18 1,701,994 282,070 25,779 53.78 None NA

2016 Annual 1/1/2016 10.50 8.22 1,649,620 266,501 27,055 53.62 None NA

2015 Annual 1/1/2015 11.27 8.78 1,375,467 237,688 26,629 53.52 None NA

2014 Annual 1/1/2014 11.27 9.02 1,035,469 194,447 23,968 53.89 None NA

2013 Annual 1/1/2013 11.27 8.93 786,909 154,249 21,684 52.56 None NA

2012 Annual 1/1/2012 11.27 8.98 660,586 130,735 NA 50.90 None NA

2011 Annual 1/1/2011 11.27 9.14 591,360 112,194 22,876 51.16 None NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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In 2015, FERC approved a settlement resolving a series of complaints filed against SPS’s 11.27% ROE. Five cooperative 
utilities and a group representing four West Texas municipalities asserted that a new analysis indicated that the base 
ROE for SPS should be lowered to 9.11%. The approved settlement reduced SPS’s transmission ROE from 11.27% to 
10.5%, inclusive of the 50 basis point RTO adder.

Prairie Wind Transmission LLC

Prairie Wind Transmission LLC is a joint venture formed by Westar and Electric Transmission America, or ETA. ETA is 
in turn a joint venture of subsidiaries of AEP and Berkshire Hathaway Energy that was formed to build and own new 
electric transmission assets in Kansas. 

In 2014, Prairie Wind completed a 108-mile, 345-kV double-circuit transmission line linking an existing 345-kV 
substation near Wichita, Kan., to a new 345-kV substation northeast of Medicine Lodge, Kan., near the Flat Ridge I Wind 
Farm, and then south to the Kansas/Oklahoma border. Westar provided project management services to Prairie Wind, 
which included coordination of the engineering and construction of the new transmission lines and facilities. The total 
estimated investment for the 345-kV line was $170 million. 

FERC approved Prairie Wind’s request for incentive rate treatment for the project in 2008, including a 150 basis point 
ROE adder given the size, scope, benefits and risks of the project. FERC also granted Prairie Wind a 50 basis point ROE 
incentive for participation in SPP, resulting in a total ROE of 12.8%. 

Prairie Wind Transmission LLC

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 11.3 7.9 119,840 14,843 NA 45.66 119,840 12.8

2018 Annual 1/1/2018 11.3 8.0 141,635 20,928 NA 47.21 141,635 12.8

2017 Annual 1/1/2017 11.3 7.8 134,513 18,216 NA 44.80 134,513 12.8

2016 Annual 1/1/2016 11.3 8.3 144,101 21,052 NA 50.49 144,101 12.8

2015 Annual 1/1/2015 11.3 9.0 135,129 15,536 NA 48.29 135,129 12.8

2014 Annual 1/1/2014 11.3 7.9 158,632 15,952 NA 50.00 158,632 12.8

2013 Annual 1/1/2013 11.3 9.0 100,816 14,491 NA 50.00 100,816 12.8

2012 Annual 1/1/2012 11.3 11.2 21,993 4,964 NA 50.00 21,993 12.8

2011 Annual 1/1/2011 11.3 11.2 5,532 1,924 NA 50.00 5,532 12.8

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Transource Missouri LLC

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)

Incentive 
ROE* 

(%)

2019 Annual 1/1/2019 10.30 7.40 260,935 36,145 NA 55.0 NA 11.30

2018 Annual 1/1/2018 10.30 7.03 270,373 38,804 NA 54.8 NA 11.30

2017 Annual 1/1/2017 10.30 7.51 274,489 33,200 NA 55.0 NA 11.30

2016 Annual 1/1/2016 10.30 7.45 80,168 32,150 NA 55.0 NA 11.30

2015 Annual 1/1/2015 10.30 7.60 42,078 23,504 NA 60.0 NA 11.30

2014 Annual 1/1/2014 10.30 7.70 2,744 10,647 NA 60.0 NA NA

2013 Annual 1/1/2013 NA NA NA NA NA NA NA NA

2012 Annual 1/1/2012 NA NA NA NA NA NA NA NA

2011 Annual 1/1/2011 NA NA NA NA NA NA NA NA

Data compiled Oct. 15, 2019.
NA = not applicable or not available; ROE = return on equity; ROR = rate of return; NISR = network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence

© 2019 S&P Global Market Intelligence. All rights reserved. Regulatory Research Associates is a group within S&P Global Market Intelligence, a divi-
sion of S&P Global (NYSE:SPGI). Confidential Subject Matter. WARNING! This report contains copyrighted subject matter and confidential information 
owned solely by S&P Global Market Intelligence (SPGMI). Reproduction, distribution or use of this report in violation of this license constitutes copyright 
infringement in violation of federal and state law. SPGMI hereby provides consent to use the “email this story” feature to redistribute articles within 
the subscriber’s company. Although the information in this report has been obtained from sources that SPGMI believes to be reliable, SPGMI does not 
guarantee its accuracy.

Transource Energy LLC

Transource Energy LLC is a partnership between AEP and Great Plains Energy focused on the development of competitive 
electric transmission projects. AEP owns 86.5% of Transource, and Great Plains owns 13.5%. Transource Missouri LLC, 
a subsidiary of Transource Energy, began filing annual formula rate updates in 2014.

In 2011, the Missouri Public Service Commission authorized Transource subsidiary Transource Missouri to construct 
two new 345-kV transmission lines in the northwest part of the state. The Iatan-Nashua line will run 30 miles in Platte 
County, Missouri, in an arc around Kansas City International Airport. The Sibley-Nebraska City line runs 175 miles from 
a substation owned by Omaha Public Power District. The Sibley-Nebraska City line was completed in December 2016.

Transource Missouri received FERC approval for incentive rate treatment for the Sibley-Nebraska City line in October 
2012. In approving the incentives for the Sibley-Nebraska City line, FERC stated that it would grant a 100 basis point 
ROE adder for the risks and challenges of the project, including the construction challenges associated with two 
crossings of the Missouri River and obtaining rights-of-way in two states. In addition, FERC noted the length and cost 
of the project and the increased power transfer capability it would provide between Kansas and Nebraska, as well as 
between the SPP and the MISO regions.
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Appendix: Transmission rate base values for SPP utilities with formula rates ($000)

Ticker Parent company Filing entity 2011 2012 2013 2014 2015 2016 2017 2018 2019

CAGR 
2016-
19 (%)

CAGR 
2011-
19 (%)

AEP American Electric 
Power Co.

Public Service Co. 
of Oklahoma

336,165 355,103 389,417 431,508 429,462 442,224 471,016 477,207 490,471 3.51 4.84

AEP American Electric 
Power Co.

Southwestern 
Electric Power Co.

494,143 531,652 628,926 601,198 650,571 734,624 869,509 928,917 1,053,463 12.77 9.92

AEP American Electric 
Power Co.

AEP Oklahoma 
Transmission

16,345 40,738 223,948 289,268 339,186 433,460 680,649 640,941 750,079 20.06 61.33

AEP American Electric 
Power Co.

AEP Southwestern 
Transmission

NA <1 3 74 2 6 4 4 11 22.39 NA

AQN Algonquin Power 
& Utilities

Empire District 
Electric Co.

NA 134,333 146,133 151,930 171,333 197,531 211,527 237,101 238,839 6.53 NA

EVRG Evergy Inc. Kansas City Power 
& Light Co.

140,647 140,888 144,106 154,548 169,896 177,179 198,795 206,225 190,629 2.47 3.87

EVRG Evergy Inc. KCP&L Greater 
Missouri Operations

155,623 174,431 182,824 204,224 206,040 198,084 210,004 210,447 195,748 -0.39 2.91

EVRG Evergy Inc. Westar Energy 812,270 900,564 996,620 1,126,684 1,187,333 1,330,311 1,391,387 1,622,268 1,609,867 6.56 8.93

FTS Fortis Inc. ITC Great Plains 74,237 202,100 298,176 416,019 465,119 482,290 481,235 461,924 448,314 -2.41 25.20

OGE OGE Energy Corp. Oklahoma Gas & 
Electric Co.

608,626 990,206 1,223,612 1,445,542 1,492,662 1,475,275 1,481,276 1,628,779 1,646,316 3.72 13.25

XEL Xcel Energy Inc. Public Service Co. 
of Colorado

NA 909,572 1,038,986 1,120,089 1,158,038 1,231,153 1,281,665 1,313,799 1,445,653 5.50 NA

XEL Xcel Energy Inc. Southwestern 
Public Service Co.

591,360 660,586 786,909 1,035,469 1,375,467 1,649,620 1,701,994 1,952,973 2,144,278 9.14 17.47

na AEP, Berkshire, 
Westar

Prairie Wind 
Transmission LLC

 5,532 21,993 100,816 158,632  135,129 144,101 134,513 141,635 119,840 -5.96 46.88

na AEP, Great Plains 
Energy

Transource 
Missouri LLC

 NA  NA NA 2,744  42,078 80,168 274,489 270,373 260,935 48.20 NA

Totals 3,234,948 5,062,166 6,160,476 7,137,929 7,822,316 8,576,026 9,388,063 10,092,593 10,594,443 7.30 NA

Data compiled Oct. 15, 2019.
NA = Not applicable or not available; CAGR = Compound annual growth rate
Sources: FERC; Regulatory Research Associates, a group within S&P Global Market Intelligence
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Overview and summary
Transmission rate base in the Southwest Power Pool, or 
SPP, demonstrated slowing and very mixed growth from 
2017 to 2018 based on newly available data from the 
Federal Energy Regulatory Commission. The aggregate 
transmission rate base in a survey of 14 companies in 
SPP grew to $10.09 billion in 2018 from $9.39 billion in 
2017, an increase of 7.5%. This compares to remarkably 
consistent and higher aggregate rate base growth for 
those same 14 companies of 9.47% from 2016 to 2017, 
9.63% from 2015 to 2016 and 9.59% from 2014 to 2015. 

Of the 14 companies examined in SPP with formula rates, 
transmission rate base growth from 2017 to 2018 ranged 
from a low of -5.83% for AEP Oklahoma Transmission Co., 
or AEPOKT, to a high of 16.59% for Evergy Inc. subsidiary 
Westar Energy. Seven of the 14 companies reported year 
on year growth of less than 5%, and only three companies 
reported year on year growth exceeding 10%.

For the 10 companies in our SPP survey with data 
available for every year from 2011 through 2018, the 
aggregate compound annual growth rate, or CAGR, was 
17.65%. Complete data for four companies was not 
available for the entire 2011 to 2018 period, including 
AEP Southwestern Transmission, or AEPSWT, Algonquin 
Power & Utilities subsidiary Empire District Electric, Xcel 
Energy subsidiary Public Service Company of Colorado, 
and Transource Missouri, a joint venture between 
American Electric Power Co. and Great Plains Energy. 
On June 4, 2018, Great Plains Energy and Westar Energy 
completed a merger to form Evergy Inc.

The average authorized base ROE for the SPP companies in this report in 
2018 with formula rates for transmission was 10.85%, unchanged from 2017, 
including the 50 basis point ROE incentive adder for membership in a Regional 
Transmission Organization, or RTO. 

FERC has authorized additional ROE incentive adders on a company by company 
or project specific basis. In SPP, three transmission-only companies have 
received incentive ROE adders, ITC Great Plains, Prairie Wind Transmission and 
Transource Missouri. See company sections below for additional information.
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This report is an update of An Overview of Transmission Ratemaking in the Southwest Power Pool – 2017 Update, a 
report published on Sept. 13, 2017 by Regulatory Research Associates, an offering of S&P Global Market Intelligence.

Table 1 lists the SPP companies in this report which employ formula based transmission rates, their reported 
transmission rate base for 2017 and 2018, where available, their base ROE, and any additional ROE incentive adders 
where applicable. Table 2 on page 3 lists the companies with transmission rate base values for the years 2011 through 
2018, where available.

SPP background
In 1968, SPP joined 12 other entities to form what became the North American Electric Reliability Corporation, or NERC. 
In 1998, SPP began administering regional transmission service, and FERC approved SPP as an RTO in 2004. In 2007, 
FERC approved SPP as a Regional Entity, or RE. As an RE, SPP is responsible for enforcing the mandatory electric 
reliability standards of NERC that FERC approves. 

In 2014, SPP began operating day-ahead and real-time energy markets and an operating reserve market. In 2015, SPP 
expanded by incorporating the Western Area Power Administration – Upper Great Plains region, the Basin Electric 
Power Cooperative, and the Heartlands Consumer Power District. The expansion doubled SPP’s footprint, and SPP 
now administers transmission service in all or parts of fourteen states: Arkansas, Iowa, Kansas, Louisiana, Minnesota, 
Missouri, Montana, Nebraska, New Mexico, North Dakota, Oklahoma, South Dakota, Texas and Wyoming. 

Formula transmission rates
FERC policy has been to permit utilities to establish transmission rates using a formula-based approach that updates 
rates and other parameters annually based on updated cost of service data. Approximately 100 companies nationwide 
employ formula rates for transmission. A “stated” transmission rate is also based on traditional cost of service data, 
but a stated rate can only be updated through a formal rate case process.

Table 1: Transmission summary for SPP utilities with formula rates

Ticker Parent company(ies) Filing entity

2017 
transmission 

rate base 
($000)

2018 
transmission 

rate base 
($000)

Rate 
base 

growth 
2017-

2018 
(%)

Base 
ROE 
(%)*

Rate base 
eligible 

for 
incentive  

($000)

Incentive 
ROE* 

(%)

AEP American Electric Power Public Service Co. of Oklahoma 471,016 477,207 1.31 11.20 None NA

AEP American Electric Power Southwestern Electric Power 869,509 928,917 6.83 11.20 None NA

AEP American Electric Power AEP Oklahoma Transmission 680,649 640,941 (5.83) 11.20 None NA

AEP American Electric Power AEP Southwestern Transmission 4 4 - 11.20 None NA

AQN Algonquin Power & Utilities Empire District Electric 211,527 237,101 12.09 10.00 None NA

EVRG Evergy Inc. Kansas City Power & Light 198,795 206,225 3.74 11.10 None NA

EVRG Evergy Inc. KCP&L Greater Missouri Operations 210,004 210,447 0.21 11.10 None NA

EVRG Evergy Inc. Westar Energy 1,391,387 1,622,268 16.59 10.30 None NA

FTS Fortis Inc. ITC Great Plains 481,235 461,924 (0.40) 11.16                  NA           12.16

OGE OGE Energy Oklahoma Gas & Electric 1,481,276 1,628,779 9.96 11.10 None NA

XEL Xcel Energy Public Service Co. of Colorado 1,281,665 1,313,799 2.51 9.72 None NA

XEL Xcel Energy Southwestern Public Service 1,701,994 1,952,973 14.75 10.50 None NA

na Westar, AEP, Berkshire Prairie Wind Transmission 134,513 141,635 5.29 11.30 141,635           12.80

na AEP, Great Plains Transource Missouri 274,489 270,373 (1.50) 10.30 NA 11.30

Totals 9,388,063 10,092,593 7.50

NA = Not applicable or not available; ROE = Return on equity
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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Formula transmission rates can be based on actual historical costs or forward looking projected costs, subject to a true 
up the following year. FERC requires that utilities employing formula rates share annual updates to their transmission 
rates, including appropriate supporting documentation, with all interested parties and file such annual updates with 
the commission on an informational basis.

The supporting documentation in each utility’s annual update includes, among other things, transmission plant in 
service, accumulated depreciation, O&M expenses, return and capitalization calculations, composite income taxes, 
gross and net revenue requirements, and transmission rates, as well as the filing company’s determination of its 
transmission rate base. The annual updates also include detailed information on any ROE incentive adders that FERC 
has authorized for any portion of a company’s transmission rate base.

For this report, RRA analyzed transmission formula rate updates filed by 14 companies in SPP for rate years beginning 
on Jan. 1, 2018 or July 1, 2018. The formula rate updates may not reflect subsequent revisions filed by individual 
companies to incorporate the impact of federal tax reform, which, among other things, reduced the corporate federal 
income tax rate to 21% from 35% effective Jan. 1, 2018.

Transmission incentives/ROE policy
In 2012, FERC issued a Policy Statement providing guidance and clarity with respect to certain aspects of its 
transmission incentives policies originally adopted in 2006 in Order 679. Order 679 provided for the following incentive-
based rate treatments for specific transmission projects: (1) incentive ROEs for new investment; (2) inclusion in rate 
base of prudently incurred construction work in progress, or CWIP; (3) full recovery of prudently incurred pre-operations 
costs; (4) full recovery of prudently incurred costs of abandoned facilities; (5) use of hypothetical capital structures; 
(6) accumulated deferred income tax accruals; (7) adjustments to book value for sales/purchases; (8) accelerated 
depreciation for transmission assets; (9) deferred cost recovery for utilities with retail rate freezes; and, (10) an ROE 
incentive adder of 50 basis points for utilities that join and/or continue to be members of RTOs or independent system 
operators, or ISOs. 

Table 2: Transmission rate base values for SPP utilities with formula rates ($000)

Ticker Parent company Filing entity 2011 2012 2013 2014 2015 2016 2017 2018

CAGR 
2011-’18 

(%)

AEP American Electric Power Public Service Co. of Oklahoma 336,165 355,103 389,417 431,508 429,462 442,224 471,016 477,207 5.13

AEP American Electric Power Southwestern Electric Power 494,143 531,652 628,926 601,198 650,571 734,624 869,509 928,917 9.44

AEP American Electric Power AEP Oklahoma Transmission 16,345 40,738 223,948 289,268 339,186 433,460 680,649 640,941 68.90

AEP American Electric Power AEP Southwestern Transmission NA <1 3 74 2 6 4 4 NA

AQN Algonquin Power & Utilities Empire District Electric NA 134,333 146,133 151,930 171,333 197,531 211,527 237,101 NA

EVRG Evergy Inc. Kansas City Power & Light 140,647 140,888 144,106 154,548 169,896 177,179 198,795 206,225 5.62

EVRG Evergy Inc. KCP&L Greater Missouri Operations 155,623 174,431 182,824 204,224 206,040 198,084 210,004 210,447 4.41

EVRG Evergy Inc. Westar Energy 812,270 900,564 996,620 1,126,684 1,187,333 1,330,311 1,391,387 1,622,268 10.39

FTS Fortis Inc. ITC Great Plains 74,237 202,100 298,176 416,019 465,119 482,290 481,235 461,924 29.84

OGE OGE Energy Oklahoma Gas & Electric 608,626 990,206 1,223,612 1,445,542 1,492,662 1,475,275 1,481,276 1,628,779 15.10

XEL Xcel Energy Public Service Co. of Colorado NA 909,572 1,038,986 1,120,089 1,158,038 1,231,153 1,281,665 1,313,799 NA

XEL Xcel Energy Southwestern Public Service 591,360 660,586 786,909 1,035,469 1,375,467 1,649,620 1,701,994 1,952,973 18.61

na AEP, Berkshire, Westar Prairie Wind Transmission  5,532 21,993 100,816 158,632  135,129 144,101 134,513 141,635 58.92

na AEP, Great Plains Transource Missouri  NA  NA NA 2,744  42,078 80,168 274,489 270,373 NA

Totals 3,234,948 5,062,166 6,160,476 7,137,929 7,822,316 8,576,026 9,388,063 10,092,593 17.65

NA = Not applicable or not available; CAGR = Compound annual growth rate
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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FERC requires companies seeking incentives to demonstrate a connection between the incentives requested and the 
proposed investment, known as the “nexus” test, and that the incentives requested address the risks and challenges 
that a project faces. FERC has frequently included a condition when approving incentives that a project must be 
included in an RTO/ISO Regional Transmission Expansion Plan, or RTEP, to be eligible for incentive rate treatment. 
RTEPs are typically prepared annually by RTOs and ISOs and identify transmission system additions and improvements 
needed to ensure reliability and promote economic efficiency.

In its 2012 policy statement, FERC stated it would no longer rely on an analysis of whether a project is considered 
routine or non-routine as a proxy for the nexus test but instead would rely more directly on applicants’ demonstrating 
how the total package of incentives requested is tailored to address the risks and challenges of a specific project. 
FERC also stated it would expect that, before seeking an incentive ROE adder based on the risks and challenges of a 
project, an applicant would take all reasonable steps to mitigate risks, including seeking incentives designed to reduce 
those risks, such as rate base inclusion of CWIP, pre-commercial cost recovery, and abandoned plant cost recovery. The 
policy statement provided examples of the types of projects that may merit an incentive ROE, including those using 
advanced technologies. However, FERC stated that it would no longer consider a separate ROE incentive adder solely 
for an advanced technology. 

With respect to ROE, FERC issued Opinion 531 on June 19, 2014, adopting a two-step discounted cash flow, or DCF, 
methodology for setting electric utility ROEs that is identical to the methodology historically used by FERC to establish 
ROEs for natural gas and oil pipelines. The two-step DCF methodology incorporates both short-term and long-term 
measures of growth in dividends. Prior to Opinion 531, the commission used a one-step DCF for electric utilities. 

Opinion 531 applied the new methodology in a then-pending complaint involving the base ROE utilized for transmission 
owners in ISO-New England, or ISO-NE. On April 14, 2017, the U.S. Court of Appeals for the District of Columbia Circuit, 
or D.C. Circuit, remanded the FERC orders issued in 2014 regarding the authorized ROE for ISO-NE. The D.C. Circuit 
determined that FERC must use a two-step process to establish a just and reasonable ROE by first finding that an 
existing rate is unlawful, and second by establishing a new just and reasonable rate. The court found that in the ISO-NE 
case, FERC had, instead, concluded that the existing 11.14% ROE was unlawful based entirely on its determination that 
a 10.57% ROE was just and reasonable. The D.C. Circuit’s decision may ultimately impact FERC’s future determination 
of the appropriate ROE for transmission owners in SPP.

SPP return on equity
Authorized base ROEs, a 50 basis point ROE adder for RTO participation and any additional ROE incentives for SPP 
transmission owners have been authorized by FERC on a company-by-company basis. Details are included in the 
individual company sections.

Individual company details 
The sections that follow provide a closer look at transmission ratemaking and rate base for 14 companies with 
operations in SPP that employ formula based rates. For each there is a brief description, followed by a table or tables 
that provide detail for each operating company regarding authorized base ROE, rate of return, or ROR, rate base, net 
annual revenue requirement, network integration service rate, or NISR, equity ratio, any additional ROE incentives that 
apply to the company’s rate base, and the portion of total rate base that is accorded incentive ROEs.

American Electric Power
AEP has four subsidiaries that are members of SPP: Public Service Company of Oklahoma, or PSO; Southwestern Electric 
Power Co., or SWEPCO; AEPOKT; and, AEPSWT. PSO serves approximately 542,000 retail customers in eastern and 
southwestern Oklahoma. SWEPCO serves approximately 528,000 retail customers in northeastern and the panhandle 
areas of Texas, northwestern Louisiana and western Arkansas.
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AEPOKT and AEPSWT are transmission-only, or transco, subsidiaries of AEP and do not serve retail customers. The 
transcos develop, own and operate transmission assets that are physically connected to AEP’s existing system. The 
transcos are independent of, but overlay AEP’s existing vertically integrated utility operating companies. AEPOKT 
currently owns and operates transmission assets or has assets under construction. 

PSO and SWEPCO filed an application with FERC to switch from stated rates to formula based rates for transmission in 
2007 and requested that FERC approve a base ROE of 11.9%, inclusive of a 50 basis point ROE adder for participation 
in an RTO. The application was ultimately resolved through a settlement approved by FERC in 2009 that incorporated 
an ROE of 11.2%, inclusive of the 50 basis point ROE adder. AEPOKT and AEPSWT filed an application with FERC in 2009 
to establish formula-based rates for transmission, and requested that FERC approve a base ROE of 11.9%, inclusive of 
the 50 basis point adder for RTO participation. FERC approved a settlement in the AEPOKT/AEPSWT case in 2011 that 
also incorporated an ROE of 11.2%, inclusive of the 50 basis point RTO adder, for both companies.

In 2017, East Texas Electric Cooperative, or East Texas, filed a complaint at FERC against AEP’s four operating and 
transmission companies in SPP, asserting that the AEP companies’ authorized base ROE of 10.7% adopted in 2009 and 
2011 is excessive and should be reduced to 8.36%. On Nov. 16, 2017, FERC issued an order establishing hearing and 
settlement judge proceedings on the complaint. On April 30, 2018, FERC’s chief administrative law judge terminated 
settlement proceedings and ordered formal hearing procedures to commence on the complaint.

Public Service Company of Oklahoma

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018-2019 Annual 7/1/2018 11.2 7.78 477,207 97,991 11,085 47.24 None NA

2017-2018 Annual 7/1/2017 11.2 7.69 471,016 90,526 10,260 48.36 None NA

2016-2017 Annual 7/1/2016 11.2 7.73 442,224 84,778 9,499 46.31 None NA

2015-2016 Annual 7/1/2015 11.2 8.15 429,462 86,135 9,429 49.50 None NA

2014-2015 Annual 7/1/2014 11.2 8.17 431,508 83,264 NA 48.28 None NA

2013-2014 Annual 7/1/2013 11.2 8.35 389,417 76,280 NA 48.83 None NA

2012-2013 Annual 7/1/2012 11.2 8.32 355,103 70,223 NA 48.21 None NA

2011-2012 Annual 7/1/2011 11.2 8.53 336,165 71,490 NA 46.28 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

Southwestern Electric Power

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018-2019 Annual 7/1/2018 11.2 7.90 928,917 182,008 10,725 48.09 None NA

2017-2018 Annual 7/1/2017 11.2 7.78 869,509 161,976 9,557 45.61 None NA

2016-2017 Annual 7/1/2016 11.2 8.25 734,624 145,740 9,985 49.32 None NA

2015-2016 Annual 7/1/2015 11.2 8.40 650,571 135,262 9,371 50.25 None NA

2014-2015 Annual 7/1/2014 11.2 8.56 601,198 122,795 NA 51.03 None NA

2013-2014 Annual 7/1/2013 11.2 8.54 628,926 119,435 NA 50.75 None NA

2012-2013 Annual 7/1/2012 11.2 8.74 531,652 109,060 NA 51.97 None NA

2011-2012 Annual 7/1/2011 11.2 8.56 494,143 102,313 NA 49.18 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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Empire District Electric
Empire District Electric, or EDE, is a vertically integrated electric and gas utility. The territory served by EDE’s electric 
operations embraces an area of about 10,000 square miles, located principally in southwestern Missouri, and includes 
smaller areas in southeastern Kansas, northeastern Oklahoma, and northwestern Arkansas.

AEP Oklahoma Transmission

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018-2019 Annual 7/1/2018 11.2 7.37 640,941 102,914 NA 50.69 None NA

2017-2018 Annual 7/1/2017 11.2 7.66 680,649 96,376 8,379 50.05 None NA

2016-2017 Annual 7/1/2016 11.2 7.57 433,460 63,676 6,114 51.02 None NA

2015-2016 Annual 7/1/2015 11.2 NA 339,186 46,664 4,152 NA None NA

2014-2015 Annual 7/1/2014 11.2 NA 289,268 38,134 NA NA None NA

2013-2014 Annual 7/1/2013 11.2 NA 223,948 28,072 NA NA None NA

2012-2013 Annual 7/1/2012 11.2 NA 40,738 5,430 NA NA None NA

2011-2012 Annual 7/1/2011 11.2 NA 16,345 2,317 NA NA None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

AEP Southwestern Transmission

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018-2019 Annual 7/1/2018 11.2 7.9 4 73 NA 48.17 None NA

2017-2018 Annual 7/1/2017 11.2 7.78 4 125 NA 45.61 None NA

2016-2017 Annual 7/1/2016 11.2 8.25 6 131 NA 49.32 None NA

2015-2016 Annual 7/1/2015 11.2 NA 2 144 NA NA None NA

2014-2015 Annual 7/1/2014 11.2 NA 74 224 NA NA None NA

2013-2014 Annual 7/1/2013 11.2 NA 3 189 NA NA None NA

2012-2013 Annual 7/1/2012 11.2 NA <1 114 NA NA None NA

2011-2012 Annual 7/1/2011 11.2 NA NA 139 NA NA None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

Empire District Electric

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018-2019 Annual 7/1/2018 10.0 7.54 237,101 50,155 50,550 48.92 None NA

2017-2018 Annual 7/1/2017 10.0 7.58 211,527 40,924 39,280 48.32 None NA

2016-2017 Annual 7/1/2016 10.0 7.55 197,531 36,613 35,117 48.16 None NA

2015-2016 Annual 7/1/2015 10.0 7.60 171,333 34,388 30,131 49.26 None NA

2014-2015 Annual 7/1/2014 10.0 7.83 151,930 31,828 27,965 50.04 None NA

2013-2014 Annual 7/1/2013 10.0 7.92 146,133 29,426 25,315 49.92 None NA

2012-2013 Annual 7/1/2012 10.5 8.57 134,333 28,095 23,256 49.49 None NA

2011-2012 Annual 7/1/2011 NA NA NA NA NA NA None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

Exhibit No. AMF-4 
Page 242 of 383



RRA Regulatory Focus: Topical Special Report

7

In 2016, Algonquin Power & Utilities and EDE announced that they had entered into an agreement whereby Algonquin 
was to acquire EDE for $2.4 billion, or C$3.4 billion, including $900 million of assumed debt. FERC approved the 
proposed transaction in 2016, and after state commissions in Arkansas, Kansas, Missouri and Oklahoma subsequently 
approved the proposed transaction it was completed in 2017.

EDE received FERC approval in 2012 to transition from a fixed transmission rate to a formula rate. FERC simultaneously 
authorized EDE a base ROE of 10%, inclusive of the 50 basis point RTO adder.

Evergy Inc.
Evergy subsidiaries Kansas City Power & Light, or KCP&L, and Kansas City Power & Light Greater Missouri Operations, 
or KCP&L GMO, provide electric utility service to customers in Missouri and Kansas. The two utilities combined serve 
approximately 838,400 customers. 

KCP&L and KCP&L GMO filed an application with FERC to switch from stated transmission rates to formula based rates 
in 2009 and requested that FERC approve a base ROE of 12.3%, inclusive of a 50 basis point ROE adder for participation 
in an RTO. The KCP&L/KCP&L GMO application was ultimately resolved through a settlement approved by FERC in 2010 
that incorporated an ROE of 11.1% for both companies, inclusive of the 50 basis point RTO adder.

Kansas City Power & Light

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 11.1 7.63 206,225 46,238 NA 51.97 None NA

2017 Annual 1/1/2017 11.1 8.26 198,795 38,175 14,412 50.29 None NA

2016 Annual 1/1/2016 11.1 8.36 177,179 33,151 12,234 50.44 None NA

2015 Annual 1/1/2015 11.1 8.55 169,896 35,263 NA 50.80 None NA

2014 Annual 1/1/2014 11.1 9.07 154,548 29,237 NA 49.64 None NA

2013 Annual 1/1/2013 11.1 9.32 144,106 30,145 NA 47.16 None NA

2012 Annual 1/1/2012 11.1 9.47 140,888 30,441 NA 47.76 None NA

2011 Annual 1/1/2011 11.1 9.49 140,647 29,348 NA 48.23 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

KCP&L Greater Missouri Operations

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 11.1 7.63 210,447 39,542 NA 51.97 None NA

2017 Annual 1/1/2017 11.1 8.26 210,004 39,246 NA 50.29 None NA

2016 Annual 1/1/2016 11.1 8.36 198,084 33,086 NA 50.44 None NA

2015 Annual 1/1/2015 11.1 8.55 206,040 30,884 NA 50.80 None NA

2014 Annual 1/1/2014 11.1 9.07 204,224 36,472 NA 49.64 None NA

2013 Annual 1/1/2013 11.1 9.32 182,824 38,505 NA 47.16 None NA

2012 Annual 1/1/2012 11.1 9.47 174,431 36,406 NA 47.76 None NA

2011 Annual 1/1/2011 11.1 9.49 155,623 29,026 NA 48.23 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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Evergy’s Westar Energy subsidiary is a vertically integrated electric utility and the largest electric company in 
Kansas, serving 690,000 residential, commercial and industrial customers in the eastern third of the state. Kansas 
Gas and Electric Company, or KG&E, Westar Energy’s wholly-owned subsidiary, provides service in south-central 
and southeastern Kansas, including the city of Wichita. Both Westar and KG&E conduct business using the name 
Westar Energy.

FERC authorized a base ROE of 11.3% for Westar in 2008, inclusive of the 50 basis point RTO adder. In 2014, the Kansas 
Corporation Commission, or KCC, filed a complaint with FERC alleging that the 11.3% ROE was unjust, unreasonable 
and unduly discriminatory, and that a just and reasonable ROE for Westar’s transmission formula rate would be 9.37%. 
In 2015, Westar filed a settlement in the complaint proceeding proposing to reduce its authorized ROE from 11.3% to 
10.3%, inclusive of the 50 basis point RTO adder, and FERC approved the settlement in 2016.

In 2015, the KCC approved a request by Westar to build a transmission line from the company’s Jeffrey Energy Center 
Substation, northwest of St. Marys, Kansas, to its East Manhattan Substation near Manhattan, Kansas. The route of the 
new 25.6 mile line follows the existing 230 kV transmission line right of way. Upon completion, Westar decommissioned 
the older line. Construction of the new line began in June 2016 and was completed and placed in service in April 2017.

Westar owns a 50% interest in Prairie Wind Transmission, which is a joint venture between it and Electric Transmission 
America, which itself is a joint venture between affiliates of AEP and Berkshire Hathaway Energy. In 2014, Prairie 
Wind completed construction of a 108 mile, 345 kV double-circuit transmission line that is now being used to provide 
transmission service in SPP. The final cost of the line was $161.5 million. See the Prairie Wind Transmission section 
below for more information.

Fortis Inc./ITC Holdings
Fortis subsidiary ITC Great Plains is a member of SPP. In 2016, FERC approved the acquisition of ITC Holdings, the parent 
company of ITC Great Plains, by the Canadian company Fortis Inc., and the transaction was completed in October 2016.

In 2009, FERC approved ITC Great Plains’ request for transmission rate incentives for its proposed Kansas V-Plan 
transmission project. Specifically, FERC approved an incentive ROE of 12.16% for the planned high voltage transmission 
project, as well as for two existing substations the company planned to purchase. The overall ROE approved by FERC 
represents a base ROE of 10.66%, plus a 50 basis point incentive adder for participation in SPP, and a 100 basis point 
incentive adder based on the company’s status as an independent transmission company. The 122 mile, $300 million 
Kansas V-Plan was designed to connect eastern and western Kansas to Nebraska and Oklahoma, and the project was 
completed in 2014.

Westar Energy

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 10.3 7.54 1,622,268 289,696 70,764 51.73 None NA

2017 Annual 1/1/2017 10.3 7.91 1,391,387 264,137 66,155 53.32 None NA

2016 Annual 1/1/2016 10.3 7.98 1,330,311 234,569 56,230 50.52 None NA

2015 Annual 1/1/2015 11.3 8.32 1,187,333 237,922 56,840 48.71 None NA

2014 Annual 1/1/2014 11.3 8.63 1,126,684 242,538 60,408 50.63 None NA

2013 Annual 1/1/2013 11.3 8.92 996,620 198,249 48,369 52.80 None NA

2012 Annual 1/1/2012 11.3 8.73 900,564 186,059 44,309 49.11 None NA

2011 Annual 1/1/2011 11.3 8.56 812,270 132,057 34,856 47.62 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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In 2016, ITC Great Plains, in conjunction with Mid-Kansas Electric Company, or MKEC, placed the Elm Creek-Summit 
high voltage electric transmission line and the Elm Creek substation into service in central Kansas. The 60 mile, 345 kV, 
$113 million transmission line links the existing 345kV Summit substation southeast of Salina, Kansas to the new 345 
kV Elm Creek substation southeast of Concordia, Kansas.

OGE Energy
OGE Energy subsidiary Oklahoma Gas & Electric, or OG&E, serves 30,000 square miles in Oklahoma and western 
Arkansas, including Oklahoma City and Fort Smith, Arkansas, the second largest city in that state. 

OG&E filed an application with FERC to switch from a stated transmission rate to a formula based rate in 2008 and 
requested that FERC approve a base ROE of 12.7%, inclusive of a 50 basis point ROE adder for participation in an RTO. 
The OG&E case was ultimately resolved through a settlement approved by FERC in 2009 that incorporated an ROE of 
11.1%, inclusive of the 50 basis point RTO adder.

In 2016, OG&E announced it was moving up the construction timeline of a $190 million transmission line to help connect 
wind farms in northwestern Oklahoma. The utility said it would begin building the 126 mile Windspeed II line from 
Woodward to its Cimarron substation northwest of Oklahoma City in 2017 and expects to complete the line in 2018. 

ITC Great Plains

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 11.16 8.89 461,924 88,298 NA 60.0 NA 12.16

2017 Annual 1/1/2017 11.16 8.76 481,235 88,258 NA 60.0 NA 12.16

2016 Annual 1/1/2016 11.16 8.69 482,290 83,123 NA 60.0 NA 12.16

2015 Annual 1/1/2015 11.16 9.20 465,119 80,421 NA 60.0 NA 12.16

2014 Annual 1/1/2014 11.16 7.97 416,019 65,034 NA 60.0 NA 12.16

2013 Annual 1/1/2013 11.16 8.72 298,176 46,199 NA 60.0 NA 12.16

2012 Annual 1/1/2012 11.16 8.87 202,100 31,196 NA 60.0 NA 12.16

2011 Annual 1/1/2011 11.16 9.53 74,237 10,681 NA 60.0 NA 12.16

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

Oklahoma Gas & Electric 

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 11.1 8.62 1,628,779 297,787 23,334 55.52 None NA

2017 Annual 1/1/2017 11.1 8.50 1,481,276 263,096 19,385 53.53 None NA

2016 Annual 1/1/2016 11.1 8.61 1,475,275 252,102 17,509 54.10 None NA

2015 Annual 1/1/2015 11.1 8.79 1,492,662 247,998 15,544 55.53 None NA

2014 Annual 1/1/2014 11.1 8.88 1,445,542 242,387 14,056 55.92 None NA

2013 Annual 1/1/2013 11.1 8.82 1,223,612 209,874 15,700 54.41 None NA

2012 Annual 1/1/2012 11.1 8.93 990,206 170,742 16,352 55.45 None NA

2011 Annual 1/1/2011 11.1 9.00 608,626 111,626 17,591 55.28 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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On Jan. 26, 2018, the Oklahoma Municipal Power Authority, or OMPA, filed a complaint at FERC against OG&E, arguing 
that the 10.6% base ROE established in 2009 in the utility’s initial formula transmission rate proceeding is no longer 
just and reasonable. On March 8, 2018, OG&E filed a reply to OMPA’s complaint. On May 17, 2018, FERC issued an order 
setting the complaint for hearing.

Xcel Energy
Xcel subsidiaries Public Service Company of Colorado, or PSCO, and Southwestern Public Service Company, or SPS, are 
members of SPP. PSCO provides electric utility service to approximately 1.4 million customers in Colorado. SPS serves 
about 267,000 customers in Texas and more than 118,000 customers in New Mexico in a territory that includes the 
cities of Roswell, New Mexico, and Amarillo and Lubbock, Texas.

PSCO filed an application with FERC to switch from a stated transmission rate to a formula based rate in 2012 and 
requested that FERC approve a base ROE of 10.25%, inclusive of a 50 basis point ROE adder for participation in an RTO. 
The PSCO case was ultimately resolved through a settlement approved by FERC in 2014 that incorporated an ROE of 
9.72%, inclusive of the 50 basis point RTO adder.

Public Service Company of Colorado

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 9.72 7.35 1,313,799 254,445 43,299 55.44 None NA

2017 Annual 1/1/2017 9.72 7.43 1,281,665 249,559 42,053 56.38 None NA

2016 Annual 1/1/2016 9.72 7.46 1,231,153 245,920 40,338 56.46 None NA

2015 Annual 1/1/2015 9.72 7.50 1,158,038 230,012 38,168 56.34 None NA

2014 Annual 1/1/2014 9.72 7.50 1,120,089 225,358 36,960 56.36 None NA

2013 Annual 1/1/2013 10.25 7.87 1,038,986 215,056 35,564 56.97 None NA

2012 Annual 1/1/2012 10.25 8.22 909,572 182,492 30,344 56.30 None NA

2011 Annual 1/1/2011 10.50 NA NA NA NA NA None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Source: Regulatory Research Associates, an offering of S&P Global Market Intelligence

Southwestern Public Service Company

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 10.50 7.71 1,952,973 311,420 26,996 54.41 None NA

2017 Annual 1/1/2017 10.50 8.18 1,701,994 282,070 25,779 53.78 None NA

2016 Annual 1/1/2016 10.50 8.22 1,649,620 266,501 27,055 53.62 None NA

2015 Annual 1/1/2015 11.27 8.78 1,375,467 237,688 26,629 53.52 None NA

2014 Annual 1/1/2014 11.27 9.02 1,035,469 194,447 23,968 53.89 None NA

2013 Annual 1/1/2013 11.27 8.93 786,909 154,249 21,684 52.56 None NA

2012 Annual 1/1/2012 11.27 8.98 660,586 130,735 NA 50.90 None NA

2011 Annual 1/1/2011 11.27 9.14 591,360 112,194 22,876 51.16 None NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence

Exhibit No. AMF-4 
Page 246 of 383



RRA Regulatory Focus: Topical Special Report

11

SPS filed an application with FERC to switch to formula based rates for transmission in 2008 and requested that FERC 
approve a base ROE of 12.7%, inclusive of a 50 basis point ROE adder for participation in an RTO. The SPS case was 
ultimately resolved through a settlement approved by FERC in 2009 that incorporated an ROE of 11.27%, inclusive of 
the 50 basis point RTO adder. 

In 2015, FERC approved a settlement resolving a series of complaints filed against SPS’ 11.27% ROE. Five cooperative 
utilities and a group representing four West Texas municipalities asserted that a new DCF analysis indicated that the 
base ROE for SPS should be lowered to 9.11%. The approved settlement reduced SPS’s transmission ROE from 11.27% 
to 10.5%, inclusive of the 50 basis point RTO adder.

SPS and OG&E combined to build two major transmission projects: a $64 million, 345 kV transmission line which runs 
from northern Hansford County, Texas, to Woodward, Oklahoma; and a $185 million, 345 kV transmission line that 
extends for almost 200 miles from a substation north of Abernathy, Texas, to Woodward, Oklahoma. The two projects 
are part of SPS’s $1.6 billion “Power for the Plains” transmission enhancement program for Texas, New Mexico and 
Oklahoma. Power for the Plains was launched after an SPP ”High Priority Incremental Load Study” in 2010. The study 
recommended that SPP build transmission projects and grid upgrades to address load growth from oil and gas 
exploration in the Permian Basin.

The most expensive Power for the Plains project is the TUCO-Yoakum-Hobbs line, expected to be completed in 2020. At 
an estimated cost of $242 million, the project consists of about 160 miles of new 345 kV line running between the TUCO 
substation in Hale County, Texas, and the Hobbs Plant substation in Lea County, New Mexico.

Prairie Wind Transmission
Prairie Wind Transmission is a joint venture formed by Westar and Electric Transmission America, or ETA. ETA is in turn 
a joint venture of subsidiaries of AEP and Berkshire Hathaway Energy that was formed to build and own new electric 
transmission assets in Kansas. 

In 2014, Prairie Wind completed a 108 mile, 345 kV, double circuit transmission line linking an existing 345 kV substation 
near Wichita, Kansas to a new 345 kV substation northeast of Medicine Lodge, Kansas near the Flat Ridge I Wind 
Farm, and then south to the Kansas/Oklahoma border. Westar provided project management services to Prairie Wind, 
which included coordination of the engineering and construction of the new transmission lines and facilities. The total 
estimated investment for the 345 kV line was $170 million. 

Prairie Wind Transmission

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 11.3 8.0 141,635 20,928 NA 47.21 141,635 12.8

2017 Annual 1/1/2017 11.3 7.8 134,513 18,216 NA 44.80 134,513 12.8

2016 Annual 1/1/2016 11.3 8.3 144,101 21,052 NA 50.49 144,101 12.8

2015 Annual 1/1/2015 11.3 9.0 135,129 15,536 NA 48.29 135,129 12.8

2014 Annual 1/1/2014 11.3 7.9 158,632 15,952 NA 50.00 158,632 12.8

2013 Annual 1/1/2013 11.3 9.0 100,816 14,491 NA 50.00 100,816 12.8

2012 Annual 1/1/2012 11.3 11.2 21,993 4,964 NA 50.00 21,993 12.8

2011 Annual 1/1/2011 11.3 11.2 5,532 1,924 NA 50.00 5,532 12.8

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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FERC approved Prairie Wind’s request for incentive rate treatment for the project in 2008, including a 150 basis point 
ROE adder given the size, scope, benefits, and risks of the project. FERC also granted Prairie Wind a 50 basis point ROE 
incentive for participation in SPP, resulting in a total ROE of 12.8%. 

Transource Energy
Transource Energy is a partnership between AEP and Great Plains focused on the development of competitive electric 
transmission projects. AEP owns 86.5% of Transource and Great Plains owns 13.5%. Transource Missouri, a subsidiary 
of Transource Energy, began filing annual formula rate updates in 2014.

In 2011, the Missouri Public Service Commission authorized Transource subsidiary Transource Missouri to construct 
two new 345 kV transmission lines in the northwest part of the state. The Iatan-Nashua line will run 30 miles in Platte 
County, Missouri, in an arc around Kansas City International Airport. The Sibley-Nebraska City line runs 175 miles from 
a substation owned by Omaha Public Power District. The Sibley-Nebraska City line was completed in December 2016.

Transource Missouri received FERC approval for incentive rate treatment for the Sibley-Nebraska City line in October 
2012. In approving the incentives for the Sibley-Nebraska City line, FERC stated that it would grant a 100 basis point 
ROE adder for the risks and challenges of the project, including the construction challenges associated with two 
crossings of the Missouri River and obtaining rights-of-way in two states. In addition, FERC noted the length and cost 
of the project, and the increased power transfer capability it would provide between Kansas and Nebraska, as well as 
between the SPP and the Midcontinent Independent System Operator regions.

Transource Missouri

Rate year
Adjustment 
frequency

Adjustment 
date

Base 
ROE 
(%)*

ROR 
(%)

Transmission 
rate base 

($000)

Annual 
rev. req. 

($000)

NISR 
($/MW-

Yr)
Equity 

(%)

Incentive 
rate base  

($000)
Incentive 
ROE* (%)

2018 Annual 1/1/2018 10.30 7.03 270,373 38,804 NA 54.83 NA 11.30

2017 Annual 1/1/2017 10.30 7.51 274,489 33,200 NA 55.0 NA 11.30

2016 Annual 1/1/2016 10.30 7.45 80,168 32,150 NA 55.0 NA 11.30

2015 Annual 1/1/2015 10.30 7.60 42,078 23,504 NA 60.0 27,260 11.30

2014 Annual 1/1/2014 10.30 7.70 2,744 10,647 NA 60.0 0 NA

2013 Annual 1/1/2013 NA NA NA NA NA NA NA NA

2012 Annual 1/1/2012 NA NA NA NA NA NA NA NA

2011 Annual 1/1/2011 NA NA NA NA NA NA NA NA

NA = Not applicable or not available; ROE = Return on equity; ROR = Rate of return; NISR = Network integration service rate
* Includes 50 basis point adder for RTO participation.
Sources: FERC; Regulatory Research Associates, an offering of S&P Global Market Intelligence
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Our ability to engage in construction projects resulting from pursuing these initiatives is subject to significant uncertainties, including the factors discussed above, and will depend on 
obtaining any necessary regulatory and other approvals for the project and for us to initiate construction, our achieving status as the builder of the project in some circumstances and other 
factors. In addition, projects may be canceled, the scope of planned projects may change, or projects may not be completed on time, any of which may adversely affect our level of 
investment or cause our projected investments to be inaccurate.

In addition, we expect to incur expenses to pursue strategic development investment opportunities. If these payments or expenses are higher than anticipated, our future results of 
operations, cash flows and financial condition could be materially and adversely affected.

The regulations to which we are subject may limit our ability to raise capital and/or pursue acquisitions, development opportunities or other transactions or may subject us 

to liabilities.

Each of our Regulated Operating Subsidiaries is a “public utility” under the FPA and, accordingly, is subject to regulation by the FERC. Approval of the FERC is required under Section 
203 of the FPA for a disposition or acquisition of regulated public utility facilities, either directly or indirectly through a holding company. Such approval is also required to acquire a 
significant interest in securities of a public utility. Section 203 of the FPA also provides 
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the FERC with explicit authority over utility holding companies’ purchases or acquisitions of, and mergers or consolidations with, a public utility. Finally, each of our Regulated Operating 
Subsidiaries must also seek approval by the FERC under Section 204 of the FPA for issuances of its securities (including debt securities). If we are unable to obtain the necessary FERC 
approvals for potential acquisitions, dispositions or merger activities, or to raise capital, our strategic and growth opportunities may be limited. This could have an adverse impact on our 
consolidated results of operations, cash flows and financial condition.

We are also pursuing development projects for construction of transmission facilities and interconnections with generating resources. These projects may require regulatory approval by 
Federal agencies, including the FERC, applicable RTOs and state and local regulatory agencies. Failure to secure such regulatory approval for new strategic development projects could 
adversely affect our ability to grow our business and increase our revenues. If we fail to obtain these approvals when necessary, we may incur liabilities for such failure.

Changes in energy laws, regulations or policies could impact our business, financial condition, results of operations and cash flows.

Each of our Regulated Operating Subsidiaries is regulated by the FERC as a “public utility” under the FPA and is a TO in MISO, SPP or PJM. We cannot predict whether the approved 
rate methodologies for any of our Regulated Operating Subsidiaries will be changed. In addition, the U.S. Congress periodically considers enacting energy legislation that could assign 
new responsibilities to the FERC, modify provisions of the FPA or provide the FERC or another entity with increased authority to regulate transmission matters. Our Regulated Operating 
Subsidiaries may be affected by any such changes in federal energy laws, regulations or policies in the future. While our Regulated Operating Subsidiaries are subject to the FERC’s
exclusive jurisdiction for purposes of rate regulation, changes in state laws affecting other matters, such as transmission siting and construction, could limit investment opportunities 
available to us.

Each of our MISO Regulated Operating Subsidiaries depends on its primary customer for a substantial portion of its revenues, and any material failure by those primary 

customers to make payments for transmission services could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Each of ITCTransmission, METC and ITC Midwest derive a substantial portion of their revenues from the transmission of electricity to the local distribution facilities of DTE Electric, 
Consumers Energy and IP&L, respectively. Each of these customers is expected to constitute the majority of the revenues of the respective MISO Regulated Operating Subsidiary for the 
foreseeable future. Any material failure by DTE Electric, Consumers Energy or IP&L to make payments for transmission services could have an adverse effect on our business, financial 
condition, results of operations and cash flows.

A significant amount of the land on which our assets are located is subject to easements, mineral rights and other similar encumbrances. As a result, we must comply with 

the provisions of various easements, mineral rights and other similar encumbrances, which may adversely impact our ability to complete construction projects in a timely 

manner.

METC does not own the majority of the land on which its electric transmission assets are located. Instead, under the provisions of the Easement Agreement, METC pays an annual 
rent to Consumers Energy in exchange for rights-of-way, leases, fee interests and licenses which allow METC to use the land on which its transmission lines are located. Under the terms 
of the Easement Agreement, METC’s easement rights could be eliminated if METC fails to meet certain requirements, such as paying contractual rent to Consumers Energy in a timely 
manner. Additionally, a significant amount of the land on which our other subsidiaries’ assets are located is subject to easements, mineral rights and other similar encumbrances. As a 
result, they must comply with the provisions of various easements, mineral rights and other similar encumbrances, which may adversely impact their ability to complete their construction 
projects in a timely manner.

We contract with third parties to provide services for certain aspects of our business. If any of these agreements are terminated, we may face a shortage of labor or 

replacement contractors to provide the services formerly provided by these third parties.

We enter into various agreements and arrangements with third parties to provide services for construction, maintenance and operations of certain aspects of our business, and we 
utilize the services of contractors to a significant extent. If any of these agreements or arrangements is terminated for any reason, it could result in a 
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shortage of a readily available workforce to provide such services and we may face difficulty finding a qualified replacement workforce. In such a situation, if we are unable to find adequate 
replacements for contractors in a timely manner, it could have an adverse effect on our results of operations and the ability to carry on our business.

Hazards associated with high-voltage electricity transmission may result in suspension of our operations, costly litigation or the imposition of civil or criminal penalties.

Our operations are subject to the usual hazards associated with high-voltage electricity transmission, including explosions, fires, mechanical failure, unscheduled downtime, equipment 
interruptions, remediation, chemical spills, discharges or releases of toxic or hazardous substances or gases and other environmental risks. These hazards can cause personal injury and 

• regional economic conditions;

• weather conditions;

• union strikes or labor shortages;

• material and equipment prices and availability;

• variances between estimated and actual costs of construction contracts awarded;

• our ability to obtain financing for such expenditures, if necessary;

• limitations on the amount of construction that can be undertaken on our system or transmission systems owned by others at any one time;

• regulatory requirements relating to our rate construct, including our ability to recover costs;

• the potential for greater competition;

• environmental, siting or regional planning issues; and

• legal proceedings.
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loss of life, severe damage to or destruction of property and equipment and environmental damage, and may result in suspension of operations, litigation by aggrieved parties and the 
imposition of civil or criminal penalties which may have a material adverse effect on our business, financial condition and results of operations. We maintain property and casualty 
insurance, but we are not fully insured against all potential hazards incident to our business, such as damage to poles, towers and lines or losses caused by outages.

We are subject to environmental regulations and to laws that can give rise to substantial liabilities from environmental contamination.

We are subject to federal, state and local environmental laws and regulations, which impose limitations on the discharge of pollutants into the environment, establish standards for the 
management, treatment, storage, transportation and disposal of solid and hazardous wastes and hazardous materials, and impose obligations to investigate and remediate contamination 
in certain circumstances. Liabilities relating to investigation and remediation of contamination, as well as other liabilities concerning hazardous materials or contamination such as claims 
for personal injury or property damage, may arise at many locations, including formerly owned or operated properties and sites where wastes have been treated or disposed of, as well as 
properties we currently own or operate. Such liabilities may arise even where the contamination does not result from noncompliance with applicable environmental laws. Under a number of 
environmental laws, such liabilities may also be joint and several, meaning that a party can be held responsible for more than its share of the liability involved, or even the entire share.

We have incurred expenses in connection with environmental compliance, and we anticipate that we will continue to do so in the future. Failure to comply with the extensive 
environmental laws and regulations applicable to us could result in significant civil or criminal penalties and remediation costs. Our assets and operations also involve the use of materials 
classified as hazardous, toxic or otherwise dangerous. Some of our facilities and properties are located near environmentally sensitive areas such as wetlands and habitats of endangered 
or threatened species. In addition, certain properties in which we operate are, or are suspected of being, affected by environmental contamination. Compliance with these laws and 
regulations, and liabilities concerning contamination or hazardous materials, may adversely affect our costs and, therefore, our business, financial condition and results of operations.

If amounts billed for transmission service for our Regulated Operating Subsidiaries’ transmission systems are lower than expected, or our actual revenue requirements are 

higher than expected, the timing of actual collection of our total revenues would be delayed.

If amounts billed for transmission service are lower than expected, the timing of actual collections of our Regulated Operating Subsidiaries’ total revenue requirement would likely be 
delayed until such circumstances are adjusted through the true-up mechanism, which would be settled within a two-year period, in our Regulated Operating Subsidiaries’ Formula Rates. 
Lower than expected amounts collected could result from lower network load or point-to-point transmission service on our Regulated Operating Subsidiaries’ transmission systems due to 
a weak economy, changes in the nature or composition of the transmission assets of our Regulated Operating Subsidiaries and surrounding areas, poor transmission quality of 
neighboring transmission systems, or for any other reason. In addition, if the revenue requirements of our Regulated Operating Subsidiaries are higher than expected, the timing of actual 
collection of our Regulated Operating Subsidiaries' total revenue requirements would likely be delayed until such circumstances are reflected through the true-up mechanism, which would 
be settled within a two-year period, in our Regulated Operating Subsidiaries' Formula Rates. This could be due to higher actual expenditures compared to the forecasted expenditures 
used to develop their billing rates or for any other reason. The effect of such under-collection would be to reduce the amount of our available cash resources from what we had expected, 
until such under-collection is corrected through the true-up mechanism in the Formula Rate template, which may require us to increase our outstanding indebtedness, thereby reducing 
our available 
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borrowing capacity, and may require us to pay interest at a rate that exceeds the interest to which we are entitled in connection with the operation of the true-up mechanism. 

We are subject to various regulatory requirements, including reliability standards; contract filing requirements; reporting, recordkeeping and accounting requirements; and 

transaction approval requirements. Violations of these requirements, whether intentional or unintentional, may result in penalties that, under some circumstances, could 

have a material adverse effect on our business, financial condition, results of operations and cash flows.

The various regulatory requirements to which we are subject include reliability standards established by the NERC, which acts as the nation’s Electric Reliability Organization approved 
by the FERC in accordance with Section 215 of the FPA. These standards address operation, planning and security of the bulk power system, including requirements with respect to real-
time transmission operations, emergency operations, vegetation management, critical infrastructure protection and personnel training. Failure to comply with these requirements can result 
in monetary penalties as well as non-monetary sanctions. Monetary penalties vary based on an assigned risk factor for each potential violation, the severity of the violation and various 
other circumstances, such as whether the violation was intentional or concealed, whether there are repeated violations, the degree of the violator’s cooperation in investigating and 
remediating the violation and the presence of a compliance program, and such penalties can be substantial. Non-monetary sanctions include potential limitations on the violator’s activities 
or operation and placing the violator on a watchlist for major violators. If any of our subsidiaries violate the NERC reliability standards, even unintentionally, in any material way, any 
penalties or sanctions imposed against us could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Certain of our subsidiaries are also subject to requirements under Sections 203 and 205 of the FPA for approval of transactions; reporting, recordkeeping and accounting requirements; 
and for filing contracts related to the provision of jurisdictional services. Under the FERC policy, failure to file jurisdictional agreements on a timely basis may result in foregoing the time 
value of revenues collected under the agreement, but not to the point where a loss would be incurred. The failure to obtain timely approval of transactions subject to FPA Section 203, or to 
comply with applicable reporting, recordkeeping or accounting requirements under FPA Section 205, could subject us to penalties that could have a material adverse effect on our financial 
condition, results of operations and cash flows.

Acts of war, terrorist attacks, natural disasters, severe weather and other catastrophic events may have a material adverse effect on our business, financial condition, results 

of operations and cash flows.

Acts of war, terrorist attacks, natural disasters, severe weather and other catastrophic events may negatively affect our business, financial condition and cash flows in unpredictable 
ways, such as increased security measures and disruptions of markets. Energy related assets, including, for example, our transmission facilities and DTE Electric’s, Consumers Energy’s
and IP&L’s generation and distribution facilities that we interconnect with, may be at risk of acts of war and terrorist attacks, as well as natural disasters, severe weather and other 
catastrophic events. Such events or threats may have a material effect on the economy in general and could result in a decline in energy consumption, which may have a material adverse 
effect on our business, financial condition, results of operations and cash flows.

A cyber-attack or incident could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Various U.S. Government agencies have noted that external threat sources continue to seek to exploit, through cyber attacks, potential vulnerabilities in the U.S. energy infrastructure 
including electric transmission assets. These cyber threats and attacks are becoming more sophisticated and dynamic. Cyber security incidents could harm our business by limiting our 
transmission capabilities, delay our development and construction of new facilities or capital improvement projects on existing facilities or expose us to liability. Cyber attacks targeting our 
information systems could also impair our records, networks, systems and programs, or transmit viruses to other systems. Such events or the threat of such events may increase costs 
associated with heightened security requirements. In addition, if our major customers or suppliers experience a cyber attack it may reduce their ability to use our transmission facilities or 
service our transmission assets. If our business or those of our customers and suppliers are subject to a cyber attack, it may have a material adverse effect on our business, financial 
condition, results of operations and cash flows.

18

Table of Contents

Changes in tax laws or regulations may negatively affect our results of operations, net income, financial condition, cash flows and credit metrics. 

We are subject to taxation by various taxing authorities at the federal, state and local levels. Various representatives of the government, corporations, industry groups and the public 
continue to pursue changes to tax laws and regulations, and corporate tax reform continues to be a priority in many jurisdictions. Due to unique aspects of the treatment of taxes for 
regulated utilities, the impacts of changes in tax laws for us and our Regulated Operating Subsidiaries may differ from the impacts to other corporations generally. We cannot predict the 
timing or impacts of any future modifications or changes in tax laws. Changes in federal, state or local tax rates or other aspects of tax laws could materially and adversely affect our 
results of operations, net income, financial condition, cash flows, and credit metrics.
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refueling requirements. Ameren Missouri has inventories and supply contracts sufficient to meet all of its uranium (concentrate and

hexafluoride), conversion, and enrichment requirements at least through the 2023 refueling. Ameren Missouri has fuel fabrication

service contracts through the 2023 refueling.

RENEWABLE ENERGY CREDITS AND ZERO EMISSION CREDITS

Missouri and Illinois laws require electric utilities to include renewable energy resources in their portfolios. Ameren Missouri and

Ameren Illinois satisfied their renewable energy portfolio requirements in 2018.

In Missouri, utilities were required to purchase or generate electricity equal to at least 10% of native load sales from renewable

energy sources in 2018. That percentage will increase to at least 15% by 2021, subject to an average 1% annual increase on customer

rates over any 10-year period. At least 2% of the annual renewable energy requirement must be derived from solar energy. Ameren

Missouri expects to satisfy the nonsolar requirement in 2019 with its Keokuk and Maryland Heights energy centers, a 102-megawatt

power purchase agreement with a wind farm operator, and an estimated purchase of approximately $2 million of renewable energy

credits in the market. The Keokuk energy center generates electricity using a hydroelectric dam located on the Mississippi River. The

Maryland Heights energy center generates electricity by burning methane gas collected from a landfill. Ameren Missouri is meeting the

solar energy requirement by purchasing solar-generated renewable energy credits from customer-installed systems and by generating

solar energy at its O’Fallon energy center and its headquarters building. In 2018, Ameren Missouri entered into build-transfer

agreements to purchase up to 557 megawatts of wind generation. For additional information on these agreements, see Note 2 – Rate

and Regulatory Matters under Part II, Item 8 of this report.

Effective June 2017, the FEJA requires the IPA to procure renewable energy credits for all electric distribution customers in

Illinois, including those customers supplied by alternative retail electric suppliers. The IPA’s initial long-term renewable resources

procurement plan was approved by the ICC in 2018. The IPA’s plan set forth guidelines by which the IPA should procure 15-year

contracts for four million wind renewable energy credits per year and four million solar renewable energy credits per year, allocated

among Ameren Illinois, Commonwealth Edison Company, and MidAmerican Energy Company based on load. As a result of the

allocation, Ameren Illinois is required to purchase 1.2 million wind renewable energy credits per year and 1.2 million solar renewable

energy credits per year. The IPA has completed several procurement events, resulting in contractual commitments of 0.9 million wind

renewable energy credits per year and 0.9 million solar renewable energy credits per year for Ameren Illinois. The remaining 0.3

million wind renewable and 0.3 million solar energy credits per year for Ameren Illinois will be obtained through IPA procurement

events in 2019. Ameren Illinois will execute additional renewable energy credit contracts after these procurements in 2019. The IPA is

expected to file its second long-term renewable resources procurement plan in 2019, which, once approved, will establish the 2020 and

2021 renewable energy credit procurement targets.

The FEJA also required Ameren Illinois to enter into contracts for zero emission credits in an amount equal to approximately 16%

of the actual amount of electricity delivered to retail customers during calendar year 2014. This one-time zero emission credit

procurement by the IPA, approval by the ICC, and execution of zero emission credit contracts were all completed in 2018. Contracts

are for 10 years with quantities allocated among Ameren Illinois, Commonwealth Edison Company, and MidAmerican Energy

Company. Both renewable energy credits and zero emission credits have cost recovery tariff mechanisms which fully recover or refund

the variance between actual costs incurred from the resulting contracts and the amounts collected from customers.

ENERGY EFFICIENCY

Ameren Missouri and Ameren Illinois have implemented energy-efficiency programs to educate and to help their customers

become more efficient energy consumers. In Missouri, the MEEIA established a regulatory recovery mechanism that, among other

things, allows electric utilities to recover costs with respect to MoPSC-approved customer energy-efficiency programs. The law

requires the MoPSC to ensure that a utility’s financial incentives are aligned to help customers use energy more efficiently, to provide

timely cost recovery, and to provide earnings opportunities associated with cost-effective energy-efficiency programs. Missouri does not

have a law mandating energy-efficiency programs.

In February 2016, the MoPSC issued an order approving Ameren Missouri’s MEEIA 2016 plan. That plan included a portfolio of

customer energy-efficiency programs, along with a regulatory recovery mechanism. The MoPSC’s order included a performance

incentive that provides for additional revenues if certain MEEIA 2016 customer energy-efficiency goals are achieved, including $27

million if 100% of the goals are achieved during the three-year period. Ameren Missouri must achieve at least 25% of its energy

efficiency-goals to be eligible for a MEEIA 2016 performance incentive and can earn more if its energy savings exceed those goals.

Through 2018, Ameren Missouri invested $136 million in MEEIA 2016 customer energy-efficiency programs and recognized $11

million in additional revenue related to performance incentives.

In December 2018, the MoPSC issued an order approving Ameren Missouri’s MEEIA 2019 plan. The plan includes a portfolio of
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customer energy-efficiency programs through December 2021 and low-income customer energy-efficiency programs through December

2024, along with a regulatory recovery mechanism. Ameren Missouri intends to invest $226 million over the life of the plan, including

$65
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• the impact and effectiveness of vegetation management programs;

• net metering rules and other changes in existing regulatory frameworks and recovery mechanisms to address the allocation of costs

to customers who own generation resources that enable them both to sell power to us and to purchase power from us through the

use of our transmission and distribution assets;

• legislation or programs to encourage or mandate energy efficiency and renewable sources of power and the lack of consensus as to

who should pay for those programs;

• pressure on customer growth and usage in light of economic conditions, distributed generation, technological advances, and

energy-efficiency initiatives;

• changes in the structure of the industry as a result of changes in federal and state laws, including the formation and growth of

independent transmission entities;

• changes in the allowed return on common equity on FERC-regulated electric transmission assets;

• the availability of fuel and fluctuations in fuel prices;

• the availability of a skilled work force, including retaining the specialized skills of those who are nearing retirement;

• regulatory lag;

• the influence of macroeconomic factors on yields of United States Treasury securities and on allowed rates of return on equity

provided by regulators;

• higher levels of infrastructure and technology investments and adjustments to customer rates associated with the TCJA that are

expected to result in negative or decreased free cash flow, which is defined as cash flows from operating activities less cash flows

from investing activities and dividends paid;

• public concerns about the siting of new facilities;

• complex new and proposed environmental laws including statutes, regulations, and requirements, such as air and water quality

standards, mercury emissions standards, CCR management requirements, and potential CO2 limitations, which may reduce the

frequency at which electric generating units are dispatched based upon their CO2 emissions;

• public concerns about the potential environmental impacts from the combustion of fossil fuels and some investors’ concerns about

investing in energy companies that have fossil fuel-fired generation assets;

• aging infrastructure and the need to construct new power generation, transmission, and distribution facilities, which have long time

frames for completion, with limited long-term ability to predict power and commodity prices and regulatory requirements;

• public concerns about nuclear generation, decommissioning, and the disposal of nuclear waste; and

• consolidation of electric and natural gas utility companies.

We are monitoring all these issues. Except as otherwise noted in this report, we are unable to predict what impact, if any, these

issues will have on our results of operations, financial position, or liquidity. For additional information, see Risk Factors under Part I,

Item 1A, Outlook in Management’s Discussion and Analysis of Financial Condition and Results of Operations under Part II, Item 7,

Note 2 – Rate and Regulatory Matters, Note 9 – Callaway Energy Center, and Note 14 – Commitments and Contingencies under

Part II, Item 8, of this report.

16
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not allow full or timely recovery of decommissioning costs associated with the retirement of an energy center. Aging transmission and

distribution facilities are more prone to failure than new facilities, which results in higher maintenance expense and the need to replace

these facilities with new infrastructure. Even if the system is properly maintained, its reliability may ultimately deteriorate and

negatively affect our ability to serve our customers, which could result in increased costs associated with regulatory oversight. The

frequency and duration of customer outages are among the IEIMA performance standards. Any failure to achieve these standards will

result in a reduction in Ameren Illinois’ allowed return on equity on electric distribution assets. The higher maintenance costs

associated with aging infrastructure and capital expenditures for new or replacement infrastructure could cause additional rate volatility

for our customers, resistance by our regulators to allow customer rate increases, and/or regulatory lag in some of our jurisdictions, any

of which could adversely affect our results of operations, financial position, and liquidity.

Energy conservation, energy efficiency, distributed generation, energy storage, technological advances, and other factors

could reduce energy demand from Ameren Missouri’s customers.

Without a regulatory mechanism to ensure recovery, declines in energy usage could result in an under-recovery of Ameren

Missouri’s revenue requirement, which could adversely affect Ameren and Ameren Missouri’s results of operations, financial position,

and liquidity. Such declines could occur due to a number of factors:

• Conservation and energy-efficiency programs. Missouri allows for conservation and energy-efficiency programs that are designed

to reduce energy demand.

• Distributed generation and other energy-efficiency efforts. Ameren Missouri is exposed to declining usage from energy-efficiency

efforts not related to its energy-efficiency programs, as well as from distributed generation sources, such as solar panels and other

technologies. Ameren Missouri generates power at utility-scale energy centers to achieve economies of scale and to produce power

at a competitive cost. Some distributed generation technologies have become more cost-competitive, with decreasing costs

expected in the future. The costs of these distributed generation technologies may decline over time to a level that is competitive

with that of Ameren Missouri’s energy centers. Additionally, technological advances in energy storage may be coupled with

distributed generation to reduce the demand for our electric utility services. Increased adoption of these technologies by customers

could decrease our revenues if customers cease to use our generation, transmission, and distribution services at current levels.

Ameren Missouri might incur stranded costs, which ultimately might not be recovered through rates.

• Macroeconomic factors. Macroeconomic factors resulting in low economic growth or contraction within Ameren Missouri’s

service territories could reduce energy demand.

We are subject to employee work force factors that could adversely affect our operations.

Our businesses depend upon our ability to employ and retain key officers and other skilled professional and technical employees.

A significant portion of our work force is nearing retirement, including many employees with specialized skills, such as maintaining

and servicing our electric and natural gas infrastructure and operating our energy centers. We are also party to collective bargaining

agreements that collectively represent about 51% of Ameren’s total employees. Any work stoppage experienced in connection with

negotiations of collective bargaining agreements could adversely affect our operations.

Our operations are subject to acts of terrorism, cyber attacks, and other intentionally disruptive acts.

Like other electric and natural gas utilities, our energy centers, fuel storage facilities, transmission and distribution facilities, and

information systems may be affected by terrorist activities and other intentionally disruptive acts, including cyber attacks, which could

disrupt our ability to produce or distribute our energy products. Within our industry, there have been attacks on energy infrastructure,

such as substations and related assets, in the past, and there may be more attacks in the future. Any such incident could limit our ability

to generate, purchase, or transmit power or natural gas and could have significant regional economic consequences. Any such

disruption could result in a significant decrease in revenues, a significant increase in costs including those for repair, or adversely affect

economic activity in our service territory which, in turn, could adversely affect our results of operations, financial position, and

liquidity.

There has been an increase in the number and sophistication of cyber attacks across all industries worldwide. A security breach at

our physical assets or in our information systems could affect the reliability of the transmission and distribution system, disrupt electric

generation, including nuclear generation, and/or subject us to financial harm resulting from theft or the inappropriate release of certain

types of information, including sensitive customer, employee, financial, and operating system information. Many of our suppliers,

vendors, contractors, and information technology providers have access to systems that support our operations and maintain customer

and employee data. A breach of these third-party systems could adversely affect our business as if it was a breach of our own system.

If a significant breach occurred, our reputation could be adversely affected, customer confidence could be diminished, and/or we could

be subject to increased costs associated with regulatory oversight, fines or legal claims, any of which could result in a significant
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decrease in revenues or significant costs for remedying the impacts of such a breach. Our generation, transmission, and distribution

systems are part of an interconnected system. Therefore, a disruption caused by a cyber incident at another utility, electric generator,

RTO, or commodity supplier could also adversely affect our businesses. Insurance might not be adequate to cover losses that arise in

connection with these events. In addition, new
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    Judy Chang       Hannes Pfeifenberger         Mike Hagerty 
 

Judy Chang and Johannes Pfeifenberger are Principals, and Michael 
Hagerty is an Associate at The Brattle Group, an economic consulting firm 
with offices in Cambridge, Massachusetts; Washington, DC; San 
Francisco; London; Madrid; and Rome.  They can be contacted at 
www.brattle.com.  

This presentation is based on the report with the same title posted here: 
http://wiresgroup.com/docs/WIRES%20Brattle%20Rpt%20Benefits%20Transmission%20July%202013.pdf  
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 C. Checklist of Transmission Benefits 
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A. Importance of Considering All Benefits 

♦ Not all proposed transmission projects can (or should) be justified 
economically 

♦ Transmission projects can provide a wide range of benefits—economic, 
public, and reliability—to a range of market participants and regions  

♦ Narrow or conservative evaluation of transmission benefits risks 
rejection of valuable projects  

• Transmission benefits in large part are a reduction in system-wide costs 

• Not considering the full economic benefits of transmission investments 
means not considering all costs and the potentially very-high-cost outcomes 
that market participants would face without these investments 

♦ Production cost simulations have become a standard tool to assess 
“economic benefits” of transmission, but only considers short-term 
dispatch-cost savings under very simplified system conditions (e.g., no 
transmission outages) 

• Simplified simulations reflect incomplete production cost savings, thus only 
a smaller portion of the overall economy-wide benefits  
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B. Evolving RTO and non-RTO Experience 

♦ Planners and regulators increasingly recognize importance 
of considering the wide range of transmission benefits 

♦ In recent years, some RTOs—in particular the SPP, MISO 
and CAISO)—gradually expanded transmission planning 
beyond addressing reliability and load serving concerns to 
include economic and public-policy drivers.   

♦ Other RTOs and most non-RTO regions still rely primarily 
on the traditional application of production cost simulations 
estimate economic value of transmission 

♦ Despite the differences among regions in how they consider 
transmission benefits in planning, the same set of potential 
transmission benefits applies in all of them 
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B. Benefits in RTO Regional Planning 

RTO Planning Process Estimated Benefits  Other Benefits Considered  

(without necessarily estimating their value)  

CAISO TEAM 

(as applied to PVD2) 

• Production cost savings and reduced energy 
prices from both a societal and customer 
perspective 

• Mitigation of market power 
• Insurance value for high-impact low-

probability events 
• Capacity benefits due to reduced generation 

investment costs 
• Operational benefits (RMR) 
• Reduced transmission losses 
• Emissions benefits  

• Facilitation of the retirement of aging 
power plants 

• Encouraging fuel diversity 
• Improved reserve sharing 
• Increased voltage support 

SPP ITP Analysis 

• Production cost savings 
• Reduced transmission losses 
• Wind revenue impacts 
• Natural gas market benefits 
• Reliability benefits 
• Economic stimulus benefits of transmission 

and wind generation construction  

 

• Enabling future markets 
• Storm hardening 
• Improving operating 

practices/maintenance schedules 
• Lowering reliability margins 
• Improving dynamic performance and grid 

stability during extreme events 
• Societal economic benefits 

Additional benefits 

recommended by SPP’s 

Metrics Task Force 

• Reduced energy losses,  
• Reduced transmission outage costs 
• Reduced cost of extreme events 
• Value of reduced planning reserve margins 

or loss of load probability  
• Increased wheeling through and out 

revenues  
• Value of meeting public policy goals 

• Mitigation of weather uncertainty 
• Mitigation of renewable generation 

uncertainty 
• Reduced cycling of baseload plants 
• Increased ability to hedge congestion 

costs 
• Increased competition and liquidity 
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B. Benefits in RTO Regional Planning (cont’d) 

 

 
 

 

 
 
 

 

 
 
 

 
 
 
 
 
 

 
 
 

 
 

 

 
 
 
 

 

       

 
 

 
 

 

MISO MVP Analysis 

• Production cost savings  
• Reduced operating reserves 
• Reduced planning reserves 
• Reduced transmission losses 
• Reduced renewable generation investment 

costs 
• Reduced future transmission investment 

costs 

• Enhanced generation policy flexibility 
• Increased system robustness 
• Decreased natural gas price risk 
• Decreased CO2 emissions output 
• Decreased wind generation volatility 
• Increased local investment and job 

creation 

NYISO CARIS 
• Reliability benefits 

• Production cost savings 

• Emissions costs 

• Load and generator payments 

• Installed capacity costs  

• Transmission Congestion Contract value 

PJM RTEP 
• Reliability benefits 

• Production cost savings 
• Public policy benefits 

ERCOT LTS 

• Reliability benefits 

• Production cost savings 

• Avoided transmission project costs 

• Public policy benefits 

ISO-NE RSP 
• Reliability benefits 

• Net reduction in total production costs 
• Public policy benefits 

 

RTO Planning Process Estimated Benefits  Other Benefits Considered  

(without necessarily estimating their value)  
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B. Benefits in Non-RTO Regional Planning 

Non-RTO Planning 

Organization 

Benefits Considered in Regional Planning 

WECC 

• Avoided local transmission project costs 

• Production cost savings 

• Reduced generation capital costs 

ColumbiaGrid • Avoided local transmission project costs 

NTTG 

• Avoided local transmission project costs 

• Reduced energy losses 

• Reduced reserve costs 

WestConnect 

• Avoided local transmission project costs  

• Production cost savings 

• Reserve sharing benefits 

SERTP • Avoided local transmission project costs 

NCTPC • Avoided local transmission project costs 

Florida Sponsors • Avoided local transmission project costs 
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C. “Checklist” of Economic Transmission Benefits 

♦ Compiled a “checklist of economic benefits” from a detailed 
review of industry practices and our own experience 

• Can be used to help identify the potential benefits of transmission 
investments 

• Recommend policy makers and planners use this checklist to document, 
evaluate, and communicate a comprehensive “business case” for 
transmission projects. 

♦ How to estimate the monetary value of benefits in checklist? 
• Some benefits should be measured routinely with existing tools and metrics 

(such as “Adjusted Production Cost” savings) 

• Other potentially-significant, but difficult-to-estimate benefits should be 
analyzed by calculating their likely range and magnitude  

• Omitting consideration of such difficult-to-estimate benefits inherently 
assigns a zero value and thereby results in a systematic understatement of 
total project benefits 
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“Checklist” of Economic Transmission Benefits 
Benefit Category Transmission Benefit (see Appendix for descriptions and detail) 

Traditional Production Cost Savings Production cost savings as currently 

 
1. Additional Production Cost  
Savings 

a. Impact of generation outages and A/S unit designations 

b. Reduced transmission energy losses  

c. Reduced congestion due to transmission outages 

d. Mitigation of extreme events and system contingencies 

e. Mitigation of weather and load uncertainty  

f. Reduced cost due to imperfect foresight of real-time system conditions  

g. Reduced cost of cycling power plants 

h. Reduced amounts and costs of operating reserves and other ancillary services 

i. Mitigation of reliability-must-run (RMR) conditions 

j. More realistic “Day 1” market representation 

2. Reliability and Resource 
Adequacy Benefits 

a. Avoided/deferred reliability projects 

b. Reduced loss of load probability or c. reduced planning reserve margin 

3. Generation Capacity Cost 
Savings 

a. Capacity cost benefits from reduced peak energy losses 

b. Deferred generation capacity investments 

d. Access to lower-cost generation resources 

4. Market Benefits 
a. Increased competition 

b. Increased market liquidity 

5. Environmental Benefits 
a. Reduced emissions of air pollutants 

b. Improved utilization of transmission corridors 

6. Public Policy Benefits Reduced cost of meeting public policy goals 

7. Employment and Economic 
Stimulus Benefits 

Increased employment and economic activity;  
Increased tax revenues 

8. Other Project-Specific Benefits 
Examples: storm hardening, fuel diversity, flexibility, reducing the cost of future 
transmission needs, wheeling revenues, HVDC operational benefits 
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Example: Range of Project Benefits vs. Costs 

 Total electricity market benefits of SCE’s DPV2 project in CAISO 
exceeded project costs by more than 50% 
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Source: Economic Evaluation of the Palo Verde-Devers Line No. 2 

(PVD2), CAISO, February 24, 2005.

Levelized Cost: 71
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 ATC’s Paddock-Rockdale study:  Significant net benefits (production 
cost savings alone exceeded costs in some scenarios) 

Example: Range of Project Benefits vs. Costs 
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Source: American Transmission Company, Planning 

Analysis of the Paddock-Rockdale Project, April 2007.

NPV Cost: 137

Note: adjustment for FTR and congestion  
benefits was negative in 3 out of 7 scenarios  
(e.g. a negative $117m offset to $379m in 
production cost savings) 
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D. Proposed Framework for Incorporating Benefits 

1. System planners and stakeholders to identify potentially 
valuable transmission projects and develop a 
comprehensive list of likely benefits 

2. Perform unbiased evaluation of proposed projects to 
estimate the value of as many of the identified benefits as 
practical without regard to how the benefits would be 
distributed  

3. Determine whether the projects would be beneficial 
overall by comparing estimated economy-wide (often 
referred to as “societal”) benefits with estimates of total 
project costs 

4. Address cost allocation last—and for portfolio of beneficial 
projects—to reduce incentives to minimize benefits and 
avoid premature rejection of valuable projects 
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E. Comparing Uncertain Benefits and Costs 

♦ Long life of assets requires comparison of long-term 
benefits and costs: 

• Either on a present value or levelized annual basis  

• Over a time period, such as 40 or 50 years, that approaches the 
useful life of the physical assets   

♦ How benefits and costs accrue over time and across future 
scenarios will help optimize the timing of investments 

♦ Near- and long-term uncertainties need to be addressed to 
develop robust plans and least-regret projects: 

• Long-term uncertainties (industry structure, new technologies, 
fundamental policy changes, and shifts in fuel market fundamentals) 
can be addressed through scenario-based analyses 

• Near-term uncertainties within long-term scenarios (uncertainties in 
loads, fuel prices, transmission and generation outages) should be 
evaluated through sensitivity or “probabilistic” analyses 
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F. Interregional Planning 

♦ Interregional planning and cost allocation is especially 
challenging  

♦ Neighboring regions tend to evaluate interregional projects 
based only on the subset of benefits that are common to the 
planning processes of both regions 

• Results in the consideration of a narrower set of benefits in interregional 
projects than are considered for region-internal projects 

• Results in “de-militarized zones” between regions 

♦ To avoid this “least common denominator” outcome, we 
recommend that each region, at a minimum, evaluate 
interregional projects based on all benefits that they 
consider for their regional projects 

♦ Without recognizing all potential benefits, interregional 
planning will not find many projects that would benefit two 
or more regions  
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 Additional Reading 

Chang, Pfeifenberger, Hagerty, "The Benefits of Electric Transmission: Identifying and Analyzing the Value of Investments,“ 
prepared for WIRES, July 2013. 

Pfeifenberger "Independent Transmission Companies: Business Models, Opportunities, and Challenges," American Antitrust 
Institute's 13th Annual Energy Roundtable, April 23, 2013. 

Pfeifenberger, Chang, Hou "Bridging the Seams: Interregional planning under FERC Order 1000," Public Utilities Fortnightly, 
November 2012. 

Pfeifenberger "Transmission Investment Trends and Planning Challenges," EEI Transmission and Wholesale Markets School, 
August 8, 2012 

Pfeifenberger and Hou, "Seams Cost Allocation: A Flexible Framework to Support Interregional Transmission Planning,“ April 
2012. 

Pfeifenberger and Hou, Transmission’s True Value: Adding up the Benefits of Infrastructure Investments, Public Utilities 
Fortnightly, February 2012. 

Pfeifenberger and Hou, Employment and Economic Benefits of Transmission Infrastructure Investment in the U.S. and 
Canada, on behalf of WIRES, May 2011. 

Pfeifenberger, Easier Said Than Done: The Continuing Saga of Transmission Cost Allocation, Harvard Electricity Policy Group 
meeting, Los Angeles, February 24, 2011. 

Pfeifenberger and Newell, Direct testimony on behalf of The AWC Companies re: the Public Policy, Reliability, Congestion 
Relief, and Economic Benefits of the Atlantic Wind Connection Project, filed December 20, 2010 in FERC Docket No. EL11-
13. 

Pfeifenberger, Chang, Hou, Madjarov, “Job and Economic Benefits of Transmission and Wind Generation Investments in the 
SPP Region,” The Brattle Group, Inc., March 2010. 

“Comments of Peter Fox-Penner, Johannes Pfeifenberger, and Delphine Hou,”  in response to FERC’s Notice of Request for 
Comments on Transmission Planning and Cost Allocation (Docket AD09-8). 

Pfeifenberger, "Assessing the Benefits of Transmission Investments," presented at the Working Group for Investment in 
Reliable and Economic Electric Systems (WIRES) meeting, Washington, DC, February 14, 2008. 

Pfeifenberger, Direct Testimony on behalf of American Transmission Company re: Transmission Cost-Benefit Analysis Before 
the Public Service Commission of Wisconsin, Docket 137-CE-149, January 17, 2008. 

Pfeifenberger, Testimony on behalf of Southern California Edison Company re: economic impacts of the proposed Devers-Palo 
Verde No. 2 transmission line, before the Arizona Power Plant and Transmission Line Siting Committee, Docket No. L-
00000A-06-0295-00130, Case No. 130, September and October, 2006.  
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 About The Brattle Group 

North America 

Cambridge, MA 

+1.617.864.7900 
San Francisco, CA 

+1.415.217.1000 
Washington, DC 

+1.202.955.5050 

Europe 

Madrid, Spain 

+34.91.418.69.70 
London, England 

+44.20.7406.7900 
Rome, Italy 

+39.06.48.888.10 

www.brattle.com 
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 About The Brattle Group 

 Climate Change Policy and Planning 

 Cost of Capital & Regulatory Finance 

 Demand Forecasting & Weather Normalization  

 Demand Response & Energy Efficiency  

 Electricity Market Modeling 

 Energy Asset Valuation & Risk Management 

 Energy Contract Litigation 

 Environmental Compliance 

 Fuel & Power Procurement 

 Incentive Regulation 

   

 Market Design & Competitive Analysis 

 Mergers & Acquisitions 

 Rate Design, Cost Allocation, & Rate Structure 

 Regulatory Compliance & Enforcement  

 Regulatory Strategy & Litigation Support 

 Renewables 

 Resource Planning 

 Retail Access & Restructuring 

 Strategic Planning 

 Transmission  

 

 The Brattle Group provides consulting and expert testimony in economics, 
finance, and regulation to corporations, law firms, and governmental agencies 
around the world. 

 We combine in-depth industry experience, rigorous analyses, and principled 
techniques to help clients answer complex economic and financial questions in 
litigation and regulation, develop strategies for changing markets, and make 
critical business decisions.   

 Our services to the electric power industry include: 
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 Appendix 

 Details on Benefit Metrics in “Checklist” 
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1. Additional Production Cost Savings 

Transmission 

Benefit 

Benefit 

Description 
Approach to Estimating Benefit Examples 

1a. Reduced impact 

of generation outages 

and A/S designations 

Consideration of generation 
outages (and A/S unit 
designations) will increase impact 

Consider both planning and (at least one draw of) 
forced outages in market simulations.  Set aside 
resources to provide A/S in non-optimized markets. 

Outages 
considered in 
most RTO’s 

1b. Reduced 

transmission energy 

losses  

Reduced energy losses incurred 
in transmittal of power from 
generation to loads reduces 
production costs 

Either (1) simulate losses in  production cost 
models; (2) estimate changes in losses with power 
flow models for range of hours; or (3) estimate how 
cost of supplying losses will likely change with 
marginal loss charges  

CAISO (PVD2) 
ATC Paddock-
Rockdale 
SPP (RCAR) 

1c. Reduced 

congestion due to 

transmission outages 

Reduced production costs during 
transmission outages that 
significantly increase transmission 
congestion 

Introduce data set of normalized outage schedule 
(not including extreme events)  into simulations or 
reduce limits of constraints that make constraints 
bind more frequently 

SPP (RCAR) 
RITELine 

 

1d. Mitigation of 

extreme events and 

system contingencies 

Reduced production costs during 
extreme events, such as unusual 
weather conditions, fuel 
shortages, or multiple outages.   

Calculate the probability-weighed production cost 
benefits through production cost simulation for a set 
of extreme historical market conditions 

CAISO (PVD2) 
ATC Paddock-
Rockdale 

1e. Mitigation of 

weather and load 

uncertainty  

Reduced production costs during 
higher than normal load 
conditions or significant shifts in 
regional weather patterns 

Use SPP suggested modeling of 90/10 and 10/90 
load conditions as well as scenarios reflecting 
common regional weather patterns 

SPP (RCAR) 

1f. Reduced costs 

due to imperfect 

foresight of real-time 

conditions  

Reduced production costs during 
deviations from forecasted load 
conditions, intermittent resource 
generation, or plant outages 

Simulate one set of anticipated load and generation 
conditions for commitment (e.g., day ahead) and 
another set of load and generation conditions during 
real-time based on historical data 

1g. Reduced cost of 

cycling power plants 

Reduced production costs due to 
reduction in costly cycling of 
power plants 

Further develop and test production cost simulation 
to fully quantify this potential benefit ; include long-
term impact on maintenance costs 

WECC study 
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1. Additional Production Cost Savings (cont’d) 

Transmission 

Benefit 

Benefit 

Description 
Approach to Estimating Benefit Examples 

1h. Reduced amounts 

and costs of ancillary 

services 

Reduced production costs for 
required level of operating 
reserves 

Analyze quantity and type of ancillary services 
needed with and without the contemplated 
transmission investments 

NTTG  
WestConnect 
MISO MVP 

1i. Mitigation RMR 

conditions 

Reduced dispatch of high-cost 
RMR generators 

Changes in RMR determined with external model 
used as input to production cost simulations 

ITC-Entergy 
CAISO (PVD2) 

1j. More realistic  

“Day 1” market 

representation 

Transmission expansion provide 
additional benefits in markets 
where congestion is managed less 
efficiently 

Apply “hurdle rates” between transmission systems 
and balancing areas (standard approach) plus derate 
transfer capability for underutilized system during 
TLR events (e.g., by 5-16%) 

DOE and MISO 
Day-2 market 
benefit studies 
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2+3. Resource Adequacy and Generation Capacity 

Cost Savings 
Transmission 

Benefit 

Benefit 

Description 
Approach to Estimating Benefit Examples 

2a. Avoided or 

deferred reliability 

projects 

Reduced costs on avoided or 
delayed transmission lines 
otherwise required to meet future 
reliability standards 

Calculate present value of difference in revenue 
requirements of future reliability projects with 
and without transmission line, including 
trajectory of when lines are likely to be installed 

All RTOs and non-RTOs 
ITC-Entergy analysis 
MISO MVP, ERCOT 

2b. Reduced loss of 

load probability 

 

Or: 

Reduced frequency of loss of load 
events (if planning reserve margin 
is not changed despite lower 
LOLEs) 

Calculate value of reliability benefit by 
multiplying the estimated reduction in Expected 
Unserved Energy (MWh) by the customer-
weighted average Value of Lost Load ($/MWh) 

SPP (RCAR) 

2c. Reduced 

planning reserve 

margin 

Reduced investment in capacity to 
meet resource adequacy 
requirements (if  planning reserve 
margin is reduced) 

Calculate present value of difference in 
estimated net cost of new entry (Net CONE) 
with and without transmission line due to 
reduced resource adequacy requirements 

MISO MVP 
SPP (RCAR) 

3a. Capacity cost 

benefits from 

reduced peak 

energy losses 

Reduced energy losses during 
peak load reduces generation 
capacity investment needs 

Calculate present value of difference in 
estimated net cost of new entry (Net CONE) 
with and without transmission line due to 
capacity savings from reduced energy losses 

ATC Paddock-Rockdale 
MISO MVP 
SPP 
ITC-Entergy 

3b. Deferred 

generation capacity 

investments 

Reduced costs of generation 
capacity investments through 
expanded import capability into 
resource-constrained areas 

Calculate present value of capacity cost savings 
due to deferred generation investments based 
on Net CONE or capacity market price data 

ITC-Entergy 

3c. Access to 

lower-cost 

generation 

Reduced total cost of generation 
due to ability to locate units in a 
more economically efficient location 

Calculate reduction in total costs from changes 
in the location of generation attributed to access 
provided by new transmission line 

CAISO (PVD2) 
MISO 
ATC Paddock-Rockdale 
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4+5+6+7. Market, Environmental, Public Policy, and 

Economic Stimulus Benefits 
Transmissio

n Benefit 

Benefit 

Description 

 Approach to Estimating 

Benefit 
Examples 

4. Market 

Benefits 

4a. Increased 
competition 

Reduced bid prices in 
wholesale market due to 
increased competition 
amongst generators 

Calculate reduction in bids due to 
increased competition by modeling 
supplier bid behavior based on market 
structure and prevalence of “pivotal 
suppliers” 

ATC Paddock-
Rockdale 
CAISO (PVD2, Path 
26 Upgrade) 

4b. Increased 
market liquidity 

Reduced transaction costs 
and price uncertainty 

Estimate differences in bid-ask spreads 
for more and less liquid markets; 
estimate impact on transmission 
upgrades on market liquidity 

SCE (PVD2) 

5. Environmental 

Benefits 

5a. Reduced 
emissions of air 
pollutants 

Reduced output from 
generation resources with high 
emissions 

Additional calculations to determine net 
benefit emission reductions not already 
reflected in production cost savings 

NYISO 
CAISO 

5b. Improved 
utilization of 
transmission 
corridors 

Preserve option to build 
transmission upgrade on an 
existing corridor or reduce the 
cost of foreclosing that option 

Compare cost and benefits of upsizing 
transmission project (e.g., single circuit 
line on double-circuit towers; 765kV 
line operated at 345kV) 

6. Public Policy 

Benefits 

Reduced cost of 
meeting public 
policy goals 

Reduced cost of meeting 
policy goals, such as RPS 

Calculate avoided cost of most cost 
effective solution to provide compliance 
to policy goal 

ERCOT CREZ 
ISO-NE, CAISO 
MISO MVP 
SPP (RCAR) 

7. Employment 

and Economic 

Stimulus 

Benefits 

Increased 
employment, 
economic 
activity, and tax 
revenues 

Increased full-time equivalent 
(FTE) years of employment 
and economic activity related 
to new transmission line 

A separate analysis required for 
quantification of employment and 
economic activity benefits that are not 
additive to other benefits. 

SPP 
MISO MVP 
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8. Other Project-Specific Benefits 

Transmission Benefit 
Benefit 

Description 
 Approach to Estimating Benefit Examples 

8a.Storm hardening Increased storm resilience of 
existing grid transmission system 

Estimate VOLL of reduced storm-related 
outages.  Or estimate acceptable avoided costs 
of upgrades to existing system 

ITC-Entergy 

8b. Increased load serving 

capability 

Increase future load-serving 
capability ahead of specific load 
interconnection requests 

 Avoided cost of incremental future upgrades; 
economic development benefit of infrastructure 
that can  

ITC-Entergy  

8c.Synergies with future 

transmission projects 

Provide option for a lower-cost 
upgrade of other transmission 
lines than would otherwise be 
possible, as well as additional 
options for future transmission 
expansions 

Value can be identified through studies 
evaluating a range of futures that would allow for 
evaluation of “no regrets” projects that are 
valuable on a stand-alone basis and can be used 
as an element of a larger potential regional 
transmission build out 

CAISO 
(Tehachapi) 
MISO MVP 

8d. Increased fuel 

diversity and resource 

planning flexibility 

Interconnecting areas with 
different resource mixes or allow 
for resource planning flexibility  

  

8e. Increased wheeling 

revenues 

Increased wheeling revenues 
result from transmission lines 
increasing export capabilities. 

Estimate based on transmission service requests 
or interchanges between areas as estimated in 
market simulations 

SPP (RCAR) 
ITC-Entergy 

8f. Increased transmission 

rights and customer 

congestion-hedging value 

Additional physical transmission 
rights that allow for increased 
hedging of congestion charges. 

  ATC Paddock-
Rockdale 

8g. Operational benefits of 

HVDC transmission  

Enhanced reliability and reduced 
system operations costs 

   PJM PATH, 
AWC analyses 
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What is Not Addressed in our Report? 

♦ Permitting and siting of new transmission facilities 

♦ Processes and options for cost allocation 

♦ Differences between regulated and merchant transmission 

♦ Differences between the transmission planning and utility IRP 
processes  

♦ Detailed discussion of iterative transmission planning process itself, 
including evaluation of transmission and non-transmission alternatives 

♦ Development of decision-analysis tools or frameworks that may be able 
to streamline the planning process  

♦ Institutional and organizational barriers to creating a credible, unbiased, 
and comprehensive planning process 

♦ Implications of setting different allowed rates of return on transmission 
investments and regulatory incentives for such investments 

♦ Broader political economy associated with building transmission, cost 
allocation, permitting, and regulation 

Exhibit No. AMF-4 
Page 282 of 383



AVANGRID

EEI

December
/ 2019

AVANGRID

Marketing 

December
/ 2019

Exhibit No. AMF-4 
Page 283 of 383



Marketing/ December/ 2019/ www.avangrid.com 7

As of 9/30/2019:
• ~7.3 GW wind & solar installed capacity(2)

• ~562 MW in Construction 
• >100% of MW in Long-term Outlook under contract
• ~16.5 GW pipeline(3)

(1) AVANGRID’s Long-Term Outlook ’18–’22 as of February 26, 2019
(2) Installed capacity includes operating capacity plus capacity installed but project not COD 
(3) Includes onshore wind, solar and offshore wind (50% ownership of two Vineyard Wind leases & 100% ownership of Kitty Hawk lease)
(4) See Appendix for reconciliation of non-GAAP adjusted EPS to EPS

Business Highlights

EPS ~12-14% & Adjusted EPS(4) CAGR ~8-10%(1)

~$10B in rate base YE ’18 with 9% CAGR through ’22(1)

Forward 2020+ Mid-Period Assessment Cost Efficiencies:
• $70-$85M (pre-tax) savings in ’19 & $100M (pre-tax) run rate savings
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Financial Highlights
Attractive long term growth outlook
• EPS CAGR 8-10% (’18-’22)(1)(2)

Strong balance sheet
• Very low leverage, providing financial flexibility for capital investment projects

Commitment to increase the dividend
• 65%-75% pay out range; future increases expected to be in line with EPS growth(3)

Ample Liquidity
• Inter-company lending, external credit facilities, Commercial Paper program, and parent 

company lending arrangements

Ability to access ‘Green’ lending options
• Green bond issued at parent company & execution of green line of credit for operating 

companies and parent

$

(1) As of February 26. 2019
(2) See Appendix for calculation of Adjusted EPS and reconciliation to EPS
(3) Subject to authorization by the AVANGRID Board of Directors
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Credit Ratings & Dividend Policy
Our credit ratings positioning us well for investments in our clean energy & resiliency 
projects
Credit Ratings

S&P Moody’s Fitch

Target 65-75% Increases in line with EPS growth & Payout

Dividend Policy

$0.44/share (quarterly)
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Results Presentation / Fourth Quarter / 2019www.avangrid.com

Financing & Dividends

BBB+ Baa1 BBB+

Fitch S&P

on 4/1/2020

Payout Target 65-75%

$1.35B in Green Bonds Outstanding

$2.5B Sustainability-Linked credit facility

And a consistent dividend policy

All utilities have A- secured or 
unsecured ratings from at least 2 
of the 3 agencies
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General rate cases in 2019:
Settlement in Oregon, new rates effective January 15, 2020
Settlement in Idaho, new rates effective December 1, 2019
Partial settlement in Washington for new rates effective April 1, 2020, expect 
resolution by the end of Q1 2020

Plan to file general rate cases in 2020 in Washington, Idaho and Oregon
Annual earnings growth*

Approximately 9% to 10% annually from 2020 to 2022
Projecting long-term earnings growth of 4% to 6% following 2022 

2020 structural costs and regulatory timing lag
Structural costs estimated to reduce ROE by approximately 90 basis points
Timing lag estimated to reduce ROE by approximately 80 basis points

Continued dividend growth
Increased dividend 4.5% from 2019 to 2020
Targeting dividend payout of 65%-75% by 2022

* Assumes adequate and timely rate relief. Calculated off of midpoint of our original 2019 consolidated earnings guidance 
excluding the termination fee received from Hydro One and the payment of final transaction costs. 

5
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5% to 6% rate base growth

7

$116 $123 $148 $152

$91 $90
$74 $58

$60 $51 $50 $50

$64 $80 $75 $88

$53 $43 $42 $42
$21 $18 $16 $15

$405 $405 $405 $405

2020 2021 2022 2023

Failed Plant &
Operations

Customer
Requested

Performance &
Capacity

Customer Service, Quality
& Reliability

Mandatory &
Compliance

Asset
Condition

Excludes projected capital expenditures at AEL&P of $9 million in 2020 and 2021, $15 million in 2022 and $7 million in 
2023.
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Strong Financial Position

S&P Fitch

BBB+ Baa2 BBB+
Stable outlook Stable outlook Stable outlook

Affirmed 
Feb. 28, 2019

Affirmed 
Dec. 20, 2019

Affirmed 
Aug. 29, 2019

Capital Structure

Committed to Strong Investment-Grade Credit Ratings

(billions)

Strong Liquidity and Debt Profile

Manageable Debt Maturities

Ample Access to Liquidity
(millions)

* Excludes noncontrolling interest; see Appendix for detailed capital structure 

| BKH | 2019 Fourth Quarter and Full Year Earnings
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$215$2.97

$3.27
$3.13

$3.36
$3.54 $3.53

$0

$50

$100

$150

$200

$250

2014 2015 2016 2017 2018 2019
$0.00

$0.50

$1.00

$1.50

$2.00

$2.50

$3.00

$3.50

$4.00
16.4%

13.1% 12.8%

16.0%

14.0%

BKH S&P
500

Utilities

SNL
Gas

Utilities

SNL
Electric

Co.

S&P
500

$1.5 $1.5 $1.6 $1.7 $1.7 $1.7
$0.5 $0.5

$1.6
$1.7

$1.9

$2.2

$2.0 $2.0

$3.2
$3.4

$3.6

$3.9

2014 2015 2016 2017 2018 2019

Estimated Rate Base 1
(in billions as of year-end)

Electric Utilities Gas Utilities

$1.56
$1.62

$1.68

$1.81

$1.93

$2.05

2014 2015 2016 2017 2018 2019

25

Strategic Execution Delivers Results
Annual Dividend 

Per Share

Invest for Customer Earnings Growth Dividend Growth

*

5.6% CAGR 2014-2019

1 Increase in 2016 rate base primarily driven by February 2016 acquisition of SourceGas
2 Earnings and EPS from continuing operations available for common stock, as adjusted are non-GAAP measures reconciled to GAAP in Appendix
3 10-year annualized total shareholder return as of Jan. 31, 2020, based on data from S&P Global Market Intelligence

Total Shareholder Return 3

(10-year annualized return
as of Jan. 31, 2020)

Strong Long-term TSR

BKH
1

| BKH | 2019 Fourth Quarter and Full Year Earnings

Nearly doubled since 2014
7.2% CAGR 2016-2019

Earnings, as Adjusted 2

3.5% EPS CAGR 2014-2019
10.1% Earnings CAGR 2014-2019

EPS, as Adjusted 2

EPS, As Adjusted and 
Earnings, As Adjusted 2
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Customers at the Center
Investor Meetings

Mar. 30 Apr. 1, 2020
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5Investor Meetings  |  Mar. 30 - Apr. 1, 2020  

Affirm expected 6% to 8% EPS CAGR 
from 2018-20231,2,3

Expect 6% to 8% EPS CAGR from 
2020-20241,4

Expect ~8.7% rate base CAGR from 
2019-20241

Constructive frameworks for 
investment in all jurisdictions

Strong long-term infrastructure 
investment pipeline

$36+  billion in investment opportunities 
2020-20291

Annualized equivalent dividend rate 
of $1.98 per share provides 
attractive yield of ~2.7%5

Dividend was increased in Oct. 2019 
for the sixth consecutive year  

Expect payout ratio to range 
between 55% and 70% of annual 
earnings

2020 EPS guidance range midpoint of 
$3.501 implies ~ 57% payout using 
annualiz ed dividend rate of $1.98 per 
share

Track record of delivering strong 
results

Core3 EPS increased ~ 60% or ~ 8% 
CAGR from 2013-2019

Attractive combined earnings 
growth outlook and yield compared 
to regulated utility peers 

We believe execution of our strategy 
will continue to deliver superior 
long-term value for customers, 
shareholders and environment

Our Value Proposition for Customers, Shareholders and Environment

Attractive total 
return potential

Strong long-term 
growth outlook

Attractive 
dividend 

1 Issued and effective as of Feb. 26, 2020 Earnings Conference Call. 2 U sing $3.05 as the base, which is 2018 weather-normaliz ed core diluted EPS. 3 See pages 31 and 32 for GAAP to core and 
weather-normaliz ed reconciliations. 4 U sing 2020 EPS guidance range midpoint of $3.50 as the base. 5 Based on Mar. 26, 2020 closing share price. 
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 $1.25

 $1.50

 $1.75

 $2.00
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Strong Track Record of EPS and Dividend Growth
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8 $2
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7 $2
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$2
.5

8 $2
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8 $3
.0

5 $3
.3

2 $3
.5

0 

 $1.50

 $1.90

 $2.30

 $2.70

 $3.10

 $3.50

2013 2014 2015 2016 2017 2018 2019 2020E

+60% or 
~8% CAGR 

2013 to 2019

+20% 
2013 to 2019

Weather-Normalized 
Dividend Payout Ratio

Dividends Paid per Share3Weather-Normalized Core 
Earnings per Diluted Share1

1 See pages 31 and 32 for GAAP to core and weather-normaliz ed reconciliations. 2 Represents midpoint of 2020 EPS guidance range of $3.40 to $3.60 issued and effective as of Feb. 26, 2020 Earnings Conference Call. 
3 U nrounded dividends 2015-2018 are $1.655, $1.715, $1.7775 and $1.8475. 4 Annualiz ed dividend equivalent rate. Future dividend decisions will be driven by earnings growth, in addition to cash flows and other business 

conditions, and are at the discretion of Ameren' s Board of Directors.

50%

55%

60%

65%

70%

75%

80%

2013 2014 2015 2016 2017 2018 2019 2020

   Payout ratio

Target dividend 
payout ratio of 
55%-70%

42

2,4
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27Investor Meetings  |  Mar. 30 - Apr. 1, 2020  

Financial Strategy

Strong Liquidity Profile
$2.3 billion of combined credit under facilities maturing in Dec. 2024

$1.1 billion Illinois credit facility ( $800 million sublimit for Ameren Illinois;  $500 million for Ameren Corp.)
$1.2 billion Missouri credit facility ( $850 million sublimit for Ameren Missouri;  $900 million for Ameren Corp.)   
In December 2019, the facilities were amended and extended by two years to December 2024, with two one-year 
options to extend the maturity date to December 2026 upon mutual consent of the borrowers and lenders. The 
capacity was increased from $2.1 billion to $2.3 billion.

Three commercial paper programs supported by credit facilities - $1.2 billion at Ameren Corp., 
$800 million at Ameren Missouri and $800 million at Ameren Illinois

Available liquidity as of December 31, 2019, was approximately $1.9 billion1

Commitment to maintaining strong credit ratings and credit metrics and a healthy 
capital structure while growing rate base

Disciplined dividend policy
Expect payout ratio to range from 55% to 70% of annual earnings

1 Liquidity amount does not include additional $540 to $550 million available under the forward equity contract.
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March 2020 U pdate &
2019 Earnings Release Presentation
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Dividend and Earnings Announcements

13

On January 16, 2020, the company issued a press release reporting that the company had declared a quarterly 
dividend of 76.5 cents a share on its common stock  -- an annualiz ed increase of 10 cents over the previous 
annualiz ed dividend of $2.96 a share and its 46th consecutive annual increase.

On February 20, 2020, the company issued a press release forecasting its adjusted earnings per share for the 
year 2020 to be in the range of $4.30 to $4.50 a share ( a) . The company is also forecasting a five-year 
compounded annual adjusted earnings per share ( EPS)  growth rate of 3% to 5% based off 2020 adjusted 
earnings per share guidance. 

Reported EPS ( GAAP) Adjusted EPS ( N on-GAAP)

2019 2018 2019 2018 

4Q 2019 vs. 4Q 2018 

a. Adjusted earnings per share exclude the effects of hypothetical liquidation at book  value ( HLBV)  accounting for tax equity investments in certain of the 
Clean Energy Businesses'  renewable electric production projects ( approximately $( 0.19)  a share) . Adjusted earnings per share also exclude the Clean 
Energy Businesses'  net mark -to-mark et effects, the amount of which will not be determinable until year end.  

Reported EPS ( GAAP) Adjusted EPS ( N on-GAAP)

2019 2018 2019 2018 

2019 vs. 2018 

Exhibit No. AMF-4 
Page 319 of 383



Average Rate Base Balances
( $ in millions)

38

$25,014 

$28,515 

O& R

CECONY

2015 2016 2017 2018 2019 2020E 2021E 2022E

CECONY
Electric $ 17,599 $ 17,971 $ 18,513 $ 20,057 $ 21,149 $ 21,660 $ 22,783 $ 23,926
Gas 4,023 4,267 4,723 5,581 6,408 7,171 7,911 8,622
Steam 1,543 1,472 1,402 1,419 1,451 1,438 1,437 1,439

O& R
Electric 769 731 759 806 842 906 948 964
Gas 386 362 392 426 455 476 498 524

RECO Electric 202 211 225 226 254 279 295 308

$31,930 

$26,014 
$24,522 

ForecastActual

$33,872 

a. Amounts reflect the CECON Y electric and gas rate plan approved on January 16, 2020.

$30,559 

$35,783 

( a)( a) ( a)
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OU R INVESTOR VALU E PROPOSITION

15

Largely pure-play regulated gas LDC and T& D utility across 8 states

8-10%
Total  Sh areh ol der Retu rn

5-7%
U til ity  E PS ( 1) ( 2)

Grow th

Regulatory Strategy

Predictable 
Earnings Growth

Capital investment

Investment Grade 
Credit Quality

~7.5% 
Rate B ase 

C AGR( 3)

> 4%
Dividend      

Y iel d

Low 70s
Targeted 

Pay ou t Ratio

Supported by strong cash flow from Enable to fund regulated growth
N ote:  Refer to slide 2 for information on forward-look ing statements
( 1) U tility earnings per share on a guidance basis
( 2) Compound annual growth rate over the period 2020 through 2024
( 3) Based off 2019E through 2024E Electric T&D, Electric Generation and N atural Gas Distribution rate base as calculated by the individual jurisdictions
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ONGOING COMMITMENT TO THE 
COMMON STOCK DIVIDEND

26

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E

Going forward:  
+1-3% per year

Payout ratio over time:

72% 10 years of DPS increases 64% 83%(1)

2009A 2019A 2020E Post 
CIS/CES

Mid-70s

Long-term 
target

$1.15

Common Stock Dividend per share
N ote:  Refer to slide 2 for information on forward-look ing statements and slide 3 for information on non-GAAP measures
( 1) Assumes the midpoint of 2020 utility guidance basis EPS range and Midstream Investments earnings range, which utiliz es the Enabl

4th quarter earnings call on February 19, 2020 and assumes an allocation of CenterPoint Energy corporate overhead based upon its relative earnings contributions
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Fourth Quarter and Full-Year 2019 Financial 
Results
February 27, 2020
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$28.5

$30.8

$33.4

$35.9

$38.2

$41.0

2018 2019 2020 2021 2022 2023

SCE Rate Base Forecast
($ billions) 

1. Morongo Transmission holds an option to invest up to $400 million in the West of Devers Transmission Project, or half of the estimated cost of the transmission facilities only, 
at the in-service date, estimated to be 2021. In the table above, the rate base has been reduced to reflect this option. Capital forecast includes 100% of the project spend

2. Rate base forecast range case reflects capital expenditure forecast range case
Note: Weighted-average year basis. FERC based on latest forecast and represents approximately 20% of total rate base throughout the forecast period. CPUC excludes the ~$1.6 
billion of SCE’s fire risk mitigation capital expenditures in accordance with Assembly Bill 1054. CPUC also excludes the “rate-base offset” adjustment related to the 2015 GRC write-off 
of the regulatory asset for 2012-2014 incremental tax repairs and rate base associated with projects or programs that have not yet been approved, except for GS&RP spend incurred 
before August 1, 2019.

Range Case

CAGR

Range Case 2 $28.5 $30.8 $33.3 $35.1 $37.0 $39.2 6.6%

February 27, 2020

1

5
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2020 Equity Plan

2019 ATM Carryover: $200

2020 New Equity: $600

• $800 million of 2020 equity issuance to complete 
2019 financing plan and support SCE growth capital 
needs 

• $400 million of HoldCo debt in 2020 to fund 
remaining EIX and SCE 2020 needs1

• Continuation of internal equity programs for 2020

• Targeting long-term FFO/debt ratio of 15-17%

Supports investment grade credit rating

Imputed 2017/2018 wildfire claims payments and 
memorandum account balances related to wildfire 
mitigation and wildfire insurance expenditures 
impact metrics in the near term

Potential credit ratings upgrade as rating agencies’ 
view of wildfire risk and California outlook 
improves

8

Growth Financing Framework

EIX Financing Framework – 2020 and Beyond
($ millions)  

February 27, 2020

$800

A measured approach to support balance sheet and maintain investment grade credit rating

1. In addition to SCE’s debt financing
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Delivering on commitments

IN TRODU CIN G 2020 ADJ U STE D E PS

2019 E PS above guidance range midp oint

Strong year-over-year results rep resent 7 %  growth

Well p ositioned to continue to deliver 4-6 %  E PS growth

93rd consecutive year p aying a dividend

Delivered outstanding imp rovement in customer service,  

increasing reliability measures by 15%  and customer 

satisfaction measures by 25%

2019 RE PORTE D AN D ADJ U STE D E PS
IN TOP HALF OF GUIDANCE RANGE
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Focused on investor value creation

HIGHLY 
ACHIE VABLE

( 4)

WITH DIVIDE N D 

( 2)

ATTRACTIVE  
RISK-ADJ U STE D

( 3)
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2019 Year-End

Investor Call

February 20, 2020
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10

Earnings Growth Could Accelerate in 2024 

Should Revolution Wind Provide Meaningful 

Net Income That Year

$2.28 $2.53 $2.65 $2.81 $2.96
$3.11

$3.25

$3.45

2012A* 2013A* 2014A* 2015A* 2016A 2017A 2018A 2019A* 2020E 2021E 2022E 2023E 2024E

*Excludes merger and integration costs in 2012-2015 and NPT charge in 2019

Expected higher than 

5%-7% in 2024 due 

to offshore wind

$3.60 
-

$3.70
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Dividend Growth Continues to Outperform Peers

11

Annualized Dividend

5% - 7%$1.78

$2.02

$0.00

$0.50

$1.00

$1.50

$2.00

$2.50

2016 2017 2018 2019 2020
Payout 

Ratios:
60% 61% 62% 62%*

+$0.11

+$0.12

+$0.12

+$0.12

$2.27

$1.90

$2.14

*Excludes charges related to NPT in 2019

+$0.13
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47%

11%

19

2018 Year-End Rate Base Projected 2024 Year-End 

Rate Base

Transmission Electric Distribution & MA Solar Natural Gas Distribution Water

$18.1 billion*

$27.0 billion*

Rate Base by Core Business – Current and Future

37%

14%

45%
5%

5%

36%

Note:  Excludes offshore 

wind investments

*Rate base estimates do not include CWIP, which totaled $1.72 billion as of 12/31/18
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A Value Proposition That Delivers Results          

for Investors

Keys to Our Success: Results Delivered:

2. Control O&M spending Seven-year average O&M reduction 2+%/yr. 
through 2019 (~ $220M)

1. Exceed industry EPS and dividend 
growth

Seven-year average recurring EPS and dividend 
growth of 6.1% and 7.2%, respectively, through 
2019. Growth driven by robust regulated Cap Ex 
program and effective cost control

4. Deliver top-tier service quality and 
reliability 

Reliability metrics now top decile

5. Manage a robust investment program 
focused on safety, reliability, customer 
service

Capital expenditures of $14.2 billion for 2020 -2024 
for core businesses ensure a safe and reliable 
delivery system for our 4 million customers  

3. Maintain strong financial condition

24

Top tier credit rating

6. Pursue clean energy solutions for 
the region

Progress on solar, storage, EV infrastructure, 
energy efficiency, offshore wind initiatives

7. Address environmental, social and 
governance strengths

Achieving top industry ratings from key 
sustainability raters
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Expect to align dividend growth rate with EPS growth rate in 4Q211
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25% 15%

16.8% excluding 

certain items2
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Public 

Fourth Quarter 2019 

Earnings Call

March 2, 2020
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Public PuPublbl

Enhanced Capital Plan Drives Higher Rate Base Growth

6

~$7.6B of Utility Investment 2020 through 2024

Fourth Quarter 2019 Earnings Presentation

2018
in rates

2019 2020 2021 2022 2023

$15.7 - $16.5

$14.2

2% - 3% 

CAGR

Targeted Rate Base Growth (prior plan)
$ in billions

2019
estimate

2020 2021 2022 2023 2024

$16.5 - $17.3

3% - 4% 

CAGR

~$14.5

$17 - $18

Targeted Rate Base Growth (current plan)
$ in billions

48%

32%

20%

Projected 2019-2023 CapEx by Jurisdiction

Kansas Missouri FERC

45%

39%

16%

Projected 2020-2024 CapEx by Jurisdiction

Kansas Missouri FERC

Current 5-yr CapEx plan (2020-2024) 

increases by $1.5B compared to prior 

5-yr plan (2019-2023)

~$1.5B

NOTE:

1. Investment levels and growth rates to be further informed by Strategic Review & Operations Committee and 

updated accordingly.
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Investor Update

November 2019
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3

Recent News

• On 3rd quarter earnings call affirmed 2019 adjusted EPS1 guidance: $2.80 - $3.00

- Long-term projected EPS CAGR of 5% to 7%2

• Merger savings on track for 2019 annual target of $110M; ahead YTD

• Continuing focus on optimizing capital allocation

- Share repurchases remain on plan; ~73% complete

- Reallocating $150M of CapEx through 2022 from KS to MO

- Spending an incremental minimum of $150M in MO over same time period; with further opportunity 

under evaluation

• Announced plans to reduce carbon emissions 80% by 2050, from 2005 levels

• Financing activities

- On September 5th issued $1.6B of holding company debt 

- $800M of 2.45% 5-yr Notes; $800M of 2.90% 10-yr Notes

- Proceeds used to payoff $1B term loan and to continue share repurchase program

- In early September, entered into a $500M ASR to be closed out by year-end

1. Adjusted EPS is a non-GAAP financial measure.  A reconciliation of 2019 adjusted EPS guidance (non-GAAP) to 2019 EPS guidance, the most comparable GAAP measure, is included in the appendix.

2. Based on mid-point of 2019 adjusted EPS guidance (non-GAAP) of $2.90 through 2023.  

November 2019 Investor Update

Exhibit No. AMF-4 
Page 343 of 383



Investment Outlook

11

Annual EPS Growth 

Target of 6% - 8%1

Annual Dividend Growth 

Target of 6% - 8%2

1. A reconciliation of 2019 adjusted EPS guidance (non-GAAP) to projected earnings per share, the most comparable GAAP measure, 

is included in the appendix.

2. Previous 6% to 8% EPS CAGR was based on Westar Energy’s 2016 actual EPS of $2.43

• 2019 adjusted EPS guidance1: $2.80 - $3.00

• Targeting EPS CAGR of 5% to 7% through 2023, using 

base of 2019 adjusted EPS guidance mid-point of $2.90

- Targeting middle to low end of 2021 range implied by 

previous 6% to 8% EPS CAGR 2016 through 20212

• Plan to invest over $6 billion in CapEx from 2019 through 

2023

• Rate Base growth of 2% to 3% through 2023

• Projected dividend growth in line with EPS, while 

targeting payout ratio of 60% to 70%

November 2019 Investor Update

Targeted Adjusted 

EPS Growth1

$3.52

2019E 2023E

$3.80

5% - 7% 

CAGR

$2.90
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2020 First Quarter Earnings Webcast           April 23, 2020                 

Two Dot Wind  – Montana 
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• Net income for the first quarter of 2020 decreased 
$22.1 million, or 30%, as compared to the same 
period in 2019.

– Diluted earnings per share decreased $0.44, or 31%, as 
compared to the same period in 2019.

– After adjusting for weather difference, Non-GAAP* adjusted 
earnings per share decreased $0.17, or 14%, as compared to 
the same period in 2019.

• The Board of Directors declared a quarterly dividend of 
$0.60 per share payable June 30th to shareholders of 
record as of June 15th, 2020.  

Significant Events

3 * See slides 14 & 30 for additional information and Non-GAAP disclosures.

• Due to the anticipated impacts from COVID-19 related disruption across our 
service territory and first quarter results below our expectations, we are lowering 
2020 earnings per share guidance to $3.30 - $3.45 (from $3.45 - $3.60). Despite this 
short-term set-back, our long-term business prospects remain strong.

• Issued term-loan and priced first mortgage bond to increase liquidity

• 2020 and longer-term capital investment program remains unchanged

• No change to our long-term targeted 6% to 9% total shareholder return
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Earnings 

Conference Call
1 s t Q u a r te r  2 0 2 0

April 30, 2020
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2020 Estimates

Current(1) Previous(2)

IDACORP Earnings Per Diluted Share Guidance No Change $ 4.45 – $ 4.65

Idaho Power Additional Amortization of Accumulated

Deferred Investment Tax Credits
No Change None

Idaho Power Operations & Maintenance Expense No Change $ 350 – $ 360

Idaho Power Capital Expenditures, Excluding 

Allowance for Funds Used During Construction
No Change $ 300 – $ 310

Idaho Power Hydroelectric Generation (MWh) 6.0 – 8.0 6.5 – 8.5

(1) As of April 30, 2020.

2020 Earnings Per Share Guidance &
Estimated Key Financial & Operating Metrics
(Millions Except for Per Share Amounts)

9

(1) As of February 20, 2020, the date of filing IDACORP’s and Idaho Power’s Annual Report on Form 10-K for the year ended December 31, 2019.
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Earnings Conference Call
Fourth Quarter 2019

February 11, 2020
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18 Q4 2019 Earnings Release Slides

$0.71

$0.52

$0.55

$0.37

$1.31

($0.23)

$0.45 - $0.55

2019 Actuals

$1.20 - $1.30

$0.30 - $0.40

($0.20)

$0.50 - $0.60

$0.65 - $0.75

2020 Guidance

$3.22(1)

$3.00 - $3.30(2)

2020 Adjusted Operating Earnings* Guidance

Key Year-Over-Year Drivers

• ExGen: Lower realized energy prices 

and capacity revenues and absence 

of R&D tax benefit and NDT realized 

gains

• BGE: Higher depreciation, partially 

offset by higher distribution and 

transmission revenues

• PECO: Higher depreciation and 

interest, partially offset by higher 

transmission revenues

• PHI: Higher distribution and 

transmission revenues, partially 

offset by higher depreciation

• ComEd: Increased capital 

investments to improve reliability in 

distribution and transmission, offset 

by impact of treasuries

Expect Q1 2020 Adjusted Operating Earnings* of $0.85 - $0.95 per share

Note: Amounts may not sum due to rounding

(1) 2019 results based on 2019 average outstanding shares of 974M 

(2) 2020E earnings guidance based on expected average outstanding shares of 978M
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1Q 2020 Strategic & Financial Highlights

April 24, 2020

Charles E. Jones, President and CEO

Steven E. Strah, SVP and CFO
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Financial Summary

April 24, 2020

Reported GAAP earnings of $0.14 per basic share
– Includes the impact from the February 26th remeasurement of Pension/OPEB plans

Reported Operating earnings of $0.66 per share; $0.01 above midpoint of 1Q guidance range
– Results driven by higher transmission margin and lower expenses, which helped to offset the impact of 

mild weather on our distribution revenues

1Q 2020 Results

(1) Refer to the Earnings Supplement to the Financial Community section for reconciliations between GAAP and Operating (non-GAAP) earnings

(2) Refer to slide 2 for information on Non-GAAP Financial Matters 

Updating 2020 GAAP earnings forecast to $1,020M - $1,130M, or $1.88 - $2.08 per share

– Includes the impact from the February 26th remeasurement of Pension/OPEB plans

Affirming 2020 Operating (non-GAAP) earnings guidance of $2.40 - $2.60 per share(1)

Affirming Operating (non-GAAP) EPS CAGR(2) projection of 6% - 8% from 2018 through 2021, 
and 5% - 7% extending through 2023 

– Includes up to $600M of equity annually in 2022 and 2023, to fund growth initiatives

Introducing 2Q 2020 GAAP and Operating (non-GAAP) earnings guidance of $0.48 to $0.58 
per share

Guidance Updates

of consistently meeting or 

exceeding the midpoint    

of the quarterly guidance 

we’ve provided

5+ years

6
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Investor Presentation
Q2 2020
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Long-Term Strategy

Leverage the operating model, 

footprint of our businesses, 

operating expertise, reputation 

and financial strength to execute 

on growth opportunities

Investment 

Grade Credit 

Ratings

STRATEGY

Focused on 

Growth

Average Annual 

Dividend Growth  

Guidance through 2024

6%

AREAS OF FOCUS:

Capital 

Investment Plan

Sustainability 

& Delivery of  

Cleaner 

Energy 

Customer & 

Regulatory 

Relationships

Energy 

Infrastructure, 

LNG Expansion 

& 

Energy Storage 

System 

Resiliency, 

Innovation & 

Cybersecurity

5

ü The safety and health of  our employees is the priority

ü Focused on delivering reliable service to our customers 
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Hawaiian Electric Industries, Inc.
1st Quarter 2020 Financial Results & Outlook

May 5, 2020
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HEI 2020 guidance – see below

KEY ASSUMPTIONS:

• Continued profitable operations with pre-tax, 
pre-provision income: $90 to $110 million

• Previous: $121 to $127 million 

embedded in guidance 

• Low to mid- single digit earning asset growth

• NIM: ~3.45% to 3.55% 

• Previous: ~3.70% to 3.80% (1Q 3.72%)

• Provision expense: no guidance at this time

• Previous: $17 million to $22 million (1Q 

$10.4 million)

• ROA: no guidance at this time

• Previous: >1.10% (1Q 0.87%)

Note:  Holding company and other net loss estimated at $0.27 - $0.29.

1 Also excludes O&M expenses covered by surcharges or by third parties that are neutral to net income.

2 2019-20 capex averages ~$400 million given acceleration of certain 2020 projects into 2019.

KEY ASSUMPTIONS:

• No change to decoupling or recovery mechanisms

• No material impact from PIM penalties and rewards

• O&M (excluding pension)1 increase at or below 

inflation; identifying potential expense offsets for 

revenue increase in Hawaiian Electric rate case

• 2020 capex of ~$360 million2

• Potential for $30 million (less than 10%) 
reduction in 2020 

• Rate base growth:  ~4% over 2019

• Equity capitalization at approved rate case levels

• Assumes deferral of COVID-19 related costs currently 
estimated to be ~$22 million (primarily bad debt 
expense), is approved in 2020 for later recovery

UTILITY EPS: $1.46 - $1.54
BANK—

Revisions to pre provision elements

Utility net income range reaffirmed,               

although likely at the bottom half

Bank provision and net income too early to 

determine at this time 

Holding company range reaffirmed

Consolidated EPS not provided due to provision uncertainty at the bank

21

Exhibit No. AMF-4 
Page 362 of 383



2020 First Quarter Earnings Conference Call
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RGB COLORSRGB COLORS

2020 EARNINGS GUIDANCE

33

Diluted Earnings Per Share

2019 EPS 

by 

Segment

2020 Guidance

February 17, 2020

2020 Guidance

May 5, 2020

Low High Low High

Electric $1.48 $1.67 $1.70 $1.65 $1.70

Manufacturing $0.32 $0.31 $0.35 $0.14 $0.23

Plastics $0.51 $0.43 $0.47 $0.43 $0.47

Corporate ($0.14) ($0.19) ($0.15) ($0.22) ($0.15)

Total $2.17 $2.22 $2.37 $2.00 $2.25

Return on Equity 11.6% 11.0% 11.7% 9.9% 11.1%
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COVID-19 Update and Q1 2020 Earnings Review
May 1, 2020

November 1, 2019

Exhibit No. AMF-4 
Page 365 of 383



Ongoing Earnings Guidance Affirmed Based on COVID-19 Stage 1

14

COVID-19 Load Impacts

March $0.00 

April ($0.02)

May ($0.02)

June ($0.02)-($0.03)

July ($0.02)-($0.03)

August ($0.02)

September ($0.02) 

Q4 ($0.02) / month

$2.16           Consolidated EPS           $2.26

Mitigating Impacts

Lower interest and financing 

costs, weather, managing O&M 

Phase-in cost contingency plans, 

regulatory filings, weather

Reassess guidance

2020 Earnings Guidance affirmed based on 

Stage 1 COVID-19 Considerations

Stage 1: 

Manage within 

Guidance

Stage 3: Outside    

of Guidance
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Earnings Conference Call

First Quarter 2020 – May 7, 2020
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2020 Outlook

• OG&E guidance is unchanged and is projected to be between approximately 

$346 million to $357 million of net income or $1.72 to $1.78 per average 

diluted share assuming normal weather. 

• As a result of the revised guidance by Enable and the equity method 

investment impairment recorded by the Company, OGE Holdings projects 

earnings contributions to be between ($2.59) to ($2.55) per average diluted 

share. Ongoing earnings are projected to be between $0.36 and $0.40 per 

average diluted share. 

09
2020 Q1 EARNINGS 

CONFERENCE CALL
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First Quarter 2020  | 0

POWERING GROWTH

DELIVERING VALUE

First Quarter 2020 Results
May 8, 2020
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First Quarter 2020  | 3

2020 EPS GUIDANCE

Key Factors & Assumptions as of May 8, 2020

2020

Adjusted gross margin1,2 (operating revenues, net of fuel and  purchased power expenses) $2.48 – $2.54 billion

• Retail customer growth about 1.5-2.5%

• Weather-normalized retail electricity sales volume about 1-2% higher compared to prior year (excludes potential 

data center load growth)

• Assumes normal weather

Adjusted operating and maintenance (O&M)1,2 $830 – $850 million

Other operating expenses (depreciation and amortization, deferrals, and taxes other than income taxes) $830 – $850 million

Other income (pension and other post-retirement non-service credits, other income and other expense) $70 – $80 million

Interest expense, net of allowance for borrowed and equity funds used during construction (Total AFUDC ~$35 million) $235 – $245 million

Net income attributable to noncontrolling interests $20 million

Effective tax rate 14%

Average diluted common shares outstanding 112.8 million

EPS Guidance3 $4.75 – $4.95

1 Excludes O&M of $65 million, and offsetting revenues, associated with renewable energy and demand side management programs.
2 The Covid-19 disconnect suspension and summer disconnection moratorium and revised policies are currently estimated to result in a decrease of approximately $20 million to $30 

million of pre-tax income in 2020 depending on certain assumptions, including customer behavior. 
3 Guidance range assumes impacts from Covid-19 dissipate by the end of the second quarter and customer and sales growth resume once the economy normalizes.
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RATE BASE

APS’s revenues come from a regulated retail rate base and meaningful 
transmission business

$7.7

$10.3

$1.6

$2.3

2018 2019 2020 2021 2022

APS Rate Base Growth
Year-End

ACC FERC

Total Approved Rate Base

ACC FERC

Rate Effective Date 8/19/2017 6/1/2019

Test Year Ended 12/31/20151, 2 12/31/2018

Rate Base $6.8B $1.6B

Equity Layer 55.8% 54.6%

Allowed ROE 10.0% 10.75%

1 Adjusted to include post test-year plant in service through 12/31/2016
2  On 10/31/19 APS filed an ACC general rate case with a proposed $8.9B rate 

base for an adjusted test year ended 6/30/19. 

AC

81%

19%

Generation & Distribution Transmission

$2.3

Long-term Rate Base Guidance:

6-7% Average Annual Growth

Projected

Rate base $ in billions, rounded
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First quarter 2020
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Q1 Q2 Q3 Q4

$0.91

Q1 2020 Q1 2019

 Net income (in millions) $81 $73

 Diluted earnings per share (EPS) $0.91 $0.82

2020 Diluted EPS:
$2.20 - $2.50

Q1 Q2 Q3 Q4

$0.82

$0.28

$0.61 $0.68

2019 Diluted EPS:
$2.39

4

First quarter 2020 financial results

$1.29 - $1.59(1)

(1) Estimates based on revised 2020 guidance range
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PPL 1st Quarter

Earnings Call

May 8, 2020
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5PPL 1st Quarter Earnings Call – May 8, 2020

Ø Capital plans and rate base growth

ü 5-year forecasts remain on track

Ø Attractive dividend yield

ü Strong, predictable cash flow

Ø Solid financial profile

ü Stable, investment grade credit

$0.70 $0.67 

2019 Q1
Ongoing

2020 Q1
Ongoing

$0.64 
$0.72 

2019 Q1
Reported

2020 Q1
Reported

Ø Delivered Q1 2020 ongoing earnings 

results of $0.67 per share vs. $0.70 per 

share in Q1 2019

§ Variance primarily driven by share dilution and 

mild Q1 2020 weather, partially offset by 

returns on capital investments

Ø No change to 2020 forecast of $2.40 to 

$2.60 per share 

§ On-track through Q1; minimal impacts from 

COVID-19

§ Too early to clearly determine full scope and 

duration of potential implications 

Ø Maintained 2021 forecast of $2.40 to 

$2.60 per share

Q1 Executive Review

Note: See Appendix for the reconciliation of reported earnings to earnings from ongoing operations.

(Earnings Per Share)

Q1 Highlights Q1 Earnings Results

Long-term Fundamental Value Intact
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Public Service Enterprise Group

PSEG Earnings Conference Call

1st Quarter 2020

May 4, 2020
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$0.01 ($0.01)

$0.81

$0.68

To

$0.86

$2.46

$2.58

To

$2.70

2019 2020E**

PSEG Power PSE&G

$3.28

EG P P P P PowowowowowowowowowowowowowowowowowowowowowowerererererererererererererererererererererEGEGEG PSPSPSPSPSPSPSPSPSPSPSPSPSPSE&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&E&GGGGGGGGGGGGGGGGGGGPSPSEGEG

Drivers in 2020 include rate base growth, Q1 weather headwinds, potential 

margin impacts of COVID-19 on sales and load, and cost control

Non-GAAP Operating Earnings* Contribution by Subsidiary

2019 Actual and 2020E Guidance

*See Slides A and B for Items excluded from Net Income/(Loss) to reconcile to Operating Earnings (non-GAAP). 

**Based on the mid-point of 2020 non-GAAP Operating Earnings guidance of $3.30 - $3.50 per share.     E = Estimate.                              

$3.30 - $3.50E

PSEG – Re-affirming 2020 Guidance

8
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Sempra Energy

First Quarter 2020 Earnings Results

May 4, 2020
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Executive Summary

5

§ Executing our disciplined strategy to become North America’s premier energy infrastructure company

• Nearing completion of capital rotation program, with Chile sale expected to close in May

• Targeting a ~$7.5B 2020 capital program primarily related to our U.S. utility infrastructure(1)

• Operating a more resilient business model to help deliver our financial commitments in various 
market conditions

• Creating a high-growth platform with improved earnings power and visibility

§ In combination, our strategy and disciplined execution is driving strong financial results  

§ Reporting Q1-2020 adjusted earnings per common share (EPS) of $3.08 compared to Q1-2019 adjusted 
EPS of $1.92(2)

§ Reaffirming and guiding to the upper-end of our FY-2020 adjusted EPS guidance range of $6.70 – $7.50 
and updating our FY-2020 GAAP EPS guidance range(2)

§ Reaffirming our FY-2021 EPS guidance range of $7.50 – $8.10

1) Actual amounts expended will depend on a number of factors and may differ materially from the amounts reflected in our 2020 capital plan. The ~$7.5B represents our proportionate ownership share of the 2020 

capital plan and includes ~$1.9B of capex that will be funded by unconsolidated entities, including our equity interests in Oncor, Sharyland and our unconsolidated JVs. Amount is before noncontrolling interests.

2) Represents a non-GAAP financial measure. GAAP EPS for Q1-2020 and Q1-2019 were $2.53 and $1.59, respectively. GAAP EPS Guidance Range for 2020 is $11.88 - $13.02 and includes the estimated gain on sale 

of the South American businesses and litigation costs related to Aliso Canyon and RBS Sempra Commodities LLP. See Appendix for information regarding non-GAAP financial measures. 

Although these are challenging times, Sempra is committed to advancing its strategy to 

become North America’s premier energy infrastructure company, while building resiliency into 

its business model + improving the competitive position of its portfolio 
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April 30, 2020

First Quarter 2020

Earnings Conference Call
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1010

COVID-19 Business Impacts

• We do not expect COVID-19 impacts to materially affect our long-term outlook:

– Expected long-term EPS growth rate remains 4% to 6%

– $40 billion, 5-year capital investment plan remains unchanged

– No projected equity issuances through 2024

– Liquidity is strong with good access to capital markets

– 72 years of dividends equal to or greater than prior year

1. Future dividends are subject to approval of the Southern Company Board of Directors and depend on earnings, financial condition and other factors. Eight cent dividend increase approved by 

Southern Company Board of Directors on April 21, 2020.
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MAY 7, 2020

FIRST QUARTER 2020 EARNINGS REPORT PRESENTATION
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2020 GAAP & Ongoing EPS Guidance: $2.73 – $2.83

Earnings Drivers Key Assumptions (as compared to 2019 levels unless noted)

Regulatory proceedings Constructive outcomes in all proceedings

Weather Normal weather 

W/A retail electric sales Decline of approximately 4% (Base Case)

W/A retail natural gas sales Decline of approximately 1% (Base Case)

Capital rider revenue (net of PTCs) Increase of $45 million - $55 million 

O&M expenses Decline of approximately 4-5% (Base Case)

Depreciation expense Increase of $160 million - $170 million

Property taxes Increase of $35 million - $45 million

Interest exp. (net of AFUDC-debt) Increase of $60 million - $70 million

AFUDC-equity Increase of $25 million - $35 million

Effective tax rate (net of PTCs) Approximately 0%

2020 EPS guidance of $2.73 to $2.83 assumes implementation of contingency plans to offset the negative impacts of COVID-19

under the base case scenario. Our contingency plans may not be able to offset the negative impacts under a severe scenario.

Ongoing earnings could differ from those prepared in accordance with GAAP due to unplanned and/or unknown adjustments. Xcel

Energy is unable to forecast if any of these items will occur or provide a quantitative reconciliation of the guidance for ongoing diluted

EPS to corresponding GAAP diluted EPS. 17
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